Your Winning Retirement Plan
Meeting Minutes

Topic: Chapter 3 Part 2 — Investments
Pages Covered: (84 - 109)

Date: Sunday, February 6™

Time: 4pm — 5pm Mountain Time

Resources

e Meeting Recording (MP4): Link (60 minutes)
Meeting Agenda(PDF): Link

Chapter 3, Part 2 Discussion(PDF): Link
Meeting Minutes(PDF): Link (This document)
Schwab: Roth Conversion Calculator

Meeting Minutes
e Chapter 3 Discussion (00:00 — 58:00)
o Vehicles (01:22 — 24:31) (01:22 — 24:31)

Allocating within Vehicles (24:31 — 29:19)
Making Smart Investments (29:19 — 40:48)
Real Estate (40:48 — 44:34)
But | want to Relax! (44:34 — 46:28)
Chapter Closing Thoughts (46:28 — 56:25)

= REITS

= How to determine the spend down sequence of your retirement funds.

O O O O O

Supplemental Material
More information on topics mentioned in our meeting:
e What are | Bonds?
o Investopedia:
= |nflation-Linked Savings Bond (I Bond) — Explain what they are and how they work
= Best Saving Bonds — Compare EE bonds to | Bonds

e Bond Laddering — Mentioned in our conversation, but may not apply to | bonds, since these are not fixed
rates, and adjust, one of the points of bond laddering is to minimalize risk with fixed rate bonds.



https://www.artcentrics.com/13_MoneyMatters/Your_Winning_Retirement_Plan/2022-02-06_Your_Winning_Retirement_Plan_Discussions_Chapter-3_Part-2.mp4
https://www.artcentrics.com/13_MoneyMatters/Your_Winning_Retirement_Plan/2022-02-06_Meeting_Agenda2.pdf
http://www.artcentrics.com/13_MoneyMatters/Your_Winning_Retirement_Plan/2022-02-06_BookDiscussion_Chapter-03_Part-2.pdf
http://www.artcentrics.com/13_MoneyMatters/Your_Winning_Retirement_Plan/2022-02-06_Meeting%20Minutes.pdf
https://www.schwab.com/ira/understand-iras/ira-calculators/roth-ira-conversion
https://www.investopedia.com/terms/i/inflation-linkedsavingsbonds.asp
https://www.investopedia.com/best-savings-bonds-5196440
https://www.investopedia.com/investing/build-bond-ladder-boost-returns/
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e Calculating taxes for a Partial or full Roth Conversion

Example

2020 Tax Quick Tax Calculation table

Form 1040
2020 Quick Tax Method
MFJor QW Taxable income

Singie Taxabie Income

Filing Status: Married Filing Jointly (MFJ)
Taxable income from last years taxes: $120,000
Amount currently in IRA: $400,000

Determine the amount of your IRA you can convert to an IRA before reaching top of current tax bracket, and also determine extra
amount of taxes that will be due as a result of the conversation.
Observations:

NOTE: This will be based on 2020 figures, so will not be exact, but should be a good estimate.
Current tax bracket = 22.0% (ie $80,251 - $171,050)
Top of this tax bracket is $171,050, we will shoot for $170,000 leaving a $1,050 buffer for good measure.

Calculations

Roth Conversion amount for this year: $170,000 - $120,000 = $50,000
Estimated Taxes without conversion : $120,000 X 22% - $8,420 = $17,980.00
Estimated Taxes With Roth Conversion: $170,000 X 22% - $8,420 = $28,980.00
Extra Taxes due to Roth Conversion: $28,980 - $17,980 = $11,000

Sanity Check: $50,000 x 22% = $11,000 (Yep, this checks out)

Considering that the next tax bracket is only 2% higher (ie 24%) if you are on a tight timeline, you may want to consider bumping up
to that tax bracket. Lets calculate how much more we could convert to get to the top of the next tax bracket and additional taxes for

that.
Top of next Tax Bracket: $326,600, we will shoot for $320,000 and leave a $6,600 safety margin.
Additional IRA we can convert: $320,000 - $170,000 = $150,000
Additional Taxes (24% tax bracket): $150,000 X 24% = $36,000
Total Roth Conversion amount this year: $50,000 + $150,000 = $200,000
Total Extra Taxes due to conversion: $11,000 + $36,000 = $47,000
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A few more things to remember when considering a Roth conversion:

e Timing can matter — Remember, you will be taxed at the current market value of your conversation. So if the market makes
a 10% correction and your investments are down also when you perform your conversion, you will be paying less taxes, or be
able to convert more equities.

e Conversions within the same institute can usually be done without having to liquidate your investments, you would just
transfer the investments from your tax differed account (ie IRA) to your Roth. The institute will determine the market value
of the investments on the day the transfer is performed for tax purposes.

¢ NEVER withdraw withdrawal the money for the conversion yourself. If you are converting an IRA from one institute to
a ROTH at another institute have them perform a Direct Transfer of the funds from custodian to custodian. More details on
this process here. Receiving the money directly so you can place the funds in your Roth yourself can have dire tax
consequences if not performed correctly, best to avoid this completely.

e Real Estate Investment Trusts (REITS)
Investopedia:
e REITS topics (More topics available than what is listed below)
o What are the risk of REITS?
o 5 Types of REITs and How to Invest In Them
o REITs vs Real Estate Mutual Funds: What’s the Difference?
o Senior Living REITs: Good for your Portfolio?
o Kiplinger
o 7 REIT ETFs for Every Type of Investor
A couple of recent recommendations for REITS in the Assisted Living area...
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https://www.investopedia.com/ask/answers/179.asp
https://www.investopedia.com/search?q=reits
https://www.investopedia.com/articles/investing/031915/what-are-risks-reits.asp
https://www.investopedia.com/articles/mortgages-real-estate/10/real-estate-investment-trust-reit.asp
https://www.investopedia.com/articles/investing/040315/reits-versus-real-estate-mutual-funds.asp
https://www.investopedia.com/articles/investing/111216/should-you-add-senior-housing-reits-your-portfolio-hcp-snh.asp
https://www.kiplinger.com/investing/etfs/603304/7-reit-etfs-for-every-type-of-investor

