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Happy holidays! With the new year right around the corner we thought touching on
Social Security claiming strategies might be beneficial for some readers. Take or
Delay? summarizes the consensus around the main question - when to start claiming
your benefits.
Most seniors have lost the ability to itemize deductions on their tax return due to tax
law changes in 2017; however, one strategy to cut your tax bill still exists if one is of a
charitable mind, as described in QCDs to the Rescue.
The Build Back Better plan being debated in Congress would raise the top corporate
tax rate from the current 21% up to 28%, which has created much angst on both sides
of the Congressional aisle. Top Rate vs. Actual Corporate Tax Rates describes what
the impact this magnitude of a tax change might have in the real world outside of
Washington DC. And with the winter Olympics right around the corner, and being
held in a part of China where it doesn’t snow, we thought Totalitarian Olympic Rule
would shed some light on why the games are being held there.
If you have any questions about anything we have covered in the articles, or a specific
situation please feel free to give us a call, or visit our website,
www.ResoluteFinancial.com.
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Take or Delay?
Most American workers who have at least 10 years of work history will be able to start
taking Social Security benefits as soon as they reach age 62. But should they?
Some years back, there was considerable debate about whether a person was better
off receiving the monthly checks early and investing them in the markets, or waiting
until full retirement age (currently age 67)—or, alternatively, waiting until age 70 and
receiving even higher benefits.
Today, that debate has largely gone away. Most advisors recommend waiting, if you
can, at least until full retirement age and, even better, holding off until age 70.
Why? The problem with most of those older calculations was that they were
assuming that the U.S. investment markets would follow historical long-term
averages—which, as I think most of us have seen—is not guaranteed. What IS
guaranteed is that the Social Security benefits will rise with each and every year that a
qualified recipient waits to start taking them. For persons born after 1943 (that is,
pretty much everybody who is qualified to take Social Security benefits), the “delayed
retirement credit” is a whopping 8% a year. Yes, that means that each year you wait
means that the monthly check will be 8% higher than it would have been before. You
will not get that kind of guarantee from the investment markets.
The Social Security Administration offers a calculator on its website which shows the
percentage of your normal retirement age benefits you would receive depending on
what age you start taking your monthly checks. For a person born in September of
1960 who decides to turn on the Social Security benefits at age 62, the benefits
represent 70.42% of the checks that same person would have received if he or she had
started taking benefits at age 67. By waiting until age 70, the same person would
receive 124% of the so-called “primary insurance amount.”
But there’s more to the story than simply larger checks. Social Security is the only
guaranteed source of retirement income that is protected against inflation, which

means offering protected purchasing power. Those larger checks become
proportionately larger depending on the inflation rate. That is not the case with
annuity checks and most pension accounts—where the amount received will be less
valuable with each passing year.
Of course, there are always questions about Social Security’s solvency. The Social
Security Trust Fund has been projected to run out of money in 2033, which wouldn’t
mean a total loss of benefits, since working taxpayers would still be paying into the
system. In a worst-case scenario, those payment amounts would cover 78% of today’s
projected benefits. But it seems unlikely that Congress would fail to shore up a
system that currently delivers benefits to 69.1 million voters. In fact, the Social
Security Enhancement and Protection Act was recently reintroduced in the U.S.
House of Representatives; among the provisions is a 5% increase in monthly benefits
for all beneficiaries who have been retired for 20 years, and bolstering the Trust Fund
by phasing out the Social Security payroll tax cap, which currently applies only to
wages up to $142,800. In addition, the payroll tax rate would gradually rise from the
current 6.2% to 6.5%.

QCDs to the Rescue
When the 2017 Tax Cuts and Jobs Act raised the standard deduction for taxpayers to
$24,000 for couples ($12,000 for singles,) and lowered individual tax rates, an
unintended consequence was to reduce the tax benefits of making charitable
donations. Fewer taxpayers were itemizing, which means their donations didn’t
count as deductions. Itemizing taxpayers—including people who intentionally raised
their level of giving in order to cross the standard deduction threshold—found that
the lower brackets reduced their tax benefits.
The Urban-Brookings Tax Policy Center has estimated that the law reduced the
marginal tax benefit of giving to charity by more than 30 percent, and raised the
after-tax cost of donating by about 7 percent.
Some taxpayers, however, are able to avoid these limitations. How? People age 72
and older who have individual retirement accounts (IRAs) are required to take

required minimum distributions (RMDs) out of the account—and those percentages
increase with age. If they’re charitably inclined, and otherwise frustrated by the new
tax rules, they can take their distribution in the form of a qualified charitable
distribution (QCD.) The distribution would be a direct transfer to the charitable
organization of their choice, up to a limit of $100,000.
How does that benefit them? If the QCD is made directly to the charity, it is not
counted as income for federal tax purposes—and therefore reduces the income that
the taxpayer has to include on the 1040 form. In effect, the QCD gives back the full
charitable deduction that was otherwise lost to the tax reform writers.
Due to a quirk in the law, IRA owners as young as age 70 1/2 can make QCDs, even
though they aren’t required to take RMDs until age 72. Why would someone take a
distribution before he or she has to? Once again, for someone who is charitably
inclined, the QCD brings back the full charitable deduction. And some taxpayers
might want to reduce the size of their IRA before they have to start taking
distributions, in order to lower their future income to fit into lower tax brackets.
If a taxpayer and spouse each have IRAs, each can make their own qualified
charitable donations. And the option is not limited to IRA owners. IRA
beneficiaries—that is, people who have inherited IRAs, and have to take out the
money within 10 years, can also make QCDs if they choose.
Finally, taxpayers who make the full $100,000 donation direct to a charity can also
make further donations out of their IRA. But in those cases, only the first $100,000
will come out without any tax consequences. The remaining amount will be treated
as a taxable distribution, which would then qualify for a normal charitable deduction
if the taxpayer itemizes deductions.

Top Rate vs. Actual Corporate Tax Rates
The most recent proposal in Congress would raise the top corporate tax rate from the
current 21% up to 28%. But what would be the real-world impact of this dramatic

rate change? Will American companies be at a severe competitive disadvantage to the
companies located elsewhere?
A couple of years ago, the Institute on Taxation and Economic Policy took a hard look
at the actual taxes that corporations were paying—at a time when the top rate was
35%. Selecting from companies that were consistently profitable between 2008 and
2015, the organization found that the largest companies were extremely good at
identifying ways to avoid taxation, and that the top rate really didn’t apply to very
many of them.
As an example, 258 of the corporations paid an effective federal income tax rate of
just 21.2%, which was just over half of the 35% rate then in effect. Eighteen of the
companies paid no federal income tax at all; at least 100 paid zero taxes in at least one
of the survey years, while 48 paid an effective tax rate of less than 10%. More than
half of the companies in the survey paid higher corporate tax rates to foreign
governments than they paid in the United States on their U.S. profits. Five large
companies—AT&T, Wells Fargo, J.P. Morgan Chase, Verizon and IBM—enjoyed more
than $130 billion in tax breaks during the eight-year period of the study.
Their conclusion: raising the federal corporate tax rate is not exactly an excess burden
on American companies that makes the U.S. uncompetitive in the global economic
landscape. Most companies never experience that top tax rate, or anything close to it.
A more recent study, by the Peter G. Peterson Foundation, noted that America’s 21%
maximum federal corporate tax rate in effect today is roughly in line with the rest of
the world—in France, Mexico, Korea, Italy and Japan the top rate is 32%, 30%, 25%,
24% and 23% respectively. In the U.K., Germany, Canada and Ireland, the top rate is
lower: 19%, 16%, 15% and 13% respectively.
But once again, the research showed that the top rate is largely irrelevant, given how
many tax breaks are written into the U.S. tax code. The Peterson Foundation found
that profitable Fortune 500 companies paid an average effective federal tax rate of
11.3%. In aggregate, U.S. tax revenues are just 1% of GDP. That’s extremely low
compared with, for example, Japan (4.2%,) Canada (3.8%,) the U.K. (2.5%,) Germany
(2.0%) and Italy (1.9%). The organization published a chart which shows how

corporate lobbyists have been effective at lobbying for tax breaks even as the public’s
attention is focused on the (irrelevant) top rate; you can see that since 1952, corporate
taxes have been chiseled down, tax break by tax break, from roughly 6% of GDP down
to 1% today.

The result is a combination of a greater tax burden on individuals and small
businesses who don’t benefit from offshoring and the complex accounting necessary
to score big deductions, plus a growing national debt from taxes that would otherwise
have been collected. As the new Congressional tax initiative works its way through
Congress, you are going to hear a lot of groaning from corporate lobbyists and trade
organizations regarding the crushing effect of raising the top corporate tax rate. Just
remember that this is a classic example of misdirection.

Totalitarian Olympic Rule
The Winter Olympics are coming soon—February 4-20, headquartered in Beijing with
ski, bobsled and luge venues 75 kilometers northwest in Yanqing, and some of the key
ski venues 180 kilometers to the northwest in Zhangjiakou. There has been a lot of
concern among competitors, who note that the skiing events will rely entirely on
artificial snow, since these more remote venues receive minimal annual snowfall.
Zhangjiakou actually sits on the edge of the Gobi Desert; it is one of the driest spots in
all of Asia – it rarely snows there.

There is also talk of a mass boycott over human rights issues in China. Nonboycotters will face the inconvenience of trying to figure out how to manage the travel
requirements of getting from one distant venue to another.
But perhaps the most interesting issue about these upcoming Olympics is how the
selection process for host cities has shifted in the past couple of decades. In the past,
there was vigorous competition among North American, European and Asian cities
for the privilege of hosting Olympic events. But in the recent bidding for these games,
the North American and European cities have all been silent, taking careful note of
the fact that the “privilege” tended to cost billions of dollars in infrastructure
construction that would never be recouped by tourist expenditures, and would result
in legacy venues all over the landscape which the city didn’t want or need after the TV
cameras had departed.
That reality has left the bidding exclusively to totalitarian regimes whose control over
their economy is so absolute that the soaring costs of building throw-away venues and
housing (and redirecting billions of gallons of water into a desert location) don’t
matter very much. The highest bidders are those who are hungry for global
legitimacy. Think: Sochi, a city where the snow never falls, and whose hastilyconstructed (and expensive) Olympic facilities are now crumbling from disuse. The
only serious bidders for the 2020 Winter Olympics were China and Kazakhstan, two
nations governed by a single party who have been cited for human rights abuses and
mistreatment of foreign contractors.
Never mind that there are terrific skiing venues in the Alps or the Rockies that are
visited by millions of recreational skiers every year, while Beijing is desperately trying
to use TV coverage of Olympic events to lure tourist skiers into a desert environment.
The upcoming games will probably be fun to watch, but you can expect to see more of
them in countries where human rights are not a top priority.
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For more information on these topics or for a free consultation, contact Resolute
Financial, LLC at (978) 463-8771 ext. 1003.
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