Retirement planning often feels like it revolves around asset allocation, lifestyle math, and the big questions about
"will I have enough?” Tax efficiency rarely gets the same spotlight, even though it can quietly decide whether your

money lasts longer than your plan suggests.

| learned this the hard way in a family situation where “the investments were fine,” but the withdrawals weren't.
The account holder started taking a fixed amount from a taxable account and then used additional taxable sales to
cover expenses. Later, after the first year of higher income and more realized gains than expected, the household
looked at the tax bill and realized they had essentially paid a premium for the same standard of living. The fix was
not exotic. It was a better withdrawal order and a few timing choices that reduced taxable income when it

mattered.

This article lays out a simple, practical retirement withdrawal approach designed to be tax-efficient without
requiring you to become a part-time tax attorney. It is built around a repeatable process, common account types,

and realistic trade-offs you will actually run into.

The real goal: control your taxable income each year

Your tax bill is the sum of multiple moving parts, not one number. But for most retirees, the biggest lever is how

much of your income ends up being taxable in a given year.

If your withdrawals are drawn from the wrong account at the wrong time, you can push yourself into higher
brackets, trigger state taxes you could have avoided, and force capital gains to realize at less favorable rates. Even

when you are otherwise sensible, the tax system rewards consistency and timing.
A tax-efficient withdrawal strategy focuses on two questions:

1. How much taxable income will this year generate, before deductions and credits?
2. Which accounts can provide cash flow with the least taxable impact?
Once you can answer those questions, “simplicity” becomes easier. Instead of trying to optimize every dollar

forever, you aim to keep taxable income in a good zone year after year, using rules of thumb and a plan to adjust

when life happens.

Start with the account “types,” not the tax forms

Most retirees have a mix of taxable brokerage accounts, tax-deferred retirement accounts (traditional IRA, 401 (k),
and similar), and tax-advantaged Roth accounts. Sometimes there is also a pension, Social Security, and other

income sources.
Each type behaves differently:

¢ Taxable brokerage withdrawals usually mean selling investments. That creates capital gains or losses, and

the timing of sales matters.

¢ Tax-deferred accounts generally create taxable ordinary income when withdrawn (subject to your specific

plan and any exceptions).

* Roth accounts generally offer qualified distributions that are not taxed at the federal level, assuming

conditions are met. The details matter, especially when you are using Roth conversions earlier in retirement.



When | talk to clients or families about withdrawal planning, | often tell them to stop thinking of “money” as one
pile. Think of money as categories with different tax consequences. Your strategy is the order you choose to tap

them.

A simple framework that stays useful through market swings

Markets are unpredictable. A plan that only works when returns are smooth tends to fail at the first bump. A tax-
efficient approach should also handle years when you have losses in the market or when you need more cash due

to an unexpected expense.

Here is the practical framework I've seen work:

1) Estimate your annual “taxable income zone”

You do not need a precise tax projection down to the penny. You need a realistic estimate good enough to choose

among account sources.
Taxable income is influenced by:

e distributions from traditional retirement accounts

® capital gains from taxable account sales

e dividends and interest

® pensions

® Social Security (which can be partially taxable depending on your income)

* required minimum distributions when they begin

This is where planning becomes iterative. If you are not yet in the RMD phase, you can decide the level of
withdrawals with more freedom. If you are near the RMD phase, you plan around the constraint that certain
withdrawals are mandatory.

2) Use “marginal thinking,” not an all-or-nothing mindset

Taxes change at bracket thresholds, but your goal is not to park your income exactly at a single line. It is to avoid

avoidable jumps.

Marginal thinking means asking, “If | withdraw an extra $10,000 from this account, what does that do to my
taxable income and tax rate?” The answer varies by household, deductions, and other income. But even without
perfect math, you can often avoid high-tax years by shifting a portion of withdrawals into accounts that create less

immediate tax.
3) Prefer tax-efficient sources first, then adjust
Tax efficiency usually means the source creates less taxable income per dollar of cash flow.

In many cases, that leads to a pattern such as:

* harvest taxable capital gains strategically, and offset with losses when possible
e pull from tax-deferred accounts to “fill up” lower brackets when appropriate
® use Roth conversions deliberately when there is room and the long-term payoff is worth it

But the exact order depends on your balances, tax bracket situation, and whether you have losses or

carryforwards.



Where Roth conversions fit, and why they feel different

Roth conversions are often discussed like a silver bullet, and the disappointment that follows is usually
understandable. Converting money to a Roth account can create taxable income in the conversion year. If you do
it mechanically, it can raise your taxes more than expected.

When conversions work well, it is usually because the retiree has a window where they can convert into a lower

bracket while their future withdrawals will be helped by having Roth funds available later.
A useful way to think about it is not “conversion equals savings.” Instead:

e |f you convert in a year where your tax rate is relatively low, you may be prepaying taxes at a favorable rate.

e Later, withdrawals from Roth can reduce future taxable income, which can help with bracket control and with

the taxation of Social Security.

There is also a behavioral benefit. If Roth dollars are available, you have more levers to keep taxable income from

spiking. That flexibility is valuable, especially if you plan to fund big expenses in a future year.

Still, conversion decisions should be made with care. If you convert while already near higher brackets, the
immediate tax hit can outweigh the long-term benefit. And if you are close to the point where required
withdrawals begin, you want to best retirement accounts coordinate the conversion plan with what the system will

eventually force you to do anyway.

The trade-off nobody wants to talk about: cash flow vs. Tax drag
The simplest withdrawal plan can be tax efficient and still fail to feel good because of cash flow timing.

For example, taxable account sales often require you to sell shares and realize gains. Even if those gains are taxed
at favorable rates, you might still have to liquidate investments that you did not plan to touch. In contrast, a tax-
deferred account might allow you to withdraw without selling. But it can generate ordinary income taxation, which

may be less favorable than long-term capital gains rates.
There is no universal rule that always wins. The trade-off is often:

* Tax-efficient on paper but requires selling or rebalancing in taxable accounts at moments when you would
rather not.

* Cash-flow convenient but increases ordinary taxable income.

A mature strategy accepts that you will sometimes make a trade for reasons like investment flexibility, liquidity

needs, or a preference to preserve certain holdings.

Social Security adds a twist, especially mid retirement

Social Security taxation is not simply “taxed or not taxed.” It can become partially taxable depending on your total
income. This matters for withdrawal planning because your other income sources, including withdrawals and

realized gains, can push Social Security into a taxable range.

What I've seen work in practice is incorporating Social Security early in the planning model. Even if you do not
know the exact benefit amount months or years out, you can estimate it and observe how sensitive your taxes are
to additional taxable income.

Once Social Security is in the picture, keeping taxable income controlled becomes more valuable. That increases the

payoff for:
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® harvesting losses in taxable accounts
* avoiding unnecessary capital gain realizations
® spreading ordinary income withdrawals to avoid bracket jumps

® using Roth or other less taxable sources strategically

A practical withdrawal order you can actually run

You can build a simple “if-then” order of operations and use it to decide each year which account to tap. The point

is not to lock yourself into one rigid sequence forever. The point is to prevent avoidable tax mistakes.

Here is a practical order of operations | often recommend as a starting point for households without overly

complex needs:
* Withdraw from taxable accounts selectively when losses can offset gains or when gains are minimal, focusing
on long-term capital gains and tax-lot management.

* Use tax-deferred accounts to fill lower brackets when you need larger amounts of ordinary income and you

are in a relatively low-rate period.

® Consider Roth conversions only when you have room in the tax brackets and the conversion will likely reduce

future taxable withdrawals.
® Delay required minimum distribution impact when possible, but understand you cannot delay the mandatory

withdrawals once they begin.

That list is the skeleton. The flesh comes from year-by-year details like stock losses, charitable plans, and whether

you have major one-time expenses.

The “simple” part is the annual review

The best strategies feel complicated until you realize you only need to do a small number of decisions each year.
Most households can do a manageable version of this review with a spreadsheet and a tax professional for the

years that matter.
A realistic annual review includes:

* estimated taxable income from all sources

® expected capital gains from taxable account sales

¢ whether you are likely to realize gains unintentionally (for example, dividend income or interest can add up)
* whether you have tax losses to harvest and whether they offset enough gains to matter

® whether your planned Roth conversion amount keeps you out of higher brackets

* an updated view of Social Security taxation if applicable

I've seen families get overwhelmed and stop doing it. The trick is to keep the review focused on decisions you can
actually change. You are not trying to forecast every possible future tax law. You are trying to make this year's

account selection smarter than last year's.

Two scenarios that show how the strategy changes

Scenario 1: you have taxable losses available



Suppose a taxable account has unrealized losses after a market dip. If you need cash, you can sell positions to

realize those losses. In many cases, realized losses can offset realized gains elsewhere retirement in your portfolio.

This can be a powerful year. It can also be counterintuitive if you are emotionally attached to waiting for a
rebound. But if the losses are real and you have gains or need to generate cash, loss harvesting can reduce taxes

that would otherwise show up later at inconvenient times.

The strategy becomes not “sell because you need money,” but “sell in a way that reduces taxable income.” That is
tax efficiency in plain language.

Scenario 2: you are early in retirement with low income

Early retirement often comes with a temporary income gap. If you are not yet taking large withdrawals and you

have not started required withdrawals, you might be in a lower bracket window.

This is usually where Roth conversions can be most compelling. The cost is taxes now, but the benefit is reducing
future taxable distributions. If you are likely to need income for decades, reducing future taxable withdrawals can

be valuable.

That said, even here, conversions are not guaranteed wins. If your future income is uncertain or you might have
big deductions later (or a job income return), converting too much can be a mistake. The best approach is to

coordinate conversions with your likely income path, not with an idealized projection.

When the “best” plan is still not the plan you’ll execute

A tax-efficient approach should respect human behavior. People change jobs, they help family, they get hit with

medical costs, and they decide to sell a house or buy one.

One reason simple withdrawal strategies fail is that the household forgets to adjust. A year with a large charitable

gift, a surge in medical expenses, or a big market rebound can all change the tax picture.

| recommend building flexibility into your plan by using thresholds rather than commitments. For example, you
may set a rule that says, “If my estimated income stays below this range, | will convert up to the top of the range.
If it rises, | pause conversions and focus on other sources.” You are not eliminating judgment. You are turning

judgment into something repeatable.

Avoid the most common withdrawal mistakes

Even thoughtful retirees can make expensive mistakes without realizing it.

Mistake 1: assuming “withdrawals from the best account” is always fixed

It is not fixed. Your bracket position changes as capital gains happen, as you claim deductions, and as Social

Security begins. A source that is efficient one year may be less efficient another year.

Mistake 2: ignoring how taxable account sales interact with long-term planning

Taxable sales are not just “I needed cash.” They are also capital gains, tax-lot selection, and the sequencing of gains

and losses.

Mistake 3: making Roth conversions too casually
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A Roth conversion can be helpful, but the amount converted matters. Converting in a year that ends up at a

higher effective rate can remove the advantage you were targeting.

Mistake 4: forgetting state taxes

Federal taxes dominate planning, but state taxes can change the outcome, especially in states with high rates on
ordinary income. A conversion that is marginally beneficial federally may not be beneficial once you include state

exposure.

These mistakes share a common thread: they assume the plan you pick today will remain optimal tomorrow. The

tax system punishes that kind of rigidity.

A quick checklist for before you withdraw

You do not need a long form tax intake every time you take money out. You do need a consistent pre-withdrawal

check so you do not accidentally trigger a higher-tax outcome.
Before you make withdrawals for the year, | suggest reviewing the following:
* What is my estimated total income for the year, including dividends, interest, pensions, and planned IRA
withdrawals?
* Do | have taxable capital losses | can realize without violating my long-term investment intentions?

* Am | close to any bracket or phaseout threshold where an extra amount changes my rate?

* |f | am considering a Roth conversion, how much room do | truly have in the bracket after accounting for

everything else?

e |f required minimum distributions apply soon or already apply, how will they constrain my options?

This is not a guarantee of perfection. It's a guardrail against avoidable errors.

A realistic perspective on complexity

You can make retirement taxes extremely complicated if you want to. Multiple accounts, multiple states,

complicated charitable strategies, and different withdrawal timings can turn into a long-term project.

But the best part of tax-efficient withdrawal planning is that the basics still matter. Even a relatively straightforward

approach can reduce the tax bill meaningfully compared to “take money from whichever account is easiest.”
The simplest approach that works usually has these traits:

* you decide withdrawals based on estimated taxable income for the year
* you coordinate account types instead of treating them separately

® you manage taxable sales with intent

® you revisit the plan annually

® you respect constraints like RMD rules and personal liquidity needs

How to start if you want a “simple plan” this year

If you are already retired or close to it, you can begin right now without waiting for the “perfect” plan. The goal is

to create a starting point you can refine.



Choose a baseline year and map where income will come from: Social Security, pensions, and any scheduled
distributions. Then decide how you will cover any remaining spending needs. From there, apply the account order

logic and adjust for special circumstances like capital losses, medical expenses, and charitable intentions.

If you work with a tax professional, this is also the moment to ask for help on the handful of decisions that actually
change tax outcomes: Roth conversion sizing, taxable account sale strategy, and the coordination of withdrawals

with Social Security taxation.

The strategy is not about avoiding taxes at any cost. It's about avoiding unnecessary tax drag and making your

withdrawals work for you.

Final thought: tax efficiency is mostly discipline

Tax-efficient withdrawals are rarely about clever tricks. They are about discipline, timing, and understanding the tax

“character” of each account you own.

Once you treat retirement withdrawals like an annual planning exercise rather than a mechanical habit, you gain
something valuable: control. You can still live your life. You can still rebalance when markets move. You can still
respond to real-world needs.

But you do it with fewer avoidable surprises, and your money has a better chance of lasting as long as you need it

to.



