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Start Your Tax Planning Now 

Keeping your taxes as low as possible requires paying attention to your financial 
situation throughout the year. Here are some tips for getting a head start on tax 
planning for your 2022 return: 

 

• Check your paycheck withholdings. Now is a good time to check your tax 
withholdings to make sure you haven’t been paying too much or too little. The 
IRS has an online tool that will help you calculate how much your current 
withholdings match what your final tax bill will be. Visit 
https://apps.irs.gov/app/tax-withholding-estimator. To change how much is 
withheld from your paycheck in taxes, fill out a new Form W-4 and give it to 
your employer. 
 

• Defer earnings. You could potentially cut your tax liability by deferring your 
2022 income to a future year via contributions to a retirement account. For 
2022, the 401(k) contribution limit is $20,500 ($27,000 if 50 or older); $6,000 
for both a traditional and Roth IRA ($7,000 if 50 and older); or $14,000 for a 
SIMPLE IRA ($17,000 if 50 and older). 
 

• Plan withdrawals from retirement accounts to be tax efficient. Your 
retirement accounts could span multiple account types, such as traditional 
retirement accounts, Roth accounts, and taxable accounts like brokerage or 
savings accounts. Because of this you should plan for your withdrawals to be 
as tax efficient as possible. 
 

• Net capital gains with capital losses. If you have appreciated investments 
you’re thinking about selling, take a look through the rest of your portfolio to 
see if you have other assets that you could sell for a loss and use to offset 
your gains. Using the tax strategy of tax-loss harvesting, you may be able to 
take advantage of stocks that have underperformed. 
 
Make an appointment with your investment advisor to look over your portfolio 
to see if there are any securities you may want to sell by the end of 2022. 
 

https://apps.irs.gov/app/tax-withholding-estimator


 

Tax planning can potentially result in a lower bill from the IRS if you start taking 
action now. Please call if you have questions about your tax situation for 2022. 

 

Side Hustling for Extra Income 

From supplementing their current income to replacing income that was lost because 
of layoffs, the pandemic or other reasons, many people have started side hustles 
over the past 2 years to help make ends meet. 

If you currently have a side hustle, don't forget about the tax implications from 
earning extra money. Here are several ideas to help you stay on top of your side 
hustle's taxes: 

✓ All income must be reported. Income from side hustles can come from a 
variety of sources. Regardless of where the money comes from or how much 
it is, it is supposed to be reported on your tax return. If you do work for a 
company, expect to receive a 1099-NEC or 1099-MISC if you are an 
independent contractor, or a W-2 if you're an employee. 

✓ Keep good records and save receipts. Being organized and having good 
records will do two things: ensure accurate tax reporting and provide backup 
in the event of an audit. Log each receipt of income and each expense. Save 
copies of receipts in an organized fashion for easy access. There are multiple 
programs and apps to help with this, but a simple spreadsheet may be all that 
you need. 

✓ Make estimated payments. If you are running a profitable side business, you 
will owe additional taxes. In addition to income tax, you might owe self-
employment tax as well. Federal quarterly estimated tax payments are 
required if you will owe more than $1,000 in taxes for 2022. Even if you think 
you will owe less than that, it's a good idea to set a percentage of your income 
aside for taxes to avoid a surprise when you file your 2022 return. 

✓ Don't fall into the hobby trap. You won't be allowed to deduct any expenses 
if the IRS determines that your side hustle is a hobby instead of a business. 
To make sure your side hustle is deemed a business by the IRS, you should 
show a profit during at least three of the previous five years. 

✓ Get tax help. There are many other tax factors that can arise from side 
income such as business entity selection, sales taxes, state taxes, and more. 
Please call to set up a time to work through your situation and determine the 
best course of action for your side hustle. 

 

Money Management Tips for Couples 

Couples consistently report finances as the leading cause of stress in their 
relationship. Here are a few tips to avoid conflict with your long-term partner or 
spouse. 

❖ Be transparent. Be honest with each other about your financial status. As 
you enter a committed relationship, each partner should learn about the status 
of the other person's debts, income and assets. Any surprises down the road 
may feel like dishonesty and lead to conflict. 



 

❖ Frequently discuss future plans. The closer you are with your partner, the 
more you'll want to know about the other person's future plans. Kids, planned 
career changes, travel, hobbies, retirement expectations — all of these will 
depend upon money and shared resources. So discuss these plans and 
create the financial roadmap to go with them. Remember that even people in 
a long-term marriage may be caught unaware if they fail to keep up 
communication and find out their spouse's priorities have changed over time. 

❖ Know your comfort levels. As you discuss your future plans, bring up 
hypotheticals: How much debt is too much? What level of spending versus 
savings is acceptable? How much would you spend on a car, home or 
vacation? You may be surprised to learn that your assumptions about these 
things fall outside your partner's comfort zone. 

❖ Divide responsibilities, combine forces. Try to divide financial tasks such 
as paying certain bills, updating a budget, contributing to savings and making 
appointments with tax and financial advisors. Then periodically trade 
responsibilities over time. Even if one person tends to be better at numbers, 
it's best to have both members participating. By having a hand in budgeting, 
planning and spending decisions, you will be constantly reminded how what 
you are doing financially contributes to the strength of your relationship. 

❖ Learn to love compromising. No two people have the same priorities or 
personalities, so differences of opinion are going to happen. One person is 
going to want to spend, while the other wants to save. Vacation may be on 
your spouse's mind, while you want to put money aside for a new car. By 
acknowledging that these differences of opinion will happen, you'll be less 
frustrated when they do. Treat any problems as opportunities to negotiate and 
compromise. 

 

Tax Breaks for Summer Camps 

As a busy working parent, you may be on the lookout for activities that are available 
for your kids this summer. There may be a solution that’s also a tax break: Summer 
camp! 

Using the Child and Dependent Care Credit, you can be reimbursed for part of the 
cost of enrolling your child in a day camp this summer. 

 

Am I eligible? 

1. You, and your spouse if you are married, must both be working. 

2. Your child must be under age 13, your legal dependent, and live in your 
residence for more than half the year. 

If your spouse doesn’t work but is either a full-time student, or is disabled and 
incapable of self-care, you may still qualify for the credit. 

 

How much can I save? 

For 2022, you can claim a maximum credit of $1,050 on up to $3,000 in expenses for 
one child, or $2,100 on up to $6,000 in expenses for two or more children. 

 



 

What kind of camps? 

The only rule is: no overnight camps. 

The credit is designed to help working people care for their kids during the work day, 
so summer camps where kids stay overnight aren’t eligible for this credit. 

Other than that, it doesn’t matter what kind of camp: soccer camp, chess camp, 
summer school or even day care. All of these are eligible expenses for this credit. 

 

Other ways to use this credit 

While summer day camp costs are a common way to use this credit, any cost to 
provide care for your children while you are working may be eligible. 

 

For example, you can use this credit to pay a qualified day care center, a 
housekeeper or a babysitter to take care of your child while you are working. You 
can even pay a relative to care for your child and claim the credit for that expense, 
as long as the relative isn’t your dependent, minor child or spouse. In order to claim 
the credit for payments to an individual, you will need his\her name, address and 
Social Security number. 

 

This is just one of many possible tax breaks related to children and dependents. 
Please call if you have questions about this credit, or if you’d like to discuss any 
other tax savings ideas. 

 

 

 

As always, should you have any questions or concerns regarding your tax situation 
please feel free to call. 

 

This publication provides summary information regarding the subject matter at time 
of publishing. Please call with any questions on how this information may impact 
your situation. This material may not be published, rewritten or redistributed without 
permission, except as noted here. This publication includes, or may include, links to 
third party internet web sites controlled and maintained by others. When accessing 
these links the user leaves this newsletter. These links are included solely for the 
convenience of users and their presence does not constitute any endorsement of the 
Websites linked or referred to nor does COLEMAN & ASSOCIATES CPAs LTD have 
any control over, or responsibility for, the content of any such Websites. All rights 
reserved. 


