Welcome to the Webinar…

Do Taxes in Retirement
Matter?

As We Get Started…
• Make sure you’re in quiet comfortable spot.
• Please shut off all distractions.
• Be prepared to take notes and jot down your questions and/or put
them in the chat (we’ll try to address them during or at the end of
the call)?
• Everyone on the call will be muted. You can choose to have your
video on or turn it off.
• The webinar will be about 60-75 minutes long and as a thank you
for listening in today, we’re gong to tell you how you can get a
complimentary tax assessment and a couple other bonuses at the
very end. So please stick around for entire presentation.
This material is intended to provide general financial education and is not written or intended as tax or legal advice and may not be relied on for purposes of avoiding any Federal tax penalties. Individuals are encouraged to seek advice from their own tax or legal
counsel. Individuals involved in the estate planning process should work with an estate planning team, including their own personal legal or tax counsel.

About Your Instructor
Brian Saranovitz
• Co-Founder of Tax Smart Network and Your
Retirement Advisor
• TSN offers virtual tax planning & prep

• YRA is a one-stop retirement advisory
practice
• Retirement specialist & Investment Advisor
Representative with 30 years experience

• Former professional football player: Patriots,
USFL, Arena (new Youtube channel: Football
& Finances)
Securities and advisory services offered through Cetera Advisors LLC, member FINRA/SIPC, a broker/dealer, and a Registered
Investment Adviser. Cetera is under separate ownership from any other entity.

www.taxsmartnetwork.com

Do Taxes in Retirement Matter?

ABSOLUTELY!
Utilizing the proper tax planning strategy can
potentially add 5-10 years or more of life to your
retirement portfolio when withdrawing income.
How would you like to be tax smart and add more
life to your portfolio? Answer in the chat window.

Agenda
Prepare to hear about some tax tips
& strategies that you probably
won’t hear from a CPA or a financial
advisor
History and future of taxes. How
taxes are calculated and how
Social Security taxation works?
Why a Tax Efficient Distribution
Strategy can help you reduce
taxes and ultimately increase
your retirement outcome?
Case Study – The Power of
Proactive Tax Planning for
Retirement
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Eye-Opening Stats to Consider…
• 37% of retirees admit they did not consider how taxes would impact their
retirement income.*
• As a result, Nationwide Retirement Institute says, they may have lost the
opportunity to save six years’ worth of income in retirement!
• 60% percent of pre-retirees, 70% of recent retirees, and 75% of those who have
been retired for more than 10 years say they are only somewhat
knowledgeable or not at all knowledgeable about tax planning!

• 52% percent of pre-retirees and 47% of recent retirees wish they better
understood how their income in retirement will be taxed!
• 46% percent of recent retirees wish they had better prepared for paying taxes in
retirement, and 24% said they have paid several thousands of dollars more in
taxes than they had expected!

Retirees Lack Awareness of Income Tax Hits: Nationwide Research, Think Advisor, By Elizabeth Festa | November 02, 2018
*https://www.plansponsor.com/exclusives/income-taxes-follow-participants-retirement/

You DON’T Have to Be a Statistic
Let’s find out how YOU can be tax smart & tax efficient.

Tax Risk
Tax liability in retirement has an impact on
portfolio survival rates…future tax rate
increases may be the biggest challenge
retirees face.

Tax Reduction Strategies
• Roth Conversions
• Tax Loss Harvesting
• Annuities
• Tax-Free Investments
• Tax Optimized Withdrawals
• Asset Location
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History of Federal Tax Brackets

1. http://www.usgovernmentdebt.us/
Source: http://www.macrotrends.net/2526/sp-500-historical-annual-returns/

The Future of Taxes – Federal
Government Deficit
The Debt-to-GDP ratio - compares a country's sovereign debt to its total
economic output for the year. Its output is measured by gross domestic product
• Used to gauge a country's ability to pay off its debt
• High ratio - a country isn't producing enough to pay off its debt
• Low ratio - there is plenty of economic output to make the payments

SOURCE: The Balance; Debt-to-GDP Ratio, Its Formula, and How to Use It, Kimberly Amadeo - Updated February 28, 2019

The Future of Taxes – Federal
Government Deficit
US historical Debt-to-GDP ratio
• 1985 = 42%
• 1995 = 65%
• 2005 = 61%
• 2015 = 100%

• 2019 = 106%
• 2020 = anticipated 136%

SOURCE: The Balance; Debt-to-GDP Ratio, Its Formula, and How to Use It, Kimberly Amadeo - Updated February 28, 2019

The Future of Taxes – Federal
Government Deficit
Debt-to-GDP Ratio comparison
• Germany at 56.93% - Healthy Economy
• Greece at 176.64% - Unhealthy Economy
• United States at 106.9% - ????
• $22.7 trillion U.S. debt as of September 30, 2019 divided by the $21.4
trillion nominal GDP = 106.9%

Statistica.com, Germany: National debt in relation to gross domestic product (GDP) 2014 to 2024
Statistica.com, Greece: National debt in relation to gross domestic product (GDP) 2014 to 2024

The Future of Taxes – Federal
Government Deficit
Potential tax rate increases make tax planning more
important and more beneficial
Where do you think tax rates are heading??? Comment in the
chat.
____ Decreased Tax Rates
____ Increased Tax Rates
____ Remain the Same

Tax Basics

Marginal Tax Brackets

2020 Federal Income Tax Tables

2020 Standard Deductions

* Married over age 65 add $1300 each or $2600 total to the standard deduction
* Single over age 65 add $1650 to the standard deduction

How Are Taxes Calculated?
Married Couple - Filing Joint Return
Joint Earned Income: $145,000.
Deductions
401(k) Deductible Contributions: $22,700.
Standard Marital Deduction: $24,800
Adjusted Gross Income (AGI) of $97,500
-

$0 to $19,400 @ 10% = $1,940
$19,941 to $78,950 (the next $59,009) @ 12% = $7,081
$78,951 to $168,400 (the next $18,549) @ 22% = $4,080
Income Tax Due ………………………………… $13,101

Capital Gains Taxation
What is a Capital Gain?
Profits from the sale of an asset. The gain is not realized
until the asset is sold (shares of stock, land, business).
• Realized gains for assets held 12 months or less are taxed at the
same rate as ordinary income
• Assets held more than 12 months are usually taxed at a lower rate2
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The current maximum tax rate on long-term capital gains (excluding unrecaptured Section 1250 gain and gain from sales of collectables and qualifying small business stock) is 20%.

Note: State taxes are additional and vary by state. Consult your tax advisor.

Capital Gains Tax Rates
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The current maximum tax rate on long-term capital gains (excluding unrecaptured Section 1250 gain and gain from sales of collectables and qualifying small business stock) is 20%.

Note: State taxes are additional and vary by state. Consult your tax advisor.

Capital Gain Tax Exclusion
for Home Sales
If you sell your home for a profit, you may be able to exclude (not
pay federal income tax on):
• Up to $250,000 of gains (single filers)
• Or up to $500,000 of gains for a married couple (filing jointly)
• 2/5 Rule – Must have utilized the property as primary residence 2 out
the past 5 years
• As a general rule you may exclude Cap Gains more than one time --Must wait 2 years from the previous sale

Required Minimum Distributions (RMDs)
Must take required distributions from all qualified retirement
accounts at age 72
▪ Mandatory withdrawals are based on age, an IRS life expectancy table and value of
accounts each year
▪ Must take your first RMD by April 1st following the year you turned age 72
▪ Withdrawals must be taken by 12/31 of each year after age 72
▪ Missed RMD…50% penalty (assessed on amount that should have been distributed)

NOTE: RMDs are not required for 2020 due to the COVID-19 pandemic

Required Minimum Distributions (RMDs)
RMD Calculation: Retiree Age 72
▪ $500,000 Value on 12/31/2021
▪ $500,000 / 25.6 = $19,531 RMD (must be taken by 12/31/2022)
▪ 3.90% withdrawal

How Do RMDs Effect Retirement?
Age 72:
$500,000 IRA /25.6 = $19,531 / 3.90%

Age 82:
$500,000 IRA /17.1 = $29,239 / 5.84%
Age 92:
$500,000. IRA /10.2 = $49,019 / 9.80%

Social Security Taxation
How Are Retirement Benefits Taxed?

Social Security Taxation
Will Your Benefit Be Taxable?

NO!
Unless Your SSI Provisional Income Exceeds Certain
Limits
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Social Security Income
What is SSI Provisional Income???
SSI Provisional Income = adjusted gross income + nontaxable income
(municipal bonds) + ½ of Social Security benefit income

Hypothetical Provisional Income Calculation:
▪ AGI = $45,000 IRA withdrawal or RMD (-) $24,800 Standard Marital Deduction = $20,200 AGI
▪ Muni Bond Income = $10,000 earnings
▪ Social Security Income = $20,000 (1/2 of $40,000 SSI)
Total Provisional Income . . . . . . . . . . $50,200
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Social Security Taxation
Will Your Benefit Be Taxable? Depends on your
Provisional Income …
Up to 50% of benefit may be taxable if your combined
income* is:
$25,000 to $34,000 and you file as single
$32,000 to $44,000 and you file as married filing jointly

Up to 85% of benefit may be taxable if your combined
income* is:
Over $34,000 and you file as single
Over $44,000 and you file as married filing jointly
29

Social Security Tax Basics
Contact the Social Security Administration
✓ Get benefit estimates and a copy of your Social Security
Statement from the Social Security website, socialsecurity.gov
✓ Contact the Social Security Administration to discuss your
options at least 3 months before you reach age 62
✓ Apply online, by phone, or in person

Tax Strategies to Consider

401(k)
Pension
Plans

Tax Strategies to Consider
Strategy #1: Consider Opening an Health Savings
Account (HSA)
TRIPLE TAX FREE!

• Tax-deductible contributions
401(k) growth
• Tax-deferred
Pension
• Tax-free Plans
withdrawals (for qualified health
care expenses)

Health
Savings
Accounts

Tax Strategies to Consider
Health Savings Accounts (2020)
According to the Fidelity Health Care Cost Estimate, an
average retired couple age 65 in 2018 may need
approximately $280,000 saved (after tax) to cover
health care expenses in retirement.

Source: Fidelity Investments, How to Plan for rising health care cost, Apr 18 2018

Tax Strategies to Consider
Health Savings Accounts (2020)
Tax-Deductible Contributions
• $3,550 max annual contribution (catch-up $1k age 55+) – Individual
• $7,100 max annual contribution (catch-up $1k age 55+) – Family

Tax-Deferred Accumulation
• Any funds in HSP accounts that are not used before the end of year are rolled over
and accumulate tax-deferred

Tax-Free Distributions (if used for qualified medical expenses)
• Not Subject to Provisional Income
• Not Subject to RMDs

• Taxable distributions for non-qualified expenses
Consult your tax advisor pertaining to your specific situation.

Tax Strategies to Consider
Strategy #2: Consider Investments with Tax Advantages
• Municipal Bonds/Funds
• Tax-Deferred Growth
• Tax Free income (dividends and interest)
• Income included for provisional income calculation
• No RMD
• Tax-Deferred Annuities (Non-Qualified)
• Tax-deferred Accumulation
• Preferential tax treatment based upon the Exclusion Ratio (NQ Annuities)
• Percentage of income included for provisional income calculation
• No RMD
▪ Life Insurance Retirement Plans (LIRP)
• Tax-Free Death Benefit
• Tax deferred growth (Variable or Fixed returns)
• Tax-Free Income (withdrawals to basis then loans)
• Not included in Provisional Income calculation
• No RMD
Note: There are many exceptions to all of these general rules. Certain items such as phase outs and alternative minimum tax can change your various scenarios. Consult your tax advisor pertaining to your specific situation.

Tax Strategies to Consider
Strategy #3: Consider Reverse
Mortgages for Tax-Free Income or a
Tax-Free Safety Net
How to use Reverse Mortgages to Secure Your Retirement By Wade Pfau, Ph.D,
CFA,February 27, 2017
“Though reverse mortgages have long held a bad reputation, research and Public
policy in recent years are shedding a new light on their potential uses in retirement.”
“Financial planning research has shown that coordinated use of a reverse
Mortgage starting earlier in retirement outperforms waiting to open a reverse
mortgage as a last resort option once all else has failed.”

NOTE: It is imperative to calculate the effect of a reverse mortgage on each individuals personal situation to determine the
negative or positive effect on the overall retirement outcome. Each retiree’s situation and asset levels different and outcomes
will vary based upon these nuances.

Tax Strategies to Consider
HECM Loans (Reverse Mortgages)
Can I tap into my home equity to support myself in retirement?
▪ Must be 62 Years of age
▪ Typically need 50-60% equity to qualify
▪ Owners must maintain the home as well as pay property taxes
▪ Income NOT subject to income tax
▪ Income NOT subject to SSI Provisional Income

Tax Strategies to Consider
Strategy #4 - Consider Contributing to a Roth IRA or 401(k)
Overview
▪ After tax contributions - Contributions must be made
using after-tax dollars
▪ Tax-deferred growth - Contributions and earnings
compound tax-deferred

▪ Tax-free withdrawals - Contributions and earnings
can be withdrawn tax free
▪ Subject to five-year holding period plus age restriction

▪ Tax planning flexibility
▪ No RMD’s Required
▪ NOT subject to Social Security Provisional Income
calculation

Tax Strategies to Consider
Roth Contribution Limits
Roth IRA
▪ Roth IRA contribution limits are $6,000 per year in 2020 (people 50 or older can add
$1,000 to those amounts).
▪ Roth IRA income limits in 2020 are $139,000 of modified adjusted gross income for
singles and $206,000 of modified adjusted gross income for joint filers
Roth 401(K) or Roth 403(b)
▪ Roth 401(k) contribution limits are $19,500 (under age 50) & $26,000 age 50 +
NOTE: Both Roth IRA & Roth 401(k) can be split with Traditional IRA & Traditional 401(k) contributions but cannot exceed
the maximum aggregate noted above

Tax Strategies to Consider
An Exception to the Roth Income Requirements
Rule…
The Backdoor Roth
▪

Contribute to your Traditional IRA and convert the contribution to a Roth IRA in the same
tax year

▪

Must pay tax on the conversion to the Roth IRA in the tax year converted

Tax Strategies to Consider
Taking Money Out of a Roth Tax-Free
▪ Must satisfy two Triggering Events
▪
▪

Age 59 ½
Owned Roth for 5 years

▪ 10% penalty and tax on EARNINGS for withdrawals before satisfying
BOTH triggering events

Tax Strategies to Consider
Strategy #5 - Consider Intelligent Roth Conversions
To Convert of Not to Convert??
The Trade Off:
▪ Convert your Traditional IRA to a Roth IRA,
you:
• Pay income taxes at your current tax rate on conversion
• Tax-free growth
• Tax-free withdrawals during retirement
• Must satisfy two triggering events
• Age 59 ½
• 5-year wait on each conversion

Tax Strategies to Consider
Strategy #5 - Consider Intelligent Roth Conversions
All or Nothing
▪ If you convert your Traditional IRA to a Roth IRA over the course of multiple
years:
▪ You may pay less total tax than if you convert during a single year
▪ Future tax increases make conversion to Roth more advantageous

Additional Benefits
▪ Pass Roth assets to heirs income tax-free (subject to restrictions)
▪ Not Subject to SSI Provisional Income Calculation
▪ No RMDs

Tax Diversification
Before you implement any strategy to reduce your tax liability, make sure
it complements your overall financial plan.

Tax Diversification
Create Your Buckets!
Tax Diversification - Having tax-free, taxable and tax-deferred
investments in retirement offers the ability to create a tax efficient income
distribution strategy.

Importance of Diversification
TAX DEFERRED

401(k)
Pensions
TAX FREE
Traditional IRAs

TAXABLE

TAX DEFERRED

Creating a Tax Efficient Income
Distribution
Your strategy for withdrawing retirement assets is as important as your strategy
for accumulating them.

TAXABLE

TAX
DEFERRED

Which accounts
money should be
taken from?

TAX FREE

What conversion
opportunities exist to
maximize efficiency?

In what order?
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Three Drawdown Strategies To Consider
PRO RATA STRATEGY

• Withdraw from taxable, tax

deferred, and tax-free accounts
proportionally
• Not optimal in most cases

SEQUENTIAL
STRATEGY

• Withdraw from taxable accounts

first; then tax deferred accounts;
lastly tax free
• The classic approach

SEQUENTIAL WITH
ROTH CONVERSION
STRATEGY

• Withdraw from taxable

accounts first; then tax
deferred accounts; lastly tax
free
• Roth conversions are executed

to take advantage of periods
of lower tax brackets

Tax Efficient Retirement Distribution

Not all retirement savings
assets are equal from a
taxability standpoint:
• Taxable

An efficient retirement plan
should illustrate:
• Which accounts money

should be taken from

• Tax deferred

• In what order

• Tax free

• What conversion

A customized tax efficient
distribution strategy could
save you significant value
and extend the time horizon
of your retirement assets.

opportunities exist to
maximize efficiency
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CASE STUDY

Meet the Brady's
Mike and Amanda — married
Current Ages — 56/54
Target Retirement Age — 65/65
Salary — $200K/$50K
Social Security — 70
Monthly Expenses in Retirement — $9K

Invested Assets — $1.0 MM qualified
$100K non-qualified

Tax Brackets During Retirement Can
Be Surprising
Surprisingly high
taxable income
in later years of
retirement

Low taxable
income after
retirement
before age 70

RMD and social security
drive up taxable income starting age 70

Large IRA Distributions Drive Up Tax
Brackets
Years with
high tax rates

Years with
low tax rates

Smoothing Out The Tax Liability
Less Taxable Income
when tax rate is higher

Intelligent Roth
Conversion to fill up tax
bracket
PROPOSED STRATEGY:

$1,136,742 MORE
Tax-adjusted ending portfolio rather
than a pro-rata withdrawal strategy
w/o conversion

Taxes DO Matter in Retirement!
Key Takeaways
✓ Create your buckets (tax-deferred, tax-free & taxable)
▪ Tax diversification
✓ Utilize an HSA for triple tax advantages
✓ Implement Tax-Efficient Withdrawal Sequencing, coupled
with Roth Conversions

Result
▪ Minimize RMD effect
▪ Reduce Social Security Provisional Income
▪ Reduce taxes annually to increase net spendable income

Suggested Next Steps

As a thank you for attending…bonus #1

Complimentary Tax Assessment
The case study discussed is similar
to the complimentary tax
assessment we offer all webinar
attendees (a $500 value).

PROPOSED STRATEGY:

$1,136,742 MORE

You’ll receive an email tomorrow
with a link to request your
assessment and a Zoom call to
review the results.

Tax-adjusted ending portfolio
rather than a pro-rata withdrawal
strategy
w/o conversion

As a thank you for attending…bonus #2

2019 Tax Return “What If” Audit
When you have your Tax Assessment and follow up review, you’ll be offered
a complimentary 2019 tax return “What If” audit (a $100 value).

As a thank you for attending…bonus #3

Valuable Tax Guides | Webinar Replay
In the follow-up email tomorrow, you’ll also
receive a link to a page on our site with the
following materials:
• Copy of the presentation
• Tax Guide
• Roth Conversion Guide
• SECURE Act Guide
• Link to webinar replay

Continue to educate yourself on important retirement topics…taxes are
just one of MANY critical components to determining a successful
retirement outcome

Retirement Power Hours

4-week session starting the week of November 9

Thank you again for joining us.
Goodnight Everybody!

How to Reach Us?

Phone: 978-276-9145
Email: info@taxsmartnetwork.com
Website: www.taxsmartnetwork.com
Follow us on Facebook:
https://www.facebook.com/taxsmartnetwork/

