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calls from national 
telemarketers, list 
your telephone 
number with the 
Federal Trade 
Commission's 
National Do Not Call 
Registry by 
registering online 
at www.donotcall.g
ov 

• To remove your 
name from most 
national mailing and 
e-mailing lists, as 
well as most 
telemarketing lists 
register online with 
the Direct Marketing 
Association 
at www.dmachoice.
org 

• To remove your 
name from 
marketing lists 
prepared by the 
three national 
consumer reporting 
agencies, register 
online at 
www.optoutprescre
en.com 

• When given the 
opportunity to do so 
by your bank, 
investment firm, 
insurance company, 
and credit card 
companies, opt out 
of allowing them to 
share your financial 
information with 
other organizations 
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Taxes in Retirement 
 
 
 
 When it comes to retirement planning, it’s only natural 

to be consumed with big picture items like finding the 

ideal community, whether to stay in your current home 

or downsize, and how much travel you’ll be able to do.  

 

And those are all great and very important things to 

think about. But a successful retirement often boils 

down to some of the more nitty-gritty details.  

 

And perhaps nothing is more nitty-gritty than having a 

strong tax strategy to see you through retirement. 

 

Traditional IRAs and 401(k)s 

Let’s first look at traditional IRAs and 401(k)s, which are 

tax-deferred retirement accounts that many Americans 

rely on during retirement. Money that you dedicate to 

these accounts typically slashes your current taxable 

income which thereby trims your tax tab in a given year. 

Savings, dividends, and investment gains in these 

accounts grows on a tax-deferred basis. 

Continued on next page… 
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TAXES IN… 

 

 

 
  

PLAN YOUR RETIREMENT LIVING ...  

 

It helps to start by asking a couple of questions: 
 

 

But those deferments don’t last forever. Once you’re officially retired and begin taking withdrawals, you’ll need to pay taxes on any 

gains and your pre-tax or deductible contributions. And it’s important to also bear in mind that these accounts have required minimum 

distributions, or RMDs, which is the point in time when you have to begin taking money out.  

 

When do those RMDs kick in? 

 

At present, RMDs begin at age 72 for a traditional 401(k) or IRA. If you work past your 72nd birthday you may qualify to delay an RMD 

from your employer’s 401(k) as long as you don’t own more than five percent of the company you work for.  

 

Your withdrawals from your traditional 401(k) or IRA are taxed at your standard income tax rate.  

 

Roth IRAs 

Next, let’s look at Roth IRAs. First things first, they come with one significant long-term tax perk: While contributions to a Roth IRA 

aren’t tax deductible, your future withdrawals may not be taxed.  

 

But to enjoy those potentially tax-free withdrawals, you must have held your Roth IRA account for a minimum of five years. And while 

you can take out the amount you contributed at any time, tax-free, in most cases you must be at least 59 ½ to take withdrawals 

without a 10% early withdrawal penalty.  

 

Social Security  

Social Security is yet another area where taxes are lurking after you retire. Until 1983, Social Security benefits were tax-free for every 

American, regardless of income. And while Social Security benefits still aren’t taxed for a sizeable chunk of the population, others are 

hit fairly hard.  

 

If you have provisional income, you may have to pony up federal income tax on as much as 85% of your benefits. To figure out your 

provisional income, begin with your adjusted gross income and then add 50% of your Social Security benefit and all of your tax-

exempt interest.  

 

If your provisional income is less than $25,000 for individual filers or $32,000 for joint filers, you won’t have to pay taxes on your 

Social Security.  

 

However, if your provisional income falls between $25,000 and $34,000 for individual filers or $32,000 and $44,000 for joint filers, then 

as much as 50% of your benefit is subject to taxation. Finally, if your provisional income is north of $34,000 for individual filers and 

$44,000 for joint filers, then as much as a whopping 85% of your benefit is considered taxable.  

 

Pensions  

The majority of pensions are funded using pre-tax dollars, which means the full value of your pension income would become taxable 

once you receive the money. Payments from both private and government pensions are generally taxable at your ordinary income tax 

rate.  

This is for informational use only and not to be considered advice. Please see a qualified tax professional. 

 

SOURCE 

https://www.kiplinger.com/retirement/602231/how-10-types-of-retirement-income-get-taxed 

 
 

Company stock and Your Retirement Strategy 
The opportunity to acquire company stock — inside or outside a workplace retirement plan — can be a lucrative employee 

benefit. Your compensation may include stock options or bonuses paid in company stock. Shares may be offered at a 

discount through an employee stock purchase plan and held in a taxable account, or company stock might be one of the 

investment options in your tax-deferred 401(k) plan. 

 

Either way, having too much of your retirement savings or net worth invested in your employer’s stock could become a 

problem if the company or sector hits hard times, especially if a job loss and stock value loss occur at the same time. There 

are also tax implications to consider. 

 

Concentrate on Diversification 

The possibility of heavy losses from having a large portion of your portfolio holdings in one investment, asset class, or market 

segment is known as concentration risk. Buying shares of any individual stock carries risks specific to that company or 

industry, so a shift in market forces, regulation, technology, competition, scandals, and other unexpected events could 

damage the value of the business. 

 

Holding more than 10% to 15% of your assets in company stock could upend your retirement strategy if the stock suddenly 

declines in value, and over-concentration can sneak up on you as your position builds slowly over time. To help maintain a 

healthy level of diversification in your portfolio, look closely at your plan’s investment options and consider directing some of 

your contributions into funds that provide exposure to a wider variety of market sectors. 

You might also consider strategies that involve selling company shares systematically or right after they become vested. But 

make sure you are aware of the rules, restrictions, and time frames for liquidating company stock, as well as any tax 

consequences. 

 

Take Advantage of NUA 

If you sell stock inside your 401(k) account and reinvest in other plan options, or you roll the stock over to an IRA, future 

distributions will likely be taxed as ordinary income. However, if you own highly appreciated company stock in your employer 

plan, you might benefit from a special tax break on lump-sum distributions of net unrealized appreciation (NUA). NUA allows 

the appreciation on company stock in a 401(k) to be taxed at lower long-term capital gains rates when the shares are sold, 

instead of the ordinary income tax rates that would otherwise apply to retirement plan distributions. 

 

To qualify for NUA, the lump-sum distribution must follow a triggering event such as separation from service, reaching age 

59½, disability, or death. The stock must be distributed in kind — as stock — and transferred to a taxable account. You would 

owe income tax at the ordinary rate in the year of the distribution, but only on the cost basis of the stock. 

 

If your retirement plan consists of employer stock and other types of investments (cash, mutual funds, etc.), the other assets 

can be transferred into an IRA, to another employer’s plan, or withdrawn entirely. This doesn’t have to happen simultaneously 

with the stock distribution, but the distributions must occur in the same tax year, and the account balance on your employer 

plan must be zero by the end of that year. 

 

If distributions of company stock are handled correctly, the savings from NUA can be substantial, especially for those in 

higher tax brackets. But keep in mind that taking any partial distribution from your employer plan after a triggering event — 

even an in-plan Roth conversion or required minimum distribution — could disqualify you from the NUA tax break, unless 

another triggering event occurs. 

 
All investments are subject to market fluctuation, risk, and loss of principal. When sold, investments may be worth more or less than their original cost. 

Diversification and asset allocation are methods used to help manage investment risk; they do not guarantee a profit or protect against investment loss. 

 

Broadridge Investor Communication Solutions, Inc. does not provide investment, tax, legal, or retirement advice or recommendations. The information 

presented here is not specific to any individual’s personal circumstances. To the extent that this material concerns tax matters, it is not intended or written to 

be used, and cannot be used, by a taxpayer for the purpose of avoiding penalties that may be imposed by law. Each taxpayer should seek independent 

advice from a tax professional based on his or her individual circumstances. These materials are provided for general information and educational purposes 

based upon publicly available information from sources believed to be reliable — we cannot assure the accuracy or completeness of these materials. The 

information in these materials may change at any time and without notice. 

 

Jeffrey Bird offers investment advisory services through Gradient Advisors, LLC (Arden Hills, MN 877-885-0508), an SEC Registered Investment Advisor. 
Gradient Advisors, LLC and its advisors do not render tax, legal or accounting advice. Financial Concepts, Inc. is not a registered investment advisor and 
is not an affiliate of Gradient Advisors, LLC.  Insurance products and services and Medicare plans are offered through Jeffrey Bird, independent agent. 
Financial Concepts, Inc., Jeffrey Bird, and Gradient Advisors, LLC are not affiliated with or endorsed by the Social Security Administration, the Federal 
Medicare program, or any other government agency.  
All written content is for information purposes only. It is not intended to provide any tax or legal advice or provide the basis for any financial decisions. 
The information contained herein is not an offer to sell or a solicitation of an offer to buy the securities, products or services mentioned, and no offers 
or sales will be made in jurisdictions in which the offer or sale of these securities, products or services is not qualified or otherwise exempt from regulation. 
The information contained in this newsletter have been derived from sources believed to be reliable but is not guaranteed as to accuracy and 
completeness and does not purport to be a complete analysis of the materials discussed. 
 


