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A Note Before We Begin 

This educational paper is written for the curious, thoughtful saver who wants to understand how taxes 
interact with the financial decisions they make over a lifetime. You don't need to be a tax expert to follow 
along. Our hope is that by the end, readers feel more confident about the decisions ahead and are better 
equipped to have meaningful conversations about the financial future they want. 

Abstract 

Kinetic Wealth is where careful savers become confident stewards. We believe the act of managing 
resources well is an act of stewardship, and stewardship isn't just about how much we save. It's also about 
being thoughtful with how, where, and when we save it. In addition, the strategies employed to pass our 
savings to the next generation or to charitable causes impacts the ultimate outcome. Conscientious 
stewards can increase their positive impact and legacy by thoughtfully considering these strategies. 

An important dimension of financial stewardship is managing the effect of taxes. Most of us are taught to 
think about taxes one year at a time - to minimize what we owe each year - and that's a reasonable 
instinct. But when we zoom out and look at taxes across an entire lifetime, a different and more powerful 
picture emerges. 

This paper explores what happens when we shift our tax planning approach from "How do I pay less tax this 
year?" to "How do I pay less tax over my lifetime?" Using a simplified projection based on 2025 tax rates and 
dollars, we demonstrate that a blended savings approach (one that combines pre-tax and Roth 
contributions at different stages of life and income) may reduce lifetime taxes by a meaningful amount for 
many savers while preserving comparable retirement asset accumulation. 

We also cover several other tax-smart strategies that careful savers can implement to manage lifetime 
taxes. To back up our approach to tax planning, we show how independent research from Vanguard 
quantifies the real, measurable value many of these strategies can deliver for taxpayers. 

The overarching point is simple: Just as diversifying our investments reduces risk in our portfolio, 
diversifying the tax treatment of our savings increases our future financial flexibility while potentially 
reducing the total tax paid over a lifetime. 

I. Introduction 

Most conversations about retirement planning start with one question: How much should I save? 

That's the right place to start. But we believe it's not the only number that matters. The types of accounts we 
use to save can drastically change our options and taxes paid throughout life. 
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The type of account we contribute to determines not only when taxes are owed, but how much flexibility we 
will have in managing our income and taxes after our working years. As retirement income adds up from IRA 
withdrawals, Social Security, pensions, and Required Minimum Distributions (RMDs, which are mandatory 
withdrawals the IRS requires beginning at a certain age), the choices made throughout our career can 
ripple forward in ways that are easy to underestimate. 

This paper offers a framework for thinking about retirement savings through a lifetime tax lens. We'll walk 
through three scenarios to demonstrate how the type of contribution savers make, not just the amount, 
may have a real and lasting impact on how much tax they pay over their lifetime. 

Keep in mind that tax laws change. They always have and likely always will. This fact is one of the strongest 
arguments for the approach we describe in our saving analysis covered in Section III, which is building 
flexibility into our saving plans so that we're better positioned to respond to whatever changes come. It’s 
also important to stay abreast of tax law changes over time so each careful saver can ensure they’re 
making the most of lifetime tax planning opportunities. 

II. The Three Tax Buckets 

Most investment accounts fall into one of three categories. Understanding how each works is essential to 
seeing the bigger picture: 

Pre-Tax Accounts (e.g., Traditional 401(k), Traditional IRA) 
When savers contribute to a pre-tax account, they receive a tax break today - those contributions 
reduce taxable income in the tax year they’re made. The catch? Every dollar withdrawn later is taxed as 
ordinary income. Think of it not as tax elimination, but as tax deferral. The tax bill is still coming; it’s 
simply pushed out into the future. These accounts have IRS-imposed contribution limits and may carry 
penalties when used outside of retirement. 

Roth Accounts (e.g., Roth 401(k), Roth IRA) 
Roth accounts work in the opposite direction. Taxes are paid on contributions before they go in, so 
there's no upfront deduction. In exchange, qualified withdrawals (including growth) are generally tax-
free. Roth accounts have no RMDs during most taxpayers' lifetimes, which we'll discuss more later. These 
types of accounts also have contribution and withdrawal parameters like their Traditional counterparts, 
and it’s important to understand the nuanced 5-year rules associated with Roth accounts. 

Taxable Accounts (e.g., Individual or Joint Accounts) 
Taxable accounts offer the most flexibility with no contribution or withdrawal limitations. Like Roth, 
contributions are made with after-tax dollars. Unlike Roth, future growth isn't tax-free. Gains realized 
from selling appreciated investments held more than a year are typically taxed at rates more favorable 
than ordinary income. Ongoing income from interest and dividends realized in these accounts also 
carries a tax cost in most cases. This account type may benefit savers from a "step-up" in cost basis 
when passed to a beneficiary, which can be a significant legacy planning tool. 
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For our analysis in the next section, we'll focus primarily on the interplay between pre-tax and Roth 
accounts, as these are often the most consequential decisions for many retirement savers (and the most 
commonly available options through employer-sponsored plans). 

III. Three Strategies, One Lifetime: What the Numbers Show 

To relate these concepts to real life, we modeled three scenarios for a hypothetical saver and compared 
how each played out across a full working career of 35 years followed by 30 years in retirement. To reach 
the most readers, we used a national average starting salary for an entry-level professional. 

Assumptions: 

 Starting income $45,000 
 Annual income growth rate: 4% 
 Tax rates: 2025 Federal brackets (Single filer, state tax not included) 
 Retirement contribution rate: 5% of salary annually 
 Investment growth rate: 7% annually 
 Retirement account balance accumulated by retirement: $650,000 
 Social Security benefit: $36,000 per year 
 Retirement duration: 30 years 
 All figures in constant 2025 dollars, rounded  

Strategy Lifetime Tax Paid Lifetime Tax Rate 
5% Pre-Tax Only $575,000 10% 
5% Roth Only $445,000 8% 
Bracket-Aware Contribution Strategy $420,000 7% 

Curious savers may reach out to us for more details regarding this analysis. 

Scenario one assumes 5% retirement savings rate is all allocated to pre-tax retirement accounts. Scenario 
two assumes that 5% retirement savings is directed into a Roth retirement account. Scenario three assumes 
this saver uses Roth until they earn $100,000 per year, at which point they change contributions from Roth to 
pre-tax. 

It’s important to understand that adding the variable of state income tax will change the outcome of this 
analysis, and those in high-tax states should weigh the added cost of state income tax in their Roth 
strategies. This caveat is one of many variables which can affect the outcome of a lifetime tax analysis, and 
each taxpayer’s situation is unique, especially over a lifetime. Rather than applying this universally to all 
taxpayers, this illustration is based on current tax law to demonstrate how interacting with taxes proactively 
in various life stages, income levels, and tax brackets and law can alter total taxes paid. 

Based on these outcomes, it becomes apparent that careful savers should at least consider Roth in their 
financial plan and saving strategy. With most employer-sponsored retirement plans defaulting new savers 
into pre-tax contributions, it's easy to see how this automatic default can quietly cost tens of thousands of 
dollars in avoidable lifetime tax. 
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Another key point is that in reality, most savers contribute to retirement accounts using a percentage of 
their compensation, such as 5% in this example. Given that pre-tax contributions avoid tax on the front end 
and Roth costs tax on the front end, savers who contribute in percentages save the same dollar amount in 
each scenario. To understand the net result, a saver contributing 5% to pre-tax will have a slightly higher net 
paycheck than another saver contributing 5% to Roth due to the up-front taxes owed. Those taxes owed are 
important to consider as it’s lost income as contributions are made. However, the Roth saver in this example 
would accumulate more retirement assets net of tax (same dollars saved with no tax obligations on Roth 
dollars in retirement). The point of this consideration is that yes – more taxes are paid by Roth savers on the 
front end, but when contributing in percentages, the same dollar amount is saved. 

The Value of Flexibility 
Beyond the raw tax savings, a blended approach creates flexibility: the ability to choose where income 
comes from during retirement in ways that a strategy using only one tax bucket simply doesn't allow. 
Using Roth isn't without tradeoffs - each Roth contribution gives up the immediate tax deduction of a 
pre-tax contribution. The 5-year rules governing Roth accounts also deserve careful consideration. 

IV. The Hidden Cost of an All Pre-Tax Strategy 

Pre-tax contributions have a natural and intuitive appeal. The logic makes sense on the surface: contribute 
now, reduce taxes today, let the money grow, and deal with the tax bill later. For higher earners in their peak 
years, using pre-tax retirement accounts often genuinely makes sense. In many cases, pre-tax retirement 
contributions are among the easiest tax advantages for those in higher brackets. But defaulting to deferral 
in all cases deserves a closer look. 

In retirement, every dollar withdrawn from a pre-tax account is exposed to ordinary income tax treatment at 
whatever rates apply at that time. Add to that Social Security income (which is 0%, 50%, or 85% taxable to 
recipients), pension income, and RMDs…savers may find themselves with less flexibility than expected, 
precisely when flexibility may matter the most. We believe this reality is why we’ve heard many retired 
savers lament that they wish they had understood and utilized Roth sooner, even though it meant they 
would have paid more tax during their career. 

The core risk of a saving strategy with only one type of account is that all retirement income comes from 
one source with one set of tax consequences. In the case of an all-pre-tax strategy, savers may be 
hesitant to fully live the life they’ve saved for in retirement due to our natural tendency to try to avoid taxes 
year by year. There also may be limited ability to control how much taxable income is realized in any given 
year, thus limiting the ability to manage tax brackets and other income-sensitive provisions which can 
affect us post-career. It's worth noting that higher retirement income can sometimes inadvertently increase 
Medicare premiums through a surcharge called IRMAA (Income-Related Monthly Adjustment Amount). 

The Tax Bill Doesn't Disappear 
The tax bill from a pre-tax strategy doesn't disappear. It simply waits, and sometimes arrives at less 
convenient moments. A thoughtful tax plan looks ahead and models what a future tax picture might 
look like so that today's contribution choices reflect tomorrow's possibilities. 
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V. Why Roth Savings May Matter More Than You Think 

Roth savings help address the tax concentration risk described above. By paying taxes on contributions 
today at known, current rates, savers can create a source of future income that won't be taxed again when 
it's needed. That flexibility may have several meaningful, compounding benefits: 

Roth Benefit Why It Matters 
Tax Bracket Management Roth withdrawals don't count toward AGI in most circumstances, so 

savers can tap into this bucket without worrying about the resulting 
tax consequence 

Pre-Medicare Healthcare Tax-efficient income from Roth doesn't inflate AGI or insurance 
premiums during healthcare gap years before age 65 

Medicare Premium Management Roth withdrawals don't count toward IRMAA thresholds, which helps 
keep Medicare costs lower throughout retirement 

No RMDs Roth IRAs don't require distributions during your lifetime, giving you 
more control over income and estate planning 

Tax-Efficient Legacy When a Roth IRA is inherited and managed thoughtfully, it can be 
one of the most powerful tax-free gifts a saver can leave behind 

 
Understanding which of these benefits matter most in your situation is exactly where personalized, fee-only 
fiduciary guidance becomes valuable for careful savers. 

VI. Tax Diversification: The Big-Picture Principle 

Tax Diversification Defined 
Spreading our savings across different tax buckets (pre-tax, Roth, and taxable) can diversify our lifetime 
tax burden in the same way that investment diversification reduces portfolio investment risks. We 
believe for careful savers, holistic and forward-thinking tax planning is one of the most powerful and 
underappreciated concepts in long-term financial planning. 

A person with assets in pre-tax, Roth, and taxable accounts has far more choices than someone with 
everything concentrated in any one of these buckets. The ability to choose where income comes from in 
any given year, and to respond intelligently to changing tax laws, may be one of the most 
underappreciated assets in a well-constructed financial plan. 

The goal is not simply to minimize taxes this year. It's to build a future income structure that is: 

 Flexible: able to adapt to changing tax laws and shifting income needs 
 Tax-aware: mindful of how different income sources interact with each other 
 Sustainable: designed to last across a retirement that may span 30 years or more 

This kind of coordinated, multi-account strategy is precisely what a fiduciary advisor is uniquely positioned 
to help build and maintain across a lifetime. 
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VII. Important Considerations 

We want to be clear about what this analysis is and what it isn't. It is an illustration of how our contribution 
strategy can have real, long-term tax effects on our lifetime tax paid. It is not a prediction of what will 
happen in any one specific situation. 

Actual Results Will Vary 
Real-world outcomes depend on many factors, including future changes to Federal and state tax law, 
actual investment returns and the sequence in which they occur, a saver’s personal income trajectory 
and retirement timing, Social Security and other income sources, and withdrawal patterns and spending 
needs in retirement. No projection can capture all these variables. 

The purpose of this framework is to open a saver’s eyes to the long-term implications of decisions that 
might feel routine or automatic. For many, those implications are worth understanding and addressing 
thoughtfully with personalized guidance from an advisor who is always working in your corner as a true 
fiduciary. 

VIII. Roth Conversions: Taking Control of When We Pay 

For those who spent most of their career building pre-tax accounts, there's genuinely good news: it's not too 
late to build tax flexibility. 

A Roth conversion involves intentionally moving money from a Traditional (pre-tax) retirement account into 
a Roth account. The converted amount is counted as ordinary income in the year of conversion and taxed 
accordingly. Paying the resulting tax from outside funds, rather than from the pre-tax dollars themselves, 
generally increases the long-term value of the conversion. After that, the money in the Roth account grows 
tax-free and is no longer subject to RMDs in most cases. 

The value of a conversion isn't simply about an attempt to pay less lifetime tax. It's also about choosing 
when and how much tax to pay, ideally during a window when conditions are favorable, rather than having 
those choices made for savers by future tax codes. 

When Does a Roth Conversion Make the Most Sense? 

1. The income gap years: The window between retirement and when Social Security and RMDs begin is 
often a conversion planning sweet spot. Taxable income may be temporarily lower, making conversions 
less costly than they might be in other stages of life. 

2. Filling lower brackets deliberately: Conversions can be sized carefully, converting just enough each 
year to fill a lower, targeted bracket without spilling into a higher one. 

3. RMD mitigation: RMDs begin at age 73 (or age 75 for those born in 1960 or later, per the SECURE 2.0 Act). 
If a saver’s pre-tax balance is significant, strategic conversions before that point can meaningfully 
reduce future mandatory taxable income. 
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4. Tax rate uncertainty: No one can reliably predict the future, especially when it comes to tax law. 
Converting at today's known rates may prove advantageous if rates rise, and the flexibility gained is 
valuable regardless of which direction they go. 

A Simple Illustration 
Imagine someone who retires at 62 with $1,000,000 in a Traditional IRA. They haven’t elected Social 
Security benefits and are not subject to RMDs yet. That gap from 62 to 73 is often a powerful planning 
window. Strategically converting a portion of that balance each year could reposition significant assets 
into a Roth account before RMDs begin, resulting in lower future mandatory taxable income, potentially 
reduced Medicare costs, and a tax-free asset available for both flexible spending and legacy. 

Important Aspects to Keep in Mind 

 IRMAA thresholds: Converting too much in a single year can push income above Medicare IRMAA 
thresholds, potentially increasing Part B and D premiums two calendar years later. 

 Social Security timing: In years when collecting Social Security, conversions increase income and may 
cause a greater portion of Social Security benefits to become taxable. 

 State income taxes: Many states also tax Roth conversions as ordinary income. Factor in your state's 
rate when evaluating the true cost. 

 Estate planning: Roth assets passed to heirs are generally income tax-free, though most non-spouse 
beneficiaries must distribute the account entirely within 10 years of the original saver’s passing. 

 5-Year rules: Each Roth conversion starts a new 5-year rule clock. The intricacies of these rules are 
important to consider when approaching conversions, especially for those under age 59 ½. 

 Pro-Rata rules: Some retirement savers have saved after-tax dollars in pre-tax IRAs. If you have after-
tax “basis” inside your IRA, be careful when approaching Roth conversions due to pro-rata rules 
regarding your after-tax to pre-tax balances in IRAs. 

IX. Estate Planning: Thinking About What You Leave Behind 

Lifetime tax planning doesn't end at retirement. For many individuals and families, the tax implications of 
how assets pass to the next generation is also important to consider. A thoughtful plan accounts for the tax 
character of each asset passed along, not just the size of an estate. 

Asset Type Tax Treatment at Inheritance 
Pre-Tax Accounts Fully taxable as ordinary income upon withdrawal; most non-spouse heirs must 

distribute within 10 years 
Roth Accounts Generally income tax-free; the 10-year distribution rule still applies for most non-

spouse heirs 
Taxable Accounts Generally receives a stepped-up cost basis at death; gains previously unrealized by 

the original saver may not be taxed when realized by beneficiaries 
 
These differences matter in practice. A $1,000,000 Traditional IRA left to an adult child in a high tax bracket is 
not actually $1,000,000 in spendable wealth. Every dollar withdrawn will be taxed as ordinary income, and 
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under current law, the entire account must generally be distributed within 10 years. After taxes, the real 
inheritance could be significantly less, especially for beneficiaries in higher tax brackets. Each of those 10 
years must be carefully planned and withdrawals executed thoughtfully to avoid an unfavorable tax 
outcome. That same $1,000,000 in an Inherited Roth IRA is a meaningfully different gift. 

Being Intentional About Who Receives What 

 Roth assets are generally better suited for individual heirs, particularly those in higher tax brackets, since 
income tax-free growth continues under the 10-year distribution rule. 

 Pre-tax assets are often better directed toward charity (for charitably inclined savers) since charitable 
organizations typically pay no income tax on IRA distributions they receive. 

 Taxable brokerage assets with low original cost can be particularly powerful legacy tools, as the 
stepped-up basis at death effectively eliminates embedded taxable gains. Although this provision exists 
in current tax law, it’s not guaranteed this step-up provision will exist indefinitely. 

A Note on the SECURE Act 
The SECURE Act of 2019 largely eliminated the "stretch IRA," which once allowed heirs to take inherited 
distributions over their own lifetime. Most non-spouse beneficiaries are now required to fully distribute 
inherited accounts within 10 years, increasing the tax burden on inherited pre-tax accounts, particularly 
for adult children who may be in their peak earning years when they inherit. Sometimes the original 
owner’s RMDs must continue for heirs each year, an important consideration in addition to the 10-year 
distribution period. 

For larger estates, Federal estate tax may also be relevant. Like other tax laws, these rules are not 
guaranteed to remain unchanged. An advisor collaborating with your estate planning attorney and tax 
professional can help you stay attentive to those changes and ensure your plan evolves and reflects the 
current landscape. 

X. Charitable Giving: Doing More Good, Paying Less Tax 
Donor Advised Funds (DAFs): Flexible, Strategic Giving 

A Donor Advised Fund is a philanthropic account. A saver contributes assets to their DAF, receives a tax 
deduction within certain parameters, and then flexibly directs charitable grants to their favorite charities 
from the account over time. 

Key advantages: 

 Bunch and deduct: Contribute several years' worth of charitable giving to a DAF in one high-income 
year, then distribute to charities annually on your own timeline. 

 Give appreciated investments: Contributing long-held stock directly to a DAF avoids capital gains tax 
when executed properly and earns a deduction for the full fair market value of the donated securities. 
This can enhance tax advantages from regular cash donations. There are IRS-directed limitations, so 
donate appreciated securities carefully. 
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 Tax-free growth inside the DAF: Assets can remain invested and grow tax-free while awaiting 
distribution, potentially increasing the total charitable impact. 

Qualified Charitable Distributions (QCDs): A Perfect Fit for RMD-Age Givers 

For those age 70 ½ and older, a QCD allows savers to transfer funds directly from a pre-tax IRA to a qualified 
charity, up to $111,000 per person, per year in 2026 (indexed annually for inflation), without that amount 
counting as taxable income. 

QCD Benefit Detail 
Satisfies RMDs A QCD counts toward an RMD, fulfilling that obligation with tax-free dollars 
Reduces AGI directly Excluded from AGI entirely, potentially helping with Social Security taxation, 

IRMAA, and other income-sensitive provisions, even if the standard deduction 
is elected 

State tax benefits Many states also exclude QCDs from state taxable income, potentially adding 
more savings 

2026 Annual Limit $111,000 per person (indexed annually for inflation) 

Charitable Beneficiary Designations: Matching Asset to Purpose 

A $500,000 Traditional IRA left to a qualified charity delivers the full $500,000 to the charitable mission. That 
same IRA left to a taxable individual heir may yield only a portion of the balance after income taxes. 
Directing pre-tax retirement assets to charity through beneficiary designations, while passing Roth or 
taxable brokerage assets to family members, means more goes to charity, more goes to heirs, and less 
goes to taxes. And often, it's as simple as thoughtfully updating beneficiary designations. 

Charitable Donation Tax Information Worth Noting 

One Big Beautiful Bill Act (OBBBA) was passed in 2025. This tax law carried forward many provisions of the 
Tax Cuts and Jobs Act of 2017 (TCJA), including increased standard deductions and relative tax brackets. 
One charitable enhancement of current tax law is that non-itemizers can still deduct up to $1,000 per 
person (or $2,000 per married couple filing jointly) for charitable donations, even if you don’t itemize. This is 
a meaningful tax advantage for charitable givers who previously received little to no tax deduction by 
giving under previous rules. 

Other prominent rules affecting charitable gifts under OBBBA are a 0.5% of AGI floor on charitable gifts when 
itemizing and charitable donation limitations for those in the highest tax bracket. If you’d like to examine 
how your charitable donations help your tax situation, we recommend consulting with a fiduciary advisor 
and your tax professional. 

Questions Worth Revisiting Each Year 

 Is there a high-income year warranting a meaningful DAF contribution or appreciated asset transfer? 
 If you’ve reached age 70 ½, could a QCD satisfy all or part of your RMD? 
 Could charitable beneficiary designations on pre-tax accounts increase your charitable legacy? 



10 
 

XI. The Evidence: What Research Shows About the Value of Tax Planning 

The strategies described in this paper are not simply theoretical. Their value has been independently 
studied and quantified by Vanguard, one of the most widely respected investment companies in the world, 
through their Advisor's Alpha research (first published in 2001 and regularly updated since). 

The headline finding: proactive, competent financial advice delivered proactively and consistently can add 
approximately 3% or more in net returns, not through market-beating fund selection or predictions, but 
through disciplined planning and behavioral guidance. 

Here’s a table from Vanguard’s research demonstrating the categories and each associated value: 

 

What Do These Categories Mean? 

 Tax Location Optimization (valued up to 0.60%): Carefully placing the right types of investments in the 
right types of accounts can meaningfully improve after-tax returns over time and is one of the clearest 
demonstrations of how account structure matters as much as investment selection. 
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 Tax-Aware Withdrawal Strategy (valued up to 1.00%): Thoughtfully drawing from accounts in a tax-
smart order during retirement is a core benefit of tax diversification and can add significant after-tax 
value across a 20 to 30-year retirement. 

 Tax Loss Harvesting (valued up to 1.50%): Proactively realizing available losses in taxable accounts 
while keeping the overall investment strategy intact can help defer taxes. This is particularly helpful for 
those in higher tax brackets today who expect to be in lower brackets in the future and for those 
anticipating leaving their taxable accounts to heirs. 

 Behavioral Coaching (valued up to 2.00%): Helping clients stay the course, especially through 
uncertainty. Advisors who frame tax decisions within a lifetime strategy serve a genuine, measurable 
coaching function. 

 Portfolio Rebalancing (valued up to 0.12% or more): Disciplined rebalancing adds value through risk 
control and can be executed in a tax-efficient manner that compounds the benefit over time. 

What Does This Mean in Real Dollars? 
For someone with a $2,000,000 portfolio, even 1% in tax planning value represents $20,000 per year. Over 
a 20-year retirement, the compounding effect of consistent tax-aware planning can represent 
hundreds of thousands of dollars in additional after-tax wealth, not through luck, stock picks, or market 
timing, but through discipline and competent intentionality. 

Vanguard's research suggests the most valuable financial advisors are not those with the best stock picks 
as may be commonly assumed by the general public. They are the ones who show up consistently with 
disciplined planning, behavioral guidance, tax-aware portfolio management, and proactive saving 
strategies across every stage of a saver's financial life. 

Click here to read more about Vanguard's Advisor's Alpha framework:  

XII. Fee-Only, Fee-Based, and Commission-Only Explained 

Searching for financial services and advice can be a daunting task. Careful savers may be asking 
themselves: Where do I start? What should I look for? How do I know if a professional is a good fit for me? 
What questions should I ask? In a complicated industry like financial services, it’s common for even the 
savviest of savers to experience confusion when selecting a trusted advisor to help guide them through 
complex financial decisions. 

Financial advisors operate in one of three ways: 

 Commission-Only: This is the traditional model for the financial services industry. Compensation 
comes solely from selling products, each offering different levels of commission. This business model 
comes with potential for recommended products or strategies which earn higher commissions 
rather than satisfying specific client needs. There is no fiduciary obligation to clients in this business 
model. 

 Fee-Based: This is the most common advisor type today with nearly three out of four advisors 
operating in a fee-based model. Compensation is earned through a combination of fees for advice 
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and commissions from selling products. Although this type of advisor may be held to a fiduciary 
standard when giving advice for a fee, they have no fiduciary obligation to clients when selling 
products for a commission. 

 Fee-Only: This is the least common advisor type with only roughly one out of 20 advisors operating 
as fee-only fiduciaries. Compensation is earned only by charging fees for fiduciary financial advice. 
This type of advisor is generally held to a fiduciary standard to their clients at all times, starkly 
different than the previous two models. It is widely accepted that this advisory model has the fewest 
conflicts of interest since these advisors do not receive varying compensation from product sale 
commissions. 

Types of Advisors Compared 

Important Factors Commission-Only Fee-Based Fee-Only 
Client Pays Directly   (Partially)  
Earns Commissions    
Fiduciary Standard  (Typically Not)  (Partially)  
Conflict of Interest Risk High Moderate Low 

 
Tax planning discussed in this paper is one of the areas where a fiduciary financial planner can bring 
lasting, measurable value. Because a fee-only fiduciary is paid directly by their client (not through 
commissions from product sales), their guidance is anchored in the consumer’s best interest. We believe 
that alignment matters most when the decisions are complex and the stakes are high, such as in tax 
planning engagements. 

Although the costs and / or ways clients are charged may seem similar among different types of advisors, 
often the value received can be dramatically different. A saver only looking to make a specific transaction 
may pay less overall in a commission-only model. Savers focused on ongoing financial planning and 
guidance may end up owning products they don’t understand or need when engaging with advisors 
earning commissions. With these examples, it’s easy to see that aligning with the most appropriate advisor 
and business model matters. 

It is important to understand that no business model is free from conflicts of interest. Although it is possible 
to limit the number of conflicts between clients and advice, it’s not possible to fully eliminate all conflicts in 
every circumstance. Additionally, there are many great advisors who operate in each of these business 
models. It’s important for careful savers to understand the business model their advisor operates under so 
they can better understand the origination of the advice they receive. Kinetic Wealth operates as a fee-only 
fiduciary investment adviser and financial planner. We believe this is the most appropriate business and 
advice model for the clients we are grateful to serve. 
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XIII. A Conclusion and an Invitation 
What We've Covered 

Key Principle Core Insight 
Where we save matters A blended pre-tax and Roth savings strategy may produce 

meaningfully lower lifetime taxes with a negligible difference 
in projected ending account balances 

Tax diversification creates flexibility Assets across different account types help us manage 
taxable income, Medicare costs, and financial needs year-
by-year 

Roth conversions are proactive The years between retirement and the start of RMDs often 
represent a window of real opportunity, and acting during 
that window may deliver lasting value 

Estate planning is tax planning Aligning the tax character of each asset with the right 
beneficiary is one of the highest-impact strategies available 

Charitable tools amplify impact DAFs, QCDs, and thoughtful beneficiary designations allow 
charitably inclined individuals to give more, keep more, and 
pay less tax 

Planning value is measurable Vanguard research identifies tax-aware strategies as 
collectively capable of adding 3%+ additional net return 

An Invitation to Take the Next Step 

 Where do your savings currently live? Do you have a mix of pre-tax, Roth, and taxable assets, or are you 
overly concentrated in one bucket? 

 Are you in a tax planning window right now, perhaps before RMDs begin, between jobs, or early in 
retirement? 

 If you give to charity, is your giving strategy as tax-efficient as it could be? 
 When were your beneficiary designations last reviewed? Are they aligned with the tax character of each 

account? Have you included charitable wishes in your beneficiary strategy? Do your beneficiaries align 
with your estate plan? 

 Do you have a trusted guide in your corner? Someone who always acts in your best interest, has a 
clearly communicated and transparent compensation structure, and brings a planning mindset to 
every conversation? 

Tax law is dynamic. Planning windows open and close. The people who benefit most from lifetime tax 
planning are rarely those who act in response to a crisis. They are those who recognize opportunities early, 
find a trusted advocate, and choose to be intentional and proactive. 

We believe that intentionality has real, measurable value, often tens or hundreds of thousands of dollars 
over a lifetime. And we believe careful savers deserve a fiduciary guide with a teacher's heart who helps 
them capture it. 

This is Where Money Meets Stewardship. 
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Important Disclosures 

This whitepaper is intended for educational and informational purposes only. It does not constitute tax, legal, or investment advice. Tax 
laws are subject to change, and individual circumstances can vary considerably. Please consult with qualified tax and legal 
professionals before implementing any planning strategies. Past performance has no bearing on future results; our planning 
philosophy aims to help those we serve prepare for the unknown rather than promote predictions. Vanguard Advisor's Alpha figures 
cited herein are drawn from Vanguard's published research framework and are used for illustrative purposes; actual advisor value-
add will vary by client, advisor, and market conditions. Scenario analyses discussed herein are designed to demonstrate tax planning 
concepts and do not reflect a real taxpayer situation. Actual results will vary based on income, future tax rates, investment 
performance, and individual circumstances. Kinetic Wealth is an investment adviser registered in Tennessee and offering services in 
other states where properly registered or exempt from registration. 
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