RETIREMEN'T

INVESTMENT ADVISORS, INC. |

2925 United Founders Blvd.
Oklahoma City, OK 73112
(405) 842-3443

(800) 725-4530

2952 Via Esperanza
Edmond, OK 73013
(405) 246-0404

9300 John Hickman Pkwy.
Suite 504

Frisco, TX 75035

(972) 377-2850

www.TheRetirementPath.com

Investment Advisory Services offered through Investment Advisory Representatives
of Retirement Investment Advisors, Inc., a Registered Investment Advisor.

Financial Briefs

[ R i

left to right: Brenda C. Bolander, Joe Bowie,
Randy Thurman, Carol Ringrose Alexander,
Chad Rudy, and Andrew Flinton

JULY 2021

Tax Planning through Life

Most people do not plan for
their taxes throughout the

year or further down the road. They
file their taxes and then shunt the
whole process aside until the next
year. This is a huge mistake and
often made because most people be-
lieve that tax planning is only for
the ultra-wealthy. In reality, anyone
who earns money and files taxes can
save money by planning throughout
their life.

In Your 20s

The good news is you're proba-

bly not taxed very heavily yet, but
the bad news is this is because you
are not making very much money.
Chances are this is the first time you
start doing taxes on your own, with-
out being claimed as a dependent of
your parents. Make sure that you
have all your key financial docu-
ments organized and identity infor-
mation like your birth certificate
and Social Security card in a secure
place. If your parents opened any
accounts for you when you were
younger, make sure you have all rel-
evant paperwork now. Consider
meeting with an accountant or advi-
sor to make sure you set off on the
right foot. Tips:

e Contribute to a tax-deferred re-
tirement account, like a 401(k)
plan or IRA. Take full advantage
of any employer-matching contri-

butions, even if you want to pay
off student loans quickly. That
free money will most likely grow
in your account at a higher rate
of return than your low-interest
loans.

e Keep track of your student loan
payments. You can deduct the in-
terest you pay on your loans
when you file taxes and some-
times can qualify for an income
based repayment plan if you owe
more than you make.

e Save receipts and records if you
relocate for a job, since these ex-
penses can be deducted.

* Make sure you are withholding
the correct amount. Getting a big
refund at tax time is exciting, but
by over-withholding, you have
let the government sit on your
cash without making it work for
you during the year.

In Your 30s

Now your finances get signifi-
cantly more complicated, as your

savings increase along with your ex-

penses. Tips:

* Keep saving in tax-deferred ac-
counts, but also consider opening
a tax-free account like a Roth IRA
or Roth 401(k) plan so you will
have more income options in re-
tirement.

e If you plan to get married or
have children, meet with a tax or
financial advisor to ensure that
you are making the best financial
decisions for this point in your
life. Consider setting up a 529
plan for your children’s future
education.

* Review the credits and deduc-
tions available to you, especially
the ones related to child and de-
pendent care. Make sure you are
getting everything you qualify
for.

¢ Use a flexible spending plan and
reimbursement accounts for any
medical bills.

Continued on page 2

Tax Planning and Retirement

hether you’re newly retired,

about to retire, or thinking
ahead, there are numerous benefits
to tax planning in your golden
years. Taxes are often the furthest
thing from people’s minds when it
comes to retirement, but the truth is,

even when you’re no longer ac-
countable to a boss or clients, you
still have to answer to the IRS. Pay-
roll taxes may be a thing of the past,
but the money you plan to support
yourself with, such as retirement

Continued on page 3
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Through Life

Continued from page 1

In Your 40s

This is when you will probably
hit your earning peak. This may
bump you into a higher tax bracket,
so maximizing possible deductions

(like contributions to a retirement

account) is more important than

ever. Tips:

e Upgrade your charitable giving
and keep track of any eligible
gifts you make. Keep the docu-
mentation so you can deduct
your giving at tax time.

* Make sure to meet with an advi-
sor before drawing money from
taxable investment accounts for
large expenses (such as your
child’s college tuition), as there
may be complicated tax ramifica-
tions. Also stay abreast of any tax
credits for education: your child’s
or your own.

In Your 50s

Retirement is edging closer and
now you should be focused on sav-
ing as much as possible. Tips:

e Max out your contributions to
IRAs and 401(k) plans. Now that
you've turned 50, you can con-
tribute an extra $6,500 to your
401(k) plan and an additional
$1,000 to your IRA.

e Start planning for healthcare ex-
penses down the road. Open a
tax-free health savings account to
reduce your taxable income now
and provide a fund for health ex-
penses in retirement.

e Know the tax implications of
cashing out any stock options or
other perks from your employer.

In Your 60s

This tax-planning decade is cru-
cial to your retirement years. Tips:

e Plan for all taxes that may apply
to you in retirement. For exam-
ple, your retirement income level
will determine whether you have
to pay taxes on your Social Secu-
rity benefits.

e Consider converting a tax-
deferred IRA to a Roth IRA for
tax-free income in retirement (but
know you will have to pay any
taxes owed when you convert).

What Is Tax-Loss Harvesting?

ax-loss harvesting is choosing

to sell some investments at a
loss to reduce taxes on realized
capital gains from other invest-
ments. The key to successful tax-
loss harvesting is to identify
investments that have lost value
and then determine which to sell,
while staying true to your target
investment mix and diversification
strategy. Following are things to
consider to see if tax-loss harvest-
ing can help you lower your tax
bill.

Assess Your Capital Gains

Thoroughly review your in-
vestments to determine a rough
estimate of your capital gains. If
you frequently buy and sell, you
most likely have both short-term
and long-term gains and losses.
Long-term capital gains are those
on investments you’ve held longer
than one year, while short-term
capital gains are those held for one
year or less.

Estimate Your Tax Liability

After figuring out the poten-
tial amount of your capital gains,
you will want to estimate your po-
tential taxes from realized gains
based on the type of gain it is and
your income.

In taxable accounts, the long-
term capital gains tax rate is 15%
to 20% (0% for taxpayers under
certain income limits), while short-
term capital gains are taxed at or-
dinary income tax rates (10%, 12%,
22%, 24%, 32%, 35%, or 37%). Div-
idend income received by individ-
ual taxpayers from a domestic or
qualified foreign corporation is
also taxed at the same rate as long-
term capital gains.

Harvesting Losses

Once you have an understand-
ing of what you will owe in capital
gains taxes, you can start looking
for investments you want to sell.

You may first want to consider in-
vestments that no longer fit into
your strategy or those that have
poor prospects for growth in the fu-
ture.

To increase your potential tax
savings, try to apply as much of
your capital loss to short-term gains,
because they are taxed at a higher
rate. The tax code states that short-
term and long-term losses have to
first be used to offset gains of the
same type. If you have losses of one
type that exceeds what you have
gained, you can then apply the ex-
cess to the other type of capital
gains. For example, let’s say you sell
a long-term investment at a $16,000
loss but only had $5,000 in long-
term gains for the year. You could
then apply the excess of $11,000 to
any short-term gains.

Additionally, if you don’t have
any gains in a given year, the tax
code allows you to apply up to
$3,000 in capital losses to reduce
your ordinary income, which is the
same rate as short-term capital
gains.

Watch out for the Wash-Sale Rule

After you’ve sold the invest-
ments with losses, you will most
likely start looking for new invest-
ments. Even though you took a loss
on an investment to reduce your
capital gain taxes, you may decide
that it is still an attractive invest-
ment because it has good potential
and still fits within your investment
strategy. Be careful when you buy it
because the wash-sale rule will dis-
allow your tax write-off if you buy
the same security, an option to buy
the security, or a substantially iden-
tical security within 30 days before
or after the date you sold the securi-
ty with the loss.

Please call if you'd like to dis-
cuss this in more detail. Bl

* Be careful and strategic about
how you make withdrawals to
avoid paying higher taxes than
necessary. Form a plan with your

advisor to ensure you are not
paying more than you have to.
Please call if you’d like to dis-
cuss this in more detail. Nl
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Retirement

Continued from page 1

and investment accounts, savings
accounts, pension payouts, and po-
tentially even Social Security bene-
fits, could be taxed.

In fact, depending on how much
you’ve saved and how much you
withdraw annually, you could be in
a higher tax bracket than you antici-
pated. Couple that with the possibil-
ity of higher future tax rates, and
you could find yourself with less re-
tirement income than you had
planned.

However, with sound tax plan-
ning, you can protect your golden
years from becoming tarnished by
unnecessary taxes, regardless of
whether you're planning to retire 30
years from now or you've already
done so.

If You're Thinking Ahead

to Retirement...

Consider Investing in a Roth
IRA/Roth 401(k)

When it comes to taxes and re-
tirement, if you want to maximize
what you’ve worked so hard to save
throughout the years, it’s critical to
strategize how you invest your
money. Anticipating how much you
need to save is just the first step;
planning on where you will allocate
these savings is a critical component
if you want to make the most of
your retirement funds. Many people
assume that contributing solely to a
tax-deferred employer-sponsored
plan translates to a comfortable re-
tirement. After all, what could be
better than sheltering a portion of
your pre-retirement income from
taxes while taking advantage of
employer-matching incentives?

However, when many people
retire, they’re surprised to learn that
their tax-deferred account with-
drawals are not only taxed, but
quite possibly at a higher rate than
they may have anticipated. Diversi-
fying your retirement-savings plan
by contributing to a Roth IRA or
Roth 401(k) could give you more
flexibility when it comes to tax sav-
ings during retirement.

While you can’t take advantage
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of tax-savings benefits now, with-
drawals from Roth accounts are tax
free, allowing for more latitude in re-
tirement. In addition to future tax-
savings benefits, Roth IRA accounts
also provide the flexibility of
penalty-free withdrawals of your
contributions should you need ac-
cess to monies for an unexpected sit-
uation prior to retirement.

Don’t Forget about Other Taxable
Investments

Unless you have funds that
aren’t tax deferred, safeguarding
your retirement money from taxes
could prove challenging. Like a Roth
IRA or Roth 401(k), brokerage
and/or mutual fund accounts can be
valuable tax-free income sources in
retirement.

Unless you want to pay taxes on
every withdrawal you make during
your retirement years, you'll likely
want income sources that aren’t
subject to taxes down the road. A di-
versified plan that includes non-
retirement accounts can protect you
from higher tax brackets and maxi-
mize your income throughout your
retirement years.

At Retirement Age...
Have a Withdrawal Strategy

Just as you had a retirement sav-
ings plan, you'll now need a strate-
gic withdrawal plan to shelter as
much of your retirement income as
possible from taxes. The good news
is, the more diversified your invest-
ments are, the more options you'll
have available when it comes to tax
savings. Both the timing and se-
quence of the accounts you draw
from can significantly impact what
you owe the IRS each year. For ex-
ample, if you have taxable invest-
ments you've held for longer than a
year, it may be more prudent to tap
into these first, since the maximum
20% long-term capital gains tax
could be less than the income tax
rate you'll pay once you begin with-
drawing from your tax-deferred re-
tirement accounts. In fact, you might
not pay capital gains tax at all, de-
pending on your income bracket.

If you're over 72, don’t forget
about your minimum required dis-
tributions; though there are excep-

tions, failure to take these distribu-
tions can invoke a penalty as high as
half of the amount you neglected to
withdraw.
Plan Ahead: Targeted Tax Brackets.
You might also consider meeting
with your financial and/or tax advi-
sor to plan ahead for the following
tax year with a specific marginal tax
rate in mind. You can precalculate
taxable income, living expenses, and
deductions before deciding how
much you'll need to withdraw from
your investment accounts in order to
stay within your targeted marginal
tax rate.
Consider Delaying Social Security
Benefits
This strategy actually provides
you with multiple money-saving op-
tions. By delaying your Social Securi-
ty benefits, you'll avoid a higher tax
bracket while beefing up your distri-
butions. This isn’t just applicable to
younger retirees: anyone who reach-
es his/her full-benefit age receives
an annual 8% increase for each year
distributions are delayed until age
70. While not everyone can afford to
postpone Social Security benefits,
you may decide that delaying these
benefits as long as possible is finan-
cially advantageous in the long run.
Move to an Income-Tax-Free State
Many retirees don’t just move to
states like Arizona for the scenery.
The tax-saving incentives can be just
as appealing, particularly if you cur-
rently reside in a high-tax state. Will-
ing to embrace the cold? Alaska has
no state income or sales tax, and
once you establish permanent resi-
dency, you'll even receive an annual
dividend check from the state’s oil
wealth savings account. If you had
plans involving temperatures of a
warmer sort, consider moving to an
income-tax-free state such as Nevada
and Florida. You might also consider
states that offer tax immunity solely
to retirees, exempting Social Security
benefits and even qualified retire-
ment accounts from state income tax.
Please call if you'd like to dis-
cuss these strategies in more detail.
[



News and Announcements

From the Alexander Household

The MIT AgeLab is a multidisciplinary research pro-
gram that works to improve the quality of life of older
people and those who care for them. One of its projects
is called AGNES. The Age Gain Now Empathy System
is a suit that can be worn by anyone such as product de-
velopers, planners and architects who wants to better
understand the physical challenges associated with
aging. The AGNES suit has been calibrated to approxi-
mate the motor, visual, flexibility, dexterity and strength
of a person in their mid-70s. The suit can simulate con-
ditions including macular degeneration, arthritis and
limited range of motion and has been used in retail,
public transportation, home and community environ-
ments.

AGNES is a tool that can be used to help the move-
ment to make municipalities more senior-friendly. The
trend got a boost when the World Health Organization
launched an initiative “to support communities in de-
veloping and strengthening health and social policies in
an aging world.” WHO devised ‘A Policy Framework
on Active Aging,’” soliciting participation from 33 cities
to provide input into what they could do for their aging
populations. In a nutshell, planners agree that making a
city senior-friendly means just about everything from
re-timing crosswalks (allow more time) to supersizing
supermarket aisles (wider to better accommodate mobil-
ity assistance).

As I experience this journey with a family member, I
am grateful for adaptations that allow as much inde-
pendence as possible as we age.

Carol Ringrase levander,
C77°, A77°, COZA4™, CEPS

From the Rudy Household

My wife, Amy, has always been an active volunteer.
She is either volunteering in our daughters” schools or
somewhere in our community. One of her favorite vol-
unteer groups is Frisco Women's League (FWL).

FWL in an independent organization of around 250
women who share a common goal of serving the com-
munity. The members of FWL achieve that goal by
helping local charitable organizations. The FWL leader-
ship team coordinates volunteer events and provides a
calendar of options where members can select when and
where to volunteer.

In addition to giving of time, FWL members orga-

nize small and large fundraisers throughout the year.
For example, FWL hosts a shopping event at a local jew-
elry store called “ScholarSHOP” where the profits go to-
wards scholarships to graduating seniors. FWL also
hosts an annual Mother-Daughter Tea, a themed lun-
cheon where mothers and daughters of all ages to gath-
er for an entertaining afternoon while also raising funds
that are then given to local charitable organizations. Our
three daughters look forward to attending “The Tea”
each year with Amy and her mom.

Amy joined FWL in 2010 and shortly after became
part of the leadership team, serving in a variety of roles
including two terms as President. Amy’s loves being
able to make a direct impact in our community while
developing and strengthening friendships with like-
minded women.

Cliad Rudy, CF7P°

From the Bolander Household

The good ole summertime is here — and that means
it is hot in Oklahoma! The sub-zero temperatures of
February and ice storm of last October seem like eons
ago...that is until I look around my yard. The extreme
weather was just too much for most of our shrubbery.
Thankfully, the boxwoods made it just fine and most of
our crepe myrtles are coming up nicely from the roots
except the two oldest ones are kaput.

The most surprising loss was our evergreen hollies.
I hoped they could recover but like the oldest crepe
myrtles, only a couple of branches came up from the
roots. So, those beautiful, mature, glossy green hollies
have been replaced with two-foot-tall hollies from the
nursey, leaving the space quite empty looking. Cutting
those out was like losing an old friend. An evergreen
photinia hedge in the backyard was trimmed to a foot
tall and is now putting out new shoots profusely. It
could be back to its top height in a few years, but the
hummingbirds are missing one of their favorite perches
for now. The freezing temps apparently left plenty of
bugs for the roadrunners since the two birds venture
out morning and evening, but I hope they’re not eating
the lightning bugs that flit about after dark! Have a
great summer.

Breanda C. Bolander,
C7P°, CPA/P7S



