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sk most people whether they've “done their taxes” and they'll tell you yes the moment their return is filed. The

documents were gathered, the forms were completed, the refund arrived or the balance was paid. In the

ordinary sense of the phrase, they're right. But hidden inside that familiar ritual are two entirely different
activities that happen to share a season. One is the accurate reporting of a year that has already ended. The other is the
deliberate shaping of a year still in progress. Confusing the two is one of the most expensive misunderstandings a high
earner can carry, precisely because it never announces itself. Nothing goes visibly wrong. The return is filed, the math
is correct, and the opportunity that quietly passed leaves no trace on the page.

This distinction matters more as income and its complexity grow, and it deserves to be understood plainly rather than
treated as marketing language. The clearest way to see it is through the two very different kinds of thinking each

activity requires.

The engineer and the chess player

Strategic tax planning is the work of two different minds operating together. The first is the engineer: rigorous, precise,
and rule-bound — fluent in the mechanics of the tax code, exacting about how each provision actually operates, and
unwilling to guess where a calculation is required. The engineer makes sure every move is technically sound, the
numbers are right, and a strategy will hold up to scrutiny. Without the engineer, planning is just wishful thinking

dressed up as strategy.

But precision alone doesn't win the game. The second mind is the chess player, who thinks in moves and countermoves
several turns ahead, always asking what a decision made now will make possible — or foreclose — two and three years
down the line. The chess player sees that exercising options this year isn't just this year's transaction; it sets up, or
blocks, what can be done next year and the year after. Where the engineer guarantees each move is legal and correct,
the chess player arranges the sequence so the moves build toward a favorable position rather than working against one
another.

Here is the crux: preparation requires neither. It needs only an accurate scribe. That is why the difference between
preparation and planning is not one of effort or diligence — a preparer can be extraordinarily diligent — but a
difference of discipline. Planning demands the engineer's rigor and the chess player's foresight, applied to the living
years while the position on the board can still be changed. Everything that follows is really an elaboration of that one
idea.

Preparation is a faithful record of the past

Tax preparation is, at its core, an exercise in accurate history. It takes a year that has already happened — income
already earned, stock already sold, accounts already funded — and translates all of it onto the correct forms in
compliance with federal and state law. This is not trivial work: it requires knowing which elections were available, how
each item should be characterized, and where the reporting traps lie. But notice the tense. Every verb is past tense. By

the time a return is being assembled, the transactions it reports are closed — the stock was sold in July at whatever rate



the calendar assigned it, and no preparer can move that sale into a different year. Preparation describes these events
with precision; it cannot alter them. The preparer is a historian: indispensable for the record, and powerless to change
the story being recorded.

Planning is the deliberate shaping of the future

Tax planning asks a different question, and it asks it while there is still time for the answer to matter. Instead of “what
happened?” it asks “what is likely to happen, and what can we do now to change where it lands?” Planning looks at the
year in progress and the years ahead, projects where income and liability are heading, and identifies the decisions —
still open, still yours to make — that will determine the eventual bill.

Those decisions are rarely exotic. They are things like timing: whether a large stock sale falls in this tax year or the
next, and what else is already stacked into each of those years. They are things like sequence: which retirement vehicles
get funded, in what order, and in what form. They are things like structure: how a business owner takes compensation,
and whether the entity itself is arranged efficiently. They are things like coordination: making sure that a decision made
in one corner of your financial life — a home sale, an exercise of options, a change of state residency — is understood
for the way it ripples across everything else. None of these are loopholes. Each is simply a choice that carries a tax
consequence, made deliberately and early rather than discovered late.

The historian records what the year became. The strategist helps decide what the year will be. Both are
looking at the same return — one from behind, one from in front.

Planning is measured in years, not quarters

There is a common misconception that tax planning is something that happens late in the year — a fourth-quarter
checklist, a flurry of moves in November and December to soften the bill before the calendar turns. That version exists,
but it is the shallowest form of the discipline, and it captures only a fraction of what real planning can do. Genuine
strategic planning is not a Q3 or Q4 event. It maps the current year and the two to three years ahead, because the most
valuable decisions rarely resolve within a single tax year.

The reason is that the tax cost of a decision often depends on years that haven't happened yet. Whether to accelerate
income into this year or defer it into next depends on what those future years are expected to look like — a coming
liquidity event, a change in earnings, a business sale, a shift in bracket, a move between states. Spreading the exercise
of options across several years, sequencing a Roth conversion against a low-income window on the horizon, timing a
large gain to land in the lightest available year: none of these can even be evaluated, let alone executed, by looking only
at the twelve months in front of you. They require a multi-year map, drawn early and revised as the picture sharpens. A
plan that considers only the current year is not wrong so much as short-sighted — it optimizes one square while
ignoring the rest of the board.

The levers: timing, structure, and character

When planning does materially reduce what someone owes, the savings almost always trace back to income the
taxpayer had some ability to control. Not all income is controllable — a salary arrives when it arrives, taxed as ordinary
income, with little room to maneuver. But a surprising amount of a high earner's financial life involves income whose
timing, structure, or character can be influenced, and those three levers are where planning does its real work.

Timing is the question of when income is recognized: this year or next, in one lump or spread across several years,
before or after some other event that changes the surrounding picture. Structure is the question of how income is
arranged — how a business owner takes compensation, how an entity is set up, how a transaction is organized so that it
flows through the most efficient path. Character is the question of what kind of income it is in the eyes of the tax code
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— ordinary income versus long-term capital gain, for instance, which can face markedly different rates for the very
same dollar. A decision that shifts income from a higher-taxed character to a lower-taxed one, or from a heavy year to a
lighter one, or through a more efficient structure, is where a plan turns into actual dollars saved.

Planning works on the income you can control — its timing, its structure, its character. These are the
levers. The art is knowing which to pull, and when, across several years rather than one.

Why the gap widens as income rises

When financial lives are simple, preparation and planning nearly overlap, because there is little to optimize. The gap
between them opens as income grows — and, more importantly, as the sources of that income multiply. A single salary
is one stream with one set of rules. Add a bonus, and the withholding on it may not match your real bracket. Add equity
compensation, and suddenly timing, holding periods, and the interaction with other income all become levers. Add
investment gains, rental income, or a business, and each brings its own timing choices, its own elections, its own
coordination demands.

Every one of those additions is a decision point — a lever that, pulled at the right moment, lowers the eventual bill, and
that, left untouched until filing season, is simply reported as whatever it happened to become. This is the mechanism
behind a phenomenon that puzzles many high earners: two people with nearly identical incomes can owe strikingly
different amounts. The difference is almost never a secret deduction one of them found. It is that one of them made a
series of small, well-timed decisions across the year while someone watched the whole board, and the other learned
what they owed in April, when nothing could be changed.

The complexity compounds because these streams interact. A decision that looks smart in isolation — selling an
appreciated position, exercising options, converting a retirement account — can be the wrong move once you account
for everything else already loaded into that year. Seeing those interactions requires someone looking at the entire
picture at once, forward in time. That is planning's actual work, and it is precisely the work that a backward-looking,
form-by-form process is structurally unable to do.

What moving from preparation to planning looks like

Proactive planning is not a single dramatic event or a one-time strategy session. It is a rhythm that runs through the
year. In practice it tends to look like a few recurring habits:

A multi-year projection that maps where your income and liability are heading across the current year and the
next two to three — not a single-year snapshot, but a horizon long enough to time decisions against events still
ahead.

A conversation before the decision, not after — before the stock is sold, before the options are exercised, before
the property is listed — so the timing, structure, and character of the income can still be shaped while the choice is
open.

A whole-picture view in which one person understands how your income, investments, equity, entity, and state
exposure fit together, and can flag when a move in one area will create a problem or an opportunity in another.

A shift in what the tax return itself represents. For someone who plans, the year-end return is not the main
event; it is the last step — the documentation of decisions already made deliberately, often set in motion years
earlier.
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That last point is the quiet reframing at the heart of the difference. When planning has been done well, preparation
becomes almost anticlimactic. There are no surprises at filing, because the outcome was shaped on purpose, month by
month, long before the forms were filled in. The return simply records a result that was chosen rather than one that

merely happened.

The honest bottom line

Preparation is necessary and always will be; a return must be filed, filed accurately, and filed on time. But for a high
earner with a genuinely complex financial life, preparation alone leaves the most valuable work undone. The decisions
that most affect what you ultimately owe are made in the living year, not in the filing season that follows it — and once
that year has closed, even the most skilled preparer can only report faithfully what was already decided by default.

If your income has grown but your relationship with your taxes still consists of handing over documents once a year, it
is worth asking a simple question: is anyone looking forward on your behalf, or only backward? The answer tends to

explain a great deal about why two similar incomes so often produce two very different bills.

Discuss your situation with Natalie C. Papagni, CPA

If you'd like a forward-looking review of your own tax picture — the decisions still open to you this year
and how they fit together — a complimentary initial consultation is the natural first step.
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