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——— A NOTE TO THE READER

This book isn’t intended to provide every retirement answer.

It’s intended to provide a different way of thinking about retire-
ment decisions.

If you read it from beginning to end, you'll notice that each
chapter builds on the one before it. By the final chapter, the goal
is not simply to answer individual retirement questions, but to
understand how those questions fit together.

You can read this book in under an hour.

My hope is that you'll continue thinking about it long after you've
finished.
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INTRODUCTION

THE QUESTION
BEHIND EVERY
RETIREMENT
QUESTION

Most people approaching retirement have no shortage of
information.

There are books on Social Security. Articles about Roth conver-
sions. Podcasts discussing investment strategies. Countless opin-
ions about taxes, Medicare, withdrawal rates, and market risk.

Yet many retirees still find themselves asking a different question.
Not:

“Should I delay Social Security?”
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Not:

“Should I convert to a Roth IRA?”

Not:

“How should my portfolio be invested?”

Instead, the question often sounds more like this:
“Help me understand what I might be missing.”
It’s a reasonable concern.

Retirement introduces a series of important decisions, many of
which can have consequences that extend for years or even de-
cades. A choice that appears beneficial today may influence taxes,
spending flexibility, investment needs, or future income in ways
that are not immediately obvious.

As a result, retirement can feel more complicated than expected.

What surprises many people is that the complexity rarely comes
from the individual decisions themselves.

The complexity comes from the fact that the decisions are
connected.

A Social Security decision may affect how much needs to be
withdrawn from investments.

A Roth conversion may influence Medicare premiums.

A spending increase may change income needs.
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An investment decision may affect how much flexibility exists
when markets decline.

What appears to be a collection of separate financial decisions is
often a single system in which each part influences the others.

That observation led to a realization that has shaped my thinking
about retirement planning,

Retirement is not primarily a spending decision.

It is not primarily an income decision.

It is not primarily a tax decision.

It is not primarily an investment decision.
Retirement is the ongoing coordination of all four.

Unfortunately, many retirement decisions are evaluated

independently.

Taxes are discussed separately from investments.
Investments are discussed separately from spending.
Income decisions are discussed separately from taxes.

The result is that people often make reasonable decisions within
one area without fully understanding the implications elsewhere.

That does not mean the decision was wrong.

It simply means the decision was made without considering the
larger system.
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This guide is built around a different way of thinking.

Rather than treating retirement as a collection of independent
decisions, it views retirement as an ongoing coordination process
involving four interconnected elements:

Spending — Income — Tax — Investment

The sequence matters.

Spending defines the system.

Income exists to support spending.

Taxes shape the outcomes of income decisions.

Investments support the structure created by the first three.

When viewed through this framework, many retirement ques-
tions begin to look different.

The question is no longer simply whether a Roth conversion
makes sense.

The question becomes how a Roth conversion affects future
taxes, Medicare premiums, required distributions, survivor in-
come, and long-term spending flexibility.

The question is no longer simply when to claim Social Security.

The question becomes how that decision affects portfolio with-
drawals, tax exposure, survivor income, and spending sustain-
ability over time.

The goal is not to make retirement appear more complicated.
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The goal is to make it easier to understand why retirement often
teels complicated in the first place.

Because once the interactions become visible, many decisions
become easier to evaluate.

This guide is not intended to be a comprehensive retirement
manual. It will not attempt to cover every planning strategy, tax
rule, or investment approach.

Instead, it focuses on a single idea:

Retirement decisions feel difficult, not because any one de-
cision is unusually complex, but because spending, income,
taxes, and investments continually influence one another over
time.

The chapters that follow will explore how these interactions
work, why seemingly good decisions can sometimes create un-
expected consequences, and how a coordinated approach can
provide greater clarity when making retirement decisions.

My hope is that by the end of this guide, you will not simply have

answers to a few retirement questions.

More importantly, you will have a different way of thinking about
retirement itself.

Because what many retirees are looking for is not another strategy.

They are trying to understand how all of the pieces fit together.
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—— CHAPTER 1

WHY RETIREMENT
FEELS MORE
COMPLICATED
THAN EXPECTED

Many people spend decades preparing for retirement.

They save diligently. They contribute to retirement accounts.
They pay down debt. They build investment portfolios. They

attend seminars, read books, and meet with advisors.

Retirement often feels like a destination. Work hard, accumulate
enough resources, and eventually you arrive.

Then retirement begins.

And for many people, something unexpected happens.
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The financial questions do not disappear. In many cases, they
become more frequent, more consequential, and more difficult
to evaluate.

Questions that once seemed straightforward suddenly feel
complicated.

When should I claim Social Security?
How much can I safely spend?

Should I convert money to a Roth IRA?
How should my investments change?
What happens if one spouse dies first?
How much should I keep in cash?
Should I help my children financially?
Should I pay off the mortgage?

Many retirees assume retirement feels more complicated because
there are simply more decisions to make.

That is certainly part of the story.
But something else is happening as well.
The risks change.

During working years, many financial risks are buffered by fac-
tors that may no longer exist in retirement.
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Market volatility can often be offset by ongoing contributions
and years of future earnings.

Inflation may increase expenses, but wages frequently rise over
time as well.

Taxes matter, but they often remain secondary to the larger goal
of accumulating assets.

For many workers, the primary financial challenge is reaching
retirement with sufficient resources.

Retirement changes the equation.

Once employment income stops, market declines can affect assets
that may soon be needed for spending.

Inflation directly affects purchasing power without the support
of future wage growth.

Tax decisions become more consequential as withdrawals, Social
Security benefits, investment income, Medicare premiums, and
required minimum distributions begin affecting one another.

And perhaps most importantly, the concern shifts from reaching
retirement to sustaining retirement.

The question is no longer:
“WIilL I get there?”
It becomes:

“How long does this need to last?”
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A retirement that lasts twenty-five or thirty years must navigate
changing markets, changing tax laws, changing spending needs,
and changing family circumstances.

Many retirees discover they are facing a different set of challenges
than the ones they spent decades preparing for.

That reality is what makes retirement feel more complicated than
expected.

RETIREMENT ISN’T ONE DECISION

Before retirement, financial life is largely structured around
accumulation.

You work.

You save.

You invest.

You repeat the process year after year.

Many important decisions are automated. Contributions happen
through payroll deductions. Income arrives predictably. Spending
is supported by employment.

Retirement changes the nature of the problem.

Instead of accumulating assets, retirees begin making decisions
about how those assets will support the rest of their lives.
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The questions become less about building wealth and more about
using wealth.

You are no longer deciding whether to save.

You are deciding how much to spend.

You are deciding which accounts to draw from.
You are deciding when to claim benefits.

You are deciding how much risk to take.

You are deciding how taxes fit into the picture.
The number of decisions increases.

More importantly, the decisions become ongoing.
A Social Security claiming decision may happen once.
But spending decisions occur every year.

Tax decisions occur every year.

Withdrawal decisions occur every year.
Investment decisions occur every year.
Healthcare decisions occur every year.

The result is that retirement becomes less about reaching a finish
line and more about navigating an ongoing series of choices.
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THE ILLUSION OF GETTING IT RIGHT

Many retirees approach retirement with a reasonable goal:
“I just want to make the right decision.”
At first glance, that seems sensible.

Retirement presents a series of important choices, and most peo-
ple want confidence that they are making good ones.

The natural assumption is that each question has a correct answer
waiting to be discovered.

In reality, retirement rarely works that way.
Most retirement decisions involve tradeoffs.

Claiming Social Security later may increase future income but
require spending more from savings today.

A Roth conversion may reduce future taxes while increasing taxes
in the current year.

A more conservative investment portfolio may reduce volatility
while limiting future growth.

A more aggressive portfolio may increase growth potential while
exposing spending plans to greater uncertainty.

The challenge is not simply finding the right answer.
The challenge is understanding which tradeoffs are worth making.

Retirement is not an exam where every question has a single
correct answer.
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It is an ongoing process of making decisions under changing
circumstances.

Markets change.

Tax laws change.

Health changes.
Spending changes.

Family situations change.
The goal is not perfection.

The goal is to make decisions that continue to work reasonably
well as life unfolds.

THE PROBLEM WITH LOOKING AT
DECISIONS INDIVIDUALLY

Most retirement information is organized around individual topics.
Social Security is discussed separately from taxes.
Taxes are discussed separately from investments.

Investments are discussed separately from spending and estate
planning,

Each subject has its own articles, books, calculators, and specialists.

That structure makes information easier to consume.
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It also creates a subtle problem.

Retirement decisions rarely stay confined to a single category.

The Social Security Silo

Most retirees view Social Security as a Social Security decision.
The question becomes:

“When should I claim?”

As aresult, they seek Social Security-specific information. They
compare claiming ages, run breakeven analyses, and use calcula-
tors designed to identify the best claiming strategy.

The focus becomes maximizing a benefit.

Yet a Social Security decision may influence how much needs
to be withdrawn from savings, how much taxable income is
reported, the income available to a surviving spouse, and the
tlexibility available later in retirement.

Despite this, Social Security is often evaluated in isolation.

The Tax Silo

Taxes are frequently treated as a separate planning category.

A retiree may evaluate whether to perform a Roth conversion,
harvest capital gains, make charitable gifts, or withdraw from a
retirement account.
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Each decision appears to be primarily a tax decision.
But taxes often influence much more than a tax return.

A tax decision may affect Medicare premiums, future required
minimum distributions, survivor tax situations, charitable giving
strategies, and future spending flexibility.

Looking only at the immediate tax impact can obscure broader
consequences.

The Investment Silo

Investment decisions are often framed around risk and return.
Should the portfolio be more aggressive?

Should it be more conservative?

Should more assets be held in cash?

These are important questions.

Yet retirees are often surprised to discover that investment deci-
sions cannot be separated from spending needs, income sources,
tax circumstances, and withdrawal requirements.

A portfolio does not exist independently from the retirement it
is intended to support.
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The Estate Planning Silo

Estate planning is often viewed as something separate from re-
tirement planning.

Many retirees think of wills, trusts, beneficiaries, and inheritance
goals as decisions that primarily affect heirs.

In reality, estate decisions can influence gifting strategies, char-
itable intentions, account ownership, survivor planning, and
spending decisions made during retirement.

The distinction between retirement planning and estate planning
is often less clear than it first appears.

WHAT MOST RETIREES ARE ACTUALLY
WORRIED ABOUT

When retirees ask financial questions, they are often seeking
something deeper than a technical answer.

The concern is rarely:

“What is the mathematically best Social Security strategy?”
More often, the concern sounds like this:

“What am I missing?”

That question appears repeatedly because retirees understand
that important decisions can create consequences that are not
immediately obvious.
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They worry about overlooking something important.
They worry about unintended consequences.

They worry about making a decision today that creates problems
years later.

Most retirees have access to more information than ever before.
The challenge is not finding information.

The challenge is knowing which information matters and under-
standing how decisions made in one area may influence outcomes
somewhere else.

That uncertainty creates a persistent fear of making a costly
mistake.

Many retirement decisions cannot easily be undone.
A claiming decision may be permanent.
Years of tax opportunities may disappear if ignored.

A withdrawal strategy may create consequences that only become
visible much later.

Most retirees recognize this intuitively.
The greatest risk is often not a lack of information.
It is overlooking something important.

And that is what makes retirement feel more complicated than
expected.
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Retirement Coordination: A Different Way
to Think About Retirement Decisions

If retirement feels more complicated than expected, it is often
because decisions rarely exist in isolation.

A Social Security decision may affect taxes.

A tax decision may affect future withdrawals.

A spending decision may influence investment choices.

The challenge is not simply making individual decisions.

The challenge is understanding how those decisions fit together.
That idea forms the foundation of retirement coordination.

The chapters that follow explore four areas that influence nearly

every retirement decision:
Spending.

Income.

Taxes.

Investments.

Individually, each area matters.

Together, they shape how retirement functions over time.
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CASE STUDY #1

THE COUPLE WHO THOUGHT THEY
NEEDED BETTER INVESTMENTS

INITIAL CONCERN

“Are we invested correctly?”

David and Susan had recently retired and were increasingly un-
comfortable with their investment portfolio.

Every market decline made them nervous.
Every withdrawal felt significant.

They assumed the solution was to find a better portfolio.

WHAT EMERGED

As we explored their situation, it became clear that the portfolio
was not the primary source of uncertainty.

The larger questions had never been addressed.

*  How much did they actually need to spend?

*  How should retirement income be generated?

*  Which income sources should support essential spending?
*  How should taxes influence withdrawals?

*  What role was the portfolio expected to play?

Help Me Understand What | Might Be Missing | 13



Their uncertainty stemmed less from the investments themselves
than from not understanding how the various retirement deci-
sions fit together.

OUTCOME

Rather than making significant investment changes, we first clar-
ified their spending needs, income structure, and decision-making
preferences.

Once those pieces were coordinated, the role of the portfolio
became much clearer.

Only modest investment changes were needed.

The greatest improvement came from understanding how the
portfolio fit within the broader retirement structure.

LESSON

Many retirees believe uncertainty means there is something
wrong with the portfolio.

Often the portfolio is not the primary issue.

The greater challenge is understanding how spending, income,
taxes, and investments work together.

Sometimes what appears to be an investment problem is actually
a retirement coordination problem.
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Retirement often feels more complicated than expected because
the decisions are connected.

The challenge is not simply making good decisions.
It is understanding how one decision affects another.

Once retirement is viewed this way, an important question
emerges:

Why do seemingly good decisions sometimes create unexpected
problems?

The answer often lies not in the decision itself, but in the effects
that decision creates elsewhere.
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— CHAPTER 2

WHY GOOD
DECISIONS CAN
STILL CREATE
PROBLEMS

Most retirees understand that retirement involves important fi-
nancial decisions.

What often comes as a surprise is that many of those decisions
do not operate independently.

A decision that appears reasonable on its own can create conse-
quences in other areas of retirement that may not become visible
until years later.

This is one reason retirement can feel more complicated than expected.

The challenge is rarely the individual decision.
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The challenge is understanding how that decision affects every-
thing connected to it.

Every Decision Creates Ripple Effects
Retirement decisions rarely affect only one area of your financial life.

A decision that appears to be about Social Security may also affect
taxes, portfolio withdrawals, survivor income, and future flexibility.

A Roth conversion may influence Medicare premiums, future tax
brackets, required minimum distributions, and legacy outcomes.

Understanding these ripple effects is often more important than
evaluating the decision in isolation.

The Decision Ripple Effect.

Retirement decisions rarely stay in one lane. A choice in one area
creates consequences in the others.

What you spend drives
your income needs.

How you create income impacts
taxes and flexibility.

« Higher spending requires more income « Social Security timing affects taxes

« Affects when accounts are tapped  Account withdrawals affect brackets

« Influences investment risk you can take * Income levels impact Medicare premiums

« Impacts taxes and longevity risk « Influences Roth conversion strategy

: A Your Retirement
i y Decisions v

TAXES

Taxes influence what you keep
and what you can do.

Everything is
connected.

Your investment strategy affects
risk, income, and taxes.

* Affects withdrawal timing and amounts « Drives long-term growth and income

« Impacts Roth conversion decisions ‘ « Impacts sequence of returns risk

« Influences capital gain timing I8 « Affects tax efficiency
« Changes over time with income and laws

b 4

« Influences ability to stay on track

KEY TAKEAWAY: Good retirement outcomes come from coordinated decisions,
not isolated choices. Look at the ripples—then make the decision.

Figure 2.1: Decisions involving spending, income, taxes, and investments
often create consequences in other areas of retirement planning.
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Social Security Is Not Just a Claiming Decision

A Social Security claiming decision, for example, is often viewed
as a choice about when to start benefits.

In reality, it can influence far more than monthly income.
Claiming earlier or later may affect:

*  How much needs to be withdrawn from investments

*  The timing and size of Roth conversions

*  Future tax obligations

*  Survivor income after the first spouse dies

 The amount of longevity protection built into the retire-
ment income structure

The decision is not simply about Social Security.

It is also about how Social Security interacts with everything
around it.

The same pattern appears throughout retirement.

Roth Conversions Are Not Just Tax Decisions

Many retirees view Roth conversions as a way to reduce future
taxes.

That may be true.
But conversions can also affect:

*  Medicare premiums
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* Taxation of Social Security benefits

* Taxes on investment income

*  Future required minimum distributions

* The surviving spouse’s future tax situation
* Available cash flow during retirement

A conversion that looks attractive from a long-term tax perspective
may create short-term consequences that deserve consideration.

Again, the issue is not whether the conversion is good or bad.

The issue is understanding what else changes when the conver-
sion occurs.

Spending Decisions Shape Everything Else
Retirees often think of spending as separate from investments.

In practice, spending frequently drives many of the subsequent
decisions.

Spending levels influence:

* Required portfolio withdrawals
*  Cash reserve needs

* Investment allocation decisions
* Income source selection

+ Tax planning opportunities

Two households with identical portfolios can require entirely
different retirement strategies if their spending needs differ.
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This is why spending often serves as the foundation for the rest
of the retirement structure.

The Hidden Cost of Uncoordinated Decisions

Most retirement mistakes are not caused by obviously bad choices.

They often occur because decisions are made one at a time with-
out considering how they interact.

A retiree may claim Social Security based solely on maximizing
benefits.

Another may focus exclusively on reducing taxes through Roth
conversions.

Another may build an investment portfolio without first deter-
mining how retirement income will be generated.

Each decision may be reasonable when viewed independently.
The problem is that retirement does not operate independently.
Retirement functions as a connected system.

When spending, income, taxes, and investments are evaluated
separately, it becomes easy for one decision to unintentionally
create challenges somewhere else.

The result is often frustration.

Retirees feel as though they are making thoughtful decisions, yet
the financial picture still feels difficult to manage.

The reason is simple.
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The individual decisions are not necessarily wrong.

They simply have not been evaluated together.

THE COORDINATION QUESTION

Rather than asking:

“Is this the right decision?”

A more useful question is:

“What does this decision change elsewbhere?”

That question shifts the focus from individual choices to the
interactions between choices.

And that shift is where retirement coordination begins.
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CASE STUDY #2

THE ROTH CONVERSION THAT
WASN'T JUST ABOUT TAXES

A retired couple came to me with what appeared to be a straight-

forward question about Roth conversions. They had accumulated
substantial assets in traditional retirement accounts and wanted
to reduce future Required Minimum Distributions. Like many
retirees, they assumed the answer would come from identifying

the tax bracket they should fill each year.

INITIAL CONCERN

“How much should we convert to a Roth IRA each year?”

WHAT EMERGED

As we worked through the analysis, it became clear that the de-
cision extended well beyond the current year’s tax return.

*  Higher conversion income could increase Medicare pre-
miums in the near term.

* Reducing future tax-deferred balances could lessen the
tax burden on a surviving spouse.

*  Smaller future Required Minimum Distributions could
create greater flexibility later in retirement.

* Future beneficiaries might inherit more tax-efficient
assets.
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The conversation shifted from finding the “right” conversion
amount to understanding the broader consequences of the
decision.

OUTCOME

Rather than focusing solely on filling a particular tax bracket,
the couple evaluated Roth conversions within the context of their
broader retirement structure. The conversion strategy reflected
current taxes, future tax obligations, Medicare considerations,
survivor planning, and family objectives.

LESSON
The Roth conversion was never just about taxes.

One decision affected multiple areas of retirement, each with its
own tradeoffs.

The objective was not to identify a mathematically perfect con-
version amount. It was to understand how the decision fit within
the broader retirement structure before deciding how much to
convert.
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If retirement decisions create ripple effects, the next question is:
Where should the conversation begin?

Many people start with investments.

But investments are intended to support something.

Before deciding how income should be generated, how taxes
should be managed, or how a portfolio should be invested, it
is first necessary to understand what retirement is expected to
support.

That starting point is spending.
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SPENDING:
THE FOUNDATION
OF THE SYSTEM

Most retirement planning starts with assets.

How much have you saved?

How is the portfolio invested?

Will the money last?

Those questions are important.

But they often skip the question that drives everything else:
What is the money intended to support?

Retirement begins with spending,.
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Not because spending is more important than investments, taxes,
or income, but because spending creates the need for all of them.

Without spending, there is no income problem to solve.
Without income needs, there are no withdrawal decisions.
Without withdrawals, many tax decisions never arise.

Spending sits at the foundation of the entire retirement system.

SPENDING CREATES THE NEED
FOR EVERYTHING ELSE

The amount a household spends influences nearly every retire-
ment decision.

Spending helps determine:

*  How much income is required

* When Social Security may be claimed

*  Whether Roth conversions make sense

*  How much liquidity should be maintained

*  How much investment risk may be necessary

Two households with identical portfolios can face very different
retirement outcomes simply because their spending needs differ.

The portfolio alone rarely tells the story.
The spending requirement often does.

Spending influences far more than a household’s monthly budget.
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It affects income decisions, tax decisions, and investment deci-
sions. Rather than viewing these areas separately, it can be helpful
to think of them as parts of a connected system.

Spending

Retirement
Coordination
Framework™

Figure 3.1: Retirement decisions are interconnected, but spending often serves as
the starting point that drives the need for income, tax, and investment decisions.

THE DIFFERENCE BETWEEN REQUIRED
AND DISCRETIONARY SPENDING

Not all spending serves the same purpose.
Some expenses are difficult to avoid.
Housing.

Food.
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Utilities.

Insurance.

Healthcare.

Other spending may be more flexible.
Travel.

Entertainment.

Gifts.

Home projects.

Hobbies.

Understanding the difference helps create flexibility when cir-
cumstances change.

A retiree who knows which expenses are essential and which are
optional often has more choices available when markets, taxes,
or unexpected events create pressure on the system.

SPENDING IS NOT STATIC

Many retirement projections assume spending remains relatively
constant.

Real life rarely works that way.

Travel may increase during the early retirement years.
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Healthcare expenses may increase later.
Inflation affects nearly everything.

Family needs can emerge unexpectedly.
Spending changes because life changes.

That does not mean retirement planning fails.

It simply means retirement decisions require periodic adjustment.

THE GOAL IS UNDERSTANDING,
NOT PREDICTION

Many retirees believe they need to know exactly what they will
spend twenty years from now.

They don't.
The objective is not perfect forecasting.

The objective is to develop a reasonable understanding of spend-
ing needs today while maintaining enough flexibility to adapt as
circumstances evolve.

Retirement is not a spending calculation completed once.

It is an ongoing process of making decisions as life unfolds.
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CASE STUDY #3

THE RETIREES WHO COULD
SPEND MORE

A recently retired couple came to me concerned that they might

outlive their savings. Although their retirement was going well,
they remained reluctant to spend more than the conservative
amount they had established years earlier. They assumed that
increasing spending would place their long-term financial secu-
rity at risk.

INITIAL CONCERN

“We're worried about running out of money.”

WHAT EMERGED

As we reviewed their situation, it became clear that their spend-
ing assumptions had never been revisited.

* Their retirement income sources were stronger than
expected.

* Their portfolio had grown beyond their original
projections.

* Their overall financial position provided substantially
more flexibility than they realized.

*  They were treating a spending decision made years earlier
as though it were permanent.

32 | Mark Sharp, CFP®, RICP®



OUTCOME

Rather than relying on a spending level established at retirement,
they adopted a process for reviewing spending periodically as
circumstances changed.

This gave them greater confidence to spend on travel, family ex-
periences, and other priorities while maintaining an appropriate
margin of safety.

LESSON
The risk is not simply spending too much.
It is failing to revisit spending as circumstances change.

Some retirees discover they are spending more than their re-
sources comfortably support.

Others discover they have been unnecessarily restricting spend-

ing despite having ample flexibility.

In both cases, spending deserves periodic review because it es-
tablishes the objective that the rest of the retirement structure is
designed to support.
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Once spending is understood, the next question becomes:
How will it be supported?
This is where many retirement decisions begin to take shape.

Income provides the connection between spending needs and
financial resources. Social Security, pensions, portfolio with-
drawals, and other assets all work together to support the lifestyle
a retiree wants to maintain.

But income decisions rarely exist in isolation. Claiming Social
Security affects withdrawals. Withdrawal decisions affect taxes.
Taxes influence how long assets may last.

Understanding retirement income is therefore not simply a matter
of identitying income sources. It is a matter of understanding
how those sources work together within the broader retirement
structure.

That is where income planning begins.
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— CHAPTER 4

INCOME:
SUPPORTING THE
SPENDING PLAN

Many retirement discussions begin with income.
How much income can I generate?

How much can I safely withdraw?

Should I delay Social Security?

Should I take more from my portfolio?

These questions are important, but they often start in the wrong

place.
Income is not the goal.

Income serves spending.
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Retirement is not about producing the largest possible income
stream. It is about creating an income structure that supports
the life you want to live while remaining sustainable over

time.

That distinction may seem subtle, but it changes how retirement
decisions are evaluated.

A retiree who spends $80,000 per year does not necessarily need
the same income structure as someone spending $200,000 per
year.

A retiree who values stability may make different decisions than
someone comfortable with greater flexibility.

The objective is not simply to generate income.

The objective is to create an income structure that aligns
with spending needs, personal preferences, and the realities of
retirement.

BUILDING AN INCOME STRUCTURE

Most retirees receive income from several different sources.
These may include:

*  Social Security

*  Pensions

* Portfolio withdrawals
*  (Cash reserves

* Annuities
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 Rental income
*  Business income
*  Other assets

Each source behaves differently.

Some sources are highly predictable. Others are more flexible.
Some are taxable. Others receive different tax treatment. Some
continue for a surviving spouse, while others may not.

Because these income sources operate differently, the challenge is
not simply determining how much income is available.

The challenge is deciding how each source should be used.

For example, reliable income sources such as Social Security and
pensions may help cover essential spending needs. More flexible
sources, such as portfolio withdrawals and cash reserves, may
provide adaptability as circumstances change. Tax characteristics
may influence which sources are used and when.

The goal is not to maximize income.

The goal is to build an income structure that supports spending
needs, preserves flexibility, and helps the various pieces work
together.
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Building a Retirement Income Structure

Income is the bridge between the life you want to live and the resources available to support it.

SOURCES OF RETIREMENT INCOME
IDING PRINCIPLES
( GUARANTEED INCOME
Reliable First Social Security « Pension Income
@ Start with the most reliable

sources to cover essential needs.

la  Flexible Second
E Use flexible sources to fill <

gaps and provide choices.

SPENDING PLAN

ESSENTIAL NEEDS
Covered primarily by reliable
income sources.

TAX-ADVANTAGED INCOME
Traditional IRA/401(k) Withdrawals

TAX-EFFICIENT INCOME ‘
¢ Roth IRA Withdrawals « After-tax Accounts
Tax-aware OTHER INCOME
(Gonéidextfte taxctiaracteristics Part-time Work « Rental Income » Other
\

LIFESTYLE GOALS
Supported by flexible

income sources.

FLEXIBILITY & OPPORTUNITY
Creates room to adapt to
LIQUIDITY & RESERVES life’s changes and pursue
Cash « Savings « Short-term Reserves what matters most.

of each income source.

Ve 3 2

Coordinate

The order, timing, and
interaction matter as much
as the sources themselves.

THE POWER OF INTEGRATION THE GOAL
No single income source is enough on its own. When coordinated A sustainable income structure that provides
thoughtfully, your income sources work together to support today’s security, tomorrow’s flexibility,

your plan, manage risk, and create choices and confidence in the years ahead.

KEY TAKEAWAY: Income planning is not just about maximizing income. It is about structuring income intentionally

to support your spending needs, minimize taxes, and preserve flexibiliy.

Figure 4.1: Illustrates how different income sources can be

coordinated within a retirement income structure.

INCOME FLEXIBILITY MATTERS

Retirement spending rarely follows a straight line.
Unexpected expenses occur.

Travel plans change.

Health needs evolve.

Family circumstances shift.

As a result, a retirement income structure often benefits from

tlexibility.
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Some households prefer a larger portion of their spending to
come from predictable income sources such as Social Security
and pensions.

Others are comfortable relying more heavily on portfolio
withdrawals.

Neither approach is inherently correct.

The appropriate structure depends on the household’s prefer-
ences, resources, and willingness to adapt when circumstances
change.

The goal is not simply to create income.

The goal is to create income in a way that matches how the retiree
wants retirement to function.

UNDERSTANDING INCOME PREFERENCES

One of the most overlooked aspects of retirement planning is that
people experience income differently.

Some retirees feel most comfortable knowing that a large portion
of their spending is covered by dependable income that arrives
every month, regardless of market conditions.

Others are comfortable relying on investment accounts and ad-
justing withdrawals as circumstances change.

Some value stability.

Others value flexibility.
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Some prefer to spend from income and preserve investments
whenever possible.

Others view their portfolio as an active source of retirement
income.

These preferences are neither right nor wrong.
They simply reflect different ways people approach uncertainty.

Understanding these tendencies can be just as important as un-
derstanding account balances or tax projections.

The same retirement resources can often be structured in mul-
tiple ways.

The structure that works best is frequently the one that aligns
not only with the numbers but also with how the retiree prefers
to make decisions and respond to changing circumstances.

When income preferences are understood, income decisions be-
come easier to evaluate.

The focus shifts from generating the highest possible income to
building an income structure that supports spending in a way the
retiree can comfortably maintain over time.
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COORDINATING MULTIPLE INCOME SOURCES

Income decisions rarely affect income alone.
A Social Security claiming decision may influence:

e Taxes
e Portfolio withdrawals
e Survivor income

* Roth conversion opportunities
A pension election may influence:

*  Survivor benefits
*  Portfolio risk
*  Required withdrawal needs

A withdrawal strategy may influence:

e Tax brackets
*  Medicare premiums
* Future account balances

What appears to be a simple income decision often creates con-
sequences elsewhere.

This is one reason retirement decisions can feel more complicated
than expected.

The income question is rarely just an income question.

It is usually a coordination question.
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THE REAL QUESTION

Many retirees ask:
“Where should my income come from?”
A more useful question is:

“How should my income sources work together to support spend-
ing over time?”

That shift changes the conversation.

Instead of evaluating each income source separately, retirees be-
gin evaluating how the entire structure functions together.

That is where coordination begins.
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CASE STUDY #4

THE SOCIAL SECURITY DECISION
THAT CHANGED EVERYTHING

A couple approaching retirement came with what seemed like

a straightforward question about when to begin Social Security
benefits. Like many retirees, they expected the answer to come
from comparing claiming ages and projected monthly benefits.
As the discussion continued, it became clear that the decision
involved much more than choosing a claiming date.

INITIAL CONCERN

“Should we claim Social Security now or delay?”

WHAT EMERGED

As we explored the decision, several broader considerations
emerged.

* Delaying benefits would create additional years for Roth
conversions.

* It would affect how portfolio withdrawals were funded
during the early years of retirement.

* It would increase reliable income later in life.

* It would strengthen survivor income if one spouse died
first.

*  Most importantly, the couple realized they preferred
having a larger portion of their spending supported by
dependable income rather than relying as heavily on port-
tolio withdrawals.
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OUTCOME

The discussion shifted from maximizing a Social Security ben-
efit to designing an income structure that reflected the couple’s
preferences and retirement goals.

The claiming decision became one component of a broader
strategy that coordinated reliable income, portfolio withdrawals,
taxes, and survivor protection.

LESSON
Social Security decisions rarely stand alone.

They often influence taxes, withdrawals, survivor income, and
tuture flexibility.

More importantly, they help clarify how retirees want their in-
come structure to function.

The goal is not simply to maximize a benefit. It is to build an
income structure that supports spending in a way the retiree can
confidently maintain over time.
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Building an income structure is only part of the challenge.

How much income is received often matters just as much as how

income is generated.

Two retirees may spend the same amount and receive the same
total income, yet experience very different tax outcomes depend-
ing on where that income comes from and when it is received.

Social Security decisions can affect taxation.
Portfolio withdrawals can affect taxation.

Roth conversions can affect taxation.

Required minimum distributions can affect taxation.

Over time, taxes become one of the primary constraints that
influence how retirement income decisions unfold.

That does not mean every decision should be driven by taxes.

It does mean that taxes are often woven into decisions that ini-
tially appear unrelated to taxes at all.

Understanding how taxes interact with spending and income is
the next step in understanding retirement coordination.
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TAXES:

THE CONSTRAINT
MOST PEOPLE
UNDERESTIMATE

Many retirees think about taxes as an annual event.

A tax return gets prepared. A payment is made, or a refund is
received. Then attention shifts to other matters until the follow-
ing year.

That approach often works during working years because income
is relatively predictable. Wages arrive. Taxes are withheld. The
system largely operates in the background.

Retirement changes that dynamic.
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Many of the most important retirement decisions influence taxes
not only this year, but for years or even decades into the future.

A withdrawal today may affect future Required Minimum
Distributions.

A Roth conversion may affect future tax brackets.

A Social Security decision may influence the taxation of future
income.

Charitable giving decisions may alter both current and future tax
outcomes.

The challenge is not simply reducing taxes this year.

The challenge is understanding how today’s decisions influence
tomorrow’s opportunities and constraints.

That is why taxes occupy a unique position within the retirement
coordination framework.

Spending determines the objective.

Income supports spending.

Taxes create constraints.

Investments support the structure built around those constraints.

Taxes are often where coordination either succeeds or breaks
down.
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TAXES ARE NOT JUST ABOUT THIS YEAR

Many retirement tax decisions are really timing decisions.
The question is not whether taxes will be paid.
The question is when they will be paid and by whom.

A retiree may voluntarily recognize income today through a Roth
conversion.

Or they may postpone recognition and face larger Required
Minimum Distributions later.

Neither choice is automatically correct.

The answer depends on what the broader retirement picture

looks like.
The same principle applies to many retirement tax decisions.
Sometimes paying more taxes today may reduce taxes later.

Sometimes reducing taxes today may create larger tax obligations
in the future.

Without considering the full timeline, it is easy to solve the
wrong problem.
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THE RETIREMENT TAX TIMELINE

Many retirees think about taxes one year at a time.
Retirement often requires a longer perspective.

The opportunities available during the first years of retirement
may be very different from those available later.

A useful way to think about retirement taxes is as a timeline
rather than an annual event.

THE RETIREMENT TAX TIMELINE

Tax opportunities and considerations evolve throughout retirement.

e O 2]

RETIREMENT EARLY RETIREMENT RMD YEARS SURVIVOR YEARS
BEGINS YEARS (Higher Forced Income) (Single Filer Years)
(Lower Income Years)

S S
o > O ® >Q
EARLY RETIREMENT YEARS RMD YEARS SURVIVOR YEARS

* Lower taxable income * Required Minimum « Single filer tax brackets
may create opportunities. Distributions begin are less favorable

* Roth conversion R_MD * Higher taxable income Higher taxable income
opportunities — @ levels concentration

Social Security more

* Capital gain likely to be taxed . Ong9lng RMDs
management + IRMAA (Medicare continue
* More flexibility to premium) impact * Legacy and estate
manage tax brackets « Less flexibility for planning become
tax planning more prominent
Goal: Take advantage of lower Goal: Manage unavoidable income Goal: Protect income, manage
income years to reduce future increases and minimize the impact tax exposure, and support an
taxes and build tax efficiency. on taxes and Medicare premiums. intentional legacy.

KEY TAKEAWAY: Tax planning in retirement is not a one-year decision. Strategies that work well in one phase
may not be ideal in another. A long-term view helps create more opportunities and fewer surprises.

Figure 5.1: Income sources must be coordinated to support spending needs
while balancing taxes, flexibility, and long-term sustainability.
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Early Retirement Years

For many retirees, the years immediately following retirement
create a unique planning window.

Employment income may have ended.

Social Security may not yet have started.

Required Minimum Distributions may still be years away.
As a result, taxable income can temporarily decline.

Those years often create opportunities that may never return.
The question is not simply how little tax can be paid.

The question is whether those years should be used to reposition
tuture income and tax obligations.

RMD Years

Eventually, Required Minimum Distributions begin.

The flexibility available during earlier years often becomes more
limited.

Taxable income may increase.
Social Security may already be in place.

Pensions may be producing income.
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Additional withdrawals may become less discretionary.

Decisions that could have been made earlier may no longer be
available.

This is why many retirement tax decisions need to be evaluated
long before Required Minimum Distributions begin.

Survivor Years

Perhaps the most overlooked phase occurs after the first spouse
dies.

A surviving spouse often continues to receive many of the same
assets.

But they may lose one Social Security benefit.
They may lose a pension payment.
And they move from married filing jointly to single filing status.

The result is often a modest decrease in taxable income relative
to available tax brackets.

The tax return may become substantially less favorable even
though household expenses have not declined proportionately.

This possibility frequently receives less attention than it
deserves.
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The Survivor Tax Problem

When one spouse passes away, the surviving spouse often faces higher taxes
because tax brackets shrink while income needs often remain the same.

During retirement, a couple may
structure income and tax planning
based on two tax returns.

When one spouse passes away:
+ The household becomes a single filer
« Tax brackets shrink significantly

* Many deductions and credits are
reduced or eliminated

+ Income sources often remain the same

@ THE SITUATION

G THE IMPACT

The same income can push the
surviving spouse into higher
tax brackets.

Higher income taxes
More income is taxed
at higher rates.

Higher Medicare premiums
IRMAA surcharges may increase
significantly.

» B =

Loss of tax benefits

may be reduced o lost.

Deductions, credits, and exemptions.

available for living and Iegacy goals.

Less income retained
More taxes paid means less income

5

Thoughtful planning before and after the
loss of a spouse can help reduce the tax
impact and preserve more income.

L Plan ahead
. Proactive tax planning can reduce the
shock of moving to single filing status.

Manage income levels
Adjust withdrawals and conversions to
help control taxable income.

Use flexible income sources
Rely on a mix of taxable, tax-deferred,
and tax-free sources.

Q6

Coordinate with survivor in mind
)  Build a plan that supports the surviving

Be

@ STRATEGIC SOLUTIONS

spouse’s long-term financial independence. |

EXAMPLE: SAME INCOME, DIFFERENT TAX OUTCOME

° Married Filing Jointly Singl
MW  Tcble Income: Estimated Federal Tax: VS. . Taxable Income:
$120,000 $14,510 $120,000

le

Estimated Federal Tax:

$24,130

That difference of $9,620 is
money that could be used to
support lifestyle, healthcare,
or legacy goals.

KEY TAKEAWAY: The death of a spouse often creates a tax cliff. Planning ahead can help soften the impact,

reduce unnecessary taxes, and provide greater financial security for the surviving spouse.

Figure 5.2: The surviving spouse may face higher taxes even
when household income changes little after the first death.

COMMON TAX COORDINATION DECISIONS

Many retirement decisions appear to be tax questions.

In reality, they often involve much more than taxes.

Roth Conversions

Most discussions begin with a familiar question:

“How much should we convert?”

That is rarely the most important question.

A better question is:

“What future problem are we trying to solve?”
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Reducing future Required Minimum Distributions.
Creating tax-free assets.

Providing flexibility later in retirement.

Managing future survivor tax exposure.

The conversion amount is often a consequence of those goals
rather than the starting point.

Charitable Giving

Charitable giving can influence retirement planning in several
ways.

Qualified Charitable Distributions may reduce taxable income.
Appreciated assets may be more tax-efficient than cash gifts.

The timing and source of charitable gifts can affect the broader

retirement picture.

The charitable decision and the tax decision are often connected.

Asset Location

Not all assets are taxed the same way.

Some assets generate taxable income annually.
Others defer taxation.

Others may ultimately avoid taxation altogether.
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Determining which assets belong in which accounts can influ-
ence future tax outcomes, spending flexibility, and withdrawal
strategies.

Again, the question is not simply investment management.

It is coordination.

IRMAA

Many retirees discover Medicare premium surcharges only after
they occur.

A Roth conversion.

A large capital gain.

A one-time income event.

Each can increase Medicare premiums later.

That does not necessarily mean the decision was wrong.

The key is understanding the tradeoft before making the decision.

TIRMAA is often a coordination issue rather than a tax issue.

THE SURVIVOR TAX PROBLEM

One of the most overlooked retirement risks is not market volatility.

It is the tax return of the surviving spouse.
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Many retirement plans are built around a married couple.
Many tax projections assume married filing jointly.

Many income decisions are evaluated using joint tax brackets.
Eventually, one spouse is likely to outlive the other.

When that happens, the tax system changes.

The surviving spouse may inherit retirement accounts.
Required Minimum Distributions continue.

Investment income continues.

Yet the available tax brackets become significantly smaller.

Income that once fit comfortably within a joint return may now
be taxed at higher rates.

The result is often a tax problem that was created years earlier
but only becomes visible later.

This is why many retirement tax decisions should be evaluated
through two perspectives:

What happens while both spouses are alive?
What happens after one spouse dies?

The answers are often very different.
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CASE STUDY #5

THE TAX PROBLEM THAT
HADN'T HAPPENED YET

A retired couple came to me wanting to review their current tax

return. They assumed the discussion would focus on finding
opportunities to reduce this year’s taxes. As we looked beyond
the current return, it became clear that a much larger issue was
waliting several years in the future.

INITIAL CONCERN

“Were there opportunities to reduce our taxes this year?”

WHAT EMERGED

As we projected their retirement over time, several future tax
issues became apparent.

* Large traditional retirement account balances would
eventually generate significant Required Minimum
Distributions.

*  One Social Security benefit would likely disappear after
the first spouse died.

* The surviving spouse would move from married filing
jointly to single filing status.

*  Future taxable income could remain relatively high while
available tax brackets became much smaller.
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The greatest tax challenge was not on the current year’s return. It
was the higher tax burden the surviving spouse could face years
later.

OUTCOME

The discussion shifted from reducing this year’s taxes to evaluat-
ing decisions that could lessen future tax pressure.

Current tax decisions were considered in light of their long-term
impact on Required Minimum Distributions, survivor taxation,
and future flexibility.

LESSON

Looking ahead often matters more than focusing exclusively on
the current tax return.

Some of the most important retirement tax problems have not

happened yet.

Understanding the retirement tax timeline allows today’s deci-
sions to be evaluated in the context of tomorrow’s opportunities
and constraints.
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The challenge, however, is that taxes still do not operate
independently.

A Roth conversion affects taxes, but it also changes future
withdrawals.

A Social Security decision affects taxes, but it also influences
income security and survivor protection.

Even spending decisions can alter future tax outcomes.

Taxes are an important constraint, but they are still only one part
of the system.

Which brings us to the final component of retirement
coordination.

Investments.

Many retirees assume investments sit at the center of retirement
planning. In reality, investments are often asked to support deci-
sions that have already been made elsewhere.

The portfolio matters.
But its role may be different than most people expect.

In the next chapter, we will examine how investments fit within
the broader retirement structure—and why managing retirement
risk often starts long before selecting an investment allocation.
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INVESTMENTS:
SUPPORTING THE
STRUCTURE

For many people, retirement planning has always been about
investments.

For decades, the focus has been on accumulating assets.
Contributions are made. Account balances grow. Investment
returns are tracked. Retirement success often seems to depend
on building the largest portfolio possible.

It is understandable, then, that many retirees view the investment
portfolio as the foundation of retirement.

Within this framework, however, investments occupy a different role.

By the time investment decisions are made, the more fundamen-
tal questions have already been addressed.
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How much spending will retirement require?
Which income sources will support that spending?
How should taxes be managed over time?

Only after those questions have been answered can we determine
what the portfolio actually needs to accomplish.

This sequence is intentional.

The purpose of the portfolio is not to define the retirement plan.
Its purpose is to support it.

Most investment conversations begin with questions like these:
‘How should my portfolio be invested?”

“‘How much should I have in stocks?”

“Should I become more conservative now that I'm retired?”

They are reasonable questions.

But they assume the investment portfolio exists independently
from the rest of retirement.

It doesn't.
The portfolio exists to support something larger.
It supports spending.

It supports the income structure.
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It supports tax decisions.
It provides flexibility when circumstances change.

Without understanding those responsibilities first, there is no
meaningful way to decide how the portfolio should be invested.

The better question is not:

“Is this a good portfolio?”

The better question is:

Is this portfolio supporting the retirement it was designed to support?”
That distinction changes the conversation.

Instead of evaluating investments in isolation, we assess them by
the role they play within the retirement income structure.

THE PORTFOLIO’S JOB COMES
BEFORE ITS ALLOCATION

Many people assume the first step in portfolio design is selecting
an asset allocation.

Should it be 60 percent stocks?
50 percent?

More international?

More bonds?
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Those decisions certainly matter.
But they are not the first decisions.

Before deciding how to invest a portfolio, it is helpful to under-
stand what the portfolio is expected to accomplish.

For example:

*  How much annual spending will the portfolio need to
support?

*  How much spending is already covered by Social Security
or pensions?

*  How much flexibility exists if markets decline?

»  Will Roth conversions be an important part of the long-
term tax strategy?

*  How much cash or short-term liquidity should be available?

* Is the primary objective long-term growth, dependable
income, preserving purchasing power, or some combina-
tion of these?

Until these questions are answered, there is no reliable way to
determine whether one investment strategy is more appropriate
than another.

The retirement structure determines the portfolio’s responsibilities.
Those responsibilities, in turn, guide the investment allocation.
The allocation is not the starting point.

It is the result.

In other words, we don’t allocate the portfolio first. We allocate
the portfolio’s responsibilities first.
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EVERY RETIREMENT RESOURCE
HAS A RESPONSIBILITY

Retirement portfolios are often viewed as a single pool of money
with a single objective.

In reality, they rarely serve just one purpose.

Different portions of the portfolio are often expected to perform
very different jobs.

Some assets may be needed within the next few years to help

support spending.
Others may provide flexibility if markets decline.

Some may remain invested for decades to preserve purchasing
power.

Others may ultimately support children, grandchildren, or char-
itable goals.

Although these assets appear together on the same account state-
ment, they are not solving the same problem.

That distinction matters.

When every dollar is invested with the same objective, the port-
folio may take more risk than necessary in some areas and less
risk than appropriate in others.

A more useful approach is to begin by identifying each portion’s
responsibility.
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Only then do investment decisions begin to make sense.

Every retirement resource should be invested according to its
responsibility—not simply for its highest expected return.

This represents a different way of thinking about portfolio design.

Rather than beginning with an asset allocation and asking re-
tirement to fit around it, we begin by asking what each portion
of the portfolio is expected to accomplish.

Once those responsibilities are defined, the investment alloca-
tion becomes a natural consequence of the retirement income
structure.

The portfolio is no longer just a collection of investments.

It becomes a collection of responsibilities.

Portfolio Responsibilities

Different portions of a retirement portfolio often serve different purposes.
Investments are aligned with the responsibility each portion of the portfolio is expected to fulfill.

NEAR-TERM SPENDING INCOME FLEXIBILITY LONG-TERM GROWTH LEGACY GOALS
. 1+
=2 = 1]
J ull

Support spending Provide reserves for Preserve purchasing Support assets intended
over the next changing needs and power for future for heirs or charitable
several years. market downturns. spending. giving.

These assets may be needed These assets provide options These assets have time These assets may not be
soon and should be invested and confidence to respond to grow and are invested needed during your lifetime
to prioritize stability and without disrupting your with a focus on long-term and can be invested with

readily available access. long-term plan. growth and inflation i along i

THE PRINCIPLE | THE PURPOSE
Aretirement portfolio s rarely one pool of money with one objective. | Aligning investments with responsibilities helps create
Different portions often serve different responsiviltis, and each | a retirement income structure that supports today’s

responsibility may call for a different investment approach. needs, tomorrow’s flexibility, and long-term confidence.

Portfolio design begins by defining responsibilities, not selecting investments.
KEY TAKEAWAY  Once each retirement resource has a clear purpose, the investment allocation becomes a

natural consequence of the retirement income structure.

Figure 6.1: Illustrates how different retirement resources can
serve different responsibilities, with investments aligned fo those
responsibilities rather than a predetermined asset allocation.
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Example: Two Retirees, Similar
Portfolios, Different Responsibilities

Imagine two retirees.
Both have a $2 million investment portfolio.
On paper, their portfolios appear nearly identical.

The first retiree receives enough income from Social Security and
a pension to cover nearly all ongoing spending.

Their portfolio is expected to preserve purchasing power, pro-
vide flexibility for unexpected expenses, and support future
generations.

The second retiree has no pension.

Their portfolio must provide approximately $120,000 of annual
spending throughout retirement.

They also expect to complete Roth conversions over the next de-
cade and prefer maintaining several years of spending in readily
available reserves.

Should these two retirees have the same investment strategy?
Probably not.

Not because one portfolio is larger.

Not because one investor is more comfortable with risk.

But because the portfolios have different responsibilities.
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The first portfolio is primarily supporting long-term growth and
tuture flexibility.

The second must also support ongoing withdrawals, provide
liquidity during market declines, and accommodate an evolving
tax strategy.

The investment allocation follows from those responsibilities.
It is not determined by the portfolio balance alone.

"Two households with identical investment portfolios may require
very different allocations because the portfolios are being asked
to accomplish different things.

Those differences only become clear after spending needs, in-
come sources, tax considerations, and personal preferences have
been evaluated.

Only then can investments be aligned to support the retirement
structure rather than define it.

ALIGNING INVESTMENTS WITH
THEIR RESPONSIBILITIES

Once the portfolio’s responsibilities have been identified, invest-
ment decisions become much easier to evaluate.

Rather than asking how the entire portfolio should be invested,
we can ask a more useful question:
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What does each portion of the port-
folio need to accomplish?

Some retirement resources may be expected to support spending
over the next several years.

Because those assets may be needed soon, stability and liquidity
often become more important than pursuing higher long-term
returns.

Other resources may not be needed for ten, twenty, or even thirty
years.

Those assets have time to recover from periods of market vola-
tility and may be invested with a greater emphasis on long-term
growth.

Still others may exist primarily to provide flexibility.

Maintaining readily available reserves can allow retirees to re-
spond to unexpected expenses, changing spending needs, or peri-
ods of market decline without disrupting the rest of the portfolio.

Some resources may ultimately be intended for children, grand-
children, or charitable organizations.

Because they may never be needed to support retirement spend-
ing, they can often be invested with a much longer time horizon.

Each responsibility calls for a different investment approach.

The objective is not to pursue the highest expected return for
every retirement resource.
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The objective is to match each retirement resource with the role
it is expected to perform.

When viewed this way, investment allocation becomes less about
finding the “right” percentage in stocks or bonds and more about
ensuring each portion of the portfolio is capable of fulfilling its
responsibility.

The allocation becomes the result of the retirement income struc-
ture rather than the starting point.

Responsibilities influence not only how retirement resources are
invested, but also where they are invested. Assets expected to
support near-term spending, long-term growth, Roth conver-
sions, or legacy goals may be better suited to different types of
accounts. Because investment and tax decisions are closely con-
nected, aligning investments with both their responsibilities and
their tax characteristics helps the entire retirement structure work
more effectively over time.

RESPONSIBILITIES ALSO SHAPE RISK

When most people think about investment risk, they think about
market volatility.

Retirement introduces additional risks that can be equally
important.

Which risks matter most depends on the responsibility each
portion of the portfolio is expected to fulfill.
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A reserve intended to support spending over the next few years
faces different risks than assets expected to remain invested for
decades.

Likewise, resources supporting future Roth conversions may be
managed differently than assets intended for long-term legacy
goals.

Understanding these responsibilities helps place several retire-
ment risks into context.

Spending Risk

Retirement spending rarely remains constant.
Healthcare expenses may increase.

Travel may expand or decline.

Family priorities may change.

Unexpected expenses inevitably arise.

A portfolio that clearly separates near-term spending from long-
term investments is often better positioned to adapt without
requiring major changes during periods of market uncertainty.

Tax Risk

Taxes influence how retirement resources are used throughout
retirement.
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Withdrawals, Roth conversions, required minimum distribu-
tions, and survivor taxation all affect how different accounts are
accessed over time.

Because investment accounts are taxed differently, the portfolio
should support—not complicate—the overall tax strategy.

Sequence Risk

Sequence risk occurs when poor market returns coincide with
portfolio withdrawals early in retirement.

While investment allocation plays a role, sequence risk is influ-
enced by much more than investment returns.

Reliable income sources, spending flexibility, cash reserves,
and withdrawal strategies all contribute to how sequence risk is
experienced.

Separating responsibilities within the portfolio can help provide
greater flexibility during periods of market stress.

Behavioral Risk
Perhaps the most overlooked risk is behavioral.

Even a well-designed portfolio may fail if it is inconsistent with
how someone responds to uncertainty.

Some retirees sleep better knowing several years of spending are
readily available regardless of market conditions.

72 | Mark Sharp, CFP®, RICP®



Others are comfortable accepting greater short-term fluctuations
in exchange for higher expected long-term growth.

Neither preference is inherently right or wrong,.

The objective is to build an investment structure that supports
both the financial requirements of retirement and the retiree’s
ability to remain confident in the decisions they have made.
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CASE STUDY #6

THE PORTFOLIO THAT
DIDN’T NEED FIXING

A recently retired couple sought a second opinion on their in-

vestments. They were concerned that their portfolio had become
too conservative and wondered whether stronger returns were
necessary to support retirement.

They expected the discussion to focus on asset allocation and
investment selection.

INITIAL CONCERN

“Is our portfolio invested appropriately for retirement?”

WHAT EMERGED

As we reviewed their retirement, it became clear that the portfo-
lio itself was not the primary issue.

They had never clearly defined what each portion of their retire-
ment resources was expected to accomplish.

Some assets were intended to support spending during the first
several years of retirement.

Others would likely remain invested for decades.

Still others were being held simply because they had always

owned them.
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Everything had been invested as though it served the same
purpose.

It didn't.

Once spending needs, income sources, tax planning opportuni-
ties, and personal preferences were clarified, the responsibilities
of the portfolio became much easier to define.

Only then did it make sense to evaluate the investments.

OUTCOME
Very little about the investment allocation ultimately changed.

What changed was not the portfolio itself, but the understanding
of what each portion of the portfolio was expected to accomplish.

The couple gained confidence because each portion of the port-
folio now had a clearly defined responsibility.

Near-term spending was supported by appropriate resources.
Long-term assets could remain invested for long-term growth.
Cash reserves had a defined purpose.

Rather than worrying about every market movement, they un-
derstood which assets were intended to support today’s spending
and which were intended to support the years ahead.

LESSON

The investment allocation was never the real question.
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The more important question was:
What responsibilities did the portfolio need to fulfill?

Once those responsibilities became clear, the investment deci-
sions largely followed.

The allocation became the result of the retirement structure
rather than the starting point.

INVESTMENTS COMPLETE THE FRAMEWORK

This book has presented retirement as a sequence of connected
decisions.

Spending. Income. Taxes. Investments.
Each builds upon the one before it.

Spending establishes the objective. Income supports spending.
Taxes shape the choices available over time. Investments are then
aligned to support the responsibilities created by the retirement
income structure.

This sequence does not diminish the importance of investing. It
places investing in its proper role. The portfolio exists to support
retirement—not to define it.

When retirees understand this distinction, the conversation shifts
from asking,

“What allocation should I have?”

to asking,

76 | Mark Sharp, CFP®, RICP®



“What responsibilities does my portfolio have?”

Once those responsibilities are understood, the investment allo-
cation becomes a natural consequence of the retirement income
structure.

Viewed individually, each area can seem manageable. Viewed
together, they reveal that retirement is not a series of separate
decisions, but a connected system in which one choice often
influences the next.

The challenge facing most retirees is not a lack of information. It
is understanding how those decisions interact over time.

That brings us back to the question that began this book:
“What might 1 be missing?”

The answer is often not found in any single decision, but in how
those decisions continue to work together as retirement unfolds.

The final chapter explores why retirement is not a one-time
event, but an ongoing process of revisiting and coordinating these
decisions as circumstances change.
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—— CHAPTER 7

RETIREMENT
IS AN ONGOING
COORDINATION
PROCESS

Throughout this book, we have explored four areas that influence

nearly every retirement decision:
* Spending
* Income

e Taxes
¢ Investments

We have also explored a simple but powerful idea:

Retirement decisions rarely exist in isolation.
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A decision in one area often creates consequences somewhere
else.

A spending decision may influence withdrawals.

A withdrawal decision may influence taxes.

A tax decision may influence Social Security timing.
An income decision may influence investment structure.

Understanding those connections is often more important than
finding the “perfect” answer to any individual question.

This is why retirement can feel more complicated than expected.
The challenge is rarely a lack of information.

The challenge is understanding how the pieces fit together.

WHY RETIREMENT IS NEVER “FINISHED”

Many people enter retirement believing that once the major de-
cisions are made, the planning work will largely be complete.

The reality is usually different.
Retirement is not a project with a finish line.

It is a period of life that may last twenty, thirty, or even forty
years.

During that time, circumstances change.
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Markets change.

Tax laws change.

Health changes.

Family situations change.
Personal priorities change.

The decisions that seemed appropriate at age 65 may require
adjustment at age 75 or age 85.

The objective is not to create a permanent solution.

The objective is to maintain a structure that can adapt as circum-
stances evolve.

THE ANNUAL RHYTHM

Most retirement decisions do not require constant attention.
They do, however, benefit from periodic review.

A useful retirement process often follows a simple annual rhythm.
Retirement is not a one-time decision.

It is an ongoing process of coordinating spending, income, taxes,
and investments as circumstances change.

The goal is not to continually redesign the plan. The goal is to
periodically confirm that the pieces still fit together.
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Spending Income

Define goals Build a reliable

=l and priorities income structure 2
-
v

Retirement
Coordination
Framework™

An ongoing process
of coordinated
decisions

Investments Taxes
Align investments Coordinate tax
to support the decisions and
income structure preserve
opportunities

Figure 7.1: Spending, income, taxes, and investments must be
coordinated continuously as circumstances evolve over time.

Spending

Has spending changed?

Are current spending patterns consistent with priorities?
Have new goals emerged?

Have health, travel, family, or lifestyle needs changed?
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Income

Are income sources still supporting spending needs?

Should withdrawals be adjusted?

Have Social Security, pensions, or other income sources changed?

Is there sufficient flexibility to adapt if circumstances change?

Taxes

Are there opportunities to improve future tax outcomes?
Should Roth conversions be considered?

Have tax brackets changed?

Are future RMDs becoming a concern?

Has the survivor tax picture changed?

Investments

Do the portfolio’s responsibilities still reflect the household’s

current retirement needs?
Does the investment allocation still align with those responsibilities?

Are liquidity reserves still appropriate?
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Have changes in spending, income, or taxes created new invest-
ment responsibilities?

These reviews are rarely about making dramatic changes.

More often, they involve ensuring that the portfolio continues to
support the retirement income structure as circumstances evolve.

WHAT CHANGES OVER TIME

Retirement unfolds in an environment of uncertainty.

No one knows exactly what future markets will do.

No one knows what Congress may change.

No one knows how health circumstances will evolve.

No one knows what family needs may arise years from now.
Uncertainty is unavoidable.

But uncertainty does not mean decisions cannot be made

thoughtfully.
It simply means decisions must be made with flexibility.
A good retirement structure does not require perfect predictions.

It allows room for adaptation when reality differs from
expectations.
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DECISION-MAKING UNDER UNCERTAINTY

Many retirees worry about making a mistake.

They worry about choosing the wrong Social Security strategy.
The wrong withdrawal strategy.

The wrong investment allocation.

The wrong tax decision.

But retirement success rarely depends on making every decision

perfectly.

More often, it depends on recognizing when adjustments are

needed and responding appropriately.

The most effective retirement decisions are usually not isolated
moments of brilliance.

They are the result of ongoing observation, coordination, and
adjustment.

THE GOAL IS NOT PERFECTION

Many people search for certainty.
They want confirmation that every decision is correct.
Retirement rarely offers that level of certainty.

There are too many variables.
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Too many unknowns.

Too many future events that cannot be predicted.
The goal is not perfection.

The goal is thoughtful coordination.

The goal is understanding how spending, income, taxes, and
investments influence one another.

The goal is making decisions with awareness of the tradeoffs
involved.

The goal is creating a structure that can adapt as retirement

unfolds.
Because retirement is not a single decision.
Itis an ongoing coordination process.

And the people who navigate it most successfully are often not
those who find the perfect answer.

They are the people who continue asking the right questions.
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——— CONCLUSION

WHAT YOU MIGHT
BE MISSING

Most retirement questions appear to be about a specific decision.
When should I claim Social Security?

How much can I spend?

Should I do a Roth conversion?

How should I invest?

But retirement is rarely about any one decision in isolation.
Spending influences income.

Income influences taxes.

Taxes influence investments.
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And each decision creates consequences that may not become
visible until years later.

The challenge is rarely finding an answer.

The challenge is understanding how that answer affects every-
thing else.

That is why retirement often feels more complicated than
expected.

And it may be the most important thing retirees are really asking

when they say:
“Help me understand what I might be missing.”
What they are often seeking is not another answer.

They are seeking a clearer understanding of how the pieces fit
together.

Because retirement is not a single decision.

It is an ongoing coordination process.
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IF YOU’D LIKE HELP APPLYING
THIS FRAMEWORK

Every retirement situation is different, but the questions are often

similar.

How do spending, income, taxes, and investments fit together?
What opportunities might exist today?

What risks may emerge later?

Which decisions deserve attention now, and which can wait?

The goal is not to create a one-time answer, but to help coor-
dinate retirement decisions as circumstances change over time.

If you'd like help evaluating these questions within your own
retirement structure, I'd be happy to have a conversation.

Mark Sharp, CFP®, RICP®
Mark Sharp Retirement

marksharpretirement.com

hello@marksharpretirement.com
800-622-1045

Let’s Continue the Conversation
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