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Honey, They Shrunk the Groceries
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Spring arrived very early here in
Northern Virginia, and with it
thoughts of tax returns, 2023 tax
planning, and spring cleaning.
This issue of our newsletter
includes 2023 tax tables and
retirement plan contribution limits
as well as guidelines for keeping
your financial records organized
and current.

In late December, the latest
changes to retirement plan rules
was passed: SECURE 2.0. The
primary change effective January
1, 2023, include increasing the
age at which required minimum
distributions (RMDs) start to 73
for those born 1951-1958, and
age 75 if you were born in 1959
or later. There are a number of
other changes effective in later
years we'll cover elsewhere.

If your financial situation has
changed, you've experienced a
significant life event or you are
considering making a change, let
us know so we can update your
planning.

Have you noticed that packages are smaller at the grocery store? If so, you're
not alone. A majority of U.S. adults have noticed shrinkflation — products
shrinking in size while prices stay the same or increase. And about two out of
three are very or somewhat concerned about the trend.

Consumers were most likely to say they noticed shrinkflation with snack items,
followed by pantry items and frozen food. Shoppers also noticed it with meat,
bread, beverages, dairy, produce, and other items. Here's what consumers did
when they noticed shrinkflation.

Source: Morning Consult, August 29, 2022 (multiple responses allowed)
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Key Retirement and Tax Numbers for 2023
Every year, the Internal Revenue Service announces
cost-of-living adjustments that affect contribution limits
for retirement plans and various tax deduction,
exclusion, exemption, and threshold amounts. Here
are a few of the key adjustments for 2023.

Estate, Gift, and Generation-Skipping
Transfer Tax
• The annual gift tax exclusion (and annual

generation-skipping transfer tax exclusion) for 2023
is $17,000, up from $16,000 in 2022.

• The gift and estate tax basic exclusion amount (and
generation-skipping transfer tax exemption) for 2023
is $12,920,000, up from $12,060,000 in 2022.

Standard Deduction
A taxpayer can generally choose to itemize certain
deductions or claim a standard deduction on the
federal income tax return. In 2023, the standard
deduction is:

• $13,850 (up from $12,950 in 2022) for single filers or
married individuals filing separate returns

• $27,700 (up from $25,900 in 2022) for married joint
filers

• $20,800 (up from $19,400 in 2022) for heads of
household

The additional standard deduction amount for the blind
and those age 65 or older in 2023 is:

• $1,850 (up from $1,750 in 2022) for single filers and
heads of household

• $1,500 (up from $1,400 in 2022) for all other filing
statuses

Special rules apply for those who can be claimed as a
dependent by another taxpayer.

IRAs
The combined annual limit on contributions to
traditional and Roth IRAs is $6,500 in 2023 (up from
$6,000 in 2022), with individuals age 50 or older able
to contribute an additional $1,000. The limit on
contributions to a Roth IRA phases out for certain
modified adjusted gross income (MAGI) ranges (see
chart). For individuals who are active participants in an
employer-sponsored retirement plan, the deduction for
contributions to a traditional IRA also phases out for
certain MAGI ranges (see chart). The limit on
nondeductible contributions to a traditional IRA is not
subject to phaseout based on MAGI.

Note: The 2023 phaseout range is $218,000-$228,000 (up from
$204,000-$214,000 in 2022) when the individual making the IRA
contribution is not covered by a workplace retirement plan but is filing jointly
with a spouse who is covered. The phaseout range is $0-$10,000 when the
individual is married filing separately and either spouse is covered by a
workplace plan.

Employer-Sponsored Retirement Plans
• Employees who participate in 401(k), 403(b), and

most 457 plans can defer up to $22,500 in
compensation in 2023 (up from $20,500 in 2022);
employees age 50 or older can defer up to an
additional $7,500 in 2023 (up from $6,500 in 2022).

• Employees participating in a SIMPLE retirement plan
can defer up to $15,500 in 2023 (up from $14,000 in
2022), and employees age 50 or older can defer up
to an additional $3,500 in 2023 (up from $3,000 in
2022).

Kiddie Tax: Child's Unearned Income
Under the kiddie tax, a child's unearned income above
$2,500 in 2023 (up from $2,300 in 2022) is taxed using
the parents' tax rates.
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Time for a Spring Cleanup: Organizing Your Financial Records

The arrival of spring is always a good time to dust off
the cobwebs that have built up in your home during the
winter. It's also a good time to clean out and organize
your financial records so you can quickly locate
something if you need it.

Keep Only What You Need
If you keep paperwork because you "might need it
someday," your home office and file cabinets are likely
overflowing and cluttered with nonessential
documents. One key to organizing your financial
records is to keep only what you absolutely need for
as long as you need it.

Tax records. Keep all personal tax records for three
years after filing your return or two years after the
taxes were paid, whichever is later. (Different rules
apply to business taxes.) If you underreported gross
income by more than 25% (not a wise decision), keep
the records for six years, and for seven years if you
claimed a deduction for worthless securities or bad
debt. It might be helpful to keep your actual tax
returns, W-2 forms, and other income statements until
you begin receiving Social Security benefits.

Financial statements. You generally have 60 days to
dispute charges with banks and credit cards, so you
could discard statements after two months. If you
receive an annual statement, throw out monthly
statements once you receive the annual statement. If
your statements include tax information (e.g., you use
credit-card statements to track deductions), follow the
guidelines for tax records.

Retirement account statements. Keep quarterly
statements until you receive your annual statement;
keep annual statements until you close the account.
Keep records of nondeductible IRA contributions
indefinitely to prove you paid taxes on the funds.

Real estate and investment records. Keep at least
until you sell the asset. If the sale is reported on your
tax return, follow the rules for tax records. Utility bills
can be discarded once the next bill is received
showing the previous paid bill, unless you deduct
utilities, such as for a home office.

Loan documents. Keep documents and proof of
payment until the loan is paid off. After that, keep proof
of final payment.

Insurance policies. Keep policy and payment
documents as long as the policy is in force.

Auto records. Keep registration and title information
until the car is sold. If you deduct auto expenses, keep
mileage logs and receipts with your tax records. You
might keep maintenance records for reference and to
document services to a new buyer.

Medical records. Keep records indefinitely for
surgeries, major illnesses, lab tests, and vaccinations.
Keep payment records until you have proof of a zero
balance. If you deduct medical expenses, keep
receipts with your tax records.

These are general guidelines, and your personal
circumstances may warrant keeping these documents
for shorter or longer periods of time.

Personal Document Locator
A personal document locator is a detailed list of your
personal and financial information that can assist others in
the event of your death or disability. Typically, a personal
document locator will include the following:

Securely Store Your Records
You can choose to keep hard copies of your financial
records or store them digitally. You usually do not
need to keep hard copies of documents and records
that can be found online or duplicated elsewhere.
Important documents such as birth certificates and
other proof of identity should be stored in a safe place,
such as a fire-resistant file cabinet or safe-deposit box.
You can save or scan other documents on your
computer, or store them on a portable drive, or use a
cloud storage service that encrypts your uploaded
information and stores it remotely.

An easy way to prevent documents from piling up is to
remember the phrase "out with the old, in with the
new." For example, if you still receive paper copies of
financial records, discard your old records as soon as
you receive the new ones (using the aforementioned
guidelines). Make sure to dispose of them properly by
shredding documents that contain sensitive personal
information, Social Security numbers, or financial
account numbers. Finally, review your records
regularly to make sure that your filing system remains
organized.
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Is It Time to Buy an Electric Vehicle?
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Record-breaking fuel prices may have you thinking
about buying an electric vehicle sooner rather than
later. All electric vehicles (EVs) or plug-in electric
vehicles (PEVs), as they're also called, run on electric
energy stored in a rechargeable battery rather than on
fuel. Plug-in hybrid electric vehicles (PHEVs) that can
run on either type of power are also popular. The
market is evolving quickly: 126 additional hybrid and
EV models were introduced between 2020 and 2021,
and U.S. sales nearly doubled.1

Cost and Battery Range
Saving money at the pump and benefiting the
environment will generally cost more upfront, in part
because of high battery and production costs. Prices
are likely to rise in the short term, too, as demand and
raw material costs increase. However, maintenance
costs may be lower because EVs have fewer moving
parts. And the more you drive, the more your energy
savings could add up.

Tax credits or incentives may help offset the cost of
purchasing a new electric or hybrid vehicle. Starting in
2023, an updated tax credit of up to $7,500 will be
available for the purchase of new clean vehicles,
including some EVs and PHEVs. There is also a new
tax credit of up to $4,000 for some pre-owned EVs
purchased from a dealer.

Check on credit availability before you buy, because
not all vehicles will qualify, and you may not be eligible

to claim the tax credit (income limits apply). Tax credits
and other incentives may also be offered at the state
or local level. You can find more information about tax
credits and incentives at fueleconomy.gov.

A special concern for EV shoppers is battery range.
Fortunately, most EVs can easily handle daily driving,
with typical driving ranges of 150 to 400 miles on a
single charge.2 Vehicles can charge at home via a
standard outlet, but you may opt to pay an electrician
to install a high-powered charger to greatly increase
charging speed (incentives or rebates may help offset
the cost). You'll also want to consider the availability of
public charging stations; networks are expanding
rapidly, but are still not found everywhere.

Get in Line
Like their gas-powered counterparts, EVs come in
many makes and models, including cars, crossovers,
sports utility vehicles, and trucks. To find your
favorites, read reviews and test drive if possible. Once
you're serious about buying, one way to ensure you're
in line to purchase the model you want is to get on a
manufacturer's waiting list, though there may be a fee.
Wait times will likely fall as more manufacturers ramp
up production and new models are introduced. So if
you decide not to buy an EV now or can't find one in
stock, you should have plenty of opportunity to buy
one not too far down the road.
1-2) U.S. Department of Energy, 2022
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