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Paying Estimated Income Taxes in Retirement

When you are a W2 employee, your employer withholds a certain percentage of your salary from each
paycheck based on what your tax liability is assumed to be for the year. However, when you are retired
and taking distributions from retirement accounts, the burden of paying your tax liability falls on you!

For many people, estimating your tax liability can be difficult - especially at the beginning of the year.

If you can accurately predict your total taxable income and tax liability for the year, one of the first two
options might make the most sense. If you are unaware of what your total tax liability will be until the
end of the year, the third option may be preferred because it allows tax withholding decisions to be made
later in the year. Note the suitable method depends on a taxpayer's income sources, cash-flow needs, and
tax circumstances.

Below are three strategies that aim to make the process of paying estimated taxes a breeze!

1) Withhold a certain percentage from each pre-tax IRA distribution

2) Make quarterly estimated tax payments based on your expected taxable income from all sources
and how much you expect to pay in taxes at the end of the year; or

3) Make a single end-of-year IRA distribution, withholding enough to cover your entire tax
liability for the current year

Pay your income tax withholding from a single IRA distribution:

Using this strategy, you may be able to avoid quarterly estimated tax payments. You may elect to have a
portion or all of an IRA distribution withheld for federal and, where applicable, state income taxes.

Paying your estimated income taxes this way accomplishes the following:
1) Simplifies the tax-paying process
2) Provides more time to determine the correct amount of tax to be paid

3) Potentially generates earnings on funds that would have been used to pay taxes during the year.

(See back side for a specific example)
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EXAMPLE:

If you determine you will owe $25,000 in federal and state income tax, take a $25,000 distribution
from your IRA and designate 100% of the $25,000 distribution to be withheld for federal and state
income tax purposes. Your IRA custodian will make your tax payment directly to both federal and
state tax agencies. Please note that you can also use your Required Minimum Distribution (RMD) to
cover all or some of your tax liability for the year using this same methodology.

Note that a single IRA distribution can be made at the end of the year to pay for the full year of taxes.

"For illustration purposes only. Tax implications depend on individual circumstances. You should consult with your CPA, tax aduvisor, or other qualified tax
professional before making any tax-related decisions.

To learn more about Endowment Wealth Management
and our Fee-Only Fiduciary Advice:

Call: (920) 785-6010

Visit: www.EndowmentWM.com

Disclosures: Information contained herein is intended for informational, illustrative and/or educational use only
and not designed to be a recommendation for any specific investment product, strategy, plan feature or other purpose nor
shall it be construed to be the provision of individualized investment, tax or legal advice. Endowment
Wealth Management, Inc. (“EWM?”) is not soliciting or recommending any action based on this material. This is neither
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Tax withholding and estimated tax payment rules are complex and depend on individual circumstances. Examples shown
are simplified illustrations and are not intended as tax advice or recommendations. Taxpayers should consult their CPA,
enrolled agent, tax attorney, or other qualified tax professional before implementing any tax-payment strategy.
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