
                            
 

Consider This Program: November 17th, 2020 
Death and Taxes, The Two Certainties In Life 

Host Joe Clark, CFP and Co-host Angi Kinser  

In this week’s episode, we will cover: 

• Why it’s easy to miss the death tax exemption  
• Is the death of your company the death of your retirement savings?   
• How required minimum distribution (RMD) works  
• You can’t run or hide from the IRS when it’s time to retire 

Who said the famous quote?  

“In this world, nothing can be said to be certain, except death and taxes.”  

a. Mark Twain  
b. Christopher Bullock 
c. Benjamin Franklin 
d. Daniel Defoe 

Trick question, they all said it. However, Christopher Bullock was the first.  

As we go through the financial journey, you need to be prepared to pay taxes. You shouldn’t ignore the fact 
that you are going to pay taxes. Taxes are not stable; taxes are variable, and it changes all of the time-
dependent upon your income and what type of income.  

Why It’s Easy To Miss The Death Tax Exemption  

If you have lost your spouse, there’s an overwhelming amount of stress to address, and higher taxes is one of 
them. Do not overlook the possibility of locking in your deceased spouse’s unused federal estate tax 
exemption. Federal estate tax is $11,000,000 apiece right now. For most people, it doesn’t even matter – you 
don’t have it. There are two terms you might want to write down if you’re near that number: 

1. Unified credit: the amount of prepaid taxes that the IRS says you’ve already paid if you choose to use 
them. 

2. Exemption equivalent: the money you can have and get away with tax-free on a federal level. 

People fail to understand that they need to fill out a 706 when someone dies. It costs $250 for people to file this 
form. Someone is going to hit the lottery if they find out about an inheritance. Then, you will have a federal 
state tax liability that is due. If you don’t file the 706, then you won’t get portability.  



There are two different tax rates—first, the effective tax rate, which is the average that you pay across the 
board. The marginal tax rate is where the incremental tax is paid on incremental income. When someone 
passes away, your social security payments may be disrupted. Plus, the living partner will not be able to file 
taxes jointly any longer. So, taxable income will increase and possibly move them to the next marginal tax 
bracket. Therefore, you can have an increase in taxation just because your partner dies.  

Is The Death Of Your Company The Death Of Retirement Savings?   

A merger can bring worries and stress to employees. People don't know if they will lose their job and are not 
sure what will happen to their retirement plan. When you have a pension, there's pension liability, and there 
are assumptions. Assumptions are based on what you believe the total funds inside a pension will create. 
When you lower your assumptions, then you have to put more money in your pension fund. Everyone is on 
the wrong side of the deal.  

If there's an acquisition, what should you do with your 401(k)? The first thing you want to do is find out the 
options with the new plan. Does it have a Roth option? Does it have investment options? There are hidden 
fees and expenses inside plans that employers are allowing to occur. Check the amount that you have in 
your 401(k) plan. The account's size doesn't matter as long as you're remaining focused on what you're 
doing.  

About Required Minimum Distribution (RMD) 

If you make it to 72, you will have to take RMD. It used to be 70.5, and it was changed in 2019 to age 72. 
People miss this stuff all the time. The penalty is very clear: FIFTY percent. If you tell on yourself, the IRS 
will be good about waiving. If you didn’t take an RMD in 2019, you need to take it in 2020, let the IRS know. 
Most likely, the IRS will not impose the penalty (as far as Joe knows).  

What happens if a person dies before taking the RMD? When someone passes away, they are supposed to 
take the RMD before the account is transferred. Unless it is being passed to the spouse, there are entirely 
different rules. There are times when the RMD should be taxed at the kids’ level instead of mom and dad. 
You have to pay attention to both sides of the equation.  

You Can’t Run Or Hide From The IRS When It’s Time To Retire 

There will come a day when the IRS is at your door to collect. Distribution of assets can be by your design or 
the design of the IRS. At some point, all of the deferred money that you have saved will need to be taxed. 
Deferred tax money has been going on since 1978. At that time, tax rates were so high that it made sense. 
The top tax rate was 70%. Now, the maximum rate is 37.6%. It's high, but it's nowhere near as high as it 
was. At some point, you will pull out your retirement money. When all of this was crafted, you deferred the 
taxation today because you would need less money later on in life to retire. When you retire, it is about 
replacing 100% of your standard of living, not replacing a percentage of your income.  

Here's where people get into trouble: they defer their taxes because they expect their tax rate to be lower 
later in life. That's true. However, unless you agree to die on time (84.5), you are going to be forced to have 
a defined distribution established by the IRS, not by your making. Just because you make less money later 
in life, that doesn't make deferred taxation a good idea. CPAs will get this wrong more than tax planners do.  

Financial Tidbits 

- “The tax code is a series of stair steps where you work your way up.” -Joe 
- “You need to be doing some tax planning.” -Joe 
- “I put zero money into a 401(k) until it can be a Roth.” -Joe 
- “The world of tax deferral makes no sense to me.” -Joe 
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• [ 2:00 ] Who said the famous quote?  
• [ 5:10 ] Why it’s easy to miss the death tax exemption   
• [ 18:30 ] Is the death of your company the death of retirement savings?   
• [ 31:15 ] About required minimum distribution (RMD)  
• [ 39:00 ] Do companies try and buy FEG? 
• [ 44:00 ] You can’t run or hide from the IRS when it’s time to retire  
• [ 57:00 ] What happens to a trust when you pass away   

 

Connect with Financial Enhancement Group: 
Visit our Facebook page at www.Facebook.com/FinancialEnhancementGroup 

  

Join our Facebook Group at www.yourlifeafterwork.com/FinancialTidbits 

  

Visit our website at www.yourlifeafterwork.com 

  

We would love to answer your questions on air! 
Call Angi at (800) 928-4001 or send them to TalkToFEG@yourlifeafterwork.com 
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