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Tax Fundamentals: How to Use Your Tax
Return as a Planning Tool
 

Todd  A.  Herman,  CFP®  –  Financial  Advisor  |  Financial  Planning
Specialist

For many individuals, the tax return represents the end of the process.
Forms are completed, documents are submitted, and the final result, whether a
refund or a balance due, often becomes the primary focus. Once the return is filed, it
is frequently set aside until the following year. This pattern is understandable, as
filing feels like a conclusion.
In practice, however, a tax return is not only a compliance document. It is also a record of how financial decisions moved
through the tax system.

This discussion is most relevant for individuals who want to move beyond simply filing a return and begin using it as a
planning tool to understand income, deductions, credits, payments, and future areas to monitor.

THE RETURN AS A RECORD OF THE OUTCOME
A tax return reflects what has already occurred, bringing together income, deductions, credits, payments, and the rules
that applied during the year into a single result. What may have felt like separate financial decisions—earning income,
making contributions, realizing gains, or taking withdrawals—are all captured in one place.

This is what makes the return useful. It shows how those decisions moved through the tax system and what impact they
had when viewed together.

By the time the return is filed, the decisions that shaped the outcome have already happened. The planning value comes
from understanding what the return reveals before the next year unfolds in a similar way.

USING THE RETURN TO IDENTIFY WHAT MATTERS
Using a tax return as a planning tool begins with a shift in focus. Rather than concentrating on the final number, the
return can be reviewed to understand what drove that result and which elements may change in future years.

A refund or balance due often receives the most attention, but it mainly reflects whether payments made during the year
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matched the final tax liability. It does not, by itself, explain whether the underlying outcome was expected or worth
reviewing.

Some useful questions to consider when reviewing your return include:

What types of income drove the result?•

Which deductions or credits applied?•

Did any income thresholds or phaseouts matter?•

Did withholding or estimated payments align with the final liability?•

Were there one-time events that may not repeat?•

These questions can help shift the return from a static filing document to a diagnostic tool.

IDENTIFYING WHAT DROVE THE OUTCOME
A practical review begins by separating the major components of the return. Income sources are often the first place to
review. Wages, interest, dividends, capital gains, retirement distributions, business income, and Social Security benefits
each move through the system differently.

Adjustments and deductions explain how total income became taxable income. Credits show whether any items reduced
the tax itself. Withholding and estimated payments indicate how closely payments matched the calculated liability.

Comparing these items across multiple years can be especially useful. A return viewed in isolation explains what
happened in one year. Returns viewed side by side can reveal patterns and highlight changes that may warrant further
review.

PLANNING IMPLICATIONS: FROM FILING TO MONITORING
The information on a filed return is fixed. It reflects the facts, rules, and financial activity for that tax year. What remains
uncertain is whether those same factors will apply in the future.

Income may rise or fall. Account withdrawals may begin. Investment activity may change. A child may no longer qualify
for a credit. A retiree may cross a Medicare threshold. A deduction may become more or less useful depending on filing
status, income, or legislative changes.

The return cannot predict these changes, but it can help identify where attention may be warranted. Instead of focusing
only on what was owed, you can identify which elements had driven the result: income composition, withholding,
deductions, credits, and thresholds.

That mindset shift is important: Filing answers what happened, but planning focuses on what may be worth monitoring
before the next return is filed.

It also introduces a broader consideration. Not every decision that reduces taxes in the current year improves the long-
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term outcome. In some cases, increasing taxable income in a given year may create greater flexibility later, while
deferring income may shift the tax impact into a less favorable future environment.

From a planning perspective, the objective is not simply to minimize the current year’s tax result, but to evaluate how
decisions affect both near-term outcomes and long-term flexibility.

Viewed comparatively, a budget tracks cash flow, while an investment report evaluates portfolio activity. A tax return
serves a different purpose: It shows how income, accounts, timing, and tax rules are translated into a measurable
outcome.

A DISCIPLINED PLANNING PERSPECTIVE
A tax return is often treated as the end of the tax process. In practice, it can also serve as a bridge between past decisions
and future planning.

As this series has emphasized, tax planning is not about reacting to one number on one return. It is about understanding
the moving parts, identifying the levers that matter, and evaluating decisions within the context of a broader financial
plan.

If you have recently filed your return, now is an appropriate time to share it with your Grimes & Company advisor
for review. A tax return workup can help identify income sources, deductions, credits, thresholds, withholding patterns,
and planning pressure points that may warrant attention before the next tax year unfolds.

As income, tax rules, and financial circumstances evolve, disciplined planning begins with reviewing the facts,
understanding the drivers, and maintaining long-term perspective rather than reacting to a single filing result.

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,
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./

https://www.grimesco.com/form-crs-adv/.
https://www.grimesco.com
https://www.grimesco.com

