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" Individual Tax Rates For 2013

$0- 317,850 10%

$17,850 - $72,500 15%
$72,500 - $146,400 ; 25%
$146,400 - $223,050 28%
$223,050 - $398,350 33%
$398,350 - $450,000 35%

$450,000 and over 39.6%
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Individual Tax Rates For 2013

$0- 8,925

$8,925 - $36,250 15%
$36,250 - $87,850 25%
$87,850 - $183,250 28%
$183,250 - $398,350 33%
$395,350 - $400,000 35%
$400,000 and over 39.6%
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| New Medicare Taxes

Partial funding mechanism for Affordable Care Act

Medicare Investment Tax
o 3.8% of the lesser of —

Annual net investment income, or

Excess of modified Adjusted Gross Income over a threshold
+ Thresholds — Married $250,000, Single $200,000

Medicare Surtax

= 0.9 % surtax on wage and self-employment income for taxpayers
with income greater than $200,000 (single) and $250,000 (married
filing joint) :

o Withholding requirements on wages > $200,000 Q
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. Medicare Investment Tax

= Net investment income is net income from —

> Interest/Dividends >Gains from the sale of property

> Annuities (other than business)

> Rents (not real estate >Passive flow through income
professionals) (LLCs, S Corps, partnerships)

Net investment income is NOT —
> Distributions from qualified plans or IRAs
> Income from municipal bonds

> Income or distributions from flow-throughs where you
materially participate LE

' Increasing Accumulatuon of Taxes

= 39.6% Top IRS rate
5.5% Top Ohio Rate
. 3% Combined City/School/Other Local
= 3.8% Medicare on investment earnings, OR
.9% extra Medicare on wage/SE income

= 49% - 52% Potential tax rate on certain incremental
income above $450,000




Gifting Opportunities

= Appreciated property

= Annual exclusion $14,000

- Reduce overall estate
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Roth IRA’s

= Benefits:

v Compound tax-free growth
1 No income tax on withdrawals

v No required minimum distribution
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Roth IRA’s cont.

= Contributions:

o Must have earned income to contribute
- Limit $5,500, additional $1,000 if over 50

o Phase out:
. $183,000 MFJ
u  $125,000 Single
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= Conversion:

= Earned income not required
.+ No income limitations to convert

.+ Conversion is taxable
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~ RothIRA’s cont.

= Back-door contribution if subject to phase-

out:
o Make nondeductible IRA contribution

o Convert to Roth IRA next day
o Earnings are taxable but will not have any
= Watch out if you have made previous deductible IRA

contributions
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Understanding tax diversification

Use this diagram as a guide to tax treatment that can help you reach your financial goals.
Esch treatment has benefits and risks that you should consider within the context of your enfire
financial shiuation. Consult with your 1ax advisor or attorney regarding specific tax issues.

iaxfres out
A

aftertax in
),
' Taxdree pui
= {nyestments and insurance
using aftertax dollars for

taxdeferred growth and/or
potential tax-free income.

Tax-free
Examples
include: Roth
{R&%=, Rath 401k,
Iunicipal Bonds?, Gash
Value Life Insurance®?,
Tax-Exempt Mutual
Funds?, 528

aitertax in ... .4 beforetax in

Beforetax In

= [westments using pre-tax
dollars for tax-deferred growth;
taxable when withdrawn.

After-tan ln

= In general, investments
using afterfax dollars ate
taxable when capital gains are
realized, interest acorues, or
dividends are paid.

Taxable Tax-teferred
Examples subject to Examples include:
current taxation* inolude: Traditional IRA®®,
Mutual Funds, Stocks, SIMPLE/SEP?, Pension

Bands, Bank Azcounts® Plans®, 401{k)* 403(b}®

Tax-deferred with after-tax dollars

Examples include: Traditional IRA3,
Ennuities®®, Berles EE Bondg™™

texable out taxable out

Taxable oui

= Tax-taferred investments use
aftertax dollars and growth
iz taxgble as ordinary incoms
when withdrawn.

! Meoessary reguiraments must be met. Consult with yeur tax advisor.

2 Gertain tax exempt income may be subject to the alternative minimum tax, or state or local taxes. Taxable capital gains or
losses may be incurred.

2 Withdrawal hefore age 594 may resultin a 10% IRS penalty.

4 Dividends and long term capiial galns may be taxed at a lower rate. Interest may he taxable even if not paid, for example, but
not limited to, original issue discount.

5 Bank deposits are FDIC insured up to $250,000 per depositor, FDIC deposit insurance has been tempurarﬂy inoreased fram
$400,000 1o $250,000 per depositor through December 34, 2013.

& Growth tax-deferred, earings taxable when withdrawn.

T May elect o be taxed currently. .. -

4 When used for gualified education expansas; otherwise, you may have o pay income tax plus a 10% penalty.

9 Death proceeds are not subject to income tax. Loans from a non-Modified Endowment Gontract {MEC) policy are not subject to
income tax unless the contract lapses or is surrendered. Loans from a MEG policy are subject to income tax to the extent that
there Is galn in the policy. Partial or full surrenders from a life insurance contract may be subject to income tax.

1 pesimes that contributions to IRA are deductible.
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