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Hello Friends,

The New Year provides a fresh start and the ability to make better decisions than years
prior. Towards that end, we have provided a few important tax planning items below that we
believe you should review at the start of 2023.

Consider Performing a Roth Conversion Now While the Market is
Down!

With the market still down about 20% as we enter 2023, you can “essentially” convert
today’s depressed funds at a discount (assuming that the market rebounds, which we believe
it will). Roth IRAs grow tax free and your withdrawals are also tax free, once certain
conditions are satisfied.
 
A lower stock market makes the Roth conversion strategy more appealing because when
your Traditional IRA account value decreases, you are able to convert the same number of
shares at a lower cost. For example, let's say you have a Traditional IRA worth $1,000,000
and the value drops to $800,000. You can save on taxes by converting the lower value
($800,000) rather than the original higher value ($1,000,000). Please note this is just an
example and you would not have to convert the entire amount of your Traditional IRA.

3 Part Test: Why to Perform a Roth Conversion Now

Part 1: If you project that your tax rate will be higher in the future, perform a
conversion now at your lower tax rate! For those with a large Traditional IRA balance
of $1,000,000 or higher, RMD's along with other income could put you in a higher tax
bracket in retirement (even if tax rates stay the same).

Part 2: If you are married, you must consider future tax rates when the first
spouse passes and the surviving spouse must file Single. This is because most of
the income you project in retirement as a couple will pass to the surviving spouse, but will
be taxed at the more compressed Single tax rates. For reference, taxable income of
$232,000 would already put a Single filer in the 35% tax bracket (based on 2023 tax
brackets).

Part 3: Lastly, once both spouses pass, you will need to consider the projected
tax brackets of the heirs that will inherit those Traditional IRA balances. If your



heirs are in a higher tax bracket than you are now (and even if they aren't), you could pay
taxes on those assets for them by performing a Roth conversion and any Roth assets they
inherit at your passing will be distributed tax-free. As a reminder, with the passing of the
SECURE Act in 2019, your heirs likely will have to take the full amount of the inherited IRA
balance within 10 years and get taxed on it.

The very basic idea here is to consider a Roth conversion if your current tax
rate is projected to be lower than the estimated tax rate in the three scenarios
described above.

We know that many of you did Roth conversions in 2022, but 2023 is a new tax
year so we can essentially start fresh.
 
Please let us know if you are interested as soon as possible so that we don't miss this
opportunity!

Manage Your Tax Bill & Review Income Tax Planning Strategies

The beginning of the year is a great time to consider tax strategies while working toward
your personal financial planning goals. Therefore, there are some income tax planning
strategies you should consider such as:

Maximizing your contributions to a retirement plan, SEP IRA (if you are self-
employed), and Health Savings Account, as contribution amounts have increased.
If you are age 72 or older or are a beneficiary of an applicable inherited IRA (before
2020), take the required distributions before the end of the year.
If you expect your tax rate to increase in the future, consider making Roth 401(k)
contributions and/or Roth 401(k) catch-up contributions.
Review income tax withholding on your retirement account distributions and make
any desired changes for the New Year.
Review the timing of income and deductions, especially if you are on the threshold of
a tax bracket.
Consider bunching expenses so that you itemize one year and take the standard
deduction the next year.

Take advantage of RMD changes, new retirement plan savings and matching
opportunities, and expanded Roth IRA and 401(k) opportunities through
SECURE Act 2.0 (click button below for more information)!

Click here to read more about SECURE Act
2.0

Protect Your Estate & Review Gifting Strategies

Without proper beneficiary designations, a Will, and other basic steps, the fate of your assets
or heirs may be decided by attorneys and tax agencies. Taxes and attorneys’ fees can eat
away at these assets, and delay the distribution of assets just when your heirs need them
most. Here's how we can help you protect your estate—and your loved ones:

Review your beneficiaries, especially for retirement accounts, annuities, and life
insurance.
Update or prepare your Will and Power of Attorney.
Coordinate asset titling with the rest of your estate plan.
Have in place durable powers of attorney for health care.
Consider a revocable living trust.

If you are planning on gifting this year, there are important tax-efficient strategies to
consider:

https://www.taylorfinancialgroup.com/insights/blog/secure-2-0-act-aims-to-increase-retirement-savings-for-americans/


Consider your lifetime gifting plan and whether you should gift or fund Trusts now
while markets are depressed and tax laws are favorable.
Gift up to $17,000 per individual annually in federal tax-free gifts.
Give an outright gift of cash to a charity for an immediate income tax deduction, or
better yet, contribute to charities using appreciated stock (to reduce capital gains in
your portfolio while generating an income tax deduction).
If you are over 70 ½, you can donate up to $100,000 to a qualified charity from your
IRA under favorable tax provisions called a qualified charitable distribution (QCD).
And you can make a one-time $50,000 QCD to a split-interest entity starting in 2023.
Consider your estate plan in light of the sunset of the Tax Cut and Jobs Act in 2025
and potential decrease of the lifetime exclusion.

Please contact us at any time to discuss any of the items above. We are here to help you
pursue true wealth for 2023 and beyond.

Thanks and Regards,
Debra Taylor, CPA/PFS™, JD, CDFA®

SECURE 2.0 Act Aims to Increase Retirement Savings

for Americans

 Resource Provided by Taylor Financial Group 

The SECURE 2.0 Act has passed, making it the largest
retirement legislation since the original Secure Act hit in
late 2019.

As 55% of Americans say they don’t have enough saved for
retirement, this bipartisan legislation primarily seeks to
make it easier to contribute to retirement plans and use
those funds appropriately for their needs in retirement.

Review the recently enacted SECURE Act 2.0 to determine which provisions
can benefit you (see link below).

Click here to read more about SECURE Act
2.0

Please feel free to call or email us at any time! 
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Investment Advisor. Cetera Advisor Networks LLC is under separate ownership from any other named entity. Carson Partners, a division of CWM, LLC, is a

nationwide partnership of advisors.

This piece is not intended to provide specific legal, tax, or other professional advice. For a comprehensive review of your personal situation, always consult with a

tax or legal advisor.

Converting from a traditional IRA to a Roth IRA is a taxable event.
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