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Overview
 Budgeting for Retirement

 Where will your “income” come from?
 Key Ages
 Social Security

 Choices
 Taxes

 Medicare Taxation
 RMDs
 Roth Conversions
 Tax Smoothing
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Overview

Why is Retirement “Income” different from 
income at other times?
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Why is Retirement Different?

 You may have many possible sources of income

 They’re each taxed differently

 Managing withdrawals makes a big difference
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General Principles

1. Paying less tax is good

2. Paying tax later is better than sooner

3. Sometimes paying sooner makes for less tax overall 
(smoothing)
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WHAT YOU CANNOT CONTROL

 Getting Older

 RMDs

 Wishing you had more savings
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WHAT YOU CAN CONTROL

 When you stop working

 What age you start taking Social Security retirement benefits

 How much you take out of tax-deferred accounts each year

 Beyond and before RMDs

 When you realize capital gains and losses
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Sources of Income in Retirement
 Pensions

 Social Security

 Tax-deferred Accounts: IRAs, 401(k)s, SEP-IRAs, 403(b)s, et al

 Roth Accounts 

 Other Investments

 Rental and Royalty Income

 Work

 Term Life Insurance

 Gifts and Inheritances
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Sources of Income in Retirement
 Work, including Self-Employment 

 Ordinary Income Rates + Payroll Taxes
 Pensions

 Ordinary Income Rates, in the state you live while you receive the pension
 Tax-deferred Accounts: IRAs, 401(k)s, SEP-IRAs, 403(b)s, et al

 Ordinary Income Rates on the full amount you take out
 Social Security

 Ordinary Income Rates, but on only 0% , 50% or 85% of the SS you receive
 Roth Accounts 

 NO tax, if you’ve met the requirements
 Other Investments

 Capital Gains Rates, if held for more than a year. Ordinary rates if a year or less.
 Rental and Royalty Income

 Ordinary Income Rates
 Term Life Insurance

 NO Tax
 Gifts and Inheritances

 NO Tax
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Type of Income by Tax Rate

Ordinary Income Tax
 Wages & Salaries

 Self-employment & business 

 Short-term gains

 Withdrawals from Traditional IRAs 
and 401(k)s

 For California State Tax: Everything 

Capital Gains Preferential Rate
 Gains on investments held more 

than one year

 Qualified Dividends

 Taxable gains on sale of your 
primary residence
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EARNED INCOME

YES

 Wages & Salaries

 Self-employment income

 Business Income

 Royalties from intellectual property

NO

 Investment earnings

 Interest, Dividends, Capital Gains

 Rental income

 Royalties from passive income (oil & gas leases)

 RMDs 

 Retirement plan withdrawals

 Pensions

 Social Security

 Disability and Unemployment Benefits

 Prizes & Awards

 Inheritances and Gifts
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Why does Earned Income Matter?

 You must have Earned Income to contribute to retirement plans

 You can’t deduct business expenses unless you have earned income

 The QBI (Qualified Business Income Deduction)

 The Earned Income Tax Credit
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ADJUSTED GROSS INCOME (AGI)

 Wages & Salaries
 Capital Gains
 Dividends & Interest
 Business Income (Schedule C)
 Rental Income (Schedule E)
 IRA Distributions
 Pensions & Annuities
 Unemployment Compensation
 Taxable Social Security Income

MINUS
 Traditional IRA contributions
 Health Savings Account contributions
 Educator Expenses
 Self-employed retirement savings
 Self-employed health insurance
 Student Loan Interest
 Tuition & Fees deduction
 CARES Act $300 charitable contributions (2021)
 Capital losses up to $3,000
 Qualified Charitable Deductions (QCDs)
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YOUR AGI
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Why does AGI Matter?

 Loss of exemptions, deductions, credits and phase-outs

 Medical expense itemized deduction (7.5% of AGI)

 Limitations on your Contributions to Traditional Deductible IRAs and Roth IRAs

 Rental Real Estate Losses ($100,000-$150,000)

 Education tax credits: LLC, AOTC, EE Bonds, Coverdell

 Student Loan interest deduction ($70,000-$85,000 or $145,000-$175,000)

 more . . . 

 Alternative minimum tax

 Income tax on your Social Security benefits (0%, 50%, or 85%)

 The 3.8% surtax on net investment income (Medicare Tax)

 Increase in premiums for Medicare Part B and Part D
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How to Lower Your AGI

 Contribute to your retirement plans
 Give $300 to charity (2021 but not 2022)
 Use QCDs for larger contributions 
 Sell securities with losses
 Report all your business expenses
 And all your rental property expenses

 Pay attention to everything else on the previous list
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How to Lower Your Taxable Income

 Take more itemized deductions on Schedule A

Medical
State and Local Income Tax & Property Tax
Mortgage Interest on Your Primary Home

Charitable Gifts
Gambling Losses
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Key Ages

59.5
62
65
67
70
70.5
72
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2021 Single
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2021 Married Filing Jointly
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2021 Married Filing Separately
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2021 Head of Household
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2021 LTCG Rates
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Other Things to Remember about LTCG
• These rates are for gains on securities held more than one year.

• Gains on things held for one year or less are taxed at ordinary income rates.

• For single people with AGI above $200,000 and married couples with AGI above $250,000, there is an additional 
3.8% Net Investment Income Tax on the sale of appreciated securities. 
• That means the 15% rate is often really 18.8%, and the 20% rate is nearly always 23.8%.

• California has no preferential rate for LTCG, so gains are subject to ordinary state tax rates. (Usually, that’s 9.3%)

• These rates are on marginal income; in other words, the first $83,350 of gains (for MFJ in 2022) is still taxed at 
0%; amounts above that are subject to the higher rates.

• The income levels here refer to ALL your income; not just your capital gains. (For example, if you earn $83,350 
from your job, and then have capital gains on top of that, those gains would be in the 15% bracket.)

• When you make a gift to someone during your lifetime, the recipient takes on your basis (what you paid for the 
stock or fund), and your holding period. 

• If you leave someone securities through your estate, they get a step-up in basis to the FMV at the date of your 
death, and it’s automatically considered long-term, regardless of when you purchased it.
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Social Security 
Timing and Taxes
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Two Goals: Timing and Taxes

 Timing: Maximize your lifetime Social Security income

 Wait till 70 if you can

 Taxes: Minimize income tax on Social Security income

 Keep your other taxable income as low as possible, to reduce % of SS taxed

 Try to spread your other income so SS doesn’t spike large tax bills all at once
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Normal Retirement Age (FRA or NRA)

Birth Year NRA Birth Year NRA
< 1937 65 1955 66 & 2 mo.
1938 65 & 2 mo. 1956 66 & 4 mo.
1939 65 & 4 mo. 1957 66 & 6 mo.
1940 65 & 6 mo. 1958 66 & 8 mo.
1941 65 & 8 mo. 1959 66 & 10 mo.
1942 65 & 10 mo. > 1960 67

1943-54 66 (people who are 65-76 in 
2019)
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TIMING

 You can apply for Social Security retirement benefits any 
time between age 62 and 70. 
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Early Retirement Benefits: Fun Facts

 1956: the option of taking early benefits (at 
age 62) was introduced

 But--from 1956 to 1961 only women had 
this option
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Why Wait?
Delayed Benefits

 SSA claims benefits are actuarially equivalent, no matter when you start

 But there are significant exceptions, partly because of longevity

 Longevity varies greatly, and correlates to income and education levels

 2012 study says the system is not balanced and definitely favors people who 
delay benefits
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Delayed Benefits = Insurance
 Social Security provides insurance against the worst-case scenario: 

 Living Too Long.

 This insurance is safe against inflation and against default.

 It’s also dirt cheap.

 There is no close substitute for it in the market. 

- Laurence Kotlikoff, in “Get What’s Yours”
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SS: Early or Late Benefits

 After Full Retirement Age (FRA), your benefit goes up 8% per year.

 Before FRA, your benefit is reduced by about 6.67% per year.

 http://www.socialsecurity.gov/OACT/ProgData/ar_drc.html
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SS: Reduced Benefits

 In the case of early retirement, a benefit is reduced 5/9 of one percent for 
each month before normal retirement age, up to 36 months. (6.67%/year)

 If the number of months exceeds 36, then the benefit is further reduced 5/12 
of one percent per month. (5%/year)

 For example, if the number of reduction months is 60 (the maximum number 
for retirement at 62 when normal retirement age is 67), then the benefit is 
reduced by 30 percent. This maximum reduction is calculated as 36 months 
times 5/9 of 1 percent plus 24 months times 5/12 of 1 percent.
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SS: Early or Late Calculator

To estimate how much difference it will make for YOU to wait longer, or take 
Social Security earlier:

 http://www.socialsecurity.gov/OACT/quickcalc/early_late.html#late
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Social Security Cost-of-Living Increases

 Dec. 2013 1.5%
 Dec. 2014 1.7%
 Dec. 2015 None
 Dec. 2016 .3%
 Dec. 2017 2.0% 
 Dec. 2018 2.8%
 Dec. 2019 1.6%
 Dec. 2020 1.3%
 Dec. 2021 5.9%
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Social Security Case Study

 Bathsheba is 60 years old. Born 1/15/1961.

 She stops working at age 61.
 Her Full Retirement Age (FRA) is 67.
 Her “Primary Insurance Amount” (PIA) is $3,000.

 She’s going to live to be 95. 
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Bathsheba’s Social Security Retirement
Age 67 (FRA) vs. 70   (Living to 95)
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Bathsheba’s Social Security Retirement
Age 67 (FRA) vs. 70   (Living to 75)
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Taxation of Social Security
2022
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Taxability of Social Security

Your adjusted gross income (AGI)
+ Non-taxable income (MUNI bond interest & foreign income)

+ ½ of your Social Security benefits
= Your "combined income“

aka “Provisional Income”
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Taxability of Social Security

 Single Taxpayer

 Less than $25,000: None

 $25,000 to $34,000: 50% of benefits 

 Over $34,000: 85% of benefits 

 Married Taxpayer

 Less than $32,000 None

 $32,000 to $44,000: 50% of benefits

 Over $44,000: 85% of benefits

 Note: These amounts are NOT adjusted for inflation.
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Federal Income Taxation of Social 
Security Benefits

50 percent taxable

If income plus 1/2 Social Security > base amount, up to 50% 
of benefits included in gross income

Base amount:
 $32,000 for married filing jointly

 $0 for married filing separately, lived together during year

 $25,000 for all other taxpayers
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Federal Income Taxation of Social 
Security Benefits
85 percent taxable

If income plus 1/2 Social Security > base amount, up 
to 85% of benefits included in gross income

Base amount:
 $44,000 for married filing jointly

 $0 for married filing separately, lived together during 
year

 $34,000 for all other taxpayers
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Taxability of Social Security

In other words, no matter what, at 
least 15% of your Social Security 
income is tax-free.

Another reason to maximize this 
income.
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Income Tax

 About 1/3 of the people who receive Social Security payments pay 
income tax on them. – Rob Pepper, Bay Area Public Affairs 
Specialist, Social Security Administration, 2015
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Example

 Jane is Single and receiving Social Security benefits of $22,000 per year.

 She also has investment income of $14,000.

 Her Provisional Income is: $14,000 + 11,000 = $28,000

 So 50% of her SS benefits are taxable.

 That’s $11,000, taxed at her marginal rate for ordinary income, which is 12%
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Your Benefit

Calculated by averaging the earnings 
from your 35 highest-income years.
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If this wasn’t enough for you . . . 
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Or go deeper . . .
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Medicare
Managing Costs
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Your Influence on Medicare Costs

The higher your AGI in a given year, the 
higher your Medicare costs will be two
years later.
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Part B: 2022 Cost
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Part D: 2022 Cost
If your filing status and yearly income in 2020 was

File individual tax return File joint tax return File married & separate tax 
return

You pay each month (in 
2022)

$91,000 or less $182,000 or less $91,000 or less your plan premium

above $91,000 up to 
$114,000

above $182,000 up to 
$228,000

not applicable $12.40 + your plan premium

above $114,000 up to 
$142,000

above $228,000 up to 
$284,000

not applicable $32.10 + your plan premium

above $142,000 up to 
$170,000

above $284,000 up to 
$340,000

not applicable $51.70 + your plan premium

above $170,000 and less than 
$500,000

above $340,000 and less than 
$750,000

above $91,000 and less 
than $409,000

$71.30 + your plan premium

$500,000 or above $750,000 or above $409,000 or above $77.90 + your plan premium
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Also Good. . .
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RMDs and Your Taxes
Required Minimum Distributions
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Minimum Distribution Rules Apply to:

 Traditional IRAs

 SEP IRAs

 SIMPLE IRAs

 401(k) plans

 403(b) plans

 457(b) plans

 Profit-sharing plans

 Other defined contribution plans

 Roth 401(k) plans

 Inherited IRA accounts

 Inherited Roth IRA accounts
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Accounts you do NOT have to take 
RMDs from
 1. From a Roth IRA, if  you are the original owner and you’re alive 

 2. From an employer-based plan (401k, 403b, 457), if you are still 
working for that employer.
 Exception: If you own 5% or more of the company, and you are 72, then you do 

have to take RMDs even if you still work there

 For this purpose, SIMPLE and SEP-IRAs behave like IRAs; not like employer 
plans. So you DO have to take RMDs from them even if you are still working

3. Investments that are not in any tax-advantaged account

© 2022 Heather C. Liston, CFP®, EA



How RMDs are Calculated

 Your balance in tax-deferred accounts at 12/31 in the year you turn 70.5 (or 72)

 Divided by your life expectancy, as determined by the IRS

 Every year after that, your balance at 12/31

 Divided by your previous year’s life expectancy minus 1
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Recent Change

 The SECURE Act
 Passed 12/19/2019. Effective (mostly) 1/1/2020

 Changed RMD age from 70.5 to 72
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RMDs

 What is “on time”?

 December 31 of the year for which the RMD is due.

 Except the first year:

 The first year you are subject to RMDs, you can wait as late as April 1 of the 
year following the year you turn 72.
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How RMDs are Taxed

When you withdraw money from a tax-
deferred retirement account (Traditional 
IRA, 401-k, 403-b) it is taxed at your 
marginal Ordinary Income rate.
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How Can You Manage Taxation of RMDs?

 Make your RMDs smaller, by withdrawing money sooner

 Age 59.5, you can withdraw from tax-deferred accounts without penalty

 Age 72, you HAVE to start withdrawing

 Between 59.5 and 72, what you withdraw is UP TO YOU
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Managing RMD Taxation

 Try to reduce your tax-deferred balances before you turn 70 and start getting 
Social Security

 After 59.5, withdraw extra any time you’re in a low-income year

 If you don’t need the money to spend, then do Roth conversions

 In the year of conversion you pay tax on the full amount you convert—but 
after that, no tax on the converted amount ever again.

 AND it reduces your tax-deferred balance; therefore reduces your RMDs

 You do NOT have to be 59.5 to convert. 

 You can do Roth conversions any time, in any amount. 
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Case Study
Cecile
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Cecile’s Situation
 60 years old

 Retiring at 65

 Earns $67,000/year at her job

 Owns her home outright

 $145,000 in cash

 $3,500,000 in a Traditional IRA

 $487,000 in taxable investments

 Social Security Primary Insurance Amount is $2,700

 Starts taking Social Security at age 70
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Cecile’s Tax Picture - If she leaves her IRA till RMDs

© 2022 Heather C. Liston, CFP®, EA



Scenario A: with no work income & no 
conversions or withdrawals from 66 to 70

 From age 66 to 70, her Long-Term Capital Gains Rate is 0%

 Her Ordinary Income Tax Rate is 10%

 At age 70, her federal Ordinary Income Rate is 33%
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Strategy B: Fill the 12% Bracket with 
Roth Conversions
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The New Whale (with conversions)
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What to Do
2022
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Do Roth Conversions
Years when you are in a low tax bracket are a great time to  

 Convert some of your Traditional IRA $ to Roth IRAs.
 Pay tax on the converted amount, at your current marginal rate.

 Deadline: Conversion must be completed by 12/31/2021 to count in 2021.

 Advantages: 
 Once the funds are in a Roth, they will never be subject to more 

taxes. All growth is tax free (not deferred)

 No RMDs!  (At least in your lifetime)
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Thank you!

Heather is reachable at HCListon@hargravefa.com
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2022 Key Numbers
 401(k), 403(b), 457(b)

 $20,500 + $6,500 catch-up

 IRA & Roth IRA

 $6,000 + $1,000 catch-up

 SIMPLE IRA

 $14,000 + $3,000 catch-up

 Total 415 Limits

 $61,000 + $6,500 catch-up

 For SOLO 401(k) & Mega-Backdoor

 FSA Medical: $2,850
 FSA Dependent Care: $5,00 

 HSA Contributions
 $3,650 Single
 $7,300 Family

 Standard Deduction
 $12,950 Single
 $25,900 MFJ
 $19,400 HoH

 Social Security Wage Base
 $147,000
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AGI Limits 2021
Traditional Deductible IRA IF you have a workplace plan

Single $66,000 to $76,000

Joint (Active Participant Spouse) $105,000 to $125,000

Joint (Non-Active Participant Spouse) $198,000 to $208,000

Married Filing Separately $0 to $10,000
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Roth IRA

Unmarried Individuals $125,000 to $140,000

Married Joint Return Filers $198,000 to $208,000

Married Filing Separately $0 to $10,000



AGI Limits 2022
Traditional Deductible IRA IF you have a workplace plan

Single $68,000 to $78,000

Joint (Active Participant Spouse) $109,000 to $129,000

Joint (Non-Active Participant Spouse) $204,000 to $214,000

Married Filing Separately $0 to $10,000
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Roth IRA

Unmarried Individuals $129,000 to $144,000

Married Joint Return Filers $204,000 to $214,000

Married Filing Separately $0 to $10,000



Questions? 
ASK IN THE Q&A BOX

NOTE: PLEASE BE MINDFUL OF PERSONAL  
FINANCIAL/TAX- RELATED QUESTIONS.

FinancialWellness@nar.realtor



Visit: 
nar.realtor/cffw/webinars

Take: 
free survey after session

Register: 

CFFW March Webinar

Recording Available: 
Friday, February 25
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