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NOW'’S THETIME TO PREPARE FORFILING
YOUR 2024 TAXES

Your 2024 taxes might be a hassle if you stopped working, experienced investment losses, created an estate plan, or
switched to itemizing from claiming the standard deduction. That's not to mention the effects of inflation on your income.
Various factors may impact whether your tax bill goes up or down, as well as whether you should alter your tax strategy.

It's important to consider tax diversification when constructing your retirement plan; different types of investments may
affect your taxes differently. You should work with a qualified professional to determine how much you should have in each

tax “bucket” to minimize your overall tax burden in retirement.

The tax code is notoriously complex, so, keep itbasic when preparing your tax returns. Here are five recommendations
to help you prepare for this year’s tax season:

Note Deductions
You Could Claim

Organize and Track

Prepare 2024 \ / Year-Over-Year
Taxes Changes

TIPS FOR ’

—

Minimize Taxes on Employ Tax
Your Retirement Strategies to Lower
Investments Your Tax Burden



ORGANIZE AND

PREPARE YOUR
2024 TAXES

K

KNOW YOUR FUNDAMENTAL
TAX TERMS

Make sure you're familiar with some
fundamental tax terms. For example,
tax credits, tax deductions, tax
deferrals, and tax-exempt are all key
terms that will come up whenever
you're infroducing a tax minimization
strategy or filing your taxes.

Getting your W-2, receipts, and other data together as soon as
possible isimportant. Home improvements, charitable contributions,
business expenses, and so on, must be considered. A Certified
Public Accountant (CPA) can assist you with your tax situation.

Tax Credits are a payment to you in the form of a
refund on your taxes.

Tax Deductions are dollar amounts that are excluded
from your original tax bill.

Tax Deferrals are tax dollars that are excluded from
your current year of taxes but will be owed for a later
tax year according to your financial profile at that time.

Tax Exemptions are certain tax amounts that you're
not obligated to pay. ltems or investment vehicles often
carry tax-exempt statuses, such as Roth IRA withdrawals
or qualified charitable contributions.

SAFETY AND SECURITY ARE KEY

A certain precautionary safety measure comes as the last step in
the organization process. The security breaches and cyberattacks
of large corporations have been at the forefront of our minds. Given
the convenience of online tax filing, we are more vulnerable than
ever to cybersecurity threats if we're not careful.

IF YOU FILE YOUR TAXES ONLINE

* Make sure you're using a secure browser.

* Be careful if you receive a notice, tax bill, or income that does
not relate to you.

* Be on the lookout for unsolicited e-mails or other contact
requesting your bank account number, Social Security number,
or other personal information/ documents.

* You could receive a spam call insisting that you call back to
settle your tax bill.

The IRS does not demand immediate payment
over the phone, threaten to arrest you, or
demand your personal information, including
your credit, debit or bank account numbers.
If you receive any message with this tone, it’s
likely a scam.??
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UNDERSTANDING
YOUR 2025 TAXES

NOTE DEDUCTIONS YOU COULD CLAIM

The “Tax Cuts and Jobs Act” (TCJA) went into effect for the 2018 tax year. With
the TCJA, the standard deduction nearly doubled from its previous amount. More
taxpayers are expected to choose the standard deduction rather than itemized
deductions, since the amounts will increase due to inflation. Note that TCJA is set to
expire on December 31, 2025.

HERE ARE THE STANDARD DEDUCTION AMOUNTS:

In 2025, the additional standard deduction for married taxpayers ages 65 or
older will be $1,600 (up from $1,550 in 2024). For a single taxpayer or head of
household who is 65 or older, the additional standard deduction will be $2,000 in
2025 (up from $1,950 in 2024)*

Important 401 (k)s and health savings accounts (HSAs) contribution limits were
increased, as were other retirement savings incentives.>®

TAX TIPS FOR THE SELF-EMPLOYED

TCJA offers up to 20% on pass-through income for the self-employed, sole
proprietors (Schedule C on Form 1040), limited liability companies, partnerships,
and S corporations. This deduction helps to curb high tax rates and the 15.3% self-
employment tax by allowing self-employed people to keep more of their earnings
tax-free.”

STANDARD DEDUCTIONS

The official IRS regulations for standard deductions in 2025 are:
* Married couples filed jointly: $30,000 (up $800 from prior year)

* Single taxpayers/married individuals filing separately: $15,000 (up
$600 from prior year)

* Heads of households: $22,500 (up $600 from prior year)®

MEDICAL SAVINGS ACCOUNTS

Medical Savings Accounts are a type of Medicare Advantage plan. These accounts
combine medical savings accounts with a High-Deductible Health Plan. For 2025,
people with self-only coverage must have the following deductible limits: % 1°

* Individuals: minimum of $2,850 and maximum of $4,300

* Families: minimum of $5,700 and maximum of $8,550



Did You Know?
“Almost all of the provisions in the Tax Cuts and Jobs
Act (TCJA) expire after 2025, while most business

provisions are permanent.”

Source: https://www.taxpolicycenter.org/briefing-book/how-did-tax-cuts-and-jobs-act-change-personal-taxes

TRACK YEAR-OVER-YEAR CHANGES

There are no alterations to the seven tax brackets this year. The same seven marginal tax rates of 10%, 12%, 22%, 24%,
32%, 35%, and 37% remain the same.

However, the income ranges for each bracket have been adjusted for inflation. So, with that in mind, here’s a guide for

the 2025 tax brackets:

| Terbew | snele | Merisdiing
Tax Rate Jointl Household

10%

12%

22%

24%

32%

35%

37%

$0 - $11,925
$11,926 — $48,475
$48,476 - $103,350
$103,351- $197,300
$197,301 - $250,525
$250,526 - $626,350

$626,351 or more

$0 - $23,850
$23,851 - $96,950
$96,951 — $206,700
$206,701 - $394,600
$394,601 - $501,050
$501,051 - $751,600

$751,601 or more

$0 - $17,000
$17,001 - $64,850
$64,851 - $103,350
$103,351 - $197,300
$197,301 - $250,500
$250,501 - $626,350

$626,351 or more

12,13

There are a few types of income, particularly qualified dividends, and long-term capital gains, that are taxed based on
different rates. Please contact your financial professional for more information regarding those taxes.



MINIMIZE TAXES
ON YOUR
RETIREMENT
INVESTMENTS

A major expense that retirees face today is taxes. Using
certain investment vehicles, you can reduce your tax burden
without reducing your investment gains, withdrawals,

or distributions.

MAKE THE MOST OF YOUR RETIREMENT
ACCOUNTS

Contributing to a 401(k) through your employer — or
if you're self-employed, a defined-benefit or defined-
contribution plan — can help boost your investments while
lowering your tax burden. Your 401 (k) is financed with pre-
tax money, thus lowering your taxable income, possibly
resulting in additional taxes and penalties if you withdraw
early from your account. If you withdraw early, the amount
you withdraw will become part of your taxable income, so
be careful when taking early distributions.

TAX-LOSS HARVESTING FORWHEN INVESTMENT
DECLINE

You can delay paying your total tax bill by taking your
losses earlier, delaying the payment on your gains, and
keeping the money for a longer period. By doing this, you
may earn a return on the money you otherwise would have
spent on taxes.

You can use this strategy to help reduce your tax liability
with investment losses. If you have more capital losses than
gainsin a year, you may claim up to $3,000 of those losses
and deduct them against other forms of income, such as
wage or salary income. In addition, you may carry capital
loss deductions forward at any time."®

Note that there are risks of tax loss harvesting. The status
of your income, capital gains, losses, and more can be
complex and there is no guarantee that you will catch
everything the IRS will when you make your decisions and
structure your tax year timelines. Sometimes, this can end
up costing you more rather than saving you more. Consult
a tax professional before engaging in tax-loss harvesting.



STRATEGIES FOR CHARITABLE GIVING

Donate Shares

If you'd like to donate to a charity you care about, you
may donate shares that you own, either in the short or long-
term. First, make sure you find out how much of the charity s
revenue is spent on real programs versus administration
and fundraising costs. To make a charitable contribution in
the short-term, you may receive a full deduction for your
cost basis, however, you would not be able to deduct your
additional investment gains. If you hold the stock for over
a year, the holding period starts on the day after you buy
it, and ends on the day you sell it, so you may deduct the
market value as of the date of the donation. Even though
it must be itemized, you may claim the benefits of these
giving strategies as long as you hold the stock for a year.®

Donate RMDs

Additionally, if you are over 70.5, you can use required
minimum distributions (RMDs) for charitable donations if you
don’t need that money. You can also use up to $ 100K from
your RMD to directly donate to a charity if you take RMDs
from your IRA This is known as a Qualified Charitable
Distribution, or QCD, but only works if the amount goes
directly from the IRA to the charity and doesn’t pass through
your hands first. Doing QCDs is advantageous because
you will not be taxed on the amount of money you donate
which would have otherwise counted towards your income
level for taxes.'®

Designate a Beneficiary

You may also designate a charity as the beneficiary of
your IRA if you desire to make charitable donations part
of your estate plan.” Because the charity will receive the
IRA assets tax-free, and your estate will be eligible for a
charitable deduction, your other beneficiaries might be
better off inheriting non-IRA assets and letting the charity
benefit from what you provide through your IRA.

TAX PLANNING FOR YOUR ESTATE

Due to inflation, the unified credit amount increased to
$13.99 million, or $27.98 million for married couples,
on January 1, 2025. This means that each taxpayer will
be able to transfer an additional $380,000 to an heir
or beneficiary without incurring transfer tax liability. It is
important to note that these limits will expire in 2026 if
the “Tax Cuts and Jobs Act” is repealed. The annual gift
exclusion amount is $19,000.7




EMPLOY TAX STRATEGIES TO LOWER
YOUR TAX BURDEN

A major expense that retirees face today is taxes. Using certain investment vehicles, you can reduce your tax burden
without reducing your investment gains, withdrawals, or distributions.

REQUIRED MINIMUM DISTRIBUTIONS (RMD’S)

Tax-deferred retirement saving is an excellent tool for investors. But, it's important to remember that while your money can
grow, it also has the potential to decrease. At some point, you'll have to start withdrawing it. The IRS’ RMD rule requires
you to start taking withdrawals from certain retirement accounts starting at age 72 (73 for those who turned 72 in 2024).
If you have a 403(b), SEP IRA, 457(b), or traditional IRA, the government will require you to take distributions each year.
However, you aren’t required to take RMDs from designated Roth accounts. Even if you dont want or need the money, you
must withdraw it, or the IRS may take 25% of what you were supposed to take.?% %

Every year after you are required to take withdrawals, the IRS provides an IRA RMD table which gives IRA holders the
distribution factor for their age. Pre-tax money you save over the course of your career, for example, through a traditional
IRA or 401 (k), will be subject to tax upon withdrawal. When it comes to RMDs, the IRA has a specific method of calculating
how much you must withdraw each year.?22

“ Distribution Period “ Distribution Period
73

26.5 87 14.4
74 25.5 88 13.7
75 24.6 89 12.9
76 23.7 90 12.2
77 229 91 1.5
78 22.0 92 10.8
79 21.1 93 10.1
80 20.2 94 9.5
81 19.4 95 8.9
82 18.5 96 8.4
83 17.7 97 7.8
84 16.8 98 7.3
85 16.0 99 6.8
86 15.2 100 6.4

Source: https:/ /smartasset.com/retirement/rmd-table



REQUIRED MINIMUM DISTRIBUTIONS (RMD’S) CONT.

For example, if you turn 73 in 2025, you will not have to take your first
RMD until April 1, 2026.%* By postponing your initial RMD, you may
have to take two RMDs in one year, as all subsequent RMDs are due
by December 31.2 Doing so could result in having to withdraw more
money than you desire, which then could result in a higher tax burden.
This means that RMDs should be planned based on your unique
financial picture.?

The IRS penalty can be waived if the account owner must establish that
they shorted their withdrawal due to reasonable error and that reasonable
steps are being taken to remedy the shortfall.?” You can find the link to
Form 5329 here to pay your penalty tax, with instructions to fill it out. If
you think there's a mistake, fill it out with a letter of explanation with your
federal tax return for the year with the reason why the shortfall happened.

CLAIMING SOCIAL SECURITY BENEFITS

The Social Security benefit is a monthly payment from the government
that everyone receives. You may be surprised to learn that up to 85%
of your Social Security benefit is subject to taxation.”® To avoid these
penalties, you should take control of your income and cash flow. Although
the Social Security benefit laws are complicated, it usually depends on
your age, current income, income throughout your life, and other factors.
“Income” refers to any money you receive, and “cash flow” refers to
your money after taxes. The amount of tax you must pay on your Social
Security benefits can be minimized by lowering your taxable income.

By 2029, 71 million people who live in the
U.S. will be 65 years and older.




CONVERT A TRADITIONAL IRATO A ROTH IRA

Roth IRAs can be a unique and effective way to save for retirement because you pay taxes upfront
on a Roth IRA. After that, growth and withdrawals may be tax-free depending on your individual
circumstances.?’ This can be a beneficial strategy when your taxes are lower now than you expect
they will be in the future.

THE PROBLEM

The standard Roth IRA rules prohibit people from opening an account if they earn over a certain
amount. If you think that tax-free income in retirement would be important to you, but you earn too
much to open a Roth IRA, you might want to consider the backdoor approach. First, you contribute
to a Traditional IRA, and then you convert it to a Roth IRA.*°

There are two ways to open a backdoor Roth IRA: 1) You can contribute money to an existing
Traditional IRA, sell the assets, and then transfer the money to a Roth IRA, or 2) you can convert an
entire Traditional IRA to a Roth IRA¥

Note: You will still pay taxes on these assets when you transfer or covert them.

BACKDOOR ROTH IRA - STEP BY STEP

Step 1: =L 2 S g
Open &pFund a Lo Conv:r'leroaji.ﬁonol
Traditional IRA Aoy & o [ IRA to a Roth IRA

Conversion Works

INCOME LIMITS FOR ROTH IRAS

You will not be able to make contributions to a Roth IRA if your modified adjusted gross income is
over certain amounts. In 2025, these phaseout limits are:

* Single: $150,000 - $165,000
* Married (joint filers): $236,000 — $246,000

Once your income is above these amounts, the contribution limits decrease significantly until it
completely phases out.**

These restrictions do not apply to Roth IRA backdoor conversions, given that the backdoor strategy
is executed by rolling over funds from one account to another rather than contributing directly.

CONTRIBUTION LIMITS FOR ROTH IRAS

In 2025, Roth IRA annual contribution limits will not change and remain at $7,000. If you are 50
or older, you can contribute up to $8,000. These limits do not apply to Roth conversions via the
backdoor method given that funds are rolled over into a new account as opposed to

directly contributed.?”

Since there are no RMDs for Roth IRAs throughout the account owner’s lifetime, you can leave your
heirs as much money as you'd like in the account, and they can withdraw based on the inherited

Roth IRA withdrawal rules.?®
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CONCLUSION

Consider managing your finances, including your tax plan, as if you're the
CEO of the “You” company. This isn't to say that you'll be acting as a financial
advisor or CPA, but you should be active in the decision-making process.
Solidifying your involvement in your wealth is the first step in taking control of
your finances.

One of the biggest expenses facing retirees is taxes. No matter what lies ahead,
make sure you discuss tax strategies with a financial professional to make sure
your investments are tax optimal.

We understand that taxes are difficult. That's why we're here to help you shine
the line on your financial priorities. We'll help you integrate tax-minimization
strategies into your Social Security, retirement savings, investments, and overall
financial plan.

Together, we'll help better understand the new tax laws and take your next
steps toward minimizing your tax burden. Call us today at (540) 720-5656

OTHER HELPFUL TOOLS

* IRS Withholding Calculator
https:/ /www.irs.gov/individuals/irs-withholding-calculator
* 2025 Federal Tax Rates, Personal Exemptions, and Standard Deductions

https:/ /www.irs.gov/newsroom/irs-releases-tax-inflation-
adjustments-for-tax-year-2025

¢ Estate and Gift Tax FAQs

https:/ /www.irs.gov/newsroom/ estate-and-gift-tax-fags
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Disclosure: Investment advisory and financial planning services are offered through Alphastar Capital Management LLC (“Alphastar”), a SEC registered investment adviser. SEC
registration does not constitute an endorsement of the firm by the Commission nor does it indicate that the adviser or investment adviser representative has attained a particular level of
skill or ability. Additional information about Alphastar Capital Management, LLC is also available on the SEC's website at adviserinfo.sec.gov. ILG Financial and Alphastar Capital
Management, LLC are separate and independent entities. The firm only transacts business in states where it is properly registered or is excluded or exempted from registration
requirements. ILG Financial offers insurance products through individuals licensed to sell insurance. Comments regarding guaranteed returns or income streams refer only to fixed
insurance products offered by ILG Financial and, unless specifically stated, do not refer in any way to securities or investment advisory products offered by Alphastar. Fixed insurance
and annuity product guarantees are subject to the claims paying ability of the issuing company and are not offered or guaranteed by Alphastar.




