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OVERVIEW

Executive Summary

Most Americans spend decades accumulating wealth — contributing to 401(k)s, building
brokerage accounts, saving in IRAs — but relatively little time thinking about how those assets
will be taxed in retirement. The result is predictable: retirees who have done everything right
during their working years often face an unwelcome surprise when distributions begin. Taxes
in retirement can be higher, more complex, and more persistent than most people anticipate.

The core problem is straightforward. Retirement income does not arrive in a single, easily
managed stream. It flows fromm multiple sources — Social Security, Required Minimum
Distributions (RMDs), pension income, brokerage account gains, rental income, and more —
each governed by different rules, different rates, and different phase-in thresholds. Without
deliberate coordination, these income sources can interact in ways that dramatically increase
a household's effective tax burden.

Taxes are frequently the single largest controllable expense in retirement — larger, in many
cases, than healthcare, housing, or travel. Unlike market returns, tax outcomes are
substantially within the retiree's control. But only if planning begins early, extends across all
income sources, and remains integrated throughout the retirement years.

This guide addresses five foundational principles that distinguish tax-efficient retirement
income strategies from conventional approaches. Readers will find detailed coverage of
withdrawal sequencing, Social Security timing, Roth conversion windows, Medicare IRMAA
management, and charitable planning — along with case studies, decision frameworks, and a
comprehensive FAQ section.
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Five Key Principles of Tax-Efficient Retirement Income

» Think lifetime taxes, not annual taxes — small decisions today can compound into six-figure
differences over a 25-year retirement

- Coordinate all income sources — Social Security, RMDs, brokerage income, and pensions
interact in ways that can trigger higher tax brackets

- Fill lower tax brackets intentionally — the gap between current and future tax brackets is
often the single best planning opportunity available

- Manage Medicare and Social Security impacts — income thresholds that trigger surcharges
are more reachable than most retirees expect

- Stress-test the plan regularly — tax laws change, personal circumstances evolve, and
strategies must adapt accordingly
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SECTION 01

Why Retirement Taxes Matter More Than Most
People Think

One of the most persistent and costly assumptions in retirement planning is this: because you
are no longer working, you must be in a lower tax bracket. For many affluent retirees, this
assumption is simply wrong — and planning around it creates real financial harm.

The reality is that retirement often brings multiple simultaneous income streams, each of
which interacts with the others in ways that can push marginal rates surprisingly high. Every
dollar of additional income — from a Roth conversion, a rental property distribution, or a
capital gain — does not exist in isolation. It is stacked on top of existing income, potentially
triggering a cascade of tax consequences.

The Retirement Tax Stack: How Income Sources Interact
« IRA and 401(k) distributions: Taxed as ordinary income at federal rates up to 37%
« Pension income: Also taxed as ordinary income in most cases

+ Social Security income: Up to 85% may be included in taxable income depending on
other income levels

+ Qualified dividends and long-term capital gains: Preferential rates (0%, 15%, or 20%), but
can trigger higher effective rates through interaction effects

+ Required Minimum Distributions: Mandatory starting at age 73, often pushing retirees into
higher brackets

+ Medicare IRMAA surcharges: Additional Part B and Part D premiums assessed against
higher-income households

+ Widow's penalty: When a spouse passes away, the surviving spouse shifts to single
status, cutting every tax bracket in half

 Future tax uncertainty: The Tax Cuts and Jobs Act provisions are scheduled to sunset
after 2025

Retirement Income Source Tax Treatment

Traditional IRA / 401(k) Distributions Ordinary income; top federal rate up to 37%
Roth IRA Distributions (qualified) Tax-free; no impact on AGI
Social Security Benefits 0%-85% taxable based on provisional income
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Retirement Income Source Tax Treatment

Pension Income Ordinary income in most cases

Long-Term Capital Gains 0%, 15%, or 20% federal rate

Qualified Dividends Same rates as long-term capital gains
Required Minimum Distributions Ordinary income; mandatory starting at age 73
Medicare IRMAA Surcharges Additional premiums based on prior-year MAGI
Deferred Compensation Payouts Ordinary income when received

"For many affluent retirees, taxes — not market volatility — represent the greatest
controllable threat to long-term financial security."
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SECTION 02

Understanding the Retirement Tax Buckets

Effective retirement income planning begins with a clear understanding of the three primary
tax buckets from which assets can be drawn. Each bucket operates under different rules,
offers different advantages, and poses different risks. A portfolio spread thoughtfully across all
three provides critical flexibility — the ability to draw from whichever source is most
advantageous in any given year.

Bucket 1: Tax-Deferred Accounts

Tax-deferred accounts — including Traditional IRAs, 401(k)s, 403(b)s, and similar vehicles —
represent the largest pool of savings for most American households. Contributions are made
pre-tax, growth is tax-deferred, and withdrawals are taxed as ordinary income.

Primary Examples Traditional IRA, 401(k), 403(b), 457(b), SEP IRA, SIMPLE IRA
Tax on Contributions Deductible — reduces taxable income in contribution year
Tax on Growth Deferred — no annual tax on dividends, interest, or gains
Tax on Withdrawals Ordinary income at marginal rates in effect at withdrawal
Required Minimum Mandatory starting at age 73 (SECURE 2.0)

Distributions

Primary Planning Risk Large balances can force high RMDs that push the household into
elevated brackets

Bucket 2: Tax-Free Accounts

Tax-free accounts — led by Roth IRAs and Roth 401(k)s — offer no upfront deduction but
provide tax-free growth and tax-free qualified withdrawals. Health Savings Accounts (HSAs)
also belong in this category when used for qualified medical expenses.

Primary Examples Roth IRA, Roth 401(k), HSA (for qualified medical expenses)
Tax on Contributions After-tax; no deduction

Tax on Growth Tax-free

Tax on Withdrawals Tax-free for qualified distributions
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RMDs

Primary Planning Advantage

Roth IRAs: none during owner's lifetime; roll Roth 401(k) to Roth IRA to
avoid RMDs

No impact on Social Security or IRMAA calculations; ideal for legacy
planning

Bucket 3: Taxable Brokerage Accounts

Taxable brokerage accounts provide unmatched flexibility, access to preferential capital

gains rates, and a step-up in cost basis at death — a powerful complement to

tax-advantaged accounts.

Primary Examples
Tax on Growth
Tax on Withdrawals

Step-Up in Basis

Primary Planning Advantage

Individual/joint brokerage, revocable trust accounts
Annual taxation on dividends, interest, and realized gains
Cost basis returned tax-free; gains taxed at capital gains rates

Assets receive a stepped-up cost basis at death — significant estate
planning advantage

Flexibility, access, capital gains treatment; assets passing at death
may escape capital gains tax entirely

"Tax diversification — holding meaningful assets in all three buckets — provides

flexibility that cannot be purchased once retirement begins."
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SECTION 03

Withdrawal Sequencing — Which Assets Should Be
Used First?

The order in which retirement assets are drawn down can meaningfully affect lifetime taxes,
portfolio longevity, Social Security optimization, and legacy outcomes. Conventional wisdom
suggests a straightforward sequence — spend cash first, then taxable accounts, then
tax-deferred accounts, and finally Roth assets. For many retirees, however, this conventional
approach is suboptimal.

The Traditional Withdrawal Sequence
1. Cash and money market reserves
2. Taxable brokerage accounts
3. Tax-deferred accounts (Traditional IRA, 401(k))
4. Tax-free accounts (Roth IRA — last resort to preserve tax-free growth)
The logic behind this sequence is sound as far as it goes. But it ignores the unique low-income

window that often opens between retirement and the onset of Social Security and RMDs — a
window that may represent the single best tax planning opportunity of a client's financial life.

Variables That Should Drive Sequencing Decisions
« Current and projected future marginal tax brackets
« Age and the timing of Social Security claiming
« Presence and size of pension income
+ Expected RMD magnitude starting at age 73
« Legacy and estate planning objectives
+ State income tax considerations

« Medicare IRMAA threshold management
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Case Study #1: John and Susan, Age 62

Profile: Married couple, both age 62, recently retired. Combined investable assets: $3.2M.
Assets: Traditional IRA: $1.8M | Roth IRA: $400K | Brokerage: $800K | Cash: $200K
Scenario A — Conventional Withdrawals:

- Draw cash first, then brokerage, then IRA; no Roth conversions executed

« IRA grows to ~$2.8M by age 73; RMDs push taxable income above $180K/year

« IRMAA surcharges triggered; 85% of Social Security taxable. Estimated lifetime taxes:
$680,000+

Scenario B — Tax-Managed Withdrawals:
« Execute Roth conversions of $80K-$120K/year from ages 62-72, filling the 22% bracket
- Harvest zero-rate capital gains from brokerage account during low-income years
- Delay Social Security to age 70 for both spouses; bridge with brokerage/Roth funds
« IRA reduced to ~$1.IM by age 73; RMDs manageable. IRMAA exposure reduced.
- Estimated lifetime taxes: $390,000 — estimated tax savings: ~$290,000
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SECTION 04

Social Security Timing and Tax Coordination

Social Security claiming decisions are among the most consequential financial choices a
retiree makes — yet they are often treated as primarily a breakeven analysis. In reality, Social
Security timing intersects directly with tax planning, Medicare cost management, spousal and
survivor income, and portfolio withdrawal strategy.

When Can You Claim?

Claiming Age Benefit Level Key Consideration

Age 62 (earliest) Reduced by up to 30% vs. Permanent reduction; lower survivor benefit
FRA for spouse

Full Retirement Age 100% of Primary Insurance Breakeven vs. early claiming: 12-14 years

(66-67) Amount

Age 70 (maximum) 132% of PIA (for FRA 67) Maximum lifetime benefit; optimal for

surviving spouse

For married couples, the decision is particularly nuanced. Because the surviving spouse
inherits the higher earner's benefit, maximizing the higher earner's benefit at age 70 is
frequently the most powerful form of survivor income protection available.

The Provisional Income Calculation

The taxation of Social Security benefits depends on provisional income: adjusted gross
income, plus tax-exempt interest, plus 50% of Social Security benefits. At $32,000 for married
filers, up to 50% of benefits may become taxable. At $44,000, up to 85% may be taxable.
Because Roth IRA withdrawals are excluded from this calculation, they represent a particularly
valuable tool for managing Social Security taxation in retirement.
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Frequently Asked Questions: Social Security Timing

- Should everyone wait until 70? No — health, financial need, and single vs. married status all
matter. But for married couples where the higher earner is healthy, age 70 is often optimal.

 Can delaying reduce taxes? Yes — it shifts income to lower-bracket years and reduces
exposure during peak income periods later in retirement.

« Does delaying improve survivor income? Substantially. The surviving spouse receives the
higher of the two benefit amounts.

« What if | need income before 70? Bridging with taxable or Roth withdrawals preserves higher
lifetime Social Security income while keeping tax exposure manageable.
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SECTION 05

Roth Conversion Strategy

Roth conversions — the process of moving money from a tax-deferred Traditional IRA into a
tax-free Roth IRA — represent one of the most powerful and flexible planning tools available to
pre-retirees and early retirees. The core question is simple: does it make sense to pay taxes
now, at known rates, in exchange for tax-free income later?

For many affluent households, the answer is yes — particularly when current rates are
historically low, future RMDs threaten to force income into higher brackets, and the
beneficiaries of inherited IRAs face the compressed 10-year distribution window under SECURE
2.0.

Potential Benefits
« Reduces future RMDs by shrinking the tax-deferred account balance

« Creates tax-free income that does not affect Social Security taxation or RMAA
calculations

« Provides estate planning flexibility — Roth assets passed to heirs grow and distribute
tax-free

+ Locks in today's known tax rates rather than accepting uncertainty about future rates

« Enhances portfolio resilience by creating income-source flexibility across all three tax
buckets

Potential Risks and Tradeoffs

+ Paying taxes too early reduces the compounding base — conversions must be held long
enough to offset the upfront cost

+ Large conversions can temporarily trigger Medicare IRMAA surcharges in the lookback
year

+ Conversions that push income into higher brackets than anticipated can be
counterproductive

 State income taxes must be considered — high state tax jurisdictions reduce conversion
attractiveness
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Case Study #2: The Roth Opportunity Window — Ages 63-72

Profile: Single retiree, age 63. Traditional IRA balance: $1.4M. No pension. Social Security begins at
70.

Without Roth Conversions:

« IRA grows to ~$2.2M by age 73; first RMD approximately $82,000 — taxable as ordinary
income

« Combined with Social Security, effective marginal rate escalates to 32%+
With Systematic Conversions:
- Convert $90,000/year ages 63-72, filling the 24% bracket; total conversions: ~$900,000
« IRA reduced to ~$800,000 by age 73; RMDs fall to ~$30,000/year
« Roth account grows to ~$1.6M — entirely tax-free for life
« Estimated lifetime tax savings vs. no-conversion baseline: $210,000-$280,000
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SECTION 06

Managing Medicare IRMAA and Hidden Retirement
Taxes

Medicare's Income-Related Monthly Adjustment Amount — universally known as IRMAA — is
one of the most underappreciated retirement tax traps. For households with Modified Adjusted
Gross Income above specific thresholds, it can add $3,000 to $12,000 per year in additional
Medicare premiums. For couples, double those figures.

How IRMAA Works

IRMAA applies to Medicare Part B and Part D premiums. The Social Security Administration
determines surcharges based on your MAGI from two years prior — the two-year lookback. A
Roth conversion in 2025 affects 2027 Medicare premiums.

2026 MAGI (Married Filing Jointly) Part B Monthly Premium Annual IRMAA Impact
(couple)

Up to $212,000 $185.00 (base) $0 surcharge
$212,001 - $266,000 $259.00 +$l,776/yeor

$266,001 — $334,000 $363.00 +$4,272[year
$334,001 - $400,000 $467.00 +$6,768/yec1r
$400,001 - $750,000 $571.00 +$9,264/ye0|r
Above $750,000 $605.00 +$10,320/year

The Retirement Tax Domino Effect

Higher income in retirement can trigger a cascading sequence of consequences that
compounds the effective tax burden well beyond the marginal rate on any individual dollar:

1. Income increases — RMD, Roth conversion, capital gain, or other distribution
2. Provisional income rises, increasing the taxable portion of Social Security to up to 85%

. Higher MAGI triggers IRMAA surcharges on Medicare Part B and Part D

3

4. Additional income pushes into higher ordinary income or capital gains brackets
5. Net Investment Income Tax (3.8%) may apply above $250,000 MAGI for joint filers
6

. Effective marginal rate on the incremental income can reach 40%-45% or higher
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Strategies to Manage IRMAA Exposure

« Time Roth conversions carefully — spread large conversions across multiple years to
avoid triggering tier thresholds

« Use Qualified Charitable Distributions — reduce MAGI dollar-for-dollar for retirees over
age 70%

« Harvest capital gains strategically — cluster gains in years when other income is lower

« Consider installment sales for appreciated property — spread gain recognition over
multiple years

« Appeal life-changing events — IRMAA can be appealed when income drops due to
retirement, divorce, or death of a spouse
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SECTION 07

Charitable Giving and Tax-Efficient Strategies

For retirees with charitable intent, strategic giving is not merely generosity — it is a powerful tax
tool that can simultaneously reduce income taxes, satisfy RMD obligations, and enhance
legacy outcomes.

Qualified Charitable Distributions (QCDs)

The Qualified Charitable Distribution allows IRA owners age 70% or older to transfer up to
$105,000 per year directly from an IRA to a qualifying charity. The distribution is excluded from
taxable income entirely — not just deducted, but excluded from gross income. For retirees
subject to RMDs, this is one of the most powerful planning tools available, potentially reducing
MAGI, Social Security taxation, and IRMAA exposure simultaneously.

Donor-Advised Funds (DAFs)

A Donor-Advised Fund allows a retiree to make a large, irrevocable charitable contribution in a
high-income year and distribute funds to specific charities over subsequent years —
particularly powerful in Roth conversion years or any year with an unusually large capital gain.

« Contribute appreciated securities to the DAF: Receive a fair market value deduction and
avoid capital gains tax on the appreciation

« Bunch multiple years of charitable giving into a single high-income year to exceed the
standard deduction threshold

« Invest DAF assets for continued tax-free growth while philanthropic goals are finalized

Appreciated Securities Gifting

Donating long-term appreciated securities directly to a charity eliminates the embedded
capital gain entirely while generating a charitable deduction for the full fair market value —
substantially more tax-efficient than cash-based giving for holdings with a low cost basis.
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Case Study #3: Reducing Taxes Through Charitable Planning

Profile: Retired couple, ages 73 and 71. Combined RMDs: $95,000/year. Annual charitable intent:
$25,000.

Conventional approach:
- Take full $95K RMD as ordinary income, then write a check to charity

 Charitable deduction limited by standard deduction; full RMD included in MAGI; IRMAA
surcharge triggered

QCD-optimized approach:
- Direct $25,000 of RMD as QCD to qualifying charities — excluded from MAGI entirely
+ MAGI drops below IRMAA threshold — saves $3,552/year per person in Medicare premiums
- Lower MAGI also reduces Social Security taxation and preserves other deductions
« Estimated annual tax savings from QCD strategy alone: $8,000-$12,000
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SECTION 08

Common Tax Mistakes Retirees Make

The following ten mistakes appear with striking frequency among affluent retirees — including
those who have managed their wealth carefully for decades. Each represents a planning gap
that can be identified and corrected before it compounds into a larger problem.

1. Waiting too long to plan. The most impactful retirement tax decisions must often be
executed years before they produce their maximum benefit. Delaying forfeits irreplaceable
optimization windows.

2. Ignoring future RMDs. A $2M IRA balance generates approximately $75,000 in mandatory
taxable income in year one — and the required percentage increases every year thereafter.

3. Triggering Medicare IRMAA surcharges unnecessarily. A single large Roth conversion or
capital gain can push a household above an IRMAA tier threshold, adding $3,000 to $12,000
in additional premiums.

4. Taking large one-time IRA withdrawals. A $200,000 withdrawal in a single year can push
the entire distribution into the 32% or 35% bracket with no countervailing benefit.

5. Poor Social Security timing. Claiming at 62 simply because it is available is one of the
most common and costly retirement decisions. For married couples, the lifetime income
cost can easily exceed $200,000—-$400,000.

6. Carrying overconcentrated stock positions. Concentrated positions create both tax and
sequence risk. Strategic diversification and charitable strategies can reduce concentration
while managing the embedded gain.

7. Missing Roth conversion opportunities. The window between retirement and RMD onset
may be the only period when marginal rates are this low. Not using it is a choice — but
rarely an intentional one.

8. Ignoring survivor tax issues. When one spouse passes away, the surviving spouse shifts
to single status. The same income taxed at 22% may suddenly be taxed at 32% or higher.

9. Failing to coordinate investments and taxes. The combination of the right asset, the right
account, and the right timing requires full integration — not separate conversations with
separate advisors.

10. Focusing only on this year's taxes. Annual tax minimization is not the same as lifetime
tax minimization. Strategies that reduce taxes today sometimes produce larger burdens
over the full retirement horizon.
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SECTION 09

Retirement Income Stress Testing

A retirement income strategy that performs well under normal conditions may be fragile when

conditions change. Stress testing — systematically examining how a retirement plan performs
under adverse scenarios — is not pessimism. It is prudence.

Inflation (above-average, sustained)

Market decline (20%-40% drop early in
retirement)

Longevity (living to age 90, 95, or 100)
Tax rate increases (TCJA sunset or new
legislation)

Healthcare and long-term care
expenses

Sequence risk (poor returns in first 5-10
years)

Higher living expenses erode purchasing power; fixed income
streams become inadequate over time

Sequence of returns risk — early losses require selling more
shares; a depleted portfolio may not recover

Portfolio must sustain 30+ years of withdrawals; particularly
critical for single women and healthy couples

Higher rates can materially change the optimal asset mix
and conversion timing

Extended care costs of $100,000-$200,000/year can rapidly
deplete even substantial portfolios

Even adequate long-term average returns can deplete a
portfolio if those returns arrive in the wrong order

"A retirement plan that only works when everything goes right is not a plan. It is

an optimistic assumption.”
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SECTION 10

Retirement Income Planning Checklist

Use this checklist as a starting point for annual retirement income planning reviews. Each item
represents a meaningful planning decision that warrants deliberate attention — ideally in
partnership with a qualified financial planner and CPA.

 Estimate retirement spending needs across three scenarios: base case, conservative,
and legacy-focused

« Inventory all income sources: Social Security, pensions, RMDs, portfolio distributions, rental
income, deferred compensation, annuities

« Map assets to the three tax buckets: tax-deferred, tax-free, and taxable — identify gaps
and imbalances

 Evaluate Roth conversion opportunities: calculate optimal conversion amount to fill
current bracket without triggering IRMAA

+ Review Social Security claiming strategy: confirm optimal claiming age for both spouses
given current health and financial picture

+ Assess Medicare IRMAA exposure: model the impact of planned transactions on future
premiums using the two-year lookback

« Review and update beneficiary designations on all retirement accounts, insurance
policies, and TOD accounts

« Stress-test the withdrawal strategy against inflation, market decline, longevity, and tax
rate increase scenarios

« Coordinate with CPA on tax projections, estimated payments, and year-end planning
opportunities

 Evaluate charitable giving strategy: determine whether QCDs, DAF contributions, or
appreciated securities gifting is optimal

+ Review asset location: confirm that high-growth and high-income assets are in the most
tax-advantaged accounts

« Assess concentrated stock positions: review options for diversification, exchange funds,
or charitable strategies

« Model survivor scenarios: confirm the surviving spouse'’s income and tax situation are
adequately addressed

« Review the plan annually and after any maijor life event

Post Oak Private Wealth Advisors - Tax-Efficient Retirement Income Guide
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FAQ: 20 Essential Retirement Tax Questions

How can retirees reduce taxes in retirement?

The most effective strategies include executing Roth conversions during low-income years,
using Qualified Charitable Distributions to satisfy RMD obligations without increasing taxable
income, optimizing Social Security claiming to minimize its taxable portion, managing income
to stay below IRMAA threshold tiers, harvesting capital gains in zero-rate years, and
coordinating all income sources deliberately rather than managing each in isolation.

What is the best order to withdraw retirement assets?

The optimal withdrawal sequence depends on individual circumstances. For many affluent
retirees, a blended approach that deliberately uses multiple buckets each year — filling
brackets intentionally — produces better lifetime outcomes than any strict sequential strategy.

Should I take Social Security at 62 or wait?

For most married couples where the higher earner is in good health, waiting until age 70 is
optimal. Each year of delay increases the benefit by approximately 6%—-8%, and the higher
benefit becomes the survivor benefit when one spouse passes. Coordinating Social Security
timing with portfolio withdrawals and Roth conversion planning can enhance the outcome
regardless of claiming age.

Are Roth conversions worth it?

For many retirees — particularly those in the window between retirement and RMD onset —
Roth conversions offer substantial lifetime tax savings. Conversions are most attractive when
current marginal rates are low, future RMDs are projected to be large, and estate planning
goals favor tax-free inheritance.

How much income triggers Medicare IRMAA surcharges?

In 2026, IRMAA surcharges begin for married filers with MAGI above approximately $212,000.
Critically, IRMAA is based on income from two years prior, so even a one-time income spike —
from a large Roth conversion or capital gain — can trigger surcharges for the following year.
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Can retirement taxes increase over time?

Yes. Tax-deferred account balances continue growing until RMDs begin. Once mandatory
distributions start at age 73, taxable income can increase substantially every year. Many
retirees find themselves in higher effective tax brackets in their 70s than in their 60s.

What is the widow's tax penalty?

The widow's tax penalty refers to the dramatically higher tax burden surviving spouses face
after a partner passes away. As a single filer, the surviving spouse occupies narrower tax
brackets — the 22% bracket ends at roughly $48,000 for single filers versus $96,000 for married
filers. Planning for this scenario is essential for married couples.

How are capital gains taxed in retirement?

Long-term capital gains are taxed at preferential rates: 0% below approximately $94,000
(married), 15% up to $583,000, and 20% above that threshold. However, capital gains increase
MAGI, which can trigger the 3.8% Net Investment Income Tax, push Social Security into higher
taxable portions, and trigger IRMAA surcharges.

Can charitable giving lower retirement taxes?

Significantly — particularly through Qualified Charitable Distributions for retirees over age 70%.
A QCD of up to $105,000 per year satisfies RMD requirements while excluding the amount from
gross income entirely. Donor-Advised Funds and appreciated securities gifting offer additional
avenues for tax-efficient philanthropic planning.

Should retirees withdraw from taxable or tax-deferred accounts first?

A sophisticated approach draws from multiple account types simultaneously, filling brackets
deliberately each year. The optimal approach depends on current bracket position, projected
RMD trajectory, Social Security timing, and estate planning goals.

Can retirement income affect Medicare premiums?

Yes. Medicare Part B and Part D premiums dare subject to IRMAA surcharges based on
prior-year MAGI. A retiree can pay two, three, or even five times the standard Medicare
premium depending on income level. Strategies that reduce MAGI can meaningfully reduce
annual Medicare costs.
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How much should retirees keep in cash reserves?

A common benchmark is 12-24 months of living expenses in cash or near-cash equivalents.
This cushion prevents liquidating investment positions during market downturns and provides
flexibility for tax planning decisions without the pressure of immediate income needs.

Are Required Minimum Distributions taxable?

Yes. RMDs from traditional IRAs, 401(k)s, and most tax-deferred retirement accounts are fully
taxable as ordinary income. The only exception is the portion distributed directly to a qualified
charity as a QCD — that amount is excluded from taxable income entirely.

What happens if tax rates rise after retirement?

Higher future tax rates would make current Roth conversions more valuable and increase the
burden of future RMDs. Retirees most vulnerable are those with large tax-deferred account
balances and limited tax-free assets. Proactive diversification across tax buckets reduces this
exposure materially.

What is tax-efficient asset location?

Asset location is the strategic placement of investments across account types based on their
tax characteristics. High-growth assets belong in Roth accounts. Interest-generating bonds
belong in tax-deferred accounts. Tax-efficient index funds and assets with step-up potential
belong in taxable accounts.

What is a Qualified Charitable Distribution?

A QCD is a direct transfer from an IRA to a qualifying 501(c)(3), available to IRA owners age 70%
or older. Amounts transferred — up to $105,000 per person in 2026 — are excluded from
taxable income entirely, satisfy the annual RMD requirement, and can reduce Social Security
taxation and IRMAA exposure simultaneously.

What is the tax impact of pension income in retirement?

Pension distributions are generally taxable as ordinary income. For retirees with substantial
pension income, the pension creates a permanent income floor that limits the ability to
manage MAGI through withdrawal sequencing, making careful Roth conversion sizing and
charitable strategies especially important.
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Should I use a financial advisor for retirement tax planning?

Retirement tax planning — coordinating Social Security, RMDs, Roth conversions, Medicare
IRMAA, and estate planning — is sufficiently complex that most affluent households benefit
substantially from professional guidance. The decisions made in the first decade of retirement
often determine the tax efficiency of the entire remaining retirement.

What is the Net Investment Income Tax in retirement?

The Net Investment Income Tax is a 3.8% surtax on investment income for individuals with
MAGI above $200,000 (single) or $250,000 (married). Strategies to manage NIIT exposure
include installment sales, charitable remainder trusts, and tax-loss harvesting.

How do I create a tax-efficient retirement income plan?

Begin with a comprehensive inventory of all assets, income sources, and projected expenses.
Model the retirement tax trajectory over the next 20-30 years. Identify the highest-value
planning opportunities and sequence them based on urgency and impact. Revisit the plan
annually and whenever tax laws, personal circumstances, or market conditions change
materially.
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CLOSING

Conclusion

Retirement represents one of the most significant financial transitions of a lifetime — and one
of the least well-understood from a tax perspective. The assets that retirees have built over
decades of disciplined saving and investing do not exist in a tax vacuum. They will be taxed —
on the way in, on the way out, or both — and the manner in which that taxation occurs is far
more controllable than most people realize.

The principles explored in this guide — tax bucket diversification, strategic withdrawal
sequencing, Roth conversion timing, Social Security coordination, RMAA management, and
charitable giving strategies — are practical, proven tools that can meaningfully reduce the
lifetime tax burden of an affluent retirement. Applied thoughtfully and consistently, they have
the potential to preserve hundreds of thousands of dollars that would otherwise be lost to
unnecessary taxation.

The key insight that separates effective retirement tax planning from conventional
approaches is the shift from annual thinking to lifetime thinking. A retiree who focuses
exclusively on minimizing this year's tax bill may inadvertently maximize the taxes paid over a
25-year retirement. A retiree who understands how today's decisions compound across
decades makes different — better — choices.

The second key insight is integration. Investment decisions, tax decisions, Social Security
decisions, charitable decisions, and estate planning decisions are not separate disciplines.
They interact, they compound, and they must be managed as parts of a single, coherent plan.

"A retirement plan should not simply answer the question, 'Do I have enough?' It
should also answer, 'Am I using what I have as efficiently as possible?"

The most effective retirement income strategies are not the most complex ones. They are the
ones that are clear, consistent, coordinated, and revisited regularly. Building such a strategy —
with the guidance of qualified professionals who understand both investment management
and tax planning — is one of the highest-value investments a retiree can make.
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ABOUT

About Post Oak Private Wealth Advisors

Post Oak Private Wealth Advisors is a Houston-based fiduciary wealth management firm
specializing in retirement distribution planning, tax optimization, and investment
management for affluent individuals and families. Our credentialed team serves clients
navigating significant life transitions — including divorce, retirement, and estate planning —
with a commitment to transparency, simplicity, and genuinely personalized guidance.

Founded on the principle that every client deserves thoughtful, integrated advice traditionally
reserved for ultra-affluent families, we bring together expertise across financial planning,
investment management, tax strategy, and estate planning under one coordinated advisory
relationship. We do not earn commissions.

Our clients are executives, corporate employees, business owners, physicians, retirees, and
individuals navigating major life transitions — people for whom financial decisions are
consequential and for whom generic advice simply is not enough. We consider it a privilege to
serve them.

Recognized for Excellence
+ 2026 Top 100 Investment Professionals — InvestmentNews
« America's Top Financial Advisory Firms 2026 — Newsweek
- Best Financial Advisory Firms 2026 — USA Today
+ Texas Monthly Five Star Wealth Manager — 2015-2026

We welcome the opportunity to introduce ourselves and to learn more about your
situation.

Please reach out to our team at any time.
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PosT OAK PRIVATE WEALTH ADVISORS

ADVISORY, CONSULTING & INVESTMENT MANAGEMENT

1200 Smith St., Suite 610
Houston, Texas 77002

(281) 580-2100
mmurphy@postoakprivatewealth.com
www.postoakprivatewealth.com



