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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:

May 25

- Memorial Day

With so much uncertainty in the economy, the tendency is to step back and wait until things settle down.
On the other hand the early bird catches the worm. Now is a great time to be thinking about steps to re-
duce your tax obligations, both this year and into the future. This month an article is presented for your
review to get the ball rolling. There is also an article outlining the specifics of student loan payments being
restarted after the Justice Department overruled several loan forgiveness initiatives.

As always, feel free to call if you wish a review of your situation.
Time to Create Your 2026 Tax Plan
Income sources are key

Tax planning combines how much you think you will make, with the source (or how you make it),
generating a tax effective result. This could make two clients with the exact same taxable income have
entirely different looking tax bills. That's the hard news. The good news — now is the perfect time to
review your situation. Here's a simple, but effective approach:

Step 1: Take inventory of your income sources

Most income falls into a few core categories — wages from an employer, self-employment, freelance work,
investment earnings, and any side income you pick up along the way. Other types of income you may
have include:

Retirement income (pensions, Social Security, IRA or 401(k) withdrawals)

Rental income from real estate

Business distributions (for S-corp or partnership owners)

Interest from savings accounts or bonds

~ Continued on Page 2 ~
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Time to Create Your 2026 Tax Plan (Cont’d)

If you aren't sure, take a moment and look at last year's tax return. It's a great place to start. Then
consider any changes you expect.

Step 2: Get familiar with the different types of taxes

Not all income is taxed the same way. And these differences can add up quickly.

Wages are subject to a progressive income tax from 0% to 37%. So know the rate your next dollar
of tax will pay. Also don't forget wages are subject to payroll taxes like Social Security and Medicare

(7.65%).

Self-employment and freelance income is subject to the same tax rates as wages except most don't
automatically withhold taxes and may also be subject to self-employment tax (15.3%). So planning
here needs to consider quarterly estimated tax payments.

Investment earnings can be subject to a variety of tax rates such as interest and short-term capital
gains (up to 37%), qualified dividends (0% to 20%), or long-term capital gains (0% to 20% depending
on the holding period and income type).

Retirement income may be fully taxable (up to 37%), partially taxable (varies), or tax-free (0% for
certain Roth distributions).

Rental income is generally taxed at ordinary income rates (up to 37%), though deductions can
decrease your total taxable income.

Business distributions vary by entity and may be taxed at ordinary income rates (up to 37%) or pass
through with no additional tax at the distribution level (varies).

Step 3: Tips to manage your tax burden

Align your tax payments with how you actually earn. If a growing portion of your income is
coming from somewhere outside a traditional job, withholding alone may not cover your tax liability.
W-2 income is handled automatically, however freelance, investment, or rental income often requires
quarterly estimated payments to avoid penalties.

Use withholding and estimates together. Adjust paycheck withholding to pair it with estimated
payments when income is uneven or comes from multiple sources.
~ Continued on Page 3 ~
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Time to Create Your 2026 Tax Plan (Cont’d)

e DPay attention when your income changes. These income shifts can catch people off guard with a
higher tax bill if they don’t adjust their plan early in the year.

Be intentional about when income and expenses hit. Sometimes you have control over when you
earn income or pay expenses. Used correctly, adjusting your timing can help smooth out your tax bill,

especially if you’re self-employed or have investment income.

Check your plan throughout the year. Your income mix can change quickly, and small updates can
make a big difference. A quick review during the year can help you stay on track and avoid surprises

later.

By understanding your income sources, how each is taxed, and how to align your payments and timing

strategies, you can take a more proactive approach to managing this year's tax bill.
gies, y p PP ging y

Higher Student Loan Payments on the Near
Horizon

The Department of Education recently announced that student loan borrowers who were awaiting loan
forgiveness decisions will soon need to select a new repayment plan due to final determinations by the
Supreme Court.

Current Situation

The SAVE Plan was a federal student loan repayment program introduced in 2023 by the former White
House administration to lower borrowers” monthly payments and expand pathways to loan forgiveness
before being struck down by a federal court.

According to the Department of Education, federal loan servicers will start issuing notices to borrowers
on July 1 with instructions on how to transfer their loan balance from the SAVE Plan to one of the newly
-approved repayment options. Borrowers will have a 90-day deadline to enroll in a new repayment option.
(Servicers will notify borrowers of their specific 90-day deadline.)

Tips to manage the change

® Get familiar with your options. Borrowers currently enrolled in the SAVE Plan have approximately
6 months untl their first payment under a revised repayment plan is due. Consider taking the next

~ Continued on Page 4 ~
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Higher Student Loan Payments on the Near
Horizon (Cont’d)

several weeks to learn about the different repayment options and which one fits best with your
current financial situation.

Compare income-driven options carefully. Not all plans calculate payments the same way, and
small differences in how income is defined can lead to big changes in your monthly bill. Look closely
at how each plan treats discretionary income, family size, and forgiveness timelines before deciding.

Update your income and household information. Make sure your loan servicer has your most
recent financial details. If your income has dropped or your family size has changed, you may qualify
for a lower payment under a new plan.

Don’t wait until the deadline. You’ll have a limited window to choose a new repayment plan once
notices go out. Submitting your application eatly can help you avoid processing delays, missed
payments, or being automatically placed into a plan that may not be the best fit.

Consider making interest-saving moves now. While your loans may still be in forbearance, any
voluntary payments you make can go directly toward your principal. Even small amounts paid now
can dramatically reduce the total interest you’ll pay once regular repayments resume.

Explore forgiveness and employer benefits. Some borrowers may qualify for programs like Public
Service Loan Forgiveness, or can receive help through employer student loan repayment benefits. It’s
worth checking eligibility now so you can align your repayment plan with any long-term forgiveness
or assistance opportunities.

Act like a banker. Remember, more money is made by the lenders when they get you to delay and
lower your payment as much as possible. In fact, most interest earned on these loans happens in the
first half of repayment. KNOW THIS and act accordingly. A good strategy might be to lower your
monthly payment and then use the payment savings to front load principal payments.

Find the loan crossover point. This is the point where more of your monthly payment goes toward
ptincipal rather than interest. If you haven't reached yours, get there with a sense of urgency. A
tremendous amount of interest expense can be saved for every dollar you pay down on the loan prior
to this point.

~ Continued on Page 5 ~
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Higher Student Loan Payments on the Near
Horizon (Cont’d)

Finally, remember to run a monthly amortization schedule based on your planned repayment to
understand how much interest you’ll pay over the life of the loan AND on each payment. This will allow
you to move from a defensive posture to one of managing your loan to your advantage.

Kids Can Be Expensive! Here Are Some Tax Breaks
to Help.

Once Congress and the Executive Branch decided the tax code was for more than collecting money to
fund the government it opened the door to understanding how the rules impact parts of your situation.
One of the most popular areas to understand are taxes and your children. Here are some things to
consider.

e Start a 529 education savings plan. 529 education savings plans are a great way to kick off the
baby’s savings for future educational costs. These plans offer investments that grow tax-free as long as
the funds are used to pay for eligible education expenses (including elementary and secondary tuition).
States administer these plans, but that doesn’t mean you are stuck with the plan available in your home
state. Feel free to shop around for a plan that works for you. Starting to save eatly, maximizes the
amount of tax-free compound interest you can earn in the 18+ years you have before kids go to
college. Bonus tip for family and friends: Anyone can contribute up to §19,000 to the plan in 2026 for each
child! In addition, there is a special provision for 529 plans that allows five years worth of gifts to be contributed at once
— a great estate-planning strategy for grandparents.

Update Form W-4. Every year, you need to review your tax withholdings and this is especially
important if you have dependents. Remember, the birth of a child brings new tax breaks, including a
$2,000 Child Tax Credit, along with the Child and Dependent Care Credit for childcare expenses.
These credits can be taken advantage of now by lowering tax withholdings and increasing take-home
pay to help cover the cost of diapers and other needs that come with babies and children. On the
other side of the coin, these benefits fall away as your kids grow older. The Dependent Care Credit is
for children under the age of 13 and the Child Tax Credit is available for kids under the age of 17. So
plan accordingly.

Prepare for medical expenses. Having a baby is expensive. So is watching your kids grow up!
Fortunately, there are ways to be tax smart in covering the predictable medical and dental expenses.
The first thing to do is try to pay for as many out-of-pocket expenses with pre-tax money. Many
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Kids Can Be Expensive! Here Are Some Tax Breaks
to Help.

employers offer tax-advantaged accounts such as a Health Savings Account (HSA) or a Flexible
Spending Account (FSA). So check this out and fund these accounts as much as possible. And while
it's more difficult to claim medical expenses as an itemized deduction, it's impossible to do so if you
don't keep receipts.

Having a kid can be expensive. Schedule a tax review today to make sure you’re getting all the child tax
breaks you deserve!

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 withonut first determining its application to your specific situation. For further details on any article,
please contact us.
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