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Work
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For many individuals filing taxes independently for the first time, the experience can
feel less like a system and more like a collection of disconnected forms.
That was the case in a recent conversation with a client who had just transitioned to managing her finances on her own
following a major life change. She described the process as “trying to solve a puzzle without knowing what the picture is
supposed to look like.” Her documents had arrived, including W-2s, 1099s, and various statements, but there was no clear
sense of how they were connected or what the final result represented.

That framing is common. Taxes are often encountered as a stack of forms, when in reality those forms are simply
outputs of a structured system. Filing a tax return is not the starting point, but rather the reconciliation of what has
already occurred throughout the year.

This discussion is most relevant for individuals who are beginning to manage their own finances or seeking a clearer
understanding of how their tax return reflects decisions made throughout the year.

TAXES AS A SYSTEM, NOT A SET OF FORMS
Throughout the year, taxes are generally being paid through paycheck withholdings or estimated tax payments. By the
time a return is filed, the central question is not the amount of the tax liability, but whether the correct amount has
already been paid.

The tax return answers that question. If too much was paid, a refund is issued. If too little was paid, the remaining balance
is due. On Form 1040, this reconciliation is reflected directly, with refunds and amounts owed summarizing the outcome
of prior activity.

When viewed only as forms, taxes can feel fragmented. In practice, each form represents a different input into a single
system that has been operating continuously throughout the year.

As Grimes & Company advisor Patty Lavoie, CFP®, CPA, explains: “You don’t need to know every rule to feel confident
with your taxes. You just need to understand how the pieces fit together and where to focus your attention to maximize
tax efficiency and avoid additional taxes or penalties.”

https://www.grimesco.com/team-member/todd-a-herman-cfp-aif/
https://www.grimesco.com/team-member/todd-a-herman-cfp-aif/
https://www.grimesco.com/team-member/patty-lavoie/
https://www.grimesco.com
https://www.grimesco.com


grimesco.com

© 2026 Grimes & Company Wealth Management, LLC (d/b/a Grimes & Company)  |  One Technology Drive, Suite 100, Westborough, MA 01581 2

FORM 1040: WHERE EVERYTHING COMES TOGETHER
Form 1040 serves as the summary of that system, bringing together all financial inputs from the year into a single
calculation.

Each document received contributes to that outcome. A W-2 reports wages. Various 1099 forms report interest,
dividends, and other income. Investment activity, retirement plan distributions, and other financial events are reported
separately but ultimately converge on the same return.

This is often where confusion arises. Documents arrive at different times, from different sources, and appear unrelated,
yet they are components of the same calculation.

Unlike financial statements, which evaluate performance over time, Form 1040 is designed to reconcile activity into a
single annual result.

HOW THE TAX FORMULA ACTUALLY WORKS
Income is calculated first, followed by adjustments that determine Adjusted Gross Income, or AGI. Deductions and
credits are then applied to arrive at total tax liability. Frameworks such as the AGI & MAGI Summary Guide illustrate how
these layers interact and why certain thresholds matter.

Two individuals with similar income can arrive at different outcomes depending on how these layers apply. Contributions
to an HSA, deductible retirement contributions, or student loan interest can affect AGI, which in turn influences eligibility
for credits, deductions, or additional taxes. Crossing over certain income levels can affect eligibility for credits or even
increase Medicare Premiums.

Filing status determines how the tax system is applied. It influences tax brackets, standard deductions, eligibility for
credits, and the thresholds at which certain rules begin to phase in or out.

Two individuals with identical income may have different outcomes depending on whether they file as Single, Married
Filing Jointly, Married Filing Separately, or Head of Household.

This input is often assumed rather than evaluated, despite its influence on the broader calculation.

As Grimes & Company advisor Eleanor Kreitler, CFP®, explains: “Filing status often looks like a checkbox, but it can
meaningfully change the outcome. It’s one of the first inputs into how the system works.”

WHAT TO GATHER BEFORE FILING
Once the structure is clear, the process of gathering information becomes more manageable (refer to our helpful
overview of what documents you may need to collect before filing here).

Tax complexity is often less about the calculations themselves and more about organizing inputs that arrive from
different sources at different times. A W-2, a bank issued 1099, and an investment statement may each appear
straightforward individually, but require coordination when viewed together.
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Using the structure of the tax return as a guide can make the process easier to follow. Income documents, investment
records, and supporting items all map to specific sections of the return, reducing the sense of fragmentation.

As Grimes & Company advisor Molly Grimes Welch, CFP®, explains: “The math is usually not the difficult part. It’s pulling
everything together. Once your information is organized, the process becomes much more manageable.”

WHAT IS KNOWN AND WHAT REMAINS UNCERTAIN
The tax system itself is structured and consistent, since the sequence of income, adjustments, deductions, and credits
follows a defined framework each year.

What remains less predictable is how that structure applies in practice. Tax laws evolve, thresholds adjust, and individual
circumstances introduce variability that cannot always be anticipated in advance. The same decision, such as realizing
income or claiming a deduction, can produce different outcomes depending on timing, income levels, or broader
legislative changes.

WHAT THIS MEANS FOR PLANNING
For the client referenced earlier, the turning point was not learning a specific rule or form. It was recognizing that her tax
return was not something being created in April, but something that had been developing all year.

That distinction changes how the process is viewed. While filing is backward looking, planning happens earlier, through
decisions that influence income, timing, and eligibility before the year is complete. For example, you can refer to some of
our helpful frameworks that provide structured ways to evaluate those elements based on different stages of life,
including for those who are working as well as those who are retired.

Even small differences, such as when income is received or deductions are taken, can affect how the system applies.
These decisions interact with thresholds embedded within the tax framework, particularly those tied to AGI, where
incremental changes can influence eligibility for credits, deductions, or additional taxes.

One practical way to apply this perspective is by reviewing a prior year return with a different lens. Instead of focusing
only on the final result, the return can be used to understand how income was reported, how key thresholds were
reached, and which elements had the greatest impact on the outcome. Unlike budgeting, which focuses on managing
current cash flow, or investment reporting, which evaluates performance, tax planning reflects how financial decisions
interact with structure and timing. For individuals navigating this process for the first time, that shift from seeing taxes as
a set of forms to understanding them as a system often provides the clarity that was missing at the outset.

IMPORTANT DISCLOSURES:
Please remember that past performance is no guarantee of future results.  Different types of investments involve varying degrees of risk, and there can be no assurance that
the future performance of any specific investment, investment strategy, or product (including the investments and/or investment strategies recommended or undertaken by
Grimes & Company Wealth Management, LLC (d/b/a Grimes & Company), or any non-investment related content, made reference to directly or indirectly in this blog will be
profitable, equal any corresponding indicated historical performance level(s), be suitable for your portfolio or individual situation, or prove successful.  Due to various factors,
including changing market conditions and/or applicable laws, the content may no longer be reflective of current opinions or positions.  Moreover, you should not assume
that any discussion or information contained in this blog serves as the receipt of, or as a substitute for, personalized investment advice from Grimes. To the extent that a
reader has any questions regarding the applicability of any specific issue discussed above to his/her individual situation, he/she is encouraged to consult with the
professional advisor of his/her choosing. No amount of prior experience or success should be construed that a certain level of results or satisfaction will be achieved if
Grimes is engaged, or continues to be engaged, to provide investment advisory services. Grimes is neither a law firm nor a certified public accounting firm and no portion of
the blog content should be construed as legal or accounting advice. A copy of the Grimes’ current written disclosure Brochure discussing our advisory services and fees is
available for review upon request or at https://www.grimesco.com/form-crs-adv/. Please Note: Grimes does not make any representations or warranties as to the accuracy,
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timeliness, suitability, completeness, or relevance of any information prepared by any unaffiliated third party, whether linked to Grimes’ web site or blog or incorporated
herein, and takes no responsibility for any such content. All such information is provided solely for convenience purposes only and all users thereof should be guided
accordingly. Please Remember: If you are a Grimes client, please contact Grimes, in writing, if there are any changes in your personal/financial situation or investment
objectives for the purpose of reviewing/evaluating/revising our previous recommendations and/or services, or if you would like to impose, add, or to modify any reasonable
restrictions to our investment advisory services.  Unless, and until, you notify us, in writing, to the contrary, we shall continue to provide services as we do currently. Please
Also Remember to advise us if you have not been receiving account statements (at least quarterly) from the account custodian./
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