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Learning how to 
safeguard our money 
is one of life’s earliest 

lessons. As iconic in 
childhood as a bicycle 

or a board game, the 
piggy bank taught us 

how to save. 

Learning how to safeguard our 
money is one of life’s earliest 
lessons. As iconic in childhood 
as a bicycle or a board game, the 
piggy bank taught us how to save. 
It was the depository used to 
bank our allowance and squirrel 
away the cash gifts that came our 
way on birthdays and holidays. 
The piggy bank also taught us 
a painful but straightforward 
lesson: purchasing the latest 
video game or financing a favorite 
activity required us to break 
the bank. Of course, that was 
long before we moved from the 
playground to the classroom to 
the workplace or field, where cash 
comes in on payday and quickly 
cycles back out to pay the bills. 

Before that happens, however, 
our money passes through Uncle 
Sam’s hands first, where it is 
sliced and diced to accommodate 

a slew of taxes and various 
other deductions. How much of 
it reaches your pockets often 
depends on decisions you 
made at the time of hire, when 
you were likely overwhelmed 
and anxious to get through all 
the paperwork and on to the 
job. That’s when a portion of 
your hard-earned funds starts 
funneling to the alphabet soup 
found on a typical paystub: from 
FICA to 401(k)s and everything 
else in between.

How you get taxed and how your 
money is allocated to various 
federal benefit programs can 
impact your net pay right now. It 
can also impact the income tax 
return you file every April 15th 
and your future income, as well 
as the way it’s taxed, when you 
retire. That’s why it pays to be 
“tax-smart” about your money.
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A TAX-SMART 
APPROACH TO 
RETIREMENT PLANNING
The majority of Americans limit their tax-planning 
activities to tax season. That’s when you download 
a tax app, visit a local tax preparation service, or pull 
out your calculator for a do-it-yourself tax return. 
With the IRS collecting $1.97 trillion last year and 
refunding about 20% of that ($398 billion), the goal 
in any of these scenarios is to minimize your specific 
tax burden. This is a reactive process in which you 
compare the tax tables to your tax contributions and 
hope the difference is a positive number. With tax 
planning, you’re proactive. You make decisions well 
in advance of tax season, and way before retirement, 
about ways to create tax-free income. For example: 

• You can contribute pre-tax dollars to your IRA 
or 401(k). In doing so, you lower your taxable 
income now. Although this assumes you’ll be in 
a lower tax bracket when you take your required 
minimum distributions, some Americans find 
themselves in a higher tax bracket in retirement 
than during their working years. Or, you can 
contribute post-tax dollars privately or to your 
401(k), if they allow it, in the form of a Roth IRA.  
 
Since we’re in a lower tax-rate environment 
now through December 31, 2025, you might be 
deferring taxes at a lower rate today, only to pay 
higher distribution rates later. [Heads up: If you 
plan to retire by 2026 when reductions from the 
Tax Cuts and Jobs Act expire, you could end up 
paying more in taxes in retirement. It’s best to 
examine your options now before making an 
irreversible decision.]

WHAT IT MEANS 
TO BE “TAX-SMART”
Income inequality is a hot-button issue. 

Tempers flare when we hear stories about 

the mega-rich paying taxes at a lower rate 

than the average American. You don’t have 

to be rich to pay less in taxes, however. What 

you need to be is “tax-smart.” When you’re 

tax-smart, you manage your money in a way 

that makes sure you keep as much of it as 

possible in your own pockets, rather than in 

Uncle Sam’s. Is it fair? Is it legal? Absolutely! 

There are no tricks involved. It’s simply smart 

financial planning. It’s the difference between 

preparing your taxes and planning around 

your taxes. It involves taking steps now to 

design the future you want. This means 

making decisions about how you save money, 

how you invest, and how you live. Those 

decisions impact your potential tax burden 

now and in the future. Planning ahead is key. 

With our complimentary Federal Benefits 

Report tailored around needs, we can show 

you how you can save money for retirement 

inside and outside of your TSP, tax-free.
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Current Tax Rates Through 
December 31, 2025

2026 Sunset Law
Tax Rates

DON’T MISS OUT ON YOUR
TAX-OPPORTUNITY WINDOW

Being tax-smart is always wise, but especially 

right now, due to the unique circumstances 

created by the Tax Cuts and Jobs Act. 

Based on the provisions of the Act, federal 

employees have a window of opportunity 

to make smart, tax-planning decisions that 

could save thousands of dollars. That window 

closes on December 31, 2025, so don’t wait to 

be tax-smart!
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• You could create a tax-free income stream for 
your future, as well as plan for life’s unforeseen 
events, like a critical injury or chronic illness. 
With an Indexed Universal Life insurance  
policy, enjoy protection from market risk.  
Since your Social Security and pension are 
taxable income, creating a tax-free income 
stream is key. This will help to offset your 
future tax liability when your pension, Social 
Security, and IRA distributions start to hit your 
tax return. 

Due to the Tax Cuts and Jobs Act, it’s important to 
understand where you’re at in terms of your tax 
bracket, where you’ll be in retirement, and how you 
can plan effectively to minimize your taxes in the 
long term. Decisions you make today can have a 
significant impact on how you’re taxed in the future, 
especially as you approach (or reach) your retirement 
years, when income issues become more complex. 
Your pension and Social Security will become taxable 
income, your traditional IRA dollars would be tax 
deferred, you could have qualifying dividends, and 
so much more. You’ll want to understand how each 
income stream is taxed, as well as to create more 
tax-free income streams. Consider this:

• Unanticipated expenses, related to a health 
issue or a major home repair, can arise that force 
you to dip into your retirement savings. That’s 
assuming you have savings to dip into. According 
to GoBankingRates, an unexpected expense 
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security would be to set aside a designated 
emergency fund that wouldn’t have significant 
tax implications.]

• Depending on your age, an early withdrawal 
from certain retirement accounts can put a 
serious dent in savings, due to a 10% early 
withdrawal penalty that applies to anyone 
under the age of 59 ½. Your best tax planning 
years are from 59 ½ to 70 ½, when you can 
take advantage of your financial flexibility. Now 
through December 31, 2025, we’re in the lowest 
tax rate environment possible, but that’ll change 
on January 1, 2026, when we’re scheduled for a 
tax increase.

• Social Security benefits are taxable. How 
much they’re taxed can depend on your other 
investment assets and income streams, as well 
as how prudently you’ve planned for retirement. 
Poor tax planning can easily mean the difference 
between a 15% tax bracket and a 27.25% 
marginal tax rate. Ouch!

As these examples illustrate, there are multiple 
ways to reconfigure your tax burden today and in 
the future. To learn more about the possible ways 
you might lower your annual tax bill, you can always 
go back to school. Alternatively, you could talk to a 
federal benefits expert who can help you formulate 
a strategy that optimizes your taxable income and 
helps you avoid overpaying Uncle Sam.  

would create an insurmountable hardship for 
more than 40% of Americans. These are the 
retirees who haven’t banked enough money 
to cover normal living expenses in a single 
year, which the U.S. Bureau of Labor Statistics 
currently estimates at $46,000. [Good to know: 
When you make unanticipated withdrawals 
from any tax-sheltered investment, you could 
potentially bump yourself into a higher tax 
bracket. A smarter way to protect your financial 
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NOT READY TO GET TAX-SMART?

Tax planning isn’t for everyone; it’s only for 
individuals who want to hold onto more of 
their money, especially when they retire. 
In fact, more than 50% of Americans don’t 
know what tax bracket they’re in, so if you 
choose to get tax-smart, you’ll be a step 
ahead. There are lots of reasons people 
hesitate to move forward with tax planning. 

• “I’m too young to worry about 
retirement.” Whether you’re more 
concerned at this stage of your life with 
paying down student debt or saving for 
a house or simply having the freedom 
to follow your dreams, the sooner you 
give some thought to retirement, the 
sooner you can secure the financial 
freedom to make those dreams finally  
come true. 

• “I don’t have any extra income to put 
towards retirement.” You’re not alone. 
The majority of Americans (78% according 
to CareerBuilder) live paycheck to 
paycheck. They’re not saving at all. Most 
Americans—at every age—struggle to 
save. When GoBankingRates asked people 
how much money they had in savings, 
more than 50% admitted they had less 
than $1,000 in savings. That alone should 
spur you to find ways to hold onto more of 
your money. If you’re already saving, are 
you doing it tax efficiently?

• “I’ve waited too long.” It’s never too late 
to start being tax efficient. In fact, it’s 
possible to feather the retirement nest 
with smart tax planning between ages 59 
½ and 70 ½. For example, right now, while 
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Remember that no matter how hard you work, how wisely 

you spend or how diligently you save, it’s how much of 

your money stays in your own pockets that counts. 

Contact Paragon Tax Planners today to get a Tax-Smart 

2nd Opinion report that serves as the blueprint for your 

complete tax plan. Presented by a CPA, the Tax-Smart 

About Paragon Tax Planners

At Paragon Tax Planners, we specialize in effective tax-planning strategies, strategic wealth planning, and investment 
management options when you’re in and near retirement.

Our primary focus as a financial and tax advisory firm is to understand your current situation and unique financial goals. We also 
educate you on how IRAs and 401(k)s work, what your pension options are, and more. From there, we review your portfolio to 
determine its impact on taxes. We then leverage our over 100 years of experience and industry expertise to deliver a customized, 
easy-to-understand strategy that achieves your long-term investment goals. Simply put, we work hard to be your trusted advisor.

paragontaxplanners.com// 330-617-8480

THE FIRST STEP TO GETTING TAX-SMART IS THE EASIEST

analysis shows you tax strategies to save you 

money. We’ll also cover taxation on your Social 

Security, your investments, and Required Minimum 

Distributions as you get withdrawn from IRA and 

TSP accounts at age 70.

tax rates are lower, you could make a 
withdrawal from a retirement account, 
pay taxes at today’s lower rate and 
reinvest those funds to create tax-free 
income for the future. 

• “I already use a tax preparation 
service.” You wouldn’t expect a dental 
hygienist to handle a root canal; nor 
would you ask a dermatologist to 
perform heart surgery. Tax preparation 
and tax planning are inherently 
different. Both deal with complex tax 
codes, but one retrospectively covers a 
single year of activity; the other works 

proactively with you to plan for greater 
financial security over a lifetime.

• “I rely on my agency since they manage 
everyone’s retirement programs.” Each 
person’s situation is different when it comes 
to taxes. Your coworker, who may have 
exactly the same tenure and experience 
as you, with exactly the same income, and 
exactly the same 401(k) savings may actually 
pay less in taxes. Why? Marital status, 
spousal income, dependents, deductions, 
outside income, etc. all influence the way 
your salary is taxed. You’re not “everyone,” 
and you deserve individual attention. 
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