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Changes in the tax laws could take a toll on your portfolio now and erode your income when you retire.  
The good news is that you can make solid decisions now that could benefit you in the future. 

Today, your retirement portfolio is probably a mix of assets that fall into three categories, or buckets:

Tax-deferred contributions, which are pretax dollars invested in IRAs, and employer-sponsored plans,  
such as a 401(k). The challenge is that you have contribution limits.

Taxable investments, which are after-tax dollars invested in stocks, bonds, mutual funds, and other investments  
in your retirement portfolio. There are no contribution limits.

Tax-advantaged investments, which are after-tax dollars invested in municipal bonds or Roth IRAs.  
If your modified adjusted gross income (MAGI)  exceeds $129,000 ($191,000 joint), you are ineligible for a Roth.

Tax increases could affect you this year and when you retire.

New taxes may affect you now and in retirement

1

2

3

You may have less to invest and a potential loss of earnings
2012 2013/2014

Top tax rates: Permanent increase for those with taxable income above 
$406,750 ($457,600 for joint filers)

35% 39.6%

Medicare payroll tax: Additional tax on earned income above $200,000 
($250,000 for joint filers)

N/A 0.9%

Capital gains: The top rate for long-term capital gains and qualified 
dividends increased for those with taxable income above $406,750  
($457,600 for joint filers)

15% 20%

Unearned income (Medicare contribution): Surtax on lesser of net 
investment income or MAGI above $200,000 ($250,000 for joint filers)

N/A 3.8%

Itemized deductions: Reduces Schedule A deductions by up to 80%.  
Reduced by 3% of every dollar that your taxable income is above $254,200 
($305,050 for joint filers).

Phaseout

Personal exemptions: Reduced by 2% for each $2,500 dollars that your 
taxable income is above $254,200 ($305,050 for joint filers). If your income 
exceeds $376,700 ($427,550 for joint filers), your personal exemptions will  
be fully phased out.

Phaseout

When you take retirement income your benefits will be affected

Social Security: Up to 85% of your benefits could be taxable.

Medicare premiums: Your Medicare Part B premiums will increase above the basic $105 per month, if 
your MAGI exceeds $85,000 ($170,000 for joint filers). For higher income individuals, the maximum monthly 
premium will be $336.

Gain potential tax advantages with life insurance
No matter when you retire, you can take income through policy loans and withdrawals1 without affecting your:

Income tax bracketݱ 

 Capital gainsݱ 

Social Security taxݱ 

Medicare premiumsݱ 

MAGIݱ 

Sources: IRS Rev Proc 2013-35; Internal Revenue Code Sections 1, 86, 1411, 3101; Medicare.gov, Part B premiums, 2014.

federal taxes



By adding Lincoln life insurance to your retirement portfolio,  
you can help protect your savings and gain these advantages:

 An income tax-free death benefit for your beneficiariesݱ 

Tax-deferred growth opportunitiesݱ 

 No retirement contribution limitsݱ 

A tax-advantaged source of retirement income3ݱ 

½No penalties for cash values taken before age 59ݱ 

You pay ordinary  
income tax and a  
10% penalty.1

Your tax-deferred 
assets become 
taxable.

85% of your Social 
Security benefits are  
taxed if you have too 
much MAGI.2

Your Medicare Part B 
costs increase from $105 
to $336/month if you 
have too much MAGI.2

You must take 
required minimum 
distributions, which 
adds to your tax 
exposure.

At age 62 At age 65 At age 70½

How new taxes may affect your income if you retire: 

401(k), etc.

Tax-
deferred

Stock, bonds,
mutual 

funds, etc.

Taxable

Municipal 
bonds,

Roth IRAs, 
etc.

Tax-
advantaged

You pay 
taxes to 
the IRS

You have income 
tax-free distributions 
without penalties.3

You could access 
income tax-free 
funds with some 
policies.3

There’s no effect on 
your Social Security 
benefits.

There’s no effect on 
Medicare Part B.

You are not required 
to take minimum 
distributions.

At age 62 At age 65 At age 70½
What cash value life insurance could do for you when you retire:

Taxable  
income

Tax-free 
income*

Life 
insurance

Tax-free
income3

*Income tax-free subject to certain requirements. Could affect modified adjusted gross income.   1The 10% penalty is applicable for withdrawals from  
qualified plan and IRA accounts before age 59½.   2Individuals with $34,000 annual income; $44,000 filing jointly.   3Income tax-free loans and  
withdrawals will reduce the policy’s cash value and death benefit.

You save for retirement

Diversify with life insurance for tax-smart retirement income.

Pretax $ After-tax $ After-tax $

After-tax $

1 32

After age 59½Before age 59½

After age 59½Before age 59½

Taxable  
income

The possibility to get more value from your investment dollars
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Important disclosures:

This material was prepared to support the 
promotion and marketing of insurance 
products. Lincoln Financial Group® 
affiliates, their distributors, and their 
respective employees, representatives, 
and/or insurance agents do not provide 
tax, accounting, or legal advice. Any tax 
statements contained herein were not 
intended or written to be used, and cannot 
be used, for the purpose of avoiding U.S. 
federal, state, or local tax penalties. Please 
consult your own independent advisor as 
to any tax, accounting, or legal statements 
made herein. 

The life insurance strategy could include a modified 
endowment contract (MEC). A MEC policy is one in  
which the life insurance limits exceed certain high levels 
of premium, or the cumulative premium payments exceed 
certain amounts specified under the Internal Revenue 
Code. For policies that are MECs, distributions during 
the life of the insured, including loans, are first treated 
as taxable to the extent of income in the contract, and 
an additional 10% federal income tax may apply for 
withdrawals made prior to age 59½.

Lincoln life insurance policies are issued by The Lincoln 
National Life Insurance Company, Fort Wayne, IN, and 
distributed by Lincoln Financial Distributors, Inc., a 
broker-dealer. The Lincoln National Life Insurance 
Company does not solicit business in the state  
of New York, nor is it authorized to do so. 

Policies sold in New York are issued by Lincoln Life 
& Annuity Company of New York, Syracuse, NY, and 
distributed by Lincoln Financial Distributors, Inc., a  
broker-dealer. 

All guarantees and benefits of the insurance 
policy are subject to the claims-paying ability  
of the issuing insurance company. They are not 
backed by the broker-dealer and/or insurance agency 
selling the policy, or any affiliates of those entities  
other than the issuing company affiliates, and none 
makes any representations or guarantees regarding  
the claims paying ability of the issuer.

Lincoln variable universal life insurance is sold 
by prospectus. Carefully consider the investment 
objectives, risks, and charges and expenses 
of the policy and its underlying investment 
options. This and other important information 
can be found in the prospectus for the variable 
universal life policy and the prospectus for the 
underlying investment options. Prospectuses 
are available upon request and should be read 
carefully before investing or sending money. For 
a current prospectus, please call 800-444-2363 
or go to www.LincolnFinancial.com.

Products referenced may include variable products.  
Please note that with variable products policy values  
will fluctuate and are subject to market risk and to 
possible loss of principal.

Products, riders and features are subject to state 
availability. Limitations and exclusions may apply.  
Check state availability.

Take charge of your future 
Ask how Lincoln life insurance solutions  
can help your retirement strategy.


