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As we wrap up 2025, we're pleased to present our annual tax advice and strategy letter. It's important
to take a closer look at your tax and financial plans and discuss steps that can be taken to reduce your
tax liability and make more tax efficient financial decisions in the future.

With new tax legislation, economic shifts, and evolving personal circumstances, thoughtful planning
can make a meaningful difference. Our goal is to help you navigate these changes with confidence and
position yourself for financial success in the year ahead.

In this letter, you'll find a summary of key tax law changes, important deadlines and actionable
planning ideas. Whether you're looking to maximize deductions, plan for retirement or address life
changes, we're here to provide guidance and support every step of the way.

This comprehensive guide reflects our commitment to providing you with the most up-to-date tax and
financial advice through our approach. This means, when we look at
your financial plan and investments, we consider tax implications and planning opportunities. It also
means that when we look at your tax plan and preparation, we consider investment and financial
planning strategies.

Your plans benefit greatly from having one advisor that sees both sides of your financial life. If right
now you are thinking of a family member or friend that could benefit from the same advice you've
come to count on, then please don't keep us a secret.

Scan with your camera
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We're here to help you take a fresh look at your financial health. Connect with us to discuss your
personal goals and strategies so we can develop a customized plan together. If you expect changes
by year's end or next year, please call us to discuss as it's better for us to be proactive and plan
ahead for the changes versus reacting after the change has occurred. Possible changes could be:

e Change in marital status

e Birth of a child or grandchild

e Death of aloved one

e Primary residence sale and move

e Sale or purchase of a rental property
e Sales of investments

e Started or sold a business

In the meantime, here’s a look at some things to consider as we approach year-end.

CFA/TCo’s Fave Five things you can do now to reduce your tax liability.

1.Confirm you saved the maximum amount in your 401k/403b/TSP

2.If you are at least 50 years old, maximize your catch-up contribution in your
401k/403b/TSP; if you are age 60-63 by the end of 2025, be aware of
additional enhanced catch-up contributions

3.Confirm you saved the maximum in your Health Savings Account (HSA)

4.Harvest tax losses

5.Lump charitable donations in 2025 versus 2026

New temporary deducations for tips, overtime, car loan interest and seniors

For 2025-2028, you may be eligible for new deductions: up to $25,000 of qualified tips; up to
$12,500 ($25,000 joint) of overtime premium pay; up to $10,000 of interest on loans for new, U.S.
assembled vehicles; and an additional senior deduction of up to $6,000 if you are age 65 or older

available to those who itemize or claim the standard deduction. Each deduction is subject to income
phase-outs and specific eligibility rules. If these deductions are applicable to your situation, we can
help you maximize these benefits.

State and local tax deduction
The cap on the deduction for state and local taxes is temporarily increased to $40,000($20,000 for
married filing separately) for 2025 through 2029, with a phase-down for higher incomes. The cap
reverts to $10,000 after 2029. This may affect whether it is beneficial for you to itemize deductions
and your overall tax planning.
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IT'S AROTH WORLD

Roth IRA Micro-conversion Strategy

We can help you analyze the benefits of implementing a Roth IRA micro-conversion and tax
bracket management strategy. This strategy allows you to fill up your current lower income tax
bracket with income from a Roth Conversion. After age 73 you will be required to take money out
of your traditional IRAs. If due to your RMD income, you are in 30-35% bracket, but now find
yourself in the 20-25% bracket or below, converting smaller amounts of your traditional IRA to a
Roth IRA, known as micro-conversions, allowing you to fill up your current year bracket with
income without spilling over to the next highest tax bracket. This can save thousands of dollars of
tax after age 73.

Roth 401k Five-Year Rule
If you are within five years of retirement and have a Roth 401k, you should move a small amount
out of the Roth 401k into a Roth IRA to start your five-year clock on the five-year rule. The five

year rule for Roth IRA distributions stipulates that 5 years must have passed since the tax year of
your first Roth IRA contribution before you can withdraw the earnings in the account tax-free.
Money moved from a Roth 401k to a Roth IRA starts the five-year clock.

Required Minimum Distributions (RMDs)
RMDs are the minimum amount you must annually withdraw from your retirement accounts (e.g.,

401(k) or IRA) if you meet certain criteria. For 2025, you must take a distribution if you are age 73
by the end of the year, although you can elect to defer the first RMD and take it by April 1 of the
following year). Planning ahead to determine the tax consequences of RMDs is important,
especially for those who are in their first year of RMDs. The IRS issued new life expectancy tables
effective for the 2022 tax year and forward, resulting in lower RMD amounts. We can help you
calculate any RMDs to take this year and plan for any tax exposure.

Born in 1958 or later, your RMD doesn’t start until Age 75. This is a great opportunity when your
income decreases to take advantage of micro-Roth IRA conversion. See this discussed elsewhere
in our guide.

If a taxpayer passes away after starting to take RMDs, a non-spouse beneficiary must take RMDs

and cannot wait ten years to take it. If a taxpayer passes away before having started taking RMDs,
a non-spouse beneficiary is not required to take anything out until the tenth year following death.
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Charitable Contribution Planning_

With changes coming in 2026 to the charitable deduction, it will be important to review your plans
to discuss the best timing and structure for your charitable giving. There are many tax planning
strategies we can discuss with you about charitable giving.

If you are planning to donate to a charity, it's likely better to make your contribution before the
end of the year to potentially save on taxes. For example, consider donating appreciated assets
that have been held for more than one year, rather than cash. By donating stock that has
appreciated for more than a year, you are giving 20 percent more than if you sold the stock and
then made a cash donation. The reason is simple: avoiding capital gains taxes. The maximum
federal capital gains tax rate is 20 percent on long-term holdings and there are discussions that it
may be increasing in the years to come.

Opening and funding a donor advised fund (DAF) is appealing to many as it allows for a tax-
deductible gift in the current year and the ability to dole out those funds to charities over multiple
years.

Qualified charitable distributions (QCDs) are another option for certain older taxpayers who don’t
typically itemize on their tax returns. These are distributions from retirement accounts such as
IRA’s that are given directly to a qualifying charity and thus are not included in your taxable
income.

Note that it’s important to have adequate documentation of all donations, including a letter from
the charity for donations of $250 or more. Keep adequate documentation of any noncash
donations as well, including what was donated and the approximate value of those goods.

Keeping track of cash contributions is even more important starting in 2026 as there are new
deductions available for those giving cash gifts to public charities even if you are not itemizing,
subject to limitations.

We will ask you to provide this information on your tax organizer for 2025. Even if you do not
itemize your deductions, we need your Cash/Check/Credit Card donations so your deductions are
maximized!

www.taylorcpas.net | One Advisor Twice the Advice™ | 410-823-5442
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Annual Gifting

The annual gifting tax limit for 2025 is $19,000. This amount will remain $19,000 in 2026. We
recommend making annual gifts early in the year (January is advised) in case there is a law change
or in case a taxpayer passes away later in the year and misses the opportunity to make the gift.
Post-mortem gifts are not allowed. Make sure checks are cashed timely.

Child Tax Credit & Family-Credit Updates

The Child Tax Credit has been modestly increased to $2,200 per qualifying child and indexed for
inflation going forward. This presents planning opportunities for families with children. We will
review your eligibility, phase-out thresholds, and potential timing strategies.

Energy Tax Credits

Many federal energy credits, including those for new and used clean vehicles, solar panels and
energy efficient home improvements, have expired or are set to expire soon. If you are considering
such purchases or upgrades, we can help you determine if your purchases will still qualify.

Retirement Account Strategies

e Explore the mega backdoor Roth strategy if your employer’s plan allows it
e Consider implementing a multi-year Roth conversion strategy to reduce future tax obligations

Estate Planning Updates
e Consider substantial gifts in 2025 and 2026 to maximize the current lifetime gift tax exemption
e Explore Spousal Lifetime Access Trusts (SLATSs) for estate planning flexibility

The Triple Tax-Free HSA - everyone should have one!
e Contributions are tax deductible regardless of income, growth is tax free and withdrawls are
tax free when used for a whole host of qualified medical, dental and vision expenses
e Consider investing HSA money in mutual funds for long-term growth

e Maximize yourr HSA contributions early in the year so you get the benefit of tax free growth
all year!
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Business Owner Strategies

e STOP making contributions to a SEP-IRA and switch to an individual 401k/Solo 401k

¢ Maximize the Quualified Business Income (QBIl) deduction - this deduction has become
permanent with the new tax bill

e Strategic equipment purchases utilizing the Section 179 deduction and bonus depreciation
before year end; 100% bonus depreciation has been permanently extended for property
placed in service on or after January 19, 2025

¢ Maximize deductions like the home office, vehicle, travel, office supplies, and professional
development

e Be aware that meals purchased for employees for the convenience of the employer are no
longer going to be deductible in 2026

Capital Gains taxed at zero percent!

Recognize capital gains in retirement with these income limits as your guide.
e 2025 Married Filing Joint taxable income less than $96,700 gets 0% capital gains tax rate
* 2026 Married Filing Joint taxable income less than $98,900 gets 0% capital gains tax rate

Maryland Saves Program - Maryland Annual Reporting Requirements

If you have a business that is required to file Annual Reports with the Maryland Department of
Assessments and pay the annual $300 filing fee, there is potential to avoid the $300 fee if your
business already has a retirement plan in place. If your business does not have a retirement plan in
place, you can still avoid the fee if you sign up for the Maryland Saves Program. In either case, you
must go online to the Maryland Saves website and attest that your business already has a
retirement plan in place or sign up for the Maryland Saves Program to avoid the $300 filing fee.
This must be done before December 31, 2025. This must be done each year.

Education Costs

The American opportunity tax credit (AOTC) and lifetime learning credit are just that: credits,
which are much more favorable than deductions. These provisions reduce the taxes you pay dollar
for dollar. The AOTC is even refundable for some individuals, meaning you could receive up to
$1,000 in a refund by using this credit. This credit is now a permanent tax break.

www.taylorcpas.net | One Advisor Twice the Advice™ | 410-823-5442
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What are the income limits for AOTC AND lifetime learning credit?
e To claim the full credit, your modified adjusted gross income (MAGI) must be $80,000 or less
($160,000 or less for married filing jointly).
* You receive a reduced amount of the credit if your MAGI is over $80,000 but less than
$90,000 (over $160,000 but less than $180,000 for married filing jointly).
* You cannot claim the credit if your MAGI is over $90,000 ($180,000 for joint filers).

For Maryland residents, for those with Maryland income, Maryland allows a state tax deduction of
up to $2,500 per taxpayer, per beneficiary for amounts contributed to a Maryland 529 Plan each
year.

Sec. 529 plans also allow for up to $10,000 in annual tax-free distributions per beneficiary
(regardless of the number of contributing plans) for tuition at elementary and secondary schools,
including religious or other private schools.

529 Plan Rollover to Roth IRA. Taxpayers may be able to directly roll over up to a total of $35,000
from 529 plan accounts to Roth IRAs for the same beneficiary, provided the 529 accounts have
been held for at least 15 years. Annually, the rollover amounts would be subject to Roth IRA
contribution limits and contributions within the last five years are ineligible for the rollover.

Electronic payments to and from the IRS

In March 2025, an executive order requires all federal disbursements, including IRS tax refunds to
be made electronically rather than by paper check, effective Sept. 30, 2025. According to the IRS,
payments to Treasury can still be made using the current acceptable methods until guidance is

released to provide a timeline for electronic payments. We recommend reviewing your current
refund and payment methods to ensure compliance and to avoid delays or complications in the
future. Please let us know if uou would like to discuss how these changes might affect you.

Student Loans
Student loan interest continues to be deductible in 2025 up to $2,500 within certain income limits.

www.taylorcpas.net | One Advisor Twice the Advice™ | 410-823-5442



¢ TAYLOR & CO.

A Division of Chesapeake Financial Advisors

Key Numbers for 2025 and 2026

SUPER 401k CATCH UP: Are you 60, 61, 62 or 63 years old? If so, you get a

$11,250 catch-up contribution in your 401k/403b/TSP in 2025!

Starting in 2026, those over the age of 50 will be divided into groups based on annual income and
different rules apply to each group.

Tax and retirement reference numbers are as follows:

401k/403b Contribution Limits

2025 2026

$24,500 (Age 50+ Catch Up $8,000, if wages are

$23,500 (Age 50+ Catch Up $7,500,
over $145,000, the catch up must be made to a

Age 60-63 Catch Up $11,250)

Roth 401k/403b)
Traditional and Roth IRA Contribution Limits
2025 2026
$7,000 (Age 50+ Catch Up $1,000) $7,500 (Age 50+ Catch Up $1,100)
Roth IRA Income Limits
2025 2026
Single & Head of Household $150,000 $153,000
Married $236,000 $242,000

www.taylorcpas.net | One Advisor Twice the Advice™ | 410-823-5442
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Health Savings Accounts

2025 2026
Single/Family $4,300/$8,550 $4,400/$8,750
Age 55+ Catch-Up $1,000 $1,000
Standard Mileage Rate
2025 2026
$0.70 TBD - stay tuned, typically released in

December each year

Annual Gift Tax Limit

2025 2026

$19,000 $19,000

Fraudulent Activity Remains a Significant Threat

Our firm takes data security very seriously and we think you
should as well. Fraudsters continue to refine their techniques
and tax identity theft remains a significant concern.

Call us immediately if you:

e Receive a notice or letter from the IRS regarding a tax return, tax bill, or income that
doesn’t apply to you. Do not contact them and send the notice to us.

e Get an unsolicited email or another form of communication asking for your bank account
number, other financial details, or personal information.

e Receive a robocall insisting you must call back and settle your tax bill.

e The IRS, Social Security, Medicare, Police or Government Agencies will never call or text

you requesting you pay them money. Be aware, it’s probably a scam!
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Important Cyber Security Tips

It's strongly encouraged that you follow these cyber security best practices:

e Update all of your passwords at least once a year
e Use an encrypted password vault like LastPass, and you'll never need to

remember a password again

e Use a minimum of 12 characters with a combination of special characters,
capital letters, and numbers. We recommend using a phrase that you'll
easily remember. For example, “I grew up on Bayberry Lane in Maryland.”
The password would use the first letter of each word and replace “I” with
1 and “O” with O (Zero). Then you can add a few numbers to the end alon
with a special character. Password: 1GuOBLiM967!

e Turn on two-factor authentication (2FA) for all financial websites and
preferably any website or application that offers it.

e Regularly check for updates on each of your devices and download them
as soon as they're available. They often include security updates, which
makes these updates vital to securing the device.

e Never click on unsolicited email links.

¢ Never - ever - include personal information like date of birth, social
security numbers, or bank account information in an email.

You must take action to keep your personal financial information safe. We're happy to walk our
clients through implementing these security best practices or review anything you suspect could
be fraudulent.

We recommend that all taxpayers apply for an IRS issued PIN number for filing tax returns this year.

You may be issued an annual PIN by the IRS already if you have had fraudulent activity
on your IRS account in the past or if you have requested a PIN in the past. However, if
you have not been issued a PIN, we recommend that you go on the IRS website and
request one. The link to obtain a PIN is:

https://www.irs.gov/identity-theft-fraud-scams/get-an-identity-protection-pin

If you file jointly with a spouse, each taxpayer must obtain his or her own PIN.

www.taylorcpas.net | One Advisor Twice the Advice™ | 410-823-5442
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Digital Assets and Virtual Currency

Digital assets are defined as any digital representations of value that are recorded on a
cryptographically secured distributed ledger or any similar technology. For example, digital assets
include non-fungible tokens (NFTs) and virtual currencies, such as cryptocurrencies and stablecoins.

Beginning with transactions occurring in 2025, the IRS has implemented new reporting requirements.
For certain transactions through a broker or certain digital asset platforms, you may receive a new
Form 1099-DA in early 2026. It is important to note that you are responsible for accurately reporting
all taxable digital asset transactions on your tax return, even if you do not receive a Form 1099-DA. It
is important to maintain detailed records of all digital asset purchases, sales, exchanges and related

transactions to substantiate that reporting. The IRS continues to increase its scrutiny and reporting
requirements in this area.

One penalty for failure to report crypto activities can be 50% of the
highest balance in the account each year.

Unfortunately, very few consumers understand the income tax and foreign reporting obligations

that accompany crypto-currency activities, and the incorrect and misleading information floating
around on the internet is a major concern.

Here are the seven activities that require individual transaction reporting in addition to just reporting
the existence of the account. You read that correctly; each individual transaction must be individually

reported. For example, if you use cryptocurrency to buy a cup of coffee, we must report that
transaction individually on your return.

R x 1.Selling (Converting) crypto to US Dollars
O / o~ =~
ey - -~ ? 2.Trading one crypto for another

3.Spending crypto directly for goods or services
4.Mining crypto from your computers

5.Staking or lending crypto and receiving payment in crypto or dollars
N ./ 6.Receiving Airdrop crypto

7.Getting paid in crypto

ltems 1, 2, and 3 require that we report each transaction separately on your return. Potentially
hundreds or thousands of transactions must be reported if you are spending cryptocurrency, trading
(even via a “Bot”), mining, etc. If you hold and transact with digital assets, you should be aware of a

safe harbor that allows for the allocation of unused basis before the end of the year if you used the
universal method to determine the cost of those assets.

We are going to remind you in our organizers, interviews, and engagement letters that these actions
must be disclosed so that we may report them and have you avoid penalties.

www.taylorcpas.net | One Advisor Twice the Advice™ | 410-823-5442
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Additional Tax and Retirement Planning Considerations

We recommend you review your retirement goals and plan at least annually. That includes making the
most of tax-advantaged retirement saving options, such as traditional IRAs, Roth IRAs, and company
retirement plans. It is also advisable to take advantage of health savings accounts (HSAs) that can help
you reduce your taxes and save for your future medical-related expenses.

Consider converting a portion of an IRA to a Roth IRA and paying taxes on the conversion in the
current year, allowing for future tax-free growth and tax-free distribution. Manage the conversion by
projecting how much additional taxable income can be realized in the year without skipping forward to
the next tax bracket.

Consider using a back door Roth strategy to get around income limits on contributing to a Roth IRA.
Ask us about this opportunity and the special rules that may apply to you.

Here are a few more tax and financial planning items to discuss with us:

e Let us know about any major changes in your life such as marriages or divorces, births or deaths in
the family, job or employment changes, starting a business and significant expenditures (real estate
purchases, college tuition payments, etc.).

e We'll consider tax benefits related to using capital losses to offset realized gains and move any
gains to the lowest tax brackets, if possible.

e Work together to plan appropriately for estate and gift tax purposes. There is an annual exclusion
for gifts ($19,000 per donee, $38,000 for married couples for 2025) to help save on potential
future estate taxes.

e Review any updates needed to insurance policies or beneficiary designations.

» Keep in mind that for 2025, if you file a joint return with taxable income of less than $96,700,
capital gains are taxed at 0%. For 2026, if joint return taxable income is less than $98,900, capital
gains are taxed at 0%.

e Let's review withholding and estimated tax payments and assess any liquidity needs. With
underpayment interest rates at 7% for federal, it is a good idea to review before year end.

e Consider paying your last quarterly state estimated income tax payment before January because
state tax deductions are increased in 2025 subject to certain limitations.

e Consider US Treasury Series | Savings Bond investments for competitive inflation-adjusted and tax
efficient interest rates. Interest is exempt from state income tax so if you are in a high tax state,
your return is enhanced.
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Year-End Planning Equals Fewer Surprises

There are many other planning opportunities to discuss as year-end approaches. And, many times,
there may be strategies such as deferral or acceleration of income, prepayment, or deferral of
expenses, etc., that can help you save taxes and strengthen your financial position.

Whether it’s working toward retirement or getting answers to your tax and financial planning
guestions, we're here for you. As always, planning can help you minimize your tax bill and position you
for greater success.

Elevate your tax plan with our Gold Tax Advisory Service that includes annual planning, questions
throughout the year, along with preparation of your returns.

The deadline to turn in your tax documents is March 11, 2026

Please note, if we do not receive your documents by March 11, 2026, your returns may need to be
put on extension. Extensions require the preparation of a tax form.

1.*”*NEW™** ONLINE with Client Collaboration - We will email you a link to complete your
engagement letter and tax organizer online. You are also able to attach documents securely in this
online tool.

2.SCAN and UPLOAD securely to ShareFile - The IRS recommends that you do not send us any
information or documents that contain personally identifiable information like social security
numbers, dates of birth, or account numbers via email. Our ShareFile client portal allows you to
upload documents securely as well as send us a secure, encrypted email right from a link in our
email signatures.

3.MAIL your tax documents - We understand that not everyone is comfortable with using
technology so you may continue to mail your tax documents to our office. We will send you a pre-
paid (by us) Priority Mail Envelope with tracking and confirmation of delivery for any client that
requests it. We will scan your documents into our system and upload a copy to your folder on
ShareFile before returning the documents to you. This will help you have an electronic copy should
any documents be lost, damaged, or destroyed in the future.

4.DROP OFF in the Towson Office - We will continue with our successful drop-off procedure that
went into effect in 2017. We will accept your tax documents via drop-off at our office between
the hours of 10 am - 2 pm, Tuesday through Thursday, and provide you with a receipt of
acceptance. Please note our address is: 401 Jefferson Avenue, Towson, MD 21286. Please call the
schedule a time to drop off your documents so that we can be ready for you.

www.taylorcpas.net | One Advisor Twice the Advice™ | 410-823-5442



¢ TAYLOR & CO.

A Division of Chesapeake Financial Advisors

l If you do not have access to your ShareFile folder, please call our
office at (410) 823-5442 or email invest@peakeadvisors.com and
[}

we will assist you with getting a link to your folder.

Please let us know how we can be of service, and we are looking forward to speaking with you during
tax season!

Thank you, again, for your continued trust in our advice and services. Please don’t keep us a secret!

Sincerely,

/‘ﬁ/ﬁl/ [’:MW

Tom Taylor, CPA/PFS Laura Jagdman, CPA

Founder Director of Tax

Craig Pohl, EA Aurielle Dulany, EA

Tax & Financial Advisor Tax Advisor & Accounting Specialist
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