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Future Tax Considerations
Case Study

Questions






Brief Overview

Important Calculations to Consider:

Total Income:

« Wages, Self-Employed Income, Interest/Dividends, Capital Gains, Rental

Income, etc.

Adjusted Gross Income (AGI)

« Calculated using Total Income Reported minus Above-the-Line Deductions

Taxable Income

e« Calculated using AGI minus Itemized Deductions

Modified Adjusted Gross Income (MAGI)

« Calculated by adding certain deductions taken for AGI
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firm thus this does not constitute tax advice. Any tax decisions should be made with your tax professionals.



Examples of AGI Deductions

* Retirement plan contributions

« Claiming Dependents

« Alimony

« Self-employed health insurance payments
 One-half of any self-employment taxes paid
« Health savings account deductions

* Educator expenses

 Moving expenses

* Deductions for domestic production activities
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This is for conce

Examples of Itemized Deductions

Unreimbursed Medical and Dental Expenses
Alimony

Interest Expenses

Taxes Paid

Charitable Donations

Casualty and Theft Losses

Unreimbursed Job-Related Expenses

Deductions for domestic production activities

ptual and informational use only, this does not represent a recommendation to buy a specific product or investment. McAdam, LLC is not a tax advisory
firm thus this does not constitute tax advice. Any tax decisions should be made with your tax professionals.
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Examples of MAGI Additions

Student Loan Interest

One-half self-employment tax

Qualified tuition expenses

Tuition and fees deduction

Passive loss/gain

IRA contributions, taxable social security payments
Rental losses

Any overall loss from a publicly traded partnership

J M
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firm thus this does not constitute tax advice. Any tax decisions should be made with your tax professionals.
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Historical Tax Rates
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Historical data courtesy of the Tax Foundation, 2001 L Street NW, Suite 1050, Washington, DC 20036, (202) 464-6200, www.taxfoundation.org
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1980 Tax Structure Adjusted for Inflation

O

FOUNDATION

CPI Adjustment

1980 Income Tax Rate 2015 Equivalent

S0 §3,400 0% 50 59,768
53,400 55,500 14% 59,768 515,802
$5,500 $7,600 16% $15,802 $21,835
$7,600 $11,900 18% §21,835 534,189
$11,900 $16,000 21% 534,189 545,968
516,000 520,200 24% 545,968 $58,035
520,200 524,600 28% 558,035 570,676
$24,600 $29,900 32% $70,676 $85,903
$29,900 $35,200 37% $85,903 $101,130
535,200 545,800 43% 5101,130 $131,583
545,800 560,000 49% $131,583 $172,380
$60,000 $85,600 54% $172,380 $245 929
$85,600 $109,400 59% $245,929 $314,306
$109,400 $162,400 64% $314,306 $466,575
$162,400 $215,400 68% 5466,575 $618,344

§215,400 and up 70% 5618,844 and up

1980 income tax structure data from http://taxfoundation.org/article/us-federal-individual-income-tax-rates-history-1913-2013-
nominal-and-inflation-adjusted-brackets. Tax brackets have been adjusted upwards using a CPI adjustment of 2.87 to adjust for
inflation. This is for conceptual and informational use only, This does not represent a recommendation to buy a specific product or

investment. McAdam, LLC is not a tax advisory firm thus this does not constitute tax advice. Any tax decisions should be made

with your tax professionals.
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Understanding Tax Diversification

AT/TN

ROTH

529 Plan
ﬂ Munis
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/1A 4 /

CHECKING 401(k) / 403(b)

SAVINGS S.S. / Pension
CD’s Trad. IRA

BROKERAGE

QU McAdam

This is for conceptual and informational use only, This does not represent a recommendation to buy a specific product or investment. McAdam, LLC is not a tax
advisory firm thus this does not constitute tax advice. Any tax decisions should be made with your tax professionals. Proceeds from a life insurance policy are
generally tax free as per section 7702 of the US tax code. Past performance does not guarantee future results and your results will vary. MFA 1000-02
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Factors to Consider

Amount to Convert

Current Income Tax Bracket
Future Income Tax Bracket
Other Tax-Free Assets
Other Taxable Accounts
Time Horizon

Legacy Effect

eptual and informational use only, this does not represent a recommendation to buy a specific product or investment. McAdam, LLC is not a tax advisory
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Roth Conversions

Rules and Tax Consequences:

Managing taxes due
Based on the amount you wish to convert, you
would owe approximately $75,704 in federal

60 day rollover window

Contributions are Taxable

Ex. Client A converts a $250,000 IRA
to Roth IRA in 2015

$250,000 added to Client A’s Income
Federal Tax Rate: 32% at withdrawal
State Tax Rate: 5% at withdrawal

Rate of Return: 6.4% for 15 yrs

income taxes.

$436,892

Converted Roth IRA

Based on the information you
provided, you would owe approximately $12,500
in state income taxes the year that you convert.

This is for conceptual and informational use only, this does not represent a recommendation to buy a specific product or investment. McAdam, LLC is not a tax advisory
firm thus this does not constitute tax advice. Any tax decisions should be made with your tax professionals. Please reference Schwab Roth Conversion Analysis.

$399,397

Traditional IRA
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How Is Social Security Taxed?

TAXATION OF SOCIAL SECURITY BENEFITS

Provisional Income =
/2 Social Security Benefits + Modified Adjusted Gross Income

MARRIED,
FILING
SINGLE 00 of Benefits JOINTLY
A} are Taxable

$0-$25K
326K (-5, o Berefts

of Benefits
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This is for conceptual and informational use only, this does not represent a recommendation to buy a specific product or investment. McAdam, LLC is not a tax advisory \j Financially Advanced™
firm thus this does not constitute tax advice. Any tax decisions should be made with your tax professionals.

Reference Understanding Social Security Retirement Benefits Black Rock brochure page 5



Required Minimum
Distributions
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Required Minimum Distributions

What are RMDs?
Minimum amounts that a retirement plan account owner must withdraw
annually starting with the year he or she reaches 70.5 years of age

What accounts are exposed to RMDs?

- All employer sponsored plans

- 401(k) / 403(b) RMD Calculation:
- 457 plans

- Profit-sharing plans All Qualified (pre-tax) Dollars
- IRA-based plans

- Traditional IRAs

- SEP IRAs

-  SIMPLE IRAs

RMD Factor (based on life expectancy)
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John Smith, Scenario A

Age: 55

Annual Income: $175,000

Pre-Tax Account Balance at 55: $500,000

Annual Rate of Return: 6%

Maximum contribution to Pre-Tax account: $24,000
Company Match: 100% of John’s contribution up to 3%
of his annual income: $5,250

Pension and Social Security Income: $50,000/year

Retirement Age: 70 U McAdam



John Smith, Scenario B

Age: 55
Annual Income: $175,000
Pre-Tax Account Balance at 55: $500,000

Annual Rate of Return: 6%

* 6% contribution to Pre-Tax account: $10,500

Company Match: 100% of John's contribution up to 3%

of his annual income: $5,250

Pension and Social Security Income: $50,000/year

Retirement Age: 70
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John Smith

Scenario A Scenario B
Total Taxes Paid at Total Taxes Paid at
age 90: $685,000 age 90: $555,000

Total Tax Savings
$130.000

($56,700)
$73,300
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Thank You!




Disclosures

McAdam is an SEC registered investment adviser that maintains a principal place of
business in the Commonwealth of Pennsylvania. The Firm may only transact business in
those states in which it is notice filed or qualifies for a corresponding exemption from
such requirements. For information about McAdam’s registration status and business
operations, please consult the Firm’s Form ADV disclosure documents, the most recent
versions of which are available on the SEC’s Investment Adviser Public Disclosure website
at www.adviserinfo.sec.gov.

This presentation is provided by McAdam LLC (“McAdam” or the “Firm”) for
informational purposes only. Investing involves the risk of loss and investors should be
prepared to bear potential losses. Past performance may not be indicative of future
results and may have been impacted by events and economic conditions that will not
prevail in the future. No portion of this presentation is to be construed as a solicitation to
buy or sell a security or the provision of personalized investment, tax or legal advice.
Certain information contained in this report is derived from sources that McAdam
believes to be reliable; however, the Firm does not guarantee the accuracy or timeliness
of such information and assumes no liability for any resulting damages.

Any reference to a market index is included for illustrative purposes only, as it is not
possible to directly invest in an index. Indices are unmanaged, hypothetical vehicles that
serve as market indicators and do not account for the deduction of management fees or
transaction costs generally associated with investable products, which otherwise have
the effect of reducing the performance of an actual investment portfolio.
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