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January 16, 2024
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Tips for a Smooth Tax Season
With tax season officially underway, here are tips to make filing your return as stress-free as
possible:

v' Gather your tax information for filing. Items you'll need include W-2s, 1099s, K-1s
and other forms you receive from your business, employers, brokers, banks, and
others. If you find any errors, contact the issuer immediately to request a corrected

copy.

v' Organize your records. Once you've started gathering your information, find a place
to put all the documents as you receive them, or consider scanning documents to
store on your computer. You can also take pictures of the documents with your phone
as backup. Missing information is one of the biggest reasons filing a tax return is
delayed.

v' Clean up your auto log. Create and review the necessary logs to support your
gualified business miles, moving miles, medical miles and charitable miles driven by
you. Gather the logs and make a quick review to ensure they are up to date and
totaled.

v' Review your child's income. Your child may be required to file a 2023 income tax
return. A 2023 return is generally required if your child has earned more than
$13,850, or has investment income such as dividends, interest, or capital gains that
total more than $1,250.



v' Contribute to your IRA and HSA. You can still make 2023 IRA and HSA

contributions through either April 15th or when you file your tax return, whichever
date is earlier. The maximum IRA contribution for 2023 is $6,500 ($7,500 if age 50 or
older). The maximum HSA contribution is $3,850 for single taxpayers and $7,750 for
families.

Calculate your estimated tax if you need to extend. If you file an extension, you'll
want to do a quick calculation to estimate your 2023 tax liability. If you owe Uncle
Sam any money, you'll need to write a check by April 15th even if you do extend.

Ideas to Help Set Financial Goals

With the new year underway, it may be time to come up with a list of goals and that could
make 2024 the most financially rewarding year for your entire family. Your motivation can be
nearly anything, from saving for retirement or paying for college. Consider these resolutions
that can also provide a financial boost:

Declutter for cash. Go through every room of the house as a family and collect
items that nobody uses or needs anymore. Sell these items through sales platforms,
then use the cash to pay down debt or add to your emergency fund.

Work together to reduce food waste. With inflation running high over the last few
years and grocery prices on the rise, everyone in the family can to do their part to
reduce food spending. This means creating meal plans and shopping for groceries
based on those plans, but it also means eating leftovers and cooking more at home
instead of dining out.

Set up automatic savings. Setting up automatic savings is another great way to
make progress toward financial goals. You can set up your bank account to
automatically transfer money to a dedicated savings account on a certain day each
month, or on each payday.

Save for something fun. Set a family savings goal for something to work toward,
whether that’s saving for a family vacation or the building cash to purchase a
backyard playground. Having a goal can help family members part with items they
don’t need but can sell, or to cut their spending to help reach a common goal.

Develop investing basics. Set up online access for your own retirement accounts or
taxable investment accounts so you can show your family the power of compound
interest firsthand. You can even consider setting up investments for your kids. If they
have earned income, for example, they can start investing with a Roth IRA.

Financial goals can be a family affair if everyone in your crew understands what you’re
working toward and what’s at stake. By keeping communication open and getting your entire
family on the same page, you can all work together toward the lifestyle you want.



Plan Your Retirement Savings Goals for 2024

PLAN 2023 2024 CHANGE
SIMPLE Annual Contribution $15,500 $16,000 + $500
IRA 50 or over catch-up Add $3,500 Add $3,500 No Change
401(k), 403(b), Annual Contribution $22,500 $23,000 + $500
457 and 50 or over catch-up Add $7,500 Add $7,500 No Change
SARSEP
Traditional Annual Contribution $6,500 $7,000 + $500
IRA 50 or over catch-up Add $1,000 Add $1,000 No Change
Single; Head of Household {73,000 - 83,000 77,000 - 87,000 + $4,000
AGI Deduction Joint nonparticipating spouse 218,000 - 228,000 [230,000 - 240,000 f+ $12,000
Phaseouts: Joint participating spouse 1116 000 - 136,000 (123,000 - 143,000 |+ $7,000
Married Filing Separately 0 - 10,000 0 - 10,000 No Change
(any spouse participating)
Roth Annual Contribution $6,500 $7,000 + $500
IRA 50 or over catch-up Add $1,000 Add $1,000 No Change
Single: Head of Household 138,000 - 153,000 (146,000 - 161,000 |+ $8,000
AGIDeduction |, vied Filng Joindy ~[218.000 - 228,000 230,000 - 240,000 [+ $12,000
Phaseouts:
Married Filing Separately [0 - 10,000 0 - 10,000 No Change
Joint, Single, or Head of  |No AGI Limit No AGI Limit No AGI Limit

Rollover to Roth Eligibility

Household

Married Filing Separately

Allowed / No AGI

Limit

Allowed / No AGI

Limit

Allowed / No AGI

Limit

What you can do

» Look for your retirement savings plan from the table and note the annual savings limit
of the plan. If you are 50 years or older, add the catch-up amount to your potential

savings total.

» Then make adjustments to your employer-provided retirement savings plan as soon

as possible in 2024 to adjust your contribution amount.




» Double check to ensure you are taking full advantage of any employee matching
contributions into your account.

» Use this time to review and re-balance your investment choices as appropriate for
your situation.

» Set up new accounts for a spouse and/or dependents. Enable them to take
advantage of the higher limits, too.

» Consider IRAs. Many employees maintain employer-provided plans without realizing
they could also establish a traditional or Roth IRA. Use this time to review your
situation and see if these additional accounts might benefit you or someone else in
your family.

» Review contributions to other tax-advantaged plans, including flexible spending
accounts (FSAs) and health savings accounts (HSAS).

» The best way to take advantage of increases in annual contribution limits is to start
early in the year. The sooner, the better.

Every Business Needs Cash!
5 keys to better cash management

Focusing on sales and profits can create a surprise for your business when there is not
enough cash to pay the bills. Here are five practices to help improve your cash
management.

1. Create a cash flow statement and analyze it monthly.

The primary objective of a cash flow statement is to help you budget for future periods and
identify potential financial problems before they get out of hand. This doesn't have to be a
complicated procedure. Simply prepare a schedule that shows the cash balance at the
beginning of the month and add cash you receive (from things like cash sales, collections on
receivables, and asset dispositions). Then subtract cash you spend to calculate the ending
cash balance. If your cash balance is decreasing month to month, you have negative cash
flow and you may need to make adjustments to your operations. If it's climbing, your cash
flow is positive.

Tip: Once you have a cash flow statement that works for you, try to automate the report in
your accounting system.

2. Create a history of your cash flow. Build a cash flow history by using historical financial
records over the course of the past couple of years. This will help you understand which
months need more attention.

3. Forecast your cash flow needs. Use your historic cash flow and project the next 12 to
24 months. This process will help identify how much excess cash is required in the good
months to cover payroll costs and other expenses during the low-cash months. To smooth
out cash flow, you might consider establishing a line of credit that can be paid back as cash
becomes available.



4. Implement ideas to improve cash flow. Now that you know your cash needs, consider
ideas to help improve your cash position. Some ideas include:

e Reduce the lag time between shipping and invoicing.

e Re-examine credit and collection policies.

e Consider offering discounts for early payment.

e Charge interest on delinquent balances.

e Convert excess and unsold inventory back into cash.

5. Manage your growth. Take care when expanding into new markets, developing new
product lines, hiring employees, or ramping up your marketing budget. All require cash.
Don't travel too far down that road before generating accurate cash forecasts. And always
ask for help when needed.

Understanding your cash flow needs is one of the key success factors in all businesses. If
your business is in need of tighter cash management practices, now is the perfect time to
get your cash flow plan in order.

Best Way to Avoid an IRS Audit: Preparation

Getting audited by the IRS is no fun. Some taxpayers are selected for random audits every
year, but the chances of that happening to you are very small. You are much more likely to
fall under the IRS's gaze if you make one of several common mistakes.

That means your best chance of avoiding an audit is by doing things right before you file
your return this year. Here are some suggestions:

% Don't leave anything out. Missing or incomplete information on your return will
trigger an audit letter automatically, since the IRS gets copies of the same tax forms
that you do (such as W-2s and 1099s).

% Double-check your numbers. Bad math will get you audited. People often make
calculation errors when they do their returns, especially if they do them without
assistance. The most frequent errors occur in people's calculation of their amount of
tax due, as well as the number of exemptions and deductions they claim.

K/
*

% Don't stand out. The IRS takes a closer look at business expenses, charitable
donations and high-value itemized deductions. IRS computers reference statistical
data on which amounts of these items are typical for various professions and income
levels. If what you are claiming is significantly different from what is typical, it may be
flagged for review.

K/

% Have your documentation in order. Be meticulous about your recordkeeping. Items
that will support the tax breaks you take include: cancelled checks, receipts, credit
card and investment statements, logs for mileage and business meals and proof of
charitable donations. With proper documentation, a correspondence letter from the
IRS inquiring about a particular deduction can be quickly resolved before it turns into
a full-blown audit.

Remember, the average person has a less than 1 percent chance of being audited. If you

prepare now, you can narrow your audit chances even further and rest easy after you've

filed.



Your New Portal Experience

Your Coleman Portal sign-in experience has been modified by our portal platform provider to
improve security.

The platform for your Coleman Portal continues to be provided by Thomson
Reuters. Thomson Reuters has upgraded to a more advanced Multi-Factor Authentication
system that further enhances the security of your Coleman Portal.

What you need to know:

+ You’ll need to create a new username and password. To get started and link to
your current portal, you need your current NetClient CS login ID and password. If
you've forgotten you login ID or password, please send an email
to info@colemancpas.com.

o Passwords will no longer expire after 90 days.
o User names and passwords are hidden from us.

+ The sign-in page will look different but will function the same way.
o This video showcases the new experience
o Here is a step by step guide that further supports the content within the video
should you prefer this format.

+ You’ll need to enable two-factor authentication. There are several options
available to verify your identity when you log in. We recommend using the Microsoft
Authenticator or AuthO Guardian mobile app, which are free in the Apple App
Store for iOS and Google Play Store for Android. Learn more about two-factor
authentication.

o Using in Microsoft Authenticator or AuthO Guardian app is the most secure
option.

If you're having difficulties, contact the office by emailing us at info@colemancpas.com or
calling 773-444-3100 and we can work with you to troubleshoot further.

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.
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