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Tax impact: identify opportunities

The Form 1040 tax guide can help you:

Provide value-added service to establish

Find areas where your clients could Gain a more comprehensive picture of
a stronger relationship with your clients

benefit from more tax-efficient strategies each client’s financial situation
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Work with your client’s accountant and
attorney to optimize tax, estate and income

planning strategies.

Line 6b
Reduce taxes on Social Security income

Annuity and variable life insurance earnings not withdrawn
are not part of modified adjusted gross income, which is
used to determine how much Social Security benefits are
taxed. This is also true for the tax-excludable portion of an
annuitized income stream.

Line 11
IRA contributions

Clients with earned income may be able to make a
deductible contribution to an IRA, which can lower their
adjusted gross income (AGI) and overall tax liability.
Owning an annuity inside an IRA offers access to
guarantees as well as professional management, ease of
diversification, and asset allocation.

Line 12

Beneficiaries: Qualified accounts and nonqualified
annuities

If your client is the beneficiary of an IRA, employer-
sponsored retirement plan, pension or nonqualified
annuity, cashing it out as a lump sum might cause a large
(and possibly unnecessary) tax liability. Make a point of

discussing other more tax-efficient options with your clients.

Line 13
Qualified business income deduction

The qualified business income deduction allows certain
small-business owners (including those self-employed)

to deduct up to 20% of their qualified business income on
their personal income tax return. This deduction has many
qualifiers in terms of personal income thresholds and

the types of income recognized by the business, so a tax
professional should be consulted to ensure the deduction
is properly taken.

Ask clients when they last performed a review of the
beneficiary designations on these accounts. Erroneous,
outdated or missing beneficiaries can lead to a thwarting of
a client’s legacy intentions, and a tax-inefficient transfer of
wealth to the next generation.

Line 15

Employer-sponsored retirement plans

A company-sponsored retirement plan can help reduce an
individual's taxable wages and has higher contribution limits
than an IRA, resulting in greater retirement savings.

Line 29
College savings

A Coverdell Education Savings Account (CESA) and 529
college savings plan (CSP) can provide tax-free treatment
of growth and other tax advantages.

Also, be on the lookout for leftover 529 balances that can
be transferred to a Roth IRA starting in 2024.

Line 35a
Investing a tax refund

Your clients may be able to contribute all or a portion of
their tax refund to a traditional IRA or Roth IRA, or purchase
an annuity or life insurance policy.

Lines 25 a/b/c/d

Federal income tax withholding amounts (prior to tax

year 2020, reported as a single lump amount on a single
Line 25) are now broken out into three categories (25a

= W2 withholding; 25b = 1099 withholding; 25¢ = other
withholding), with the total listed on 25d. Like digital assets
discussed above, this change suggests that the IRS is
going to look closer at tax withholding for self-employed
individuals and gig workers (e.g., Uber or DoorDash drivers).

The original SECURE Act made several changes to IRAs and
employer-sponsored retirement plans to make it easier for
individuals to contribute. Talk with your clients to ensure
they are taking full advantage of the new rules.

While most of SECURE 2.0’s changes to IRAs and Qualified
Employer Plans do not impact 2022 tax returns, now may
be a great time to discuss the legislation’s new tax and
retirement planning opportunities for 2023 and beyond.
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There is no additional tax benefit for annuity contracts purchased in an IRA or other tax-qualified plan, since these are

already afforded tax-deferred status. Thus, an annuity should only be purchased in an IRA or qualified plan if you value
some other features of the annuity and are willing to incur any additional costs associated with the annuity to receive

such benefits.

Note that Schedules A and C may offer additional tax advantages for small-
business owners and sole proprietors.

Consider how evolving tax regulations may impact your clients’ estate plans
and their ability to cover healthcare costs in the future.

Lincoln offers tax-efficient products and strategies that may help clients
prepare for the impact of taxes.

The value of partnering with Lincoln

For more than 118 years, Lincoln Financial Group has provided guidance and solutions
that empower Americans to take charge of their financial lives with confidence and
optimism. We are committed to helping your clients plan for retirement, prepare for the
unexpected, and protect their wealth.

Don't miss this opportunity to engage your clients on their
tax concerns and help them protect their wealth.

For information and guidance on the solutions mentioned here, contact your Lincoln representative.

Contact your Lincoln representative or
call 855-831-7067 for more information.
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Lincoln Financial Group® affiliates, their distributors, and their respective employees, representatives,
and/or insurance agents do not provide tax, accounting, or legal advice. Please consult an
independent professional as to any tax, accounting, or legal statements made herein.

Affiliated companies include broker-dealer/distributor Lincoln Financial Distributors, Inc., Radnor, PA,
and insurance issuers The Lincoln National Life Insurance Company, Fort Wayne, IN, and Lincoln Life &
Annuity Company of New York, Syracuse, NY.

For financial professional use only. Not for use with the public.



