
 
 

January 10, 2013 
 

Tax Withholding For 2013 Challenges Advisers 
By Arden Dale 
  
With the new federal tax regime in place, financial advisers are facing a new challenge: Ensuring 
their clients now in higher tax brackets withhold the correct amount of taxes from their 
paychecks.  
 
Employers and tax software companies are scrambling to update their systems to comply with 
the new tax rates, while advisers employ more guesswork than usual to see that their clients don't 
run afoul of the Internal Revenue Service. 
 
Advisers must estimate what taxable income will be under new income thresholds and limits on 
deductions. Then, they can advise clients to go to their employers and have their withholdings 
adjusted accordingly.  
 
"The bullet is coming," said Steven San Filippo, a partner at Sensiba San Filippo LLP, an 
accounting and business consulting firm in Pleasanton, Calif. "You either have to move your 
head to the left or to the right."  
 
Several clients of New Jersey accountant Trina Weingarten have already asked her for help. In 
one case an executive at a nonprofit got a very large bonus in 2012, so Ms. Weingarten increased 
his withholding at the time, and told him to check in with her after the New Year.  
 
Right now, though, Ms. Weingarten can't rely on tax software to make further adjustments 
because the firm whose software she uses hasn't yet updated it. And, she can't assume her client's 
employer is withholding the right amount.  
 
"It's a rolling process to get everyone updated," Ms. Weingarten said.  
 
The IRS last week published updated income-tax withholding tables for 2013 that reflect the new 
tax rules. Still, many people are likely to be taken unawares by the need to change their 
withholding and estimated taxes, and make other adjustments. Mr. San Filippo said the new rules 
are "uncharted territory for a lot of people."  



 
Indeed, the law creates a maze that is challenging advisers to figure out what clients will owe. 
Taxable income over $400,000 ($450,000 for joint filers) gets the new top rate of 39.6% for 
ordinary income, while adjusted gross income of $200,000 ($250,000 for joint filers) triggers a 
new 3.8% Medicare surtax. Deductions are now limited for those with adjusted gross income 
over $250,000.  
 
Lauren Klein, a tax adviser and financial planner in Newport Beach, Calif., said the software she 
plans to use to figure out withholdings on IRA distributions is scheduled for an update on 
Wednesday. Ms. Klein will look at her clients' first paychecks for 2013 and make some 
assumptions about income and deductions for the rest of the year. She will then "true up" 
estimates at filing season, and times in between when circumstances warrant.  
 
Clients who don't manage their cash flow well need the most help to make sure they have 
withheld enough to meet their tax obligations. These people either don't want to write a big 
check to the IRS--or can't risk it, said Michael R. Scherer, a planner at Summit Financial 
Strategies Inc. in Columbus, Ohio.  
 
Most of his clients don't have trouble managing their flow. Mr. Scherer said his firm is working 
to get a good handle on how much each client is likely to owe, and come up with a plan in 
advance to have cash available. A way to avoid trouble is to plan to pay 100% of the tax shown 
on the 2012 return, or 110% if adjusted gross income could be higher in 2013. With this method, 
a good time to adjust withholding is in April, when 2012 taxes are known, he said.  
 
"Relax," Mr. Scherer added. "Do something reasonable now, and adjust later."  
 


