
Retirement is an exciting time. After decades of work, you’re finally ready
to fill your newfound free time with summers abroad, golf outings, and
weekend trips to Napa Valley. 

But retirement planning goes beyond figuring out how to fill your days; you also
need to consider an important question: 

Do my financial assets — pension, 401(k)s/IRAs, Social Security, 
property, sale of a business, etc. — provide enough 

income to fund my desired retirement lifestyle?

One big part of the answer to your question is minimizing your tax bill. In fact,
income taxes can be your single largest expense in retirement! Whether you’re
retiring next year, or thinking proactively about your future, don’t forget that
you’ll still be responsible for certain taxes — including property taxes, sales
taxes, and special assessments from your city or state. Here are 11 of our top
tips to minimize your taxes in retirement.

Planning ahead for
taxes in retirement
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11 things you should know



Key tax facts for 2021
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Highest marginal
tax rates

37% on taxable income exceeding $523,601 for single
filers ($628,301 for couples), 20% on capital gains and
dividends applied on taxable income exceeding $445,850
($501,600 for couples).

Medicare
investment
income surtax 

3.8% surtax on net investment income (e.g., interest,
capital gains, dividends, rental income, royalties, income
from non-qualified annuities, “passive” business income)
affecting taxpayers with more than $200,000 in modified
adjusted gross income ($250,000 for couples).

Additional
Medicare
payroll tax 

Extra tax of 0.9% on salary and wages as Medicare payroll
tax increases from 1.45% to 2.35% on earnings above
$200,000 ($250,000 for couples).

Child tax credit
(CTC) 

$2,000 per “qualifying child” under 17 years old at the end
of the year. An additional $500 tax credit applies to other
qualified dependents who are not qualifying children (e.g.,
dependent child age 17 or over). The tax credit is phased
out as income exceeds $200,000 (individuals) or $400,000
(couples).

Standard
deduction

$12,550 for single filers, $25,100 for married couples filing
a joint return; an additional standard deduction amount for
age 65+ or blind individuals applies ($1,350 per spouse for
married couples, $1,700 for single filers).

Mortgage
interest
deduction 

Deduction of interest on up to $750,000 of aggregate
mortgage debt used to build, acquire, or improve a
property (including interest on a HELOC). Grandfather
provision applies to debt acquired prior to 12/15/17;
allows interest on up to $1 million to be deducted



Key tax facts for 2021 (cont.)
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State and local
taxes (SALT)
deduction

Capped at $10,000 in aggregate.

Medical expense
deduction

Available once total expenses exceed 7.5% of Adjusted
Gross Income (AGI).

Estate/gift tax
exemption 

$11.7 million.

Annual gift tax
exclusion
amount

Health care expenses
Educational expenses

$15,000.

Exemptions:

Visit ProsperityFinancialGroup.com for the latest tax and retirement
planning ideas from Prosperity.



Tax strategies can have a surprisingly large
potential impact on wealth protection! One
strategy is the Roth conversion, which can save
you considerable money in taxes over the long
term by hedging against the threat of higher
taxes in the future. After current tax law
provisions expire in 2025, most of the tax rates
are scheduled to increase. Lower tax rates now
translate to a lower cost for converting
Traditional IRA assets to a Roth IRA. Like all
income from retirement accounts, Roth income
is not subject to the 3.8% surtax and is also not
included in the calculation

1. Consider tax now or later

Considering a Roth IRA
conversion?
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This option works best for those under
age 50.  If you need a second opinion,
call (925) 314-8500 to book a free
consultation.

for the $200,000 income threshold ($250,000
for couples) to determine if the surtax applies.
Speak to a Fiduciary Financial Advisor before
doing a Roth IRA conversion; there is no
turning back on a Roth conversion.

Higher-income taxpayers cannot contribute
directly to Roth IRAs (in 2021, income phase-
outs begin at $125,000 for single filers and
$198,000 for joint filers). Because there are no
income restrictions on Roth IRA conversions, you
may opt to fund a Non-Deductible IRA with after-
tax dollars, then convert to a Roth IRA. If your
401(k) plan rules permit, you may also be able to
make voluntary after-tax contributions in excess
of your salary deferral limit ($19,500 or $26,000 

2. Explore alternative ways to
fund Roth accounts

Before using one of these strategies,
speak to a Fiduciary Financial Advisor
about your other pretax IRAs (including
SEP IRA or SIMPLE IRA) to avoid
triggering the “pro-rata” rule.

if age 50 or older), then transfer those
contributions to a Roth IRA.

After the 2017 tax reform law that nearly doubled
the standard deduction amount, most taxpayers
claimed the standard deduction amount on their
tax return. However, you may benefit by shifting 

3. Maximize deductions in years
when itemizing 

between claiming the standard deduction
some years and itemizing deductions other
years. In the years you choose to itemize, you
may want to consider grouping as many
deductions as possible — for instance, make a
multi-year contribution to your favorite charity
instead of making annual gifts.

Don't let the pro rata rule
trip up your Roth



If you’ve maxed out your tax-qualified retirement
accounts, consider saving more through an
annuity. For instance, assets in a variable annuity
maintain tax-deferred growth potential until they
are withdrawn by the contract owner. 

When you retire, depending on your annuity
contract, you may be able to elect to receive
regular income payments for a specified period
or spread over your lifetime. 

Many annuities also offer a variety of living and
death benefit options for an additional fee. 

4. Save more in an annuity

Are annuities a good
investment?
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Annuities are a tool in your toolbox of
financial instruments. For some, they
simply will not work. For others, they are
the perfect recommendation. But they
are worth the conversation. 

We can help you understand whether
annuities are right for you. Call (925)
314-8500 to book a free consultation.

Reconsider investment choices (e.g., stock
portfolios, business interests, life insurance
policies) inside of an irrevocable trust; income
retained within the trust will be subject to the
highest marginal tax rates and the 3.8 percent
Medicare surtax. You may also consider paying
out more “income” from the trust to beneficiaries
in lower income tax brackets.

5. Be mindful of irrevocable trusts
and taxes

Before using one of these strategies,
speak to a Fiduciary Financial Advisor
about your other pretax IRAs (including
a SEP IRA or SIMPLE IRA) to avoid
triggering the “pro-rata” rule. 

Don't let the pro rata rule
trip up your Roth

Deductibility
In retirement, it’s important to stretch your savings as far as you can. Have a

conversation with your Financial Advisor about reviewing your available

deductions, to learn if they exceed the standard deduction. Some of  these might

become more relevant in your retirement.



Most people don't have to worry about the
federal estate tax, which excludes up to $11.7
million for individuals and $23.4 million for
married couples in 2021 (up from $11.58 million
and $23.16 million, respectively, for the 2020 tax
year). But 17 states and the District of Columbia
may tax your estate, an inheritance or both. 

California residents don’t pay a state “death tax.”

With proper tax planning and estate planning,

7. Plan for potential state estate
taxes

Receiving an inheritance
from someone who lives
outside of California?
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We can help you determine your
potential options to mitigate state
estate and inheritance taxes. Call (925)
314-8500 to book a free consultation.

you could potentially pass an estate much
larger than this without being subject to the
federal estate tax.

In general, disposing of an asset that has
appreciated in value triggers a tax obligation to
the IRS. However, for transfers upon death that
are appropriately structured, beneficiaries

8. Develop a strategy for low cost-
basis assets 

 receive a “stepped-up basis” — any gains are
calculated based on the asset’s value on the
date of death instead of the date of original
purchase. For instance, certain trust provisions
may help ensure that property receives a step-
up in cost basis at death.

Even if your estate is under the lifetime exclusion
threshold for gifts and estates ($11.7 million per
individual and $23.4 million per couple in 2021),
you still need to plan for a structured transfer of 

6. Review estate planning
documents and strategies

assets, or for unplanned situations like sudden
incapacitation. Make sure your retirement
accounts, interest contracts, wills, powers of
attorney, healthcare directives, and revocable
trusts are updated yearly to include proper
beneficiary designations. 

Not sure whether your existing trust is up-to-date with recent tax law changes? We can help.
Call (925) 314-8500 to book a consultation today.
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529 college savings plans offer federal tax-free
growth and tax-free withdrawals for qualified
education expenses. These include laptops, 

9. Expand use of 529 accounts for
education savings 

computers, and software, and up to $10,000
annually for K-12 tuition. A special gift tax
exclusion allows you to elect to treat up to
$75,000 of contributions as though those
contributions had been made ratably over a
five-year period.

If you’re age 70½ and older, you may benefit
from directing tax-free charitable gifts from your
IRA. You may transfer up to $100,000 annually
from your IRA account directly to an eligible
charity, including colleges, universities, and
independent schools, without first having to
recognize the distribution as income. This can be
a way to satisfy your RMD for the year and
exclude the amount from income. If you are

10. Consider the charitable
rollover option if you are a retiree 

Section 199A of the Tax Cuts and Jobs Act
permits certain taxpayers to deduct 20 percent
of qualified business income (QBI) on their tax
returns. Business income from pass-through
entities, including sole proprietorships,
partnerships, LLCs, and S Corps, may qualify.  

11. Maximize the 20% deduction
for Qualified Business Income
(QBI) 

Specified service trade or businesses (SSTBs)
— including law, accounting, and actuarial
science service businesses — are limited from
taking the deduction once income exceeds
$164,900 ($329,800 for married couples filing
a joint return). To qualify for the QBI deduction,
speak to a Fiduciary Financial Advisor about
reducing your taxable income through
strategies like deferring income, accelerating
business expenses, and funding retirement
accounts.

Need help preparing for the risk of higher taxes in the future? We can help you evaluate your
financial needs, goals, and situation. Call (925) 314-8500 to book a complimentary
consultation today.

married, your spouse is also eligible to contribute
up to $100,000 from their IRA.

Meet your charitable goals

Your gift must come to the charity
directly from the institution holding the
IRA account. Your Fiduciary Financial
Advisor can help ensure a smooth and
successful transfer.



DISCLOSURE: For informational purposes only. This information is not meant as an investment recommendation or tax or legal
advice. Please consult with the appropriate tax or legal professional regarding your particular circumstances before making any
investment decisions. Prosperity does not provide tax or legal advice. Advisory Services offered through Prosperity Financial
Group, Inc., an Independent Registered Investment Advisor. Securities offered through Fortune Financial Services, Inc. Member
FINRA/SIPC. Prosperity Financial Group, Inc. and Fortune Financial Services, Inc. are separate entities. 

Book a free consultation with Prosperity

We help successful pre-retirees
and retirees save more for
retirement and keep more of what
you’ve already saved. 

Contact us today to learn how we
can help you build a tax-smart
retirement plan.

Elliot Kallen
Registered Principal, Fiduciary Financial
Advisor
Email: elliot@prosperityfg.com
Direct: (925) 314-8503

Prosperity Financial Group
2333 San Ramon Valley Blvd #200, San Ramon, CA 94583 
ProsperityFinancialGroup.com



Certain losses are deductible and might 
provide a tax advantage. Casualty and theft 
losses have certain restrictions, including 
that they must exceed $100, be in excess of 
10% of AGI and cannot have been reimbursed
by insurance. These losses also must be 
attributable to a federally declared disaster. 

Losses on the sale of investments are also 
deductible, but there are limits that your CPA 
can discuss with you. Strictly speaking, there 
can be some very good reasons to claim 
losses on your return, so be certain you make 
your CPA aware when you have sold any 
holdings at a loss.

Retirement saver’s credit — This $1,000 
credit is available for individuals that make 
contributions to IRAs and workplace plans. 
The credit starts to phase out at $64,000 for 
married individuals filing jointly and $32,000 
for single filing status.

Bunching deductions — It may be beneficial 
to bunch multiple years of deductions into 
a single tax year. For example, bunching 
multiple contributions together — rather than 
contributing smaller amounts annually — may 
help you exceed the standard deduction and 
receive a larger tax benefit.

Financial planning tip: Losses

If you have investments that have 
lost value, consider opportunities to 
use those losses to offset any gains 
realized during the year. 

Financial planning tip: Making charitable gifts from your IRA

If you are over 70½, consider contributing from your IRA to a qualified charity. 

If you enjoy gambling, these losses are also 
deductible, but only to the extent that they 
offset winnings during the same tax year. Any 
gambling-related expense is deductible in this
fashion. This includes travel, lodging and food,
for example.

Consider a ROTH conversion — You may find 
yourself in a low tax bracket throughout the 
years following retirement prior to starting 
required minimum distributions and social 
security benefits. You may want to consider 
taking advantage of these low tax brackets 
with partial Roth conversions. You should work
with your CPA to compute how much you can 
convert each year without bumping you into a 
high tax bracket. 

Losses 

Miscellaneous tax and financial planning tips
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