
Tax Reduction
Strategies
with the Tax Preparation Checklist



To learn more about the Guided Retirement Show™, use the camera 
app on your phone to scan the QR code and click the link that pops up. 

Or visit us online at: modwm.com/about

Learn More

https://modwm.com/about


Table of Contents

Revamp Your Investment Portfolio and Cut Taxes Too

Sell Winner Shares from Retirement Accounts; Sell Loser Shares from
Taxable Accounts

When Making Gifts: Give Away Winner Shares but Sell Loser Shares
and Give Away the Cash

Convert Your Traditional IRA into a Roth IRA

Reducing Taxation of Social Security Benefits

Tax Diversification Strategies

Tax Preparation Checklist

1

3

3

5

6

7

9



913-393-1000  |  modwm.com Tax Reduction Strategies  |  1

When people enter their retirement years, there are several different 
things that may erode their wealth and their ability to have a successful 
retirement. The first, and what people think about most, is bad 
investments. Many people in the financial media talk about asset 
allocation as a tool and a solution for bad investments. 

The asset allocation tool has proved to be unsuccessful during bear 
markets and could prove to be unsuccessful in future bear markets.
Understanding the reality of how money works is crucial to a successful 
retirement. The number one goal with investments for many people is 
the ability to have all the income that they need to do everything that they 
want to do in retirement without running out of money, while keeping up 
with inflation.

It’s no secret that people are living longer than ever before. This longevity 
provides an additional risk in our retirement planning. There is also the 
risk of Social Security no longer being a viable income option and pension 
plans have become nearly nonexistent. A serious illness or premature 
death may also affect you and your surviving spouse’s ability to continue 
enjoying retirement in the fashion that was dreamt about initially. Perhaps 
one of the least understood risks that you face in retirement is taxes. 

Here’s a list of a few tax strategies to consider that could improve 
your overall tax structure during your retirement years and for your 
beneficiaries inheriting your estate.

With the recent market performance, it’s likely time to revamp and 
rebalance your portfolio. So, while it’s not generally wise to let tax 
implications drive investment decisions, you should not ignore them either. 

The Tax Cuts and Jobs Act retained the preferential tax treatment of long-
term capital gains generated from selling stock and mutual fund shares 
held in taxable brokerage firm accounts. Generally, long-term capital 
gains are taxed at 0%, 15%, or 20%. Under the Tax Cuts and Jobs Act, the 
three capital gains income thresholds don’t match up perfectly with the 
tax brackets. Instead, they are applied to maximum taxable income levels, 
shown on the next page.
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Some taxpayers may be subject to an additional 3.8% surtax on their long-
term capital gains. But, 0% is even better, which may be all you’ll owe 
if you use this time to revamp your taxable brokerage account’s stock and 
equity mutual fund portfolio. Let’s assume the revamping would involve 
selling some winners (current market value above what you paid), and 
some losers (shares currently worth less than what you paid). As long as 
the losses from the losers fully offset the gains from the winners, you’ll 
owe nothing to the IRS as a result of your efforts.

But why stop there if it’s appropriate for your situation? You can continue 
to trim unwanted loser shares until you’ve generated a $3,000 net capital 
loss for the year ($1,500 if married and filing separate). You can then 
deduct that $3,000 loss against this year’s income from other sources — 
salary, self-employment income, interest, dividends, alimony received, 
and so on. If you are married and file separately from your spouse, the 
annual net capital loss deduction limit is only $1,500 versus the usual 
$3,000 limit. This tax-saving strategy of selling unwanted loser shares 
before year-end is what Wall Street types call “harvesting” losses (to 
put a positive spin on a negative thing). 

Once again, why stop there? If your loss harvesting is more extensive, you 
can generate a net capital loss that is well above the annual deductible 
limit ($3,000 or $1,500). This can turn out to be a tax blessing since you 
can use that “excess loss” to shelter later capital gains. In fact, the tax 
shelter provided by your excess loss gives you great investing flexibility. 
Why? Because you can use the excess loss to shelter short-term gains from 
sales later this year, or in future years, as well as long-term gains. You can 
carry any excess loss remaining at the end of the year to future years until 
you have enough gains to use it up. 

More to Learn

Info on Tax Gain or 
Loss Harvesting
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Long-Term Capital 
Gains Rate  -  2023 

Single 
Taxpayers

Married Filing
 Jointly

Head of 
Household

Married Filing 
Separately

DATA SOURCE: Internal Revenue Service

0% Up to $44,625 Up to $89,250 Up to $59,750 Up to $44,625

15% $44,626 - $492,300 $89,251 - $553,850 $59,750-$523,050 $44,626 - $276,900

20% Over $492,300 Over $553,850 Over $523,050 Over $276,900
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Sell Winner Shares From Retirement Accounts; 
Sell Loser Shares From Taxable Accounts

When Making Gifts: Give Away Winner Shares But Sell 
Loser Shares and Give Away the Cash

More to Learn

Current Tax 
Rates Sunset

in 2026

More specifically, to the extent of your excess loss, you don’t have to worry 
about holding onto profitable positions for over a year just to get better tax 
results. With your excess loss in hand, you can exit profitable positions at 
anytime without triggering any Federal income tax whatsoever, assuming 
your excess loss is big enough to provide all the shelter you need. 

Even better, that excess loss might wind up sheltering gains in future years 
when tax rates may be higher. All in all, owning an excess loss is really 
quite liberating when you think about it the right way. To be sure, selling 
losers to generate that excess loss may be psychologically painful, but the 
potential benefits from tax harvesting should be considered.

Not every year is an up year in the market. But in some good years, you 
may not have enough unwanted losers in your taxable brokerage firm 
account to fully offset gains from your taxable account. You might need 
to adjust your portfolio by selling some winners, you may still be able to 
avoid or minimize the tax hit.
 
Do this: try to sell winners mainly from your tax-advantaged retirement 
account-traditional or Roth IRA, 401(k), variable annuity account, etc. 
Try to sell losers mainly from your taxable account; that way you can take 
some profits without necessarily paying the IRS for the privilege. In fact, 
if you can generate a net capital loss from taxable account sales, you can 
actually shelter up to $3,000 (or $1,500) worth of income from other 
sources as explained earlier.

Say you want to make some gifts to relatives in need and/or charities. You 
can make gifts in conjunction with an overall revamping of your holdings 
of stocks and equity mutual fund shares held in taxable brokerage firm 
accounts. 

Here are some tax strategies for your generosity: 

Gifts to Relatives: Don’t give away loser shares – shares currently worth 
less than what you paid for them. Instead, sell the shares to take advantage 
of the resulting capital loss as explained earlier and give the cash sales 
proceeds to the relative. 

https://modwm.com/tax-rates-sunset-in-2026-and-why-that-matters/
https://modwm.com/tax-rates-sunset-in-2026-and-why-that-matters/
https://modwm.com/tax-rates-sunset-in-2026-and-why-that-matters/


Do give away winner shares to relatives; they may pay tax at a lower tax 
rate than you would pay if you sold the same shares. In fact, relatives who 
are in the 10% or 12% federal income tax brackets will generally pay a 0% 
Federal tax rate on long-term gains from shares that were held for over a 
year before being sold because recipient owners are allowed to count your 
ownership period plus their ownership period, however brief. 

Even if the shares are held for one year or less before being sold, depending 
on their tax bracket, your relative may pay a lower tax rate than you would 
(typically 10% or 12%). However, be aware before employing this give-
away-winner-shares strategy that gains recognized by a younger relative 
who is under the age of 24 may be taxed at the rates that apply to trust and 
estates under the so-called Kiddie Tax rules. Be sure to check with your tax 
advisor if you’re concerned about this issue. 

Gifts to Charities: It turns out the strategies for gifts to relatives work 
equally well for gifts to IRS-approved charities. So, sell loser shares and 
claim the resulting tax-saving capital loss on your return. Then, give the 
cash sales proceeds to the charity and claim the resulting charitable write-
off, assuming you itemize deductions. As you can see, this idea results 
in a double tax benefit- tax-saving capital loss plus tax-saving charitable 
contribution deduction. 

Give away winner shares to charity instead of giving cash. For publicly-
traded shares that you’ve owned over a year, your charitable deduction 
equals the full current market value at the time of the gift. In addition, 
when you give winner shares away you walk away from the related capital 
gains tax. This idea is another double tax-saver – you avoid capital gains 
tax on the winner shares and you get a tax-saving charitable contribution 
write-off to boot. Because the charitable organization is tax-exempt, it can 
sell your donated shares without owing anything to the IRS. Truly, this is a 
win-win situation for everybody except the government.
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The traditional IRA has been nicknamed, “The Retirement Savings Time Bomb” by 
Ed Slott, CPA. Your IRA is laden with taxes. Most people don’t understand 
when they look at their statements that the value of their IRA is not all 
theirs, part of it belongs to Uncle Sam. Think of it as a lien against your 
IRA. All taxpayers have the ability to convert their traditional IRA to a Roth 
IRA. The calculations on whether or not an individual should convert to a 
Roth IRA are extremely complex and should be done by a professional who 
understands both investment and tax implications. Some of the factors to 
consider when converting your IRA to a Roth IRA include: 

• Your investment timeline.  

• Whether or not you have assets to pay the resulting income taxes 
outside of your retirement account or if the assets from your 
retirement account will be required to pay that tax.  

• Your current income tax bracket and whether or not itemize 
deductions or the alternative minimum tax will come into play 
because of the Roth conversion.  

• Your anticipated income tax bracket in retirement and whether or 
not you believe income tax rates will be lower or higher in the future. 

The most basic definition of retirement success, as discussed above, is the 
ability to get all the income you need during retirement while keeping up with 
inflation, and not running out of money. Prior to doing a Roth conversion, you 
should have first completed a comprehensive financial plan that will estimate 
based on your current conditions of what your probability of success is in 
achieving your basic retirement goals. Once this initial plan has been created, 
you can then overlay the Roth conversion analysis to see whether or not the 
Roth conversion will improve or hurt your probability of success. 

Because the tax treatment on the Roth IRA allows for tax-free withdrawals 
on earnings once your money has been in the Roth for a period of five years 
and you have reached age 59 1/2, the effects of tax-free compounding could 
be significant in your long-term plan. Here’s one scenario for this idea: your 
traditional IRA is (or was) loaded with equities and took a major beating during 
a stock market downturn. As a result your account is now worth a lot less than 
it once was. Correspondingly, the tax hit from converting your traditional IRA 
into a Roth account right now would also be a lot less than before. 
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Convert Your Traditional IRA into a Roth IRA

More to Learn

Podcast with
Ed Slott

Ed Slott, CPA

https://modwm.com/podcasts/creating-a-tax-free-retirement-with-ed-slott/


More to Learn

Social Security
Podcast

Social Security is one of the most misunderstood assets in a person’s 
retirement. Yes that’s right: Social Security is an asset. Think about it this 
way: it would take a significant lump sum of money to create the type of 
income that you would receive from Social Security. Every individual in 
America who is eligible for Social Security is required under current tax 
code to contribute 6.2% of every dollar they earn up to $160,200 in 2023, 
and your employer is required to match every contribution dollar for dollar. 
That’s up from $147,000 in 2022. 

If this were your 401(k) or IRA those assets were going into, it’s likely 
people would pay a lot more attention to that account. Social Security has 
unique issues when it comes to taxes. To determine the taxability of your 
Social Security, you must take into consideration your provisional income. 
Your provisional income is arrived at by taking 50% of your Social Security 
benefits and adding that to all other taxable income and tax-free income 
from municipal bonds.* If your provisional income exceeds $32,000 per 
year for a married couple, then up to 50% of your Social Security income 
will be included in your adjusted gross income. If your provisional income 
exceeds $44,000 for a married couple, then up to 85% of your Social Security 
benefits will be included in your adjusted gross income. 
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Reducing Taxation of Social Security Benefits

Why? Because a Roth conversion is treated as a taxable liquidation of 
your traditional IRA followed by a nondeductible contribution to the new 
Roth account. 

While even the reduced current tax hit from converting is unwelcome, 
it may be a relatively small price to pay for future tax savings. After the 
conversion, all the income and gains that accumulate in your Roth account 
and all withdrawals will be totally free of any Federal taxes — assuming 
you meet the tax-free withdrawal rules. In contrast, future withdrawals 
from a traditional IRA could be hit with tax rates that are much higher 
than today’s rates. 

Of course, conversion is not a no-brainer. You have to be satisfied that paying 
the up-front conversion tax bill makes sense in your circumstances. In 
particular, converting a big account all at once could push you into a higher 
tax bracket, which may not be good. You must also make assumptions about 
future tax rates, how long you will leave the account untouched, the rate of 
return earned on your Roth IRA investments, and so forth.

https://modwm.com/podcasts/avoiding-costly-mistakes-when-claiming-social-security-with-ken-sokol/
https://modwm.com/podcasts/avoiding-costly-mistakes-when-claiming-social-security-with-ken-sokol/
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By thinking about the way that you spend assets during retirement, it’s 
possible to have much more spendable income than provisional income 
during retirement, thus keeping your Social Security assets untaxed or taxed 
at a lower rate. Through proper planning, you can reduce your tax bill during 
retirement, which provides you with either more money to spend or allows 
you to withdraw a smaller amount and still have the same net spendable 
money as you would have had otherwise. Social Security planning is an 
integral part of your retirement plan and must be taken in the context of all 
other assets that are held either in IRAs or in nonqualified accounts. 

Other than tax-exempt municipal bonds,* very few portfolios grow tax-
exempt. The Roth IRA is the exception. There are advantages to having 
a Roth account to draw from in retirement. Just as asset allocation and 
diversification are cornerstones of proper planning, it may become 
increasingly more important to have tax diversification, especially 
during retirement. 

By supplementing retirement income with tax exempt income, retirees 
increase their likelihood of keeping themselves in a lower tax bracket. 
For instance, let’s say a married couple needs $130,000 of annual 
income to live on in retirement. For 2023, a married couple filing jointly 
claiming the standard deduction can have up to $117,150 of earnings 
and still be in the 12% tax bracket.

If the couple had a Roth IRA, they could take the additional $12,850 
from the Roth IRA, meeting their $130,000 in living expenses and still 
be in the 12% tax bracket. By building a Roth account, retirees will have 
more flexibility and control in managing their taxes. 

The individual tax rate reduction under the Tax Cuts and Jobs Act is a 
temporary change as the rates return to the previous amounts in 2026.

This means now may be an appropriate time to convert retirement 
assets to a Roth IRA. If you share that belief, then you may wish to 
realize taxable income now and take advantage of today’s historically 
low tax rates.

Tax Diversification Strategies

More to Learn

Tax Diversification 
in Practice

https://modwm.com/retiring-with-1-million/
https://modwm.com/retiring-with-1-million/


913-393-1000  |  modwm.com Tax Reduction Strategies  |  8

Start Your Tax Plan
This brief white paper simply shows you some tax-oriented moves that can 
be especially helpful during your retirement years. There are plenty of tax 
issues to think about, with the always looming risk of more tax law changes 
and the Tax Cuts and Jobs Act tax rates sunsetting at the end of 2025. 

Forward-looking tax planning is just one piece of the retirement puzzle. 
Our CFP® Professionals and CPAs work together to review your overall 
financial plan and help you navigate toward your one best finanical life. 

Start building your plan from the comfort of your own home 
today with our industry-leading financial planning tool. It 
includes a section to review your tax situation so you can begin 
creating your multi-year tax plan.

 CliCk here or sCan the 
Qr Code to get started

You Can also reaCh us at 
(913) 393-1000

https://modwm.com/retirement-planning-tool/download/
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Tax Preparation Checklist

Personal Information

Your Social Security number or tax ID number

Your spouse’s full name and Social Security number or tax ID number

Amount of any alimony paid and ex-spouse’s full name and Social Security number

Your tax returns for the previous three years.

Information About Other People Who May Belong on Your Return

Education Expenses

Dates of birth and Social Security numbers or tax ID numbers

Childcare records (including the provide’s tax ID number), if applicable

Income of other adults in your home

Form 8332 showing that the child’s custodial parent is releasing their right to claim
to you, the noncustodial parent, (if applicable)

Form 1098-T from educational institutions

Receipts that itemize qualified educational expenses

Records of any scholarships or fellowships your received

Form 1098-E if you paid student loan interest

Please use this checklist as your personal guide to compiling your tax documents.  This is not a 
legal document; however, it may save you time and remind you which tax documents you’ve 
accrued throughout the year.
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Self-Employment Information

Forms 1099-MISC, 1099-NEC, Schedules K-1 income records to verify amounts not reported on 1099s 

Records of all expenses — check registers or credit card statements, and receipts 

Business-use asset information (cost, date placed in service, etc.) for depreciation 

Office in home information, if applicable

Business Use of Vehicle Information

Log showing total miles driven for the year (or beginning/ending odometer readings), total business 
miles driven for the year (other than commuting), and the business purpose of the mileage 

Amount of parking and tolls paid 

If you want to claim actual expenses, receipts or totals for gas, oil, car washes, licenses, personal 
property tax, lease or interest expense, etc.

Employee Information

Forms W-2

Rental Property Income

Records of income and expenses

Rental asset information (cost, date place in service, etc.) for depreciation

Pension/IRA/annuity income (1099-R) 

Social Security/RRB income (1099-SSA, RRB-1099) 

Form 5498 showing IRA contributions 

Traditional IRA basis (i.e. amounts you contributed to the IRA that were already taxed)

Retirement Income and Contributions
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Interest, dividend income (1099-INT, 1099-OID, 1099-DIV) 

Income from sales of stock or other property (1099-B, 1099-S) 

Dates of acquisition and records of your cost or other basis in property you sold (if basis is not 
reported on 1099-B)

Unemployment, state tax refund (1099-G) 

Gambling income (W-2G or records showing 
income, as well as expense records)

Amount of any alimony received 

Health Savings Account and long-term care 
reimbursements (1099-SA or 1099-LTC)

Affordable Care Act

Savings and Investments

Other Income

Form 1095-A if you enrolled in an insurance plan through the Marketplace (Exchange) 

Form 1095-B and/or 1095-C if you had insurance coverage through any other source (i.e . an 
employer, insurance company, government health plan such as Medicare, Medicaid, CHIP, 
TRICARE, VA, etc.) 

Jury duty records 

Hobby income and expenses 

Prizes and awards

Other 1099 forms
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If You Were Recently Affected by a Federally-Declared Disaster

Other Deductions and Credits

City/county you lived/worked/had property in

Records to support property losses (appraisal, clean up costs, etc.)

Records of rebuilding/repair costs

Insurance reimbursements/claims to be paid

FEMA assistance information

Check FEMA site to see if my county has been declared a federal disaster area

Receipts for classroom expenses (for 
educators in grades K-12)

Form 5498-SA showing HSA contributions

All other 5498 series forms (5498-QA, 5498-
ESA)

Forms 1098 or other mortgage interest 
statements

All other 1098 series forms

Amount of state/local income tax paid (other 
than wage withholding), or amount of state 
and local sales tax paid

Real estate and personal property tax records

Invoice showing amount of vehicle sales 
tax paid

Cash amounts donated to houses of worship, 
schools, other charitable organizations

Records of non-cash charitable donations

Amounts paid for healthcare insurance and 
to doctors, dentists, hospitals

Amounts of miles driven for charitable or 
medical purposes

Amount of investment/interest expense 
paid

Receipts for residential renewable energy 
products

Record of estimated tax payments made
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