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Disclaimer

 The information in this presentation is for educational purposes only and is not intended to be a
recommendation to purchase or sell any of the stocks, mutual funds, or other securities that may be referenced.
The securities of companies referenced or featured in the seminar materials are for illustrative purposes only
and are not to be considered endorsed or recommended for purchase or sale by Betterlnvesting™ / National
Association of Investors™. The views expressed are those of the instructors, commentators, guests and
participants, as the case may be, and do not necessarily represent those of Betterlnvesting. Investors should
conduct their own review and analysis of any company of interest before making an investment decision.

« Securities discussed may be held by the instructors in their own personal portfolios or in those of their clients.
Betterlnvesting presenters and volunteers are held to a strict code of conduct that precludes benefitting
financially from educational presentations or public activities via any Betterlnvesting programs, events and/or
educational sessions in which they participate. Any violation is strictly prohibited and should be reported to the
CEO of Betterlnvesting or the Director of Chapter Relations.

« This presentation may contain images of websites and products or services not endorsed by Betterlnvesting.
The presenter is not endorsing or promoting the use of these websites, products or services.

« We may be recording this session for our future use.



Objectives

* Answer questions from 2024 presentation.

* Learn what a Roth conversion is and why
you might consider doing one.

* Learn what the tax ramifications are when
you do a conversion.

* Work through a Roth Conversion flow-
chart.




B
2024 Questions

o Wha:c) do you mean by ‘taxable’, ‘tax-deferred’, and ‘tax-
free’

* How does muni tax-exempt income affect IRMAA
brackets?

* What about muni bond income in retirement years?
* How are transactions taxed in your retirement account?

* How are inherited capital gains taxed”? How about a
trust account?

* Should l/we prepay funeral expenses?




Define ‘Taxable’, ‘Tax-deferred’, ‘Tax-free’

* Ataxable account is any account that is not a retirement
account.

o Regular brokerage account, trust account, TOD/POD/DesigBen
account. (Transfer of Death, Payable on Death)

* Atax-deferred account is any retirement account where
the contributions are pre-tax. Both contributions and
growth/income are taxed as income when withdrawn.

o Traditional IRA, 401[k], 403[b], 457, TSP (Thrift Savings Plan),
SIMPLE, SEP-IRA

* Atax-free account is any retirement account where the
contributions are post-tax and both contributions and
growth are not taxed when withdrawn.

o Roth, Roth 401[k], TSP Roth, HSA




What About Medicare IRMAA &

Muni Bond Income?

* |IRMAA — Income-Related Monthly Adjustment Amount

* IRMAA is a ‘cliff tax’. $1 over the top and you are in the
next Medicare IRMAA bracket for one year.

* IRMAA is based on your income two years prior. 2025
bracket is based on your 2023 taxable income.

* Muni bond income is added back into your taxable income
to establish your Medicare premiums. This new amount is
your “Modified Adjusted Gross Income” or MAGI.




What About Muni Bond Income for Retirees?

Most helpful in higher tax brackets.

Will affect your IRMAA bracket for

Medicare.

Other tax-advantaged investments
Include investments such as:

* Business Development Companies (BDCs)
« Master-Limited Partnerships (MLPs)
* Real Estate Investment Trusts (REITs)




How Are Retirement Accounts Taxed?

* Roth accounts are tax-free, both for owner and
beneficiaries. See SECURE 2 rules for heirs.

* Any withdrawals from ALL other retirement accounts
are taxed as ordinary income. Uncle Sam owns part of
your tax-deferred retirement account(s).

o Exceptions:
= Qualified Charitable Distributions (QCDs)
» Qualified Emergency Withdrawals (see Secure Act 2)
= LTC premiums up to a limit (currently $2,500)




What About Taxes on Inherited Assets?

* Retirement Accounts (except Roths) are taxed as
ordinary income with no step-up in basis.

* Taxable brokerage accounts, including Revocable
Living Trust accounts, receive a step-up in basis with
long-term capital gains treatment from day of death.

* Other assets in a Revocable Living Trust receive step-
up in basis.

* |rrevocable Trusts DO NOT receive step-up in basis.
* Annuities are taxed as ordinary income.




B
Should I/We Pre-Pay Funeral/Burial

Expenses?
* |t depends.
* Access to funds to pay final expenses?

* Ease of pre-planning and pre-paying takes the
pressure off heirs.

* Are you going to move or be moved by caregivers?

* Cremation can cause emotional distress if no one
knows what to do with the remains or follows
through.




Roth Conversion Flowchart

@ What are your goals for your investments? Why?

What is your current tax bracket and estimated future brackets? Think long-term.

[

Do you have cash outside your IRA to pay the taxes on the conversion?

What are the Medicare IRMAA and NIIT brackets this year and how close are you to them?
Think long-term.

B

<~

What are your other sources of income? Can you defer some?

ﬁ What are your other sources of expenses? Can you bunch them?




Mo Yes

Do you expect to be subject
o the same or lower
Income tax rates during
> most of your retirement
either due to income levels
or future tax reform?

Are the beneficiaries of
your retirement account(s}
qualified charitable
organizations?

i i

Yes Mo

aying tax day at a
gher rate may not be
advantageous. Cons
deferring your tax liability
until distributi
neaded and/or regquired.

Do you expect your

your traditio
account(s) a

Reference “"Can | Do A
Qualified Charitable
Dristribution From My IRAZ”
flowchart.

¥,
2"

beneficiaries to be subject
to high income tax rates in

Do you hawve cash outside of
g YOUr retirement accounts to
s pay the income taxes due
upon conversian?

Consider doing Roth
conversions. The Roth IRA
will not be subject to RMDs,
and it can allow the assets 1o
grow tax-free,

S G 12
Mo Yes
L

Consider doing Roth
conversions. Be mindful that
taxes withheld from the
conversion itself are subject
o -a 10% penalty (unless an
exception applies), and will
decrease the net amount of
Your conversion.

Afrer your death, income

tax-free distributions will

be advantageous to your
beneficiaries.

=

wWill you need distributions
from the Roth IRA within five
years of converting?

—<

Inheriting Roth assets will
be particularly waluable to

"Non-Eligible Designated

Beneficiaries,” who are
subject to the 10-Year Rule,
which accelerates
distributions (and taxation
if the assets remained in a
traditional IRA).

the future? i h
Yes Mo
i b
Mo Yes +

orry, if your beneficiaries
are in low tax brackets, the
cost of ¢

wersion may not
be justified.

Increasing your income
with Roth conversions
could impact the amount
you paylreceive through
income-based programs,

Be mindful of the S-year
rule. Reference "Will My
Roth IRA Conversion Be
Penalty-Free?" flowchart.

Low asset valuations (due
to a market correction, etc.)
or expiring carryforwards
and credits could provide
additional incentives to do
a Roth conversion.

3

-

>

Are you currently, or will
yvou in the near future
become, a participant in
programs where your
eligibility/treatment is
income-based (such as
Medicara/IRMAA, financial
aid, or ACA subsidies)?

b i i

Mo Yes

@ fpPathfinder.com. Licensed for the sole use of Christi Powell of Perissos PWM dba Falcon Financial of Oklahoma, LLC. All rights reserved. Used with permission. Updated 12/01/2024.




2025 - IMPORTANT NUMBERS

FEDERAL INCOME TAX STANDARD DEDUCTION
Rates apply to taxable income {i.e., income after deductions). FILING STATUS ADDITIONAL (AGE 65/OLDER OR BLIND)
MFJ $30.000 MARRIED (EACH ELIGIBLE SPOUSE) $1.600
109% %0 -%23,850 $0 - %11,925 SINGLE $15,000 UNMARRIED (SINGLE, HOH) $2,000
12% $23,851 - $96,950 $11.926 - $48.475 2025 TaX
22% $96,951 - $206,700 $48,476 - $103,350 WAGE BASE $176,100 EARNINGS LIMIT |
24% $206,701 - $394,600 $103,351 - $197.300 MEDICARE Mo Limit Below FRA $23.400 I nf
32% $394.601 - $501.050 $197.301 - $250.525 COLA 2.5% Reaching FRA $62.160 | O
= e sl e sy FRA Full
37% Over $751.600 Over $626,350 BIRTH YEAR FRA BIRTH YEAR FRA .
ESTATES & TRUSTS 1943 54 56 1958 s6ramo | Retirement Age
109% %0 -%$3,150 1955 66 + 2mo 1959 66 + 10mo |
24% $3,151 -$11,450 1956 66 + 4Amo 1960+ 67
35% $11,451 - $15,650 1957 66 + 6mo |
37% Over $15,650 PROVISIONAL INCOME MFJ SINGLE
ALTERNATIVE MINIMUM 0% TAXABLE = $32.000 = $25.000
MFJ SINGLE 50% TAXABLE $32.000 — $44,000 $25,000 — $34.000
EXEMPTION AMOUNT $137.000 $88,100 85% TAXABLE 3
28% TAX RATE APPLIES TO INCOME OVER $239,100 $239,100 MEDICARE PREMIUMS & IRMAA SURCHARGE
EXEMPT PHASEOUT THRESHOLD $1.252,700 $626,350 PART B PREMIUM $185.00 |
EXEMPTION ELIMINATION $1.800,700 $978,750 PART A PREMIUM Less than 30 Credits: $518 30 — 39 Credits: $285
LONG—TERM CAPITAL GAINS TAX YOUR 2023 MAGI WAS: IRMAA SURCHARGE:
Rates apply to LTCGs and qualified dividends, and are based on taxable income. MFJ SINGLE PARTE PARTD
0% RATE 20% RATE $212.000 or less $106.000 or less - -
MFJI = %96,700 $96,701 - $600,050 > $600,050 $212,001 - $266,000 $106,001 -$133,000 $74.00 $13.70
SINGLE = $48,350 $48,351 - $533,400 > $533,400 \ $266,001 - $334,000 $133.001 - $167.000 $185.00 $35.30 )
ESTATES/TRUSTS =$3,250 $3,251 - $15,900 > $15,900 T352.007 3200000 | 3767001 3200000 $205.90 $57.00
$100.001 - $745955 | $200001sasa95 | soes0 | svaco
Paid on the lesser of net investment income or excess of MAG! over: $750,000 or more $500,000 or more $443.90 $85.80
MFJ | $250,000 | sINGLE |  s200000

@ fpPathfinder.com. Licensed for the sole use of Christi Powell of Perissos PWM dba Falcon Financial of Oklahoma, LLC. All rights reserved. Used with permission. Updated 11/25/2024.



2025 - IMPORTANT NUMBERS

RETIREMENT PLANS UNIFORM LIFETIME TABLE (RMD)

ELECTIVE DEFERRALS {401(K), 403(B), 457) Used to calculate RMD for account owners who
hawve reached their RED or who have elected to be
Contribution Limit $23,500 wearad as their deceased spouse (if applicabile). Not
to be used when spousal beneficiary is mare than
1 10 years younger.
CatenUpnge 50+ 37,500 i 25 | 602 | 43 | 429 | 61 | 262
Catch Up (Ages 60-63) $11.250 AGE FACTOR AGE FACTOR
— < 26 59.2 44 41.9 62 25.4
403(b) Additiocnal Catch Up (15+ Years of Service) $3.000 73 26.5 89 12.9
DEFINED CONTRIBUTION PLAN = o S e 27 58.2 45 41.0 63 24.5
Limit Per Participant o e oy - 28 57.3 46 40.0 64 23.7
SIMPLE IRA = s e preeen 29 56.3 47 39.0 65 229
Contribution Limit $16,500 ($17,600, if eligible for 10% increase) - ’ 30 | 553 | 48 | 38. 66 | 22.0
| catch Up (Age 50+) $3.500 ($3.850, if eligible for 10% increase) 7 229 93 183 31 54.4 49 37.1 67 21.2
Catch Up (Ages 60-63) $5.250 ($5,775, if eligible for 10% increase) 78 22.0 o4 9.5 32 53.4 50 36.2 68 20.4
EN | > | > | ss | 89 |53 525 | s1| 353 | e | 196
Maximum % of Comp (Adj. Net Eamnings If Self-Employed) 25% 80 20.2 =1 8.4 34 515 52 343 70 18.8
Contribution Limit 70,000
i 81 19.4 e7 7.8 35 | 505 | 53 | 334 | 71 | 180
Minimum Compensation $750
= 8z 18.5 o8 7.3 36 | 496 |54 | 325 | 72 | 172
TRADITIONAL IRA & ROTH IRA CONTRIBUTIONS = o 5 =
Total Contribution Limit $7.000 - - 37 446 55 316 73 i
Catch Up (Age 50+} $1.000 84 16.8 100 6.4 38 | 477 | s6 | 306 | 74 | 156
ROTH IRA ELIGIBILITY 85 16.0 101 6.0 39 | 46,7 | 57 | 298 | 75 | 148
SINGLE MAGI PHASEOUT $150,000 - $165,000 86 15.2 102 5.6 40 | 457 | s8 | 289 | 76 | 14.1
MFJ MAGI PHASEOUT $236,000 - $246,000 a7 14.4 103 5.2 41 44.8 59 28.0 77 133
TRADITIONAL IRA DEDUCTIBILITY (IF COVERED BY WORK PLAN) as 137 42 | az8 | 60 | 2741 | 78 | 126

SINGLE MAGI PHASEOUT $79.000 - $89.000
ESTATE & GIFT TAX
MFJ MAGI PHASEQUT $126,000 - $146,000
| LIFETIME EXEMPTION
MFJ (IF ONLY SPOUSE IS COVERED) $236,000 - $246,000

EDUCATION TAX CREDIT INCENTIVES

HEALTH SAVINGS ACCOUNT
AMERICAN OPPORTUNITY LIFETIME LEARNING

COVERAGE CONTRIBUTION | = LR
AMOUNT OF CREDIT Tomhal fiyst $2.000; 209% of first $10.000 —
25% of next $2.000 oy . INDIVIDUAL $4.300 $1.,650 $8.300
SINGLE MAGI PHASEOUT $80,000 — $90,000 $80,000 — $90,000 FAMILY $8.550 $3,300 $16.600
MF3 MAGI PHASEOUT $160,000 — $180,000 $160,000 — $180,000 AGE 55+ CATCH UP $1,000 - -

© fpPathfinder.com. Licensed for the sole use of Christi Powell of Perissos PWM dba Falcon Financial of Oklahoma, LLC. All rights reserved. Used with permission. Updated 11/25/2024.



John & Sally Smith

John is 67. Newly retired.

He took a $50,000 IRA distribution for living
expenses.

Sally is 65. Newly retired.
Both applied for their Social Security and have traditional
Medicare and taxes deducted from their benefits.




Prepare Our Analysis — top of page

Scenario Analysis John & Sally Smith | 2024 John Smith and Sally Smith &

Back to Household | Help Video
<« FIRST < PREVIOUS REORDER COLUMMNS =1 NEXT » LAST »
@ EXPAND ALL SECTIONS SCEMNARIO 1 P (1] SCEMARIO 2 e [ 1] SCEMARIO 3 e
Tax Year 2024 2025 Base Case 2025 Roth Conversion

Jump To Section W i

o

GENERAL INFORMATION

Derciipton + Add Description + Add Description + Add Description

Year 2024 2025 ~ 2025 ~

Calculation Current Law Current Law h Current Law o

teflean As=rmrptn; (2 2005 S S = e

g.:l::ftr:f‘!g:;zsg;l:s in Tax =) [ |select if True =2 [ |select if True

FILING STATUS / AGE /f DEPENDENTS

INCOME

1040 INCOME

Wages s (] =S (s] =S o

Other Wage Income = o = $ (6] =S [s]

Fax-Bxemprinterc sy N =200 s .. =200 2 B
) Faxdblelutarast e 2500 =0 o =00 i e s
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Prepare Our Analysis — middle of page

<< FIRST < PREVIOUS REORDER COLUMMNS = MNEXT > LAST »
© EXPAND ALL SECTIONS SCEMARIO 1 . 1) SCEMNARIO 2 . €5 SCEMNARIO 3 —
Tax Year 2024 2025 Base Case 2025 Roth Conversion

Jump To Section W

Taxable Interest S 2,700 IZ?SZDDG @'32,0[}0
Qualified Dividends > =5 2ol s 2250 s 2250
Total Dividends (incl. Qualified) S 10.000 =S B ~_10.000 = S 10,000
IRA Distributions S 50,000 =S 50,000 =S 50,000
Taxable Pensions and S (o] =S 0] =S L]
Annuities

Roth Conversion & = S 0 =S 50,000
Gross Social Security S 57,000 =S 58,311 =S 58,311
Taxable Social Security &= S 48,450 = S 45,402 = S 49,564
SCHEDULE D INCOME

Short Term Capital Gains S 1,000 = S 0 =S 0

= $ -1,

- LS;’ foss to carry .l‘onv:r'stz?(; = LST loss to carry forw;r'g'osg‘ = LT loss to carry forw;rg(.}‘:;
Total Capital Gains 5 4,000 5 -1,000 S -1,000
SCHEDULE 1 INCOME

Taxable Refund = 8] S 3

Taxable Alimony Received & S 0 S S




$50,000 Scenario Tax Estimate

John Smith Sally Smith

Roth Conversion S 25,000 3 25,000
Federal Roth Conversion 8 8
Withholding

Roth Conversion used in income tax calculations $50,000

Incremental Tax Cost of Roth Conversions: $9,653
Roth Conversion Effective Rate: 19.31%

Ordinary Income Bracket After Roth Conversions: 22.00%




Tax Estimate on $50K Conversion

Total Iincome s 114,550 S 106,402 = 160,564
FOREIGN EARNED INCOME EXCLUSION (FORM 2555)

SCHEDULE 1 DEDUCTIONS (ABOVE THE LINE)

Schedule 1 Deductions = o s O = (9]

Adjusted Gross Income S 114,550 S 106,402 S 160,564

SCHEDULE A - ITEMIZED DEOUCTIONS

~ - S 32,200 S 33.200 S 33.200
Standard/Ttemized Deductions .
(starndard) {standard)}
DBl DEDUCTION CALCULATION
OBl Deduction S o S (8] S o
Taxnhble lncore S 82,250 s 3,202 s

Total Tax b 8,779 H S 8,037 H S 17,691
Marginal Bracket @ 12.0% 12.0% 22.0%

Effective Rate @ 10.7% 11.0% 13.9%




Portfolio Value by Asset Type

Below is a projection of how your portfolio, broken down by asset type, will behave in the long run, with and without a Roth conversion plan. The projection

§38,000,000

§6,000,000

54,000,000

$2,000.000

§0

takes into account rates of return, your age, your spending, and expected market rates like investment returns and inflation.

Base Case

67

73 T4
@ Taxable Assets @ Client 1 Tax Deferred Assets

84 89 95

Y Client 2 Tax Deferred Assets @ Roth Assats



Tax Bracket Visualizer

Below is a projection of ordinary income each year, with and without roth conversions, with the tax bracket thresholds overfaid.

51,200,000
95
@ 396%: %928,650
000,000 @ 35%: $924,825 f
@ 33%: $425325
)
28%: $203,950
$600,000 —
@ 25%: $84,175
]
@& 15%: %20,650
L ]
$300,000 10%: $0
Roth Conversion: $442,985
< Base Case: $532,612
50 ﬂ

&7 3 78 84 89 ‘ 95 ‘

Base Case @ Roth Conversion

Current tax brackets @10 @ 12% ®22% ©24% ®32% ®35% ®37%
Brackets if TCJA expires ®10% @ 15% ®25% © 28% ®33% ®35% ®39.6%



Required Minimum Distributions

Below are the projected Required Minimum Distribution (RMD) amounts per year. One advantage of a Roth account is that it has no RMDs.

$600,000
$500,000
$400,000
$300,000
$200,000
$100,000

$0

67 74 80 87 93 100
@ Base Case @ Roth Conversion
Assumptions

Taxable Assets: $495,000 Roth Conversions: $274,848 Rate of Return: 8.00%
Tax-Deferred Assets: $1,750,000 Tax on Conversion: $50,325 Inflation: 2.00%
Total Roth Assets: SO Tax Adjustment @ 24.00%




Projected Taxes

Base Projection Total Lifetime Tax: $1,566,291
Roth Projection Total Lifetime Tax: $1,366,134

Projection Difference: $200,157

Below is a projection of the annual taxes you will pay each year with and without a Roth conversion plan.

$160.000
120,000

$20.000

£40.000

50

67 73 T8 a4 89 95
@ Base Case @ Roth Conversion



IRMAA Surcharges

Base Projection Total Lifetime IRMAA Surcharges: $66,593
Roth Projection Total Lifetime IRMAA Surcharges: $33,754

Projection Difference: $32,839

Below is a projection of the amount of IRMAA surcharges on Part B and Part D you will pay each year with and without a Roth conversion pfan.

510,000
53,000
56,000

54,000

52,000

&0

67 T3 7a 84 39 95
@ Base Case @ Roth Conversion
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Portfolio Value Difference

Below is the projected portfolio difference over time, with and without a Roth conversion plan. (Positive values reflect times when the Roth conversion
projection is greater. Negative values reflect when the base case with no Roth conversion is greater.)

5120,000
580,000
560,000
530,000

50 /\ /f‘

§-30.000
67 73 78 84 89 g5




Roth Case

56,000,000
36,000,000

$4,000,000

52,000,000 /

H_

50 S

67 73 78 34 89 g5
@ Taxable Assets @ Client 1 Tax Deferred Assets @ Client 2 Tax Deferred Assets @ Roth Assets




Strategies To Consider

* Bunch deductible expenses: taxes, medical,
contributions. Coordinate them all.
o Qualified Charitable Donations (QCDs) at 70 7-.

o Pay your property taxes using bunching in
alternating years.

o Roth conversions in a year you have low income
or large medical expense.

o Bunch your charitable donations using the same
schedule you use for property taxes.

o Front load a Donor Advised Fund (DAF) with your
local Community Foundation.




Summary

We've cleared up some questions from last
year.

We've defined Roth conversion and you are
answering questions about our unique
situation.

We've discussed the flowchart to help guide
your decisions.

You will talk with your CPA and CFP about
this.

You are getting ready to combine this with
other tax strategies if appropriate.




Questions

[
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Make a Difference in Someone’s Life

BVVGCI( y If you have benefited from
oo BETTERINVESTING™

i) Please share some Betterlnvesting
Sto%(Up materials and introduce others to
this dynamic investment education TickerTalk
SSGPLUS opportunity!

GRESSG Pay it forward!



Save the Date

" June 30: “Strategies for Social Security,
Medicare & Long-Term Care”

* August 4: “Charitable Ways to Lower
Taxes While Doing Good”




Email Questions or Comments
‘(_A to a Presenter...

Email Subject Line: Roth Conversion Consortium class

Presenter: Christi Powell
Email Addr.: cpowell@falconfinancialok.com




