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Earn 9.62 Percent Tax-
Deferred Interest with 

Series I Bonds 

 

 

Inflation is seldom a good thing.  

 

But when it comes to investing, the U.S. Treasury 

Department has an inflation opportunity that’s 

downright amazing. You can buy bonds that pay 9.62 

percent interest—tax-deferred—with no downside 

risk, and with no state or local income taxes when you 

cash them in. 

 

If you buy now, you earn that 9.62 percent for six 

months, guaranteed. At the end of six months, the 

Treasury Department 

 

● adds the interest you earned to your principal, 

and 

 

● pays interest on your new principal balance at 

the new rate it will determine this year, on 

November 1. 

 

Example. You buy $10,000 of Series I bonds on 

September 24. You earn 9.62 percent for six months 

for a total of $481 ($10,000 x 9.62 percent ÷ 2). On 

March 24, your principal balance is $10,481 ($10,000 

+ 481).  

 

 

 

 

Let’s say Treasury sets the November 1 interest rate 

at 9 percent. During the six months from March 24 to 

September 24, 2023, you earn interest at 9 percent on 

$10,481. Now, at the end of a full year, you have 

$10,953 in your Treasury Direct I bond account. 

 

The big deal with an I bond is fourfold: 

 

● You can’t lose your principal (e.g., your 

$10,953 in the example above can’t go down). 

 

● Interest rates on I bonds track with the 

consumer price index inflation rate, which has 

been high. 

 

● You earn tax-deferred compound interest 

until you cash in. 

 

● The interest is exempt from state and local 

income taxes. 

 

You have much to like with the Series I bond. And 

there’s little to dislike. Perhaps the biggest dislike is 

the $10,000 limit on I bond purchases, but you can 

use your business entities, trusts, gifts, and even your 

living trust to make purchases of I bonds and create a 

much higher limit than $10,000. 

 

With the gifting strategy, you can have more than one 

gift box per donee, so you have opportunity there too. 
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The biggest deal with the I bond is that it carries no 

downside risk. It can’t go below its latest redemption 

value, and the interest rate can’t go below zero. 

 

The one thing you need to pay attention to is the 

interest rate. It changes with inflation. The Fed wants 

to lower inflation to its target 2 percent. For most 

people, this means that the I bond could be a short-

term investment—say, one to five years.  

 

But think in the short term now. Where else can you 

earn 9.62 percent tax-deferred interest, risk-free? 

 

 

New and Improved Energy 
Tax Credits for Homeowners 

 

The president signed the Inflation Reduction Act into 

law on August 16, 2022. It contains some valuable 

tax credits for homeowners.  

 

When it comes to taxes, nothing is better than a tax 

credit since it is a dollar-for-dollar reduction in the 

taxes you must pay (unlike a tax deduction that only 

reduces your taxable income). In other words, a 

$1,000 credit saves you $1,000 in taxes. 

 

The new law extends and expands three tax credits 

intended to encourage homeowners to make their 

homes more energy efficient and to facilitate the use 

of electric vehicles.  

 

Energy Efficient Home 
Improvement Credit 
 

The new law creates the 2023 Energy Efficient Home 

Improvement Credit that helps homeowners pay for 

various types of energy efficiency improvements, 

including 

● exterior windows, skylights, and doors; 

● home insulation; 

 

● heat pumps, water heaters, central air 

conditioners, furnaces, and hot water boilers; 

● biomass stoves and boilers; and 

● electric panel upgrades. 

 

The old credit contained a tiny $500 lifetime cap. 

Lifetime caps are gone beginning in 2023.  

 

Instead, the new law gives you a $1,200 annual cap 

along with specific caps on some improvements. But 

overall, you can perform many energy efficiency 

projects over several years and collect a credit each 

year.  

 

Residential Clean Energy Credit 
 

Most taxpayers earn the Residential Clean Energy 

Credit by installing solar. Two good things here. 

First, the new law extends the credit through 2034. 

Second, the new law increases the credit from 26 

percent to 30 percent for eligible property placed in 

service in 2022 through 2032.  

 

There is no annual or lifetime cap on this credit. The 

average solar project cost on a home is over $20,000, 

so this credit can save you more than $6,000.  

 

You can also apply this credit to the cost of storage 

batteries, solar water heaters, geothermal heat pumps, 

small residential wind turbines, and residential fuel 

cells. 

Home Electric Vehicle Charger 
Credit  
 

The new law extends through 2032 the tax credit for 

installing a home electric charger. The amount of 

credit remains the same: a non-refundable credit 

equal to 30 percent of the cost of a home charger, 

capped at $1,000. But starting in 2023, the credit will 

be available only for homeowners who live in low-

income or rural areas. 
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New Business Tax Credits for 
Your Electric Vehicle 

Purchases 
 

You may have heard that the newly enacted Inflation 

Reduction Act includes an expanded tax credit for 

electric vehicles.  

 

Although this personal credit has gotten most of the 

publicity, the new law launched a new commercial 

clean vehicle credit—specifically for business-use 

electric vehicles. And it’s much better than the credit 

for personal-use electric vehicles. 

 

The new law’s personal-use electric vehicle credit is 

now called the clean vehicle credit. It comes with 

many new restrictions:  

 

● It is available only if your adjusted gross 

income is no more than $300,000 (married, 

filing jointly) or $150,000 (single).  

 

● It applies only to electric vehicles with a 

manufacturer’s suggested retail price below 

$80,000 for vans, SUVs, and pickup trucks, or 

$55,000 for other vehicles. 

● It must pass complex tax-law-defined North 

American assembly and sourcing 

requirements that prevent many electric 

vehicles from qualifying. 

 

Luckily, if you purchase or lease an electric vehicle 

for business use in 2023 or later, none of the clean 

vehicle credit restrictions apply. Instead, you can 

qualify for the business-use electric vehicle credit. 

The credit is available for fully electric cars, plug-in 

hybrid electric vehicles, and fuel cell vehicles.  

 

The maximum credit is $7,500 for electric vehicles 

with a gross vehicle weight rating (GVWR) of less 

than 14,000 pounds and a whopping $40,000 for 

electric vehicles with a GVWR of 14,000 pounds or 

more. 

 

Student loan debt relief plan 
 

Under the President’s Student Loan Debt Relief Plan 

announced on August 24, 2022, the Department of 

Education will forgive up to $20,000 of federal 

student loan debt for borrowers who have received 

Pell Grants and $10,000 for all others. The relief is 

limited to individuals with income of less than 

$125,000 or, for married or head of household 

individuals, under $250,000. The plan does not 

forgive private student loan debt, only those loans 

held by the Department of Education. 

A federal Pell grant is only given to undergraduate 

students who “display exceptional financial need.” 

Pell grants typically do not have to be repaid, but they 

only cover about a third of the cost of a four-year 

public college degree, which means Pell grant 

recipients still have to take out other loans to cover 

their education expenses. It’s these additional loans 

that will be forgiven for Pell grant recipients, up to 

the $20,000 cap.  

A loan forgiveness application will be available for 

borrowers to use, which is slated to be ready in early 

October, but many borrowers will automatically 

receive relief based on their existing income data on 

file with the Department of Education. Once a 

borrower completes the application, they can expect 

relief within four to six weeks. Borrowers will have 

until December 31, 2023, to submit their application.  

The plan also extends the payment pause on most 

federal student loans through December 31, 2022. 

The freeze on loan payments began in March 2020 

and has been extended seven times over the last 2 ½ 

years. The Biden administration says this is the final 

extension, but nothing prevents them from extending 

the freeze again. 

To receive relief before the payment pause expires on 

December 31, 2022, borrowers must apply before 

November 15 to avoid having to make any 

repayments starting in January 2023.  
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Calculating income 

One question is how income will be determined for 

the purposes of the $125,000 and $250,000 relief 

thresholds. The Department of Education has 

indicated that the relief applies if income was below 

the thresholds in 2020 or 2021. Because we do not 

have final guidance on the year that will be used, if 

2021 returns have not been filed, consider: 

• Using tax planning strategies to get below the 

threshold and take the loan relief; or 

• Filing separate returns if they’re over the joint 

threshold but under the individual threshold. 

Taxability of loan forgiveness 

The loans forgiven under the President’s executive 

order will not be included in the borrower’s gross 

income due to changes made by the American Rescue 

Plan Act (ARPA). The ARPA provides a cancellation 

of debt (COD) exclusion to certain student loans 

forgiven during the 2021 through 2025 calendar 

years. This exclusion is for federal income tax 

purposes and applies to: 

• Federal loans; 

• State education loan programs; 

• Loans made by a college or university; and 

• Private educational loans. 

The exclusion applies whether the loan was provided 

through the educational institution or directly to the 

borrower. In some states the forgiven student loans 

may be taxable income. 

Taxpayers don’t have to meet any other criteria to be 

eligible for the COD exclusion as long as the loan is 

a qualified loan. The IRS stated that lenders of these 

discharged loans should not issue Forms 1099-C to 

the borrowers. 

 

6 Retirements Milestones on 
Their Calendars 

 

 

1. Age 50: You become eligible for catch-up 

contributions 

 

Adults 50 and older may make catch-up contributions 

to their retirement accounts. These vary by account 

type. In 2022, older adults may contribute up to 

$6,000 more to their 401(k)s and $1,000 more to their 

IRAs, bringing their annual contribution limits to 

$27,000 and $7,000, respectively. 

 

You don't have to wait until your birthday has passed 

before you begin making these contributions. As long 

as you'll be 50 or older by the end of the year, you're 

good to go. 

 

2. Age 59 1/2: You can make penalty-free 

retirement withdrawals 

 

Prior to 59 1/2, it's difficult to withdraw funds from 

your retirement accounts without paying a 10% early 

withdrawal penalty. There are exceptions for Roth 

IRA contributions because you've already paid taxes 

on these. And you can also tap your retirement 

savings early if you have large medical bills, you're 

paying for higher education, or you're making a first 

home purchase, among other things. 

 

But if you don't qualify for one of these exceptions, 

you'll pay a fee to access your retirement funds. 

While many retire after this age, those who plan to 

retire sooner will need to stash some money in a 

taxable brokerage account or a savings account where 

they can access it at any time. 

 

3. Age 62: You become eligible for Social Security 

benefits 

 

Seniors can claim Social Security as early as 62 if 

they wish, but doing so will shrink the amount of their 

checks. If you sign up as soon as you become eligible, 

your checks will be up to 30% smaller than your 
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primary insurance amount (PIA) -- the full benefit 

you qualify for based on your work history. 

 

It can be smart to claim social security early if you 

have a terminal illness or a health history that leads 

you to believe you won't live long. Some people also 

decide to claim early because they need the extra help 

their benefit checks provide to stay on top of their 

bills.  

 

4. Age 65: You become eligible for Medicare 

 

Seniors become eligible for Medicare at 65. Prior to 

this age, they'll need to rely upon health insurance 

from an employer or a private health insurance 

policy.  

 

Once you sign up, the federal government takes the 

cost of your Medicare Part B premiums out of your 

Social Security checks if you're already claiming 

those. Otherwise, you'll get a bill for your premium 

costs. 

 

5. Age 66 or 67: You reach your full retirement 

age 

 

Full retirement age (FRA) is the age at which you 

become eligible for your PIA based on your work 

history. Claiming before you reach this age shrinks 

your checks, while delaying benefits past this age 

increases them. Some people choose to sign up at 

their FRA as a happy medium between claiming early 

and claiming late. 

 

Your FRA depends on your birth year. For those born 

between 1943 and 1954, it's 66. Then it rises by two 

months every year thereafter until it reaches 67 for 

those born in 1960 or later. 

 

6. Age 70: You qualify for your maximum Social 

Security benefit 

 

Every month you delay Social Security increases 

your benefit until you reach 70. People who expect to 

live into their 80s or beyond and can fund retirement 

on their own up until this point may choose to delay 

benefits until 70 in the hope of securing a larger 

lifetime benefit. But since they're receiving fewer 

checks over the course of their lifetime, it takes a 

while for the larger payments they receive to catch up 

before the total amount received begins to tip in favor 

of these late claimers. 

 

Keep these dates in mind as you move closer to 

retirement and try to prepare for them in advance. 

Thinking about when you plan to claim Social 

Security and how you'll fund your retirement at every 

stage can help you avoid surprises later.  
 

 

Missed the deadline for 2019 
or 2020 tax returns?  You 
may receive an automatic 

refund for late-filing penalties 
 

The IRS has announced that it will provide automatic 

relief from certain failure to file penalties and 

information reporting penalties for 2019 and 2020 

taxable years. (Notice 2022-36) The IRS will 

determine whether a taxpayer qualifies and will 

automatically abate, refund, or credit the taxpayer’s 

account, as appropriate. No action on the taxpayer’s 

part is required. 

The purpose of the relief is to allow the IRS to focus 

more of its resources on clearing its backlog, as well 

as provide relief to taxpayers affected by the COVID-

19 pandemic. 

To be eligible for the automatic failure to file penalty 

relief for the 2019 and 2020 taxable years, eligible 

entities must have filed their returns by September 

30, 2022.  

The relief applies to: 

• Individual income tax returns (Form 1040); 

• Fiduciary income tax returns (Form 1041); 

• C corp income tax returns (Form 1120); 
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Our Network 
If you would like a second opinion regarding your 

Estate Plan or Financial Investing please contact us. 

We have attorneys and financial advisors ready to help. 

 

• S corp income tax returns (Form 1120-S); 

• Partnership income tax returns (Form 1065); 

• REMIC income tax returns (Form 1066); 

• Exempt organization income tax returns 

(Form 990 series); and 

• The following foreign information reporting 

forms:  

o Form 5471; 

o Form 5472; 

o Form 3520; and 

o Form 3520-A. 

To be eligible for the automatic information reporting 

penalty relief for failure to timely file information 

returns (Forms W-2, 1099, etc.), taxpayers must 

meet the following criteria: 

• For the 2019 calendar year, returns must have 

been filed by August 1, 2020; or 

• For the 2020 calendar year, returns must have 

been filed by August 1, 2021. 

Upcoming due dates 
 

Sept 15 

• 3rd Qtr Federal and State Estimated income 

tax payments. 

• 2021 Extended S Corporation and 

Partnerships tax returns are due.  

• 2021 business SEP IRA and Retirement plan 

contributions are due.  

 

Sept 30 

• 2021 Extended Trust tax returns are due.  

 

Oct 15 

• 2021 Extended deadline for Form 1040 

personal tax returns.  

 

 

 

 

Visit our website and share 
helpful tips 

 
 

Bet you didn't know we also love to do video updates. 

Check out the “Mike Talking" page for video updates to stay 

current on tax law changes. Please share with your friends 

and colleagues.  

 

https://www.liebcody.com/mike-talking 
 

 

We are hiring! 
 
 

We are looking to add a Tax Professional to our team and 

another Administrative Assistant. If you know of someone 

that may be a good fit please introduce me to them.  
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