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The Retirement Tax Playbook
5 Tax Moves That Can Potentially Save Retirees  
5 to 7 Figures in Tax Dollars.
Most people spend decades focused on growing their retirement accounts. They contribute to 
their 401(k), watch the market, and celebrate when account balances rise.

But there is a problem.

Many retirees spend years accumulating wealth without spending much time thinking about 
how the conversation will change once retirement arrives.

For many retirees, taxes become one of the largest ongoing expenses they will face. Yet very few 
people enter retirement with a clear tax strategy and the difference between a well-planned 
retirement and a poorly planned one is not always investment performance. Often the biggest 
difference is how much of your hard-earned wealth ultimately stays in your family’s hands 
rather than being lost to avoidable taxes.

Here are five retirement tax strategies every retiree should understand before 
making major financial decisions.

Tax Move #1:  Take Advantage of the “Tax Valley”

In retirement, many people experience a temporary period where their taxable income 
declines significantly.

This often occurs after retirement but before:

•	 Social Security benefits begin

•	 Required Minimum Distributions (RMDs) start

•	 Pension income fully phases in

•	 A spouse passes away

We call this period the Tax Valley.

For many retirees, these may be the lowest tax years they will ever experience, and 
unfortunately, many people miss significant opportunities because they focus solely  
on reducing taxes year by year instead of reducing taxes over their lifetime.

Potential opportunities during lower-income years may include:

•	 Roth conversions

•	 Capital gain harvesting

•	 Strategic withdrawals from tax-deferred accounts

•	 Income recognition at lower tax brackets

The goal needs to shift from paying the least tax today to paying the least tax  
possible over the lifetime of your assets.

Key Question: 
If your income dropped 
substantially tomorrow,  
would you know how to  
take advantage of it?
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Tax Move #2:  Understand the Long-Term Value  
of Roth Conversions

Tax Move #3: 	Don’t Let Social Security Taxes Surprise You

Among all retirement tax planning strategies, Roth conversions are often one of the 
most powerful and misunderstood. A Roth conversion moves money from  
a traditional IRA into a Roth IRA. The amount converted becomes taxable income 
today, and in exchange, future qualified withdrawals can be tax-free.

Many retirees immediately reject the idea because  
they do not want to pay taxes now.

But the real question is:

Would it be better to pay taxes on a smaller account balance today or a potentially 
larger account balance years from now?

A Roth conversion may help:

•	 Reduce future RMDs

•	 Create tax-free retirement income

•	 Improve estate planning flexibility

•	 Reduce future taxation for surviving spouses

•	 Enhance long-term tax diversification

Of course, conversions are not automatically beneficial for everyone and anyone 
considering one needs to consider several factors including income levels, tax  
brackets, future cash flow needs, and legacy goals.

Many retirees believe Social Security benefits are tax-free and for some people, they 
are. For others, a significant portion becomes taxable, but what catches people off 
guard is how additional income affects Social Security taxation.

Sources that may increase taxable benefits include:

•	 IRA withdrawals

•	 Pension income

•	 Investment income

•	 Roth conversion income

•	 Part-time employment

The result is often a hidden tax increase that retirees 
never anticipated. This creates what some planners refer 
to as a “tax torpedo,” where effective tax rates become 
significantly higher than expected

Key Question: 	
Do you know how much 
of your Social Security 
income may ultimately 
be subject to taxation?

Key Question: 
Could paying some tax 
voluntarily today reduce 
your family’s lifetime tax 
burden in the future?
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Tax Move #4:  Use Qualified Charitable Distributions 
(QCDs) Strategically

Tax Move #5: 	Watch Out for Medicare Premium Traps 
(IRMAA)

Many retirees are charitable by nature. They support churches, contribute to 
nonprofits, and give generously to causes they care about. What many don’t realize is 
there may be a more tax-efficient way to give.

A Qualified Charitable Distribution (QCD) allows eligible individuals to direct funds 
from an IRA to a qualified charity.:

The potential advantages may include:

•	 Satisfying RMD requirements

•	 Reducing taxable income

•	 Supporting charitable goals

•	 Potentially lowering Medicare premium exposure

•	 Potentially reducing Social Security taxation

One of the most common mistakes retirees make 
is taking an IRA withdrawal, paying taxes on it, and then writing a charitable check; 
sometimes not receiving any tax benefits. 

A QCD can produce a more favorable outcome ensuring more dollars reach the causes 
you care about.

One of the largest surprises many retirees experience is discovering that higher income 
can increase Medicare costs. Medicare uses a system called Income-Related Monthly 
Adjustment Amounts (IRMAA). In simple terms: Higher income can result in higher 
Medicare premiums.

Crossing an income threshold by even a small amount can lead to substantially higher 
premiums. Many retirees unknowingly trigger these increases through:

•	 Roth conversions

•	 Asset sales

•	 Capital gains realization

•	 Business transactions

•	 Retirement account distributions

Retirees shouldn’t avoid these transactions, but they 
should work with someone who can help them look 
beyond just income taxes.  

Key Question: 	
Could a financial decision 
you’re considering today 
increase your future 
Medicare premiums?

Key Question: 
Is your charitable giving 
strategy helping both 
the organizations you 
support and your overall 
financial plan?
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Putting It All Together

Retirement tax planning is not about finding loopholes or avoiding taxes entirely. 

It is about making intentional decisions, and most retirees will encounter some 
combination of:

•	 Required Minimum Distributions

•	 Social Security taxation

•	 Medicare premium adjustments

•	 Estate planning concerns

•	 Legacy goals

•	 Charitable interests

When viewed individually, each issue seems manageable, but they may each trigger 
unintended consequences. When coordinated together, they become a powerful 
opportunity to improve lifetime outcomes.

A withdrawal strategy affects Social Security taxes. A Roth conversion affects future 
RMDs. A charitable plan affects taxable income. An estate strategy affects future 
generations. This is why retirement tax planning should be viewed as a long-term 
ongoing process that requires a multi-disciplined approach. 

A Simple Retirement Tax Checklist

Before making significant retirement income decisions, ask yourself:

	☐ Have I evaluated whether this is a good year for a Roth conversion?

	☐ Am I taking advantage of lower tax brackets when available?

	☐ Do I understand how this affects Social Security taxation?

	☐ Have I considered Medicare premium implications?

	☐ Is my charitable giving strategy tax efficient?

	☐ Am I minimizing taxes over my lifetime rather than just this year?

If you cannot confidently answer these questions, there may be tax planning 
opportunities worth exploring.

About S.E.E.D. Planning Group

At SEED, we believe smart (tax) planning is one of the most overlooked components 
of financial freedom. Through values-based financial planning, coordinated estate 
planning, smart (tax) planning, and integrated investment management, we help 
clients align their wealth with their goals and make confident financial decisions. 
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