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Freddi Eberbart & Associates Inc. wonld like to thank you for selecting onr firm for your tax and accounting
needs. We appreciate the confidence you have shown in us, and we remain ready to assist you at any time. Also,
thank_you for recommending us to your family, friends, and associates. We truly appreciate your referrals.

This Month:

Upcoming dates:
April 18
- Due date for SOME - Individual income tax returns for 2022
- Due date for SOME - First quarter 2023 estimated tax payments

REMINDER:

Federal and California Filing and Payment Deadline Extended to October
16, 2023, for MOST California Taxpayers Impacted by Recent Storms.

If it seems like the income tax has been around forever, well, it's sort of true. The modern Form 1040 was
unveiled in 1913, the first year, after paying for the Civil War, that Americans were required pay income
taxes to the federal government. This month's newsletter has a fun quiz to test your knowledge about this
very first individual income tax form.

And with inflation still upon us, included are some great ideas to help manage your money. All this and
some tips on reviewing small business insurance.

As always, feel free to pass this information on to anyone that may find it useful and call if you have any
questions or concerns.

Tax Quiz—The Very First Form 1040

While Lincoln introduced the country to income tax to fund the Civil War, the modern 1040 individual
income tax form was introduced in 1913. Here's a short quiz to see how well you know what was included
on this very first tax form. Enjoy!

] What was the due date of the initial 1040 tax form?

March 1, 1914. The first year Americans were required fo report their income was 1913, with the tax return due
March 1, 1914. Failure to file on time conld lead to a fine of between §20 and §1,000. A 30-day extension could be
granted by the tax collector because of sickness or absence. Today we have an additional 45 days to file onr tax return
(March 1 to April 15) and can file for a six-month extension.

~ Continued on Page 2 ~
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Tax Quiz-The Very First Form 1040 (Cont’d)

What tax rate was applied to most incomes on this first Form 10407

The tax rate applied to most 1913 tax returns was 1%.

If you had taxable income that exceeded $50,000, you became subject to the Super Tax.
What was the rate on these earnings?

6%. The maximum tax rate of 6% applied to taxable income that exceeded §500,000. The 1913 tax brackets were
1%, 2%, 3%, 4%, 5% and 6%, compared to onr current tax brackets of 10%, 12%, 22%, 24%, 32%, 35%, and
37%.

Was a marriage penalty built into the original Form 1040?

Yes. If single, your exemption amount was $3,000. If you lived with your spouse, your exemption amount was only
$4,000. If you and your spouse worked (a rare event in 1913), you counld divide the §4,000 exemption any way yon
wanted to minimize your taxes.

Name items that weren't taxed on the original Form 1040 but are taxed on today's form.

The most common untaxed items were dividends and net earnings from corporations. The double taxation of corporate
earnings we experience today started in 1954.

True or False: All the original tax returns required a signed affidavit before an authorized
officer of the government before being filed.

True. All properly-filed tax returns required affidavits made before an officer authoriged by law to administer an oath
of accuracy. This could be a justice of the peace, a magistrate, or a certificate from a court clerk. Mailing in your tax
return was not an option.

Great Money Habits

Developing and maintaining great money habits can help you lay the foundation for achieving your
financial goals. Here are some ideas.

e  Establish a budget and review it at regular intervals. Create a workable budget every year then
set aside time to review your budget periodically. This will help you think critically about where your
money is going and help you eliminate old, destructive money habits.

~ Continued on Page 3 ~
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Great Money Habits (Cont’d)

e  Calculate your net worth. Your net worth is an indicator of your financial health and how you
manage your money. To calculate your net worth, add all your money and assets, then subtract the
total amount you owe to others. The result is your net worth. Often this result is negative due to
things like student loans, high credit card balances, or underwater debt (e.g. you owe more on your
car than it is worth). So don't worry about the result, just know what your net worth is so you can
improve it over time. Like reviewing your budget, a regular check-in on your net worth allows you to
think more about your finances and take the necessary action to improve it.

Use sinking funds to plan. A sinking fund is an account where money is set aside to repay debt or
replace a wasting asset (like a car that loses value over time). So create a sinking fund in your budget.
Then decide how to use it. Given the rising rate environment, the best use is typically paying down
any credit card debt. Then use the fund to attack any other debt, like pre-payment of mortgages.
Also consider building a sinking fund to pay for future expenses, like replacing your car, furnace,
roof or other large expense so you are ready when it needs replacement.

Stay curious about personal finance. Your financial picture changes as your life changes, which is
why it's important to always learn something new about money that you can apply to your situation.
Pick several books, blogs, podcasts, and videos that look interesting, as they may offer a fresh
petspective on tips to improve your finances.

Once you understand the basics of your financial situation, it's time to sit down and proactively plan
ahead. Two of the most critical areas you can prepare for are minimizing your taxes and saving for
retirement. So plan ahead and feel free to ask for help.

Tax Day... April 18th?

For the second year in a row, the traditional April 15th Federal Tax filing due date is being moved for a
local holiday observance. Here's what you need to know about Emancipation Day and how it affects the
traditional tax filing deadline.

Background

President Abraham Lincoln signed the Compensated Emancipation Act on April 16, 1862, freeing more
than 3,000 slaves in the District of Columbia. In 2005, April 16th started being observed as a legal holiday
in the District of Columbia honoring Emancipation Day. (The 13th Amendment officially ended slavery
throughout the United States when it was ratified on December 6, 1865.)

~ Continued on Page 4 ~
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Tax Day... April 18th? (Cont’d)

Other states observe Emancipation Day on different dates:
Virginia - April 3rd
Mississippi - May 8th
Florida - May 20th
Geortgia - Saturday closest to May 29th
Texas - June 19th

Kentucky and Tennessee - August 8th
Maryland - November 1st
Current Situation

This yeat's April 15th tax filing deadline falls on a Saturday, which would normally push this deadline to
the next business day, which is Monday, April 17.

But Emancipation Day also falls on a weekend in 2023, making Monday, April 17 the observed holiday in
Washington D.C. Because the observed Emancipation Day holiday falls on the same day as this yeat's
normal tax filing deadline of April 17th, the IRS is required by law to move the tax filing due date to the
next business day, which is Tuesday, April 18th. Most states have also changed their traditional filing due
date of April 15th to match the federal date change.

Confused? You’re not alone. In 2005, the IRS forgot to accommodate for this Washington D.C. holiday
despite being legally required to move the filing date.

The good news is you can avoid the need to understand all these changing dates by filing your return as
soon as possible, and not waiting until the last minute!

Five Small Business Insurance Review Tips
Changes in your business equipment, real estate holdings, the amount of inventory, and the number of

employees are all good reasons to review your business's insurance in addition to your annual review.
Here are a few tips to keep in mind:

~ Continued on Page 5 ~
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Five Small Business Insurance Review Tips (Cont’d)

Keep in regular contact with your insurance company and your agent. Keep your insurance
agent apprised of what you are doing in your business. Try to meet with your agent throughout the
year, and conduct a detailed annual review of your insurance needs. Also do the same thing with
your policy company. One of the often overlooked benefits of a good agent is their knowledge of
various insurance companies and not just the one currently insuring your business.

Understand how business changes affect your policy. Figure out how your policy covers the
changes you are seeing or anticipating in your business. This involves understanding the limits and
terms of your policy. You can start by asking if you’re propetly insured for property damage, liability
coverage, health and disability, and changes in asset values.

Conduct a competitive review. Periodically conduct a competitive review of your insurance needs.
Bring in at least two other insurance providers, as well as your current provider. The frequency of
the review will be driven by changes in your business, the stability of your current insurance
provider, and the need to understand the evolving landscape of business liabilities. A review will
keep your premiums competitive, as well as help you learn about coverage gaps in your current
policy.

Identify evolving coverage risks. As the business climate evolves, so should your insurance
coverage. Think about what’s on the horizon. Legal trolls are active in areas like product packaging,
use of images, and ADA requirements. And who would have anticipated the need to cover cyber
attacks 10 years ago?

Review safety plans and company policies. This goes hand-in-hand with a business insurance
review. Make sure your team is adhering to established employment and operations policies. Getting
an insurance claim paid and maintaining reasonable premiums often depend on specific policies
being in force prior to putting your policy in place.

Finding the right level of coverage for the right price is possible, but it takes some preparation and
planning. Invest some time now to review your insurance policies to save a lot of potential pain and
money down the road.

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

This newsletter provides business, financial, and tax information to clients and friends of onr firm. This general information
should not be acted npon withont first determining its application to your specific situation. For further details on any article,
please contact us.
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