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Saving Tips
Top Tax

Timothy Shirk, CFP®

Money Advisor
Francis Investment Counsel
timothy.shirk@francisinvco.com

We’re money 
advisors not 
attorneys or 
tax advisors

Francis Investment Counsel does not provide legal or tax advice. As investment returns are variable, we cannot guarantee any certain investment return or result. Information 
has been compiled from sources we believe to be reliable, but we cannot guarantee its accuracy or completeness. Past performance is not a guarantee of future results.
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First, a Little Background…

Pre-Tax
IRA/403(b)

All distributions  
taxable as income

(plus 10% penalty 
before age 59 ½) 

Pre-tax

After-Tax
Traditional

IRA 

Just gains  
distributed
taxable as 

income
(plus 10% penalty 
before age 59 ½) 

After-tax

Roth
IRA /403(b)

All distributions
income-tax free

(after 5 years and 
age 59 ½) 

After-tax

Source: https://www.irs.gov/retirement-plans
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2022 Tax Brackets

* Source: Investor Education: 2022 tax rates, schedules, and contribution limits (putnam.com). The above summary is from 
sources believed to be reliable but cannot be guaranteed. Francis Investment Counsel does not provide tax or legal advice.  
Seek advice from qualified professionals.

First, a Little Background…

Regular 
Accounts

Short-term capital 
gain within the first 
year – taxable as 

income

Long-term capital gain 
if held longer than 12 
months – taxable as 

capital gain

Source:https://www.irs.gov/taxtopics/tc409#:~:text=Capital%20Gain%20Tax%20Rates,income%20is%20less%20than%20%2478%2C750.&tex
t=The%20taxable%20part%20of%20a,at%20a%20maximum%2028%25%20rate.

2022 Tax Brackets

* Source: Putnam 2022 tax rates, schedules, and contribution limits, 12/19. The above summary is from sources believed to be reliable but cannot be 
guaranteed. Francis Investment Counsel does not provide tax or legal advice.  Seek advice from qualified professionals.
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Take advantage of capital 
gains tax rates 

Taking Advantage of Capital 
Gains Rates

Offset gains against losses  

Long-Term Capital Gains

Minus(-)  Short-Term Capital Loss

Net Capital Gain

Taking Advantage of Capital 
Gains Rates

Offset gains against losses  

Try to hold on to investments for at least one 
year

Hold individual equities in regular investment 
accounts 
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Use Roth accounts to control 
your tax bracket in retirement 

2022 Tax Brackets

* Source: Investor Education: 2022 tax rates, schedules, and contribution limits (putnam.com). The above summary is from 
sources believed to be reliable but cannot be guaranteed. Francis Investment Counsel does not provide tax or legal advice.  
Seek advice from qualified professionals.

Pretax

Pretax

Roth

“But, don’t I make too much 
to save in Roth?”
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Not everyone can save in 
Roth IRAs directly

Source: Amount of Roth IRA Contributions That You Can Make for 2022 | Internal Revenue Service (irs.gov).The above summary is 
from sources believed to be reliable but cannot be guaranteed. Francis Investment Counsel does not provide tax or legal 
advice.  Seek advice from qualified professionals.

403(b) savings limits apply: in 2022, $20,500 or 
$27,000 if age 50 or older

Make sure you are saving 4% in the Contributory 
Retirement Account (CRA)

Saving Roth in the Stanford 
Contributory Retirement Plan

See the Plan’s Summary Plan Description for governing plan rules. 

Like Roth? Consider Converting 

Contribute 4% (after-tax) in the Contributory 
Retirement Account to capture your match

Convert after tax balances to Roth 403(b)

But after-tax gains converted are considered 
taxable income in the year of conversion (no 
penalties apply) 

See Summary Plan Description for contribution and conversion rules.  The above summary is from sources believed to be 
reliable but cannot be guaranteed. Francis Investment Counsel does not provide tax or legal advice.  Seek advice from 
qualified professionals.
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Like Roth IRA? 
Consider Converting 
Conversions were only available if your 

income did not exceed $100,000 

Thanks to the Taxpayer Relief Act of 2012 
now everyone convert 

But pre-tax amounts converted are 
considered taxable income in the year of 
conversion (no penalties apply) 

The above summary is from sources believed to be reliable but cannot be guaranteed. Francis Investment Counsel does 
not provide tax or legal advice.  Seek advice from qualified professionals.

All growth 
after conversion 

would be tax-free! 

Worker has $10,000 in CRA 
($8,000 Basis/$2,000 Gains)

Would need to report 
additional income of 

$2,000 in year of 
conversion

(at 22% tax bracket, 
owe $440)

After-Tax
$10,000

($2,000 Gains)

Roth
403(b)

$10,000

Source: https://www.irs.gov/retirement-plans. The above summary is from sources believed to be reliable but cannot be 
guaranteed. Francis Investment Counsel does not provide tax or legal advice.  Seek advice from qualified professionals.
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Worker has $10,000 in a 
Traditional IRA

Would need to report 
additional income of 
$10,000 in year of 

conversion
(at 22% tax bracket, 

owe $2,200)

Traditional
IRA

$10,000

Roth
IRA

$10,000

Source: https://www.irs.gov/retirement-plans. The above summary is from sources believed to be reliable but cannot be 
guaranteed. Francis Investment Counsel does not provide tax or legal advice.  Seek advice from qualified professionals.

The “Back Door” Roth IRA

Not Everyone Can Deduct a 
Traditional IRA Contribution

Source: https://www.irs.gov/retirement-plans. The above summary is from sources believed to be reliable but cannot be 
guaranteed. Francis Investment Counsel does not provide tax or legal advice.  Seek advice from qualified professionals.
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Traditional IRA Contributions  
After-tax for Many 

Max contribution 
$6,000

($7,000 if 
age 50 or older)

Traditional
After-Tax

IRA

After-tax deposit
if income too high

Gains taxed when 
withdrawn

Source: https://www.irs.gov/retirement-plans. The above summary is from sources believed to be reliable but cannot be 
guaranteed. Francis Investment Counsel does not provide tax or legal advice.  Seek advice from qualified professionals.

In an after-tax 
traditional IRA 
ONLY the gains 
are taxable upon 
conversion! 

The above summary is from sources believed to be reliable but cannot be guaranteed. Francis Investment Counsel does 
not provide tax or legal advice.  Seek advice from qualified professionals.

Back Door Roth Example: 
Worker and spouse earn 
$220,000

Balance at 
conversion = 
$5,500

Only $500 is 
taxable!

Traditional
After-Tax

IRA

$5000
After-tax
deposit

Roth
IRA

Source: https://www.irs.gov/retirement-plans. The above summary is from sources believed to be reliable but cannot be 
guaranteed. Francis Investment Counsel does not provide tax or legal advice.  Seek advice from qualified professionals.
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Balance at 
conversion = 
$10,500

Traditional
After-tax 

IRA

$5000
After-tax
deposit

Roth
IRA

Be Aware of the Pro Rata Rule

Existing
Pre-tax 

IRA - $5000

Source: https://www.irs.gov/retirement-plans. The above summary is from sources believed to be reliable but cannot be 
guaranteed. Francis Investment Counsel does not provide tax or legal advice.  Seek advice from qualified professionals.

Be Aware of the Stepped 
Transaction Doctrine

Balance at 
conversion = 
$5,500

Only $500 is 
taxable!

Traditional
After-Tax

IRA

$5000
After-tax
deposit

Roth
IRA

Source: https://www.irs.gov/retirement-plans. The above summary is from sources believed to be reliable but cannot be 
guaranteed. Francis Investment Counsel does not provide tax or legal advice.  Seek advice from qualified professionals.

LEGAL LEGAL

STEPPED TRANSACTION
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Required Minimum 
Distributions 
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●Effective in 2020

●Age moved from 70 ½ to 72

Required Minimum 
Distributions

Source: NAPA Net Staff.  “Key SECURE Act Provisions and Effective Dates.” 17 Dec. 2019. NAPA-net.org  

●Distribution from an IRA (not 

SEP or Simple IRA)

●Over 70.5 years old

●Paid directly from IRA to 

qualified charity

●Can satisfy the required 

minimum distribution

Consider Qualified Charitable 
Distribution (QCD)

Must be IRA, 
not  

401(k)/403(b)

https://www.irs.gov/retirement‐plans/retirement‐plans‐faqs‐regarding‐iras‐distributions‐withdrawals

Every situation is unique, seek qualified tax advice.  Francis Investment Counsel does not provide tax advice.
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Move Roth 403(b) to Roth IRA 
before RMDs Begin
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Roth 403(b) 
accounts

still have RMDs
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Stretch IRA Eliminated

OLD: “Stretch” IRA? 

Non-spouse 
beneficiaries could roll 

over account into 
beneficiary IRA and 

take annual draws over 
their lifetime 

33
Source: Groom Benefits Brief. “SECURE Act Requires Immediate Action by Plan Service Providers.” 15 Jan. 2020. Groom.org  
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NEW: Distribution within 10 
Years

●No annual draws required but account must be 

distributed within 10 years

●Pre-tax payments taxable at beneficiary’s tax rate

●In the clear if IRA was inherited before January 1, 

2020

34Source: Groom Benefits Brief. “SECURE Act Requires Immediate Action by Plan Service Providers.” 15 Jan. 2020. Groom.org  

Still Entitled to Stretch 

●Spouse

●Disabled

●Minor children

●Person less than ten years younger than deceased 

35
Source: House Committee on Ways and Means Overview, Chairman Richard E Neal  
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Be the best parent and/or 
grandparent
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Make Roth IRA contributions 
for the kids 

●May contribute a maximum of $6,000 in 2022 or 

their W2 Income if less than the $6,000

Source: https://www.irs.gov/retirement-plans. The above summary is from sources believed to be reliable but cannot be 
guaranteed. Francis Investment Counsel does not provide tax or legal advice.  Seek advice from qualified professionals.

Sell your home tax-free!
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Exclude up to $250,000 in capital gains 
when you sell or up to $500,000 if you’re 
married and filing a joint return 

Sell your home tax-free!

You must have owned and lived 
in the property as your main 
residence for two of the             
last five years

Keep receipts!
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