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Tax planning is individual!

Always speak to a tax 
professional to determine 
which strategies may be 

applicable to your 
personal situation.

We are not providing tax 
advice, only education on 
options that may be worth 

discussing.



3 Buckets for Retirement Savings



Tax Diversification

Choose when and how to 
take money from each 
bucket based on tax 
environment.

When taxes are low, take $$$ 
from taxable account 
(Traditional)

When taxes are high, take $$$ 
from tax-free account (Roth)

The more tax diversity you have in your portfolio, 
the more control you have over your tax liability 
each year.

Concept
 Have different 
buckets of money 
to choose from that 
are taxed differently 
in retirement.



Tax Predictions

• No one knows for sure
• “Tax Cuts and Jobs Act” sunsets on 

December 31st, 2025.
• If nothing is changed, tax brackets 

compress dramatically.
• What will YOUR tax obligations look 

like in the future?





Tax obligations

• Most people think they will be in a lower tax 
bracket when they retire (so they think they will 
owe less taxes in retirement).

• The reality is that if you intend to maintain your 
standard of living, (but all of the assets you have 
to pull from are taxable), you will likely be in the 
same bracket!

Traditional
IRA

Social
Security

Pension

Working       Retirement 



Traditional IRA



Traditional IRA 
Withdrawals
• Taxation on 100% of 
withdrawals
• Required minimum 
distributions 
• Create taxable income 
which affects Medicare 
premiums and taxation of 
Social Security

Who owns your IRA?

You California IRS



Individual Retirement Account (IRA) Options
Traditional IRA Roth IRA

Contribution Limits 
(All IRA accounts combined)

For 2024: $7,000/year (under age 50) or $8,000/year (age 50+) Must be 
EARNED income with spousal exception.

Income limits No income limit to contribute. Income 
limits apply for deductibility.

$161,000 (single)
     $240,000 (married filing jointly)

Tax on the way IN… Not taxed not 
(assuming deductibility)

Taxable now

Tax on the way OUT… Taxed later
(all principal and earnings are taxed as 

ordinary income)

Tax-Free later

Restrictions
(see IRS.gov for exceptions)

Must be age 59 ½ for penalty-free 
withdrawals with some exceptions.

Must be age 59 ½ and 5-year rule for 
penalty-free withdrawal of earnings. 
Each conversion has its own 5-year 

clock.



What is a “Roth” Anyway?

Senators Bob Packwood and William Roth

Proposed in 1989

Voted into law by the Taxpayer Relief Act of 1997

Originally called “IRA Plus”

Created an account for tax-free investing
William Roth, Senator from Delaware 
from 1971-2001



Roth IRA



Roth IRA 
Withdrawals
• Tax-free!
• No required minimum 
distributions (RMDs)
• Create zero taxable 
income = less tax liability

Who owns your Roth IRA?

You California IRS



Conversion vs. 
Contribution
• Contribution

• Must be EARNED income.
• Limited to $7000 per year (+$1000 catch 

up if over 50)
• Limited based on income level.

• Conversion
• Use IRA account to “convert” to Roth 

account. 
• Pay taxes on the conversion from outside 

funds (i.e. bank savings account).



Roth 
Conversion 

Strategy



Roth 
Conversion 
Strategy

• When does Roth conversion 
make sense?

• Years with low income
• When markets decline
• If taxes are expected to 

increase
• Outside funds exist to 

pay the taxes
• To avoid the “Widow Tax” 

by converting while 
married

• To create legacy wealth 
transfer of fast-growing 
assets

• To avoid high income 
years in the future

Concept:

Pay taxes today to create 
tax-free withdrawals in the 
future.



Taxation of Social 
Security
• * Your adjusted gross income
+ Nontaxable interest
+ ½ of your Social Security 
benefits
= Your "combined income"

% Taxed 
portion of 
Social 
Security

Single 
Combined 
Income*

Joint 
Combined 
Income*

0% $0-$24,999 $0-$31,999 

50% $25,000-
33,999

$32,000-
43,999

85% $34,000+ $44,000+



Medicare Income Tables (2024)
IRMAA – Income Related Monthly Adjustment Amount
Reminder: 2-year lookback

Medicare Part D monthly premium
Medicare Part B monthly premium



Required 
Minimum 

Distributions

• Start the year you turn 73.
• Calculated using “Uniform Lifetime Table.”
• First year, you have until April 1st the following year.
• Every other year, must be taken by December 31st.
• 25% penalty if RMD is not taken. 
• If corrected within 2 years, penalty drops to 10%.
• Must combine all IRA accounts for RMD. The amount 

can come out of any combination of the accounts.

Why do we have RMD?

IRA is a tax-deferred 
account. The IRS wants to 
collect taxes.





Inherited IRA rules after SECURE Act of  2019



Break: 5 minutes



Charitable Options
• Donor Advised Fund (DAF)

• Deductible on your taxes. 
• Cost can offset large income years such as Roth 

Conversion.
• Group several years of giving.

• Qualified Charitable Distribution (QCD)
• Come directly from your IRA account.
• Can count toward your RMD.
• Zero tax. The charity gets more money and you pay no 

tax on the amount.
• Age 70 ½ minimum.



Qualified Charitable 
Distributions

Why use QCDs?

Skip paying the IRS and 
directly fund the organizations 
you believe in (like OLLI)!
 

• $100,000 limit per person 
per year.

• Must be distributed directly 
to the eligible charity.

• Can be used to satisfy RMD.
• You may not receive any 

goods or services in return. 
Get a receipt stating this.

• Always double check your 
tax return to make sure 
QCDs are accounted for.

• Lowers your taxable income 
for Medicare surcharges and 
Social Security taxation.





Ideal 
Candidate

• Needs more tax diversification in 
portfolio

• Wants more control over tax liability
• Isn’t currently relying on distribution 

from retirement accounts for income
• Retired and not collecting Social 

Security benefits or paying Medicare
• Tax bracket will increase or remain the 

same
• Have heirs in higher tax brackets



Case Study 1
• Barb and Mike: 

• Married, both age 62 and 
retired

• Social Security – collecting at 
age 67

• Traditional IRA balance 
$350,000 for Barb and 
$150,000 for Mike

• Roth IRA balance $0 for Barb 
and $10,000 for Mike

• Assumption: 6% growth on all 
accounts



Doing the Math

• One-time Roth conversion
• $50,000 each, $100,000 total Roth 

conversion in current year
• Save $24K in taxes over their joint 

lifetime
• $125K increase in portfolio assets to 

be passed onto heirs
• Repeat for 5 years:

• $25,000 each, $50,000 Roth 
conversion each year for 5 years

• Save $22K in taxes over their joint 
lifetime

• $257K increase in portfolio assets to 
be passed onto heirs



Worth it?
• Benefits:

• Partial Roth conversion can be done each year prior to 
taking Social Security (during lower income years)

• Can reduce taxable Social Security once claiming
• Creates tax diversification
• Avoid “Widow tax” by converting while married
• Increase tax-free accounts for beneficiaries, especially if 

heirs are in higher tax brackets

• Considerations:
• May have reduced subsidies from Affordable Care Act



Case Study 2

• Sally: 
• Age 66 and retired, Single
• Social Security – collecting at age 

70
• Traditional IRA balance $350,000
• Roth IRA balance $0
• Income - $5,000/year of interest
• Assumption: 6% growth on all accounts



Doing the Math

• $25,000 Roth conversion for four 
years (total of $100,000)

• Save $40K in taxes over her 
lifetime

• $145K increase in portfolio assets 
to be passed onto heirs



Worth it?
• Benefits:

• Partial Roth conversion can be done each year prior to 
taking Social Security (during lower income years)

• Can reduce taxable Social Security once claiming
• Greater overall net worth
• Creates tax diversification
• Maximize estate for beneficiaries, especially if they are in 

higher tax brackets

• Considerations:
•  IRMAA surcharges (begin at $103,000 for single taxpayer for 

2024)



Case Study 3

• Julian: 
• Age 68, Single
• Retiring this year with $100,000 

income
• Social Security - collecting 

$3,800/month
• Traditional IRA balance $400,000
• Roth IRA balance $15,000
• No other income
• Gives $11,000 to charity each year

• Assumption: 6% growth of all accounts.



Doing the Math

• $100,000 Roth conversion
• Open DAF and forward fund for 5 

years = $55,000 to DAF
• After 5 years, use $11K QCD direct 

to charity out of IRA to satisfy 
partial RMD

• Save $79K in taxes over his 
lifetime

• $128K increase in portfolio assets 
to be passed onto heirs

• At age 75, $88K in DAF for charity 
(growth rate of 6%)



Worth it?
• Benefits:

• Less taxes owed over lifetime
• Greater overall net worth
• Donate to charity while creating future tax-free growth
• Create tax diversification
• Maximize estate for beneficiaries, especially if they are in 

higher tax brackets
• Use DAF funds to contribute to charity flexibly over lifetime.

• Considerations:
• May increase Social Security taxation in year of conversion
• Potential IRMAA (Medicare) surcharges (begin at $103,000 

for single taxpayer for 2024)



Holistic Financial 
Planning: Achieving 
your financial goals



Thank you!

Questions?

Securities and investment advisory services offered through Osaic Wealth, Inc. member FINRA/SIPC. Osaic Wealth is 
separately owned and other entities and/or marketing names, products or services referenced here are independent of Osaic 

Wealth.

Jeorjia Sun, CFP ®, CPFA®

jsun@MWMplanners.com

www.MWMplanners.com
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