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There are many milestones in your life where little tweaks to your
overall financial plan are important. Your early 60s is one of those
times. While this post is not going to address all facets of your financial
plan, it will focus on the income planning you will want to do in your
early 60s so you can take full advantage of all of your financial
resources.

Start with an Income Projection

Armed with an estimate of your current and future spending, it is now
time to project how much income will be available to you when you
need it. This may include a pension, Social Security, part-time work, and
investments. Anything that generates income to you should be
included. And, at what age you can count on this income.

Social Security

The big elephant in the room – “when should you take Social Security?”
Everyone’s situation is different, so include your financial advisor
and/or tax professional in this decision making process. While for some
it may make sense to start this income sooner, others will get the
highest benefit by waiting. Just make sure you know what you are giving
up taking it early, as well as by postponing. Also make sure you know the
tax ramifications of your decision because once you make it, its difficult
if not impossible to undo.



Health Insurance Subsidies

If you are planning to retire before age 65, you will need a plan for health
insurance. While you may have the luxury of being added as a dependent
on your spouse’s health coverage, not everyone does, or it may be too
expensive to consider. As part of your income planning, you may be able
to structure your income to take advantage of premium tax credits
available on the Health Insurance Marketplace until such time as you
qualify for Medicare. 

In Illinois, for example, you may qualify for reduced health insurance
premiums if your annual income is under $54,360 (single) or $73,240
(joint). And you may qualify for lower premiums, deductibles, and co-
pays if your income is below $33,975 (single) and $45,775 (joint). 

*Source: www.healthcare.gov

Watch out for IRMAA

No, I’m not talking about your favorite Aunt Irma. I’m talking about the
income penalty Medicare assesses on your monthly premiums if your
income exceeds certain levels. And in 2023, that first level is $97,000 if
you are single and $194,000 if you are married filing a joint tax return.
While those numbers might seem high, here are key points to know
about IRMAA:



Key points to know about IRMAA:

1) It is a 2-year look back (i.e. in 2023 Medicare will look at your 2021 tax
return).
2) It is based on your Modified Adjusted Gross Income from your return.
3) There are a limited number of exceptions to avoid the penalty.
4) The penalty can add as much as $395.70 per month to your Part B
premium and an additional $76.40 per month to your Part D premium.
Not insignificant amounts.
5) Once you are on Medicare, the Center for Medicare and Medicaid
(CMS) will review your income every year for a potential penalty.

Being armed with this information can help you structure your income
plan to avoid most, if not all, of this penalty throughout your
retirement.

*Source: www.cms.gov



Use Roth Conversions to Reduce Future RMDs

Aside from possibly your home, the money you have saved in your
traditional retirement accounts may be your most valuable asset. And
while you have been working, you have been able to defer withdrawals.
But at some point, you will be required to start taking money out of
these accounts, thereby increasing your income. These are called
Required Minimum Distributions, or RMDs. The age at which RMDs must
begin was just increased to age 73 in 2023 and will be further extended
to age 75 in 2033. But depending on your retirement account balances,
these RMDs will increase your taxable income, and potentially subject
you, and your spouse, to IRMAA penalties, as well as a higher percentage
of your Social Security benefits being taxed.

One strategy to consider prior to your RMD age is to convert part of
your traditional retirement savings into Roth accounts. This can serve
several purposes including reducing your traditional retirement account
balances, and thereby reducing your future RMDs. As part of your
income plan, it may also allow you to pay income taxes now at a lower
tax rate since the tax brackets have recently been expanded due to
inflation, and our current income tax rates are scheduled to sunset in
2026. And your future distributions from your Roth accounts will be tax-
free.

As you can see, there is a lot to consider when thinking about the level,
and sources, of your income during retirement. With proper guidance,
you may be able to maximize your future income, and keep more money
in your pocket, via lower taxes and penalties.

Give Broadway Graham Wealth Partners a call at (217) 441-8801 to start
structuring your income plan today.

 

http://www.bgwealthpartners.com/
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The opinions voiced in this material are for general information only and are not
intended to provide specific advice or recommendations for any individual. To
determine which strategies or investments may be suitable for you, consult the
appropriate qualified professional prior to making a decision. 

This information is not intended to be a substitute for specific individualized tax
advice. We suggest that your discuss your specific tax issues with a qualified tax
advisor. 

A Roth IRA offers tax deferral on any earnings in the account. Qualified
withdrawals of earnings from the account are tax-free. Withdrawals of earnings
prior to age 59 1/2 or prior to the account being opened for 5 years, whichever is
later, may result in a 10% IRS tax penalty. Limitations and restrictions may apply. 

Traditional IRA account owners have considerations to make before performing a
Roth IRA conversion. These primarily include income tax consequences on the
converted amount in the year of conversion, withdrawal limitations from a Roth
IRA, and income limitations for future contributions to a Roth IRA. In addition, if
you are required to take a required minimum distribution (RMD) in the year you
convert, you must do so before converting to a Roth IRA. 


