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Topics for today

* Mid-term election recap
*Washington policy areas we’re monitoring

*Year-end planning ideas to engage clients
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Where does Congress stand right now?

House* Senate**

B MR

* RealClearPolitics (11/16/22)
** Run-off election for GA Senate seat occurring on 12/6/22
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Near-term policy areas we’re monitoring

*Bipartisan retirement legislation
—House SECURE 2.0 bill and Senate EARN Act

*Next steps on proposed Treasury regulations

impacting inherited retirement accounts
— No RMDs for 2021 and 2022 per IRS Notice 2022-53

More clarity on Secure 2.0 retirement bill

®WEO®

*What's the future for student loan forgiveness?

*Deadline to fund federal government — Dec 16t
— Will extending the debt ceiling be part of the discussions?  J serstevote moves erementreormanesep

closer to the finish line

@)(
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Manage the timing of income, deductions,
and losses

2022 income tax brackets

married couple filing a joint tax return)

*Key first step — get income projections from

your clients
*Does a Roth conversion make sense before $647,850 |
the end of the year? 35% rotcing
— Benefit of converting to a Roth in a down market $431,900 — income?
— Project income to determine marginal tax bracket $340,100
and how much "room” there is until creeping to next :
bracket S
— Be aware of important income thresholds $178,150 Consider
- 3.8% surtax applies at $200k/$250k 22% increasing
- Medicare Part B/D premiums (2 year look-back) 383,550 e income?
 Taxation of Social Security benefits $20,550
* FAFSA (“base year” for calculating aid is two years prior) 10%
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Manage timing of income, deductions, and
losses (cont.)

*Should retired clients consider taking more than the RMD?
— Or, should clients withdraw from IRA before age 727

* Opportunities to reduce income — HSA or retirement account
contribution?

* Tax loss harvesting including mutual fund swaps

- Tax-smart charitable giving

—QCDs for those over age 70 %
—Lumping charitable gifts using a DAF
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Roth conversions can hedge the risk of
higher taxes in the future

2022 PROJECTED
37%

$647,850
39.6%

35%

35% $518,333

$458,839

$431,900
$340,100
38% ________. $250,000  249%,

e 33%

$256,910
28%

applies $178,150 ——
22%

$168,540
25%

$83,550
$20,550

$83,550
$20,550

12%
10%

15%
10%

Based on 2022 tax brackets for married couples filing a joint tax return. Projected example is based on tax brackets in place prior to the Tax Cuts and Jobs Act (TCJA) adjusted for
inflation through 2022. Current tax brackets are scheduled to expire at the end of 2025 with pre-TCJA tax brackets applying, adjusted for inflation. Note that other tax items are
scheduled to change after the sunset provision activates in 2025, including (for example) personal exemptions returning, lower standard deduction, less restrictions on itemized
deductions, and lower exemptions applying for Alternative Minimum (AMT) tax purposes.
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Address the 10-year rule on inherited
retirement accounts

Accountowners  Jll Heirs

 Review and evaluate beneficiary  * Tax-efficient timing of

designations distributions over the 10-year
- Leave IRA to lower-income period
heirs * If inheriting Roth, wait until the
* Review trust arrangements end of the 10t year to distribute

« Spend down IRA while living
* Roth conversions
 Charitable considerations
* QCD, CRT as stretch “proxy”

« Permanent life insurance as a
means to leave a tax-free legacy
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Consider large gifts before the end of 2025?

$12M

$6.5M

Basic exclusion amount (BEA)

$5.5M
additional
gift
exclusion

2022 2026 (projected)

Federal estate

‘ tax savings of

over $2 million

Assumes an estate tax rate of 40%. For 2022 the Basic Exclusion Amount (BEA) is $12,060,000. The 2026 projected figure of $6.5 million is based on the sunset provision effective
at the end of 2025, which will reduce the BEA to $5 million adjusted for inflation. On 11/23/18, the Treasury Department issued proposed regulations (REG-106706-18) stating that,
upon sunset of the federal estate gift and estate tax provisions under the TCJA in 2026, there would be no “claw-back” provision applied on large gifts made during the temporary

increase in the exclusion amount. On April 26, 2022 the Treasury Department issued proposed regulations that would apply a clawback on certain gifts (GRATs, QPRTs) where the

donor has reserved a way of accessing the funds directly in the future.
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Key conversations for business owners

*Net operating loss (NOL) carry-forward
and Roth conversion opportunity

* SALT workaround option

*Retirement plan review / upgrade
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Apply a net operating loss to
a Roth IRA conversion

What is a net operating loss (NOL)?

Anet operating koss (NOL) mayocaur during a taxyear in
which business deductions exceed ncome, resulting in
negathelincome. Historically, tapayers coud apply this
NOL deduction to prior tax returns, at least two years
prior, and In some cases as many as fiveyears. This was
refemed to as an NOL “carryback " Alternatively, the
taxpayer could apply the loss to future tax returns for

2 madmum of 20years. This was referred to asan NOL
“carryforward”

NOLs and small businesses
small-business owners who operate as pass-through
entities may take advantage of an NOL. In the caseof
a sole proprietor, business Income and expenses are
reported on Schedule C, whichis used to cakulate
netbusiness profit or loss. This figure ks then carmed
overto the taxpayer’s 1040 form and combined with
otherincome (spousal Income, unearned Income from
, etc) Generally, If the business loss being
reported on Schedule C exceads all other income:
reported cn the 1040, an NOL deduction may be
avallable, depending on the circumstances.

For other pass-through business entities, such as an

S Corp, partnership, or LLC, the calculation of an NOL Is
more complicated In these cases, a business lossfora
particular year s first applied to the taxpayer's cost basts
In the business. Once the basisIn the entity s reduced to
zero, an NOL may apply. Additicnally, entitles generating
passive Income (from real estate activities, for example)
are subject to the passive loss rules and may be lmited
when cakuating adeduction for NOL.

Tax reform introduces changes to NOLs
The TaxCuts and Jobs Act (TCJA) Introduced major
changesto the tax traatment of NOLS.

* Beginning In 2018, taxpayers are no longer able to carry
back NOLs, but Instead may carry forward NOLs for an
unlimited rumber of years

* Taxpayers are allowed to deduct NOLS only up to 80%
of taxable income In thatyear

* New Iimits are Imposed on deducting “excess
business losses™

“ThaTc

250,000 e taept 9,0

limk must be carriod forward to the ollowing taxysar. Thisnaw

to
than € corporations from 2018 through 2025,

Important CARES Act update: A nat operating loss (NOL) arising In a taxyaar baginningin 2018, 2018, 0r 2020 can be
camed backa maximum of five years and applied to prior tax returns. Tax kaw changesin 2017 dsallowed the carmy-
backof NOLs. The also temporarily remoyes the taxable 2 limitation to alow an NOL to fully offset
Income, Imitson “excess business kosses™ for d pass-through b p Priorto
this changs from the CARES Act, taxpayers were limitad to applying an NOL against 80% of ta@ble ncome. The 80%
restriction and limit on "ecess business losses” will apply again beginning in 2021.
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Look for opportunities to engage other family
members during the holidays

 As family members gather during the holidays, this presents an opportunity for
advisors to deepen or develop relationships

* Make sure key documents are in place
—For example, are healthcare directives and proxies — especially for older
children before they head back to college — in place?

* Family meetings, zoom calls, or social events?

* Do clients have a “road map” document for family members that outlines
wishes, lists account details, passwords, etc.

* Fund Roth accounts for younger family members

* Holiday gift giving in 529 plans
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Resources designed to help you
engage clients and prospects

More from Putnam:  Wealth Management v £ n g

- Client seminar and investor education Putnam Wealth Management

.
Clients need help with complex financial planning matters such as efficient wealth transfer, tax and inflation risk, and
sustainable income in retirement. Financial-planning experts Bill Cass and Chris Hennessey weigh in each week with a range of

insights, tips. and legislative updates

planning ideas

About the Authors

Putnam offers a wealth of resources to help
topics, focusing on areas such as effective retirement income strategies, tax legislation developments, .
you engage clients in meaningful conversations that

|4 Bl William Cass, CFP® is the Director of Wealth Management Programs for Putnam. He speaks regularly Wealth Management resources
throughout the country to groups of financial advisors and investors on a wide range of financial planning

* Wealth Management Center blo
n n nter
H SB  Chris Hennessey, Lawyer and CPA. Faculty Director. Babson College School of Executive Education, is
articles and resources gd  momberof e Puam Businos Adiary Group.Chs hasextnsivecorslig experonce

personal risk management, and efficient wealth transfer
can lead to useful solutions for them and business-

building opportunities for you

finance investments taxes and estate nlannina « Colleae Savinas + Investments
Login  RegisterAboutPutnam _ Contactus )
QD Putnam  FINANCIAL ADVISOR + Retirement/
= Futhamwealtnmanagement.com
.
Taxes
[YRSRNMR Cormitment toadvisors  Accounts

* Video commentary and podcasts Wealth Management Center

Preserving and enhancing wealth for the future with financial-planning
experts Bill Cass and Chris Hennessey

FILTERPOSTS =

WOSTRECENT PosT
Pandemic could
reduce Social Security
benefits

September 16,2020 | Retirement/Income

Follow Bill Cass on Twitter
@BillCassPutnam
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Contact Putham

800-354-4000

Client Engagement
Center
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FOR INVESTMENT PROFESSIONAL USE ONLY. NOT FOR PUBLIC DISTRIBUTION.

The views and opinions expressed are those of the speakers, are subject to change with market conditions, and are not
meant as investment advice.

Chris Hennessey, Lawyer and C.P.A., is Professor Emeritus of Law at Babson College and member of the Putnam
Investments Business Advisory Group. His opinions do not necessarily reflect those of Putnam Investments.

This information is not meant to be tax and/or legal advice.
There is no guarantee that any plans or proposals in this material will be implemented.

Your clients should carefully consider the investment objectives, risks, charges, and expenses of a fund before
investing. For a prospectus, or a summary prospectus if available, containing this and other information for any
Putnam fund or product, call the Putnham Client Engagement Center at 1-800-354-4000.

Your clients should read the prospectus carefully before investing.

Putnam Retail Management
putnam.com
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