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HERE’S HOW TO GET THE MOST OUT OF 
YOUR COPY OF SMART RETIREMENT:


Throughout this book, we’ve provided a number of interactive websites. These sites were designed to help you understand key concepts, and a member of the SMART Advisor Network has made them available to you. Access these important online resources with the following six-digit SMART Access Code:





For tax-aware retirement income planning: 
www.TaxSmart4Life.com


For debt elimination and lifelong freedom from debt: 
www.DebtFree4Life.com


To see the effect of annual market returns on your savings: 
www.SecureIncome4Life.com




 


PRAISE FOR SMART RETIREMENT


“I believe that many tax professionals will think differently and advise their clients differently after learning about the Strategic Movement Around Retirement Taxation®. The concept of tax-aware planning and the diversification of taxable distribution sources in retirement is really straightforward but not well understood. I’ve just never seen it described anywhere else better than here in the SMART Retirement book.”


—STEVE MAGNONE, CPA


“I’ve read a lot of textbooks on taxation while getting my masters in tax, yet this is the book that contains the most actionable and useful information about postretirement income taxation for a retiree and those approaching retirement. It’s incredible to have this valuable tool available to help my clients understand how the Strategic Movement Around Retirement Taxation® increases the value of their money in retirement and enhances their income, wealth, and legacy at a time when Congress has changed the law to end the stretch IRA and now is looking to eliminate the step-up in basis on capital gains.”


—ZACH HESSELBAUM, ESQ., LLM


“Matt, you have done it again! Your previous work has enhanced the lives of countless Americans, and no doubt this will too. Being in an industry that seems to have forgotten that without clients, we are all out of a job, it’s a comfort to know there are some people who really do care and share information that can have a positive impact both now and for future generations.


As you read in SMART Retirement about what the ‘big boys’ are doing with their money, you might think, ‘Yeah, but look at how many millions they have.’ What this book teaches us is that although the ‘big boys’ may have more zeroes in their account balances, the principles around debt elimination and tax-aware planning are the same for all of us. I hope this book does for you what it has done for me and my clients.”


—RON CAMPBELL, CFP, CAMPBELL FINANCIAL SERVICES


“Once you understand the three dates that completely altered the face and future of the American retirement system, you immediately know that old-world ideas are not going to solve these new-world problems. SMART is the solution that creates a true private reserve wealth strategy for my clients.”


—TOM BORIS, ESQ., ELDER LAW OFFICES OF SHIELDS & BORIS


“For me, SMART’s value is truly found in the attention it gives to the preservation of family wealth. I’m a family-oriented person, and modern financial planning has turned a blind eye to the preservation of principal—something that was ingrained in my thinking and beliefs growing up in western Pennsylvania. I believe you shouldn’t spend what you’ve saved; instead, you should live off the interest your savings earn and get debt-free as soon as possible. SMART has that same effect but with better economics, lower effective tax costs, and lower effective interest rates, all while offering a plan for these low-yield times. SMART is more than a strategy; it’s a shift in how lawyers, advisors, and tax professionals need to think when representing their clients. I highly recommend this book.”


—JIM SHIELDS, ESQ., ELDER LAW OFFICES OF SHIELDS & BORIS


“For the past fifteen years, our firm has consistently looked to Matt Zagula to help with the design and development of outstanding client solutions by combining financial products with innovative trust designs to minimize our client’s effective tax costs. Throughout our long relationship, Matt has shown himself to be a man of vision and integrity. His latest book on the Strategic Movement Around Retirement Taxation® is a must-read for anyone over the age of thirty. This is especially true today, with tax policies and the political climate making it a must to have a plan for the strategic movement around rising taxation.”


—RICK L. LAW, SENIOR PARTNER AT LAW HESSELBAUM; AN ESTATE, ASSET PROTECTION AND RETIREMENT INCOME TAX LAW FIRM


“I’ve spent my entire career in the financial services and insurance industry so the concept of actuarial arbitrage really resonated with me. Once I understood the value in the ‘math’ of SMART, compared to normal Wall Street and banker math, I became a true believer in SMART. Do yourself a favor—get SMART and learn the truth about money and how to break free from lifetime indebtedness and excessive taxation.”


—SCOTT LUSTER, INSURANCE EXECUTIVE


“I love this book. After more than thirty years in the financial services industry, it’s great to read something truly innovative. This book gives real hardworking people the tools they need to design a SMART strategy with their savings by taking advantage of techniques that the financial elite has been using for years! SMART does not offer a traditional view of financial planning, but once you learn what America’s wealthiest individuals and their families are doing with their money, it only makes sense to be SMART about your own retirement planning.”


—NANCY BRUNETTI, OCEAN CREST FINANCIAL
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FOREWORD


I know it is unusual for a medical doctor to write a foreword to a financial book. After all, doctors are known as traditionally bad financial managers. But I know how intertwined your financial wellbeing is to your health. After all, I’ve authored or coauthored four number one New York Times best sellers on aging, each of which describe how important managing financial stress is to your health (yes, we all have financial stress, no matter how much money we have), as well as coauthoring with Jean Chatzky of NBC Today the recent New York Times best seller, AgeProof: Living Longer Without Running Out of Money or Breaking a Hip.


The unusualness of a doctor writing a foreword on a financial book should underscore for you, the reader, just how unusual this book is. The SMART Retirement system is eye-opening in its approach, enviable in its lucidity, and awesome in delivering actionable information. Now, a medical doctor is rarely, if ever, that enthusiastic about a book or anything financial, even when it involves maneuvers that help you maximize your after-tax income decades from now.


So what is different about this book? Well, first, no financial advisor has ever focused my attention so clearly on the net or after-tax income I will receive after retirement. No advisor or planner has ever told me about how the government has laws that teach me the way they want me to receive those monies. And until now, no financial advisor has told me of these connections and pathways to more spendable income in retirement the way that Matt Zagula does in this book. That clarity and those insights, ending with actionable steps, is what makes it, in strictly nonmedical terms, awesome.


The healthiest body in the world won’t stay that way if you’re frazzled, with about six figures worth of debt, or worried about whether your retirement funds will fund your lifestyle. (I dislike using the word retirement, as I think you will always stay active but rather just change your focus on what activity you want to pursue and why you pursue it. But for this foreword, I’ll use retirement to indicate that period of time after you stop the job you had that led to accumulating money.)


When I started reading this book, I realized this was a bright, eye-opening approach. It wasn’t about how to accumulate dollars (spend less, save more, I know) but about how to position that money to have the maximum amount to spend every year in retirement and still leave a legacy. It focused my attention so clearly on the after-tax income I will receive, which seems so obvious a goal I began to wonder why no one else had ever mentioned it to me.


SMART Retirement isn’t just about accumulating money, something that Matt likens to climbing up the mountain, which is hard enough. It is really about how to maximize what you have to spend from that hard step of accumulation—so that the difficulty in accumulating can be worth the effort, and the trip down the mountain can be rich, fun, and all you dreamed it could be. Although Matt doesn’t promise it, following his methods, you will be able to do more of what you dreamed of doing.


You see, what’s different about this book is that it isn’t about how to invest in any one type of investment to maximize that accumulation. No, instead Matt takes you through a SMART Retirement process that provides you with a systematic approach to getting what you want and need out of your retirement so that you can be comfortable and less taxed. He then helps you compound these tax-advantaged dollars, using straightforward math, to leave a meaningful legacy—money that your surviving spouse, children, and grandchildren will need. In Matt’s words, “SMART will guide you in the Strategic Movement Around Retirement Taxation®, teaching you how to take advantage of tax and actuarial opportunities.”


Matt presents these opportunities with a crispness and clearness that even a doctor can understand. He shows you how to do this the way the big companies do when they provide for their CEO’s retirement, not with a 401(k) or stock options but with what the US government wants you to do. Yes, the government wants you to own a home—that’s why it made mortgage interest deductible on your taxes. And the US government wants you to delay Social Security withdrawal—that’s why it increases the amount you receive about 8 percent per year after age sixty-two. But I didn’t realize the government wants me to own a cash-value-building, low-death-benefit life insurance policy and Roth IRA till I read it here. And that the government makes it tax-advantaged to access the funds in both the Roth and the policy after it is paid up.


The reason a SMART Retirement plan is important—right now—is that the world is in the middle of a pretty large shift when it comes to aging. How old do you think you’ll get to be? Seventy-seven? Eighty-four? Ninety-two? One hundred? Whatever number popped into your head, chances are that you’re about as wrong as a steady diet of junk food. You’re going to live longer than whatever number you picked (even longer than preservative-filled junk foods, some of which can last in your refrigerator for years, by the way). Just consider this: In the past three decades, life expectancy in the United States has jumped for men from seventy to seventy-nine and for women from seventy-seven to eighty-three.


Over the last hundred or so years, one innovation after another has prolonged life: the tuberculosis vaccine (1921), penicillin (1929), high blood pressure meds (1947), the surgeon general’s warning on cigarettes (1969), seat belt laws (1984), tests for inflammation becoming routine (1986), vaccines for preventing cervical and throat cancer (2004), and for treating a specific cancer (2006). With so many life-threatening problems not needing as much attention, medicine can focus on managing chronic conditions such as arthritis, asthma, diabetes, or osteoporosis. Even some types of cancer and HIV/AIDS are now considered manageable. The result? Life goes on longer than ever before, with you being able to live younger no matter what your age. It’s like cars now lasting two hundred thousand miles on average, compared to sixty thousand miles in 1970.


While the change in longevity should be exciting, the truth is that longevity comes with a price. Because we’re living longer, it’s more expensive to fund retirement. That’s true even if you’re in good shape. Surveys from financial institutions note that running out of money before running out of time is by far our biggest financial fear. One survey even found that running short of funds is a bigger fear than death. Going the distance means we all need a new set of skills, new strategies, and a new way of thinking to have that money. And, as Matt Zagula keeps pointing out, it isn’t just that you saved enough but that you put it in the right vehicles at the right time to maximize the amount of money that your savings provides you to live on “after taxes.”


This book is about giving you the power to take the ride of your life for the second part of your life—all without limping around with duct tape over your rear bumper. Matt Zagula is clear and generous with his knowledge. He even suggests books to read after this one. He presents a plan to thrive financially through that second part of life.


When you read this book, you’ll see that Matt gives you the needed pieces and the knowledge to solve the puzzle of retirement planning and tax arbitrage. Matt makes the strategies clear, with well-defined action steps. Plus the book is fun to read, and that is saying a lot for a financial planning book. In the end, having enough money to last is romantic, which means this book may even improve your love life—and that’s good for your health too.


MICHAEL F. ROIZEN, MD


Chief Wellness Officer (CWO) 
Roizen Family Chair, the Wellness Institute of the Cleveland Clinic




 


ABOUT THIS BOOK


The world can be a scary place these days. A lot has changed. Yet, despite the changes in our world, economy, and political atmosphere, recommendations from traditional financial planners and the investment advising community have pretty much stayed the same. When the market is down, we still hear the endless refrain of “Hold on, it’ll come back.” When the market is up, we’re consistently told that we should “buy into this strength.”


This book is dedicated to questioning the financial sense of believing we can continue to solve new-world problems with the same old answers. I’ll take a very firm position and tell you that we cannot do that—continually recycle old ideas—and expect to be successful with them. Instead, I want to offer you, the much-appreciated reader of this book, insight into a different way to view your planning as you build toward retirement. For those of you who are already in retirement, I’ll encourage you to focus on what really matters … the money that comes to you each month after your taxes are paid.


The SMART Retirement planning process, which stands for the Strategic Movement Around Retirement Taxation®, is a system I developed so that my clients, and the clients of other SMART Advisor Network members, can remain focused on their primary goal of achieving the greatest net after-tax retirement income without cannibalizing their principal.


In these low-interest-rate, yield-strapped times, the financial planning and advisory community are quick to throw in the towel on their clients’ end-of-life principal balances in favor of what has been popularized as safe money advising or income planning. These are red-flag terms that translate into: We will use your assets to promise you a lifetime income but guarantee nothing for the preservation of your principal for your family after you die.


Years ago, I worked as a consultant for companies that promoted these types of plans to advisors. What I found was that their marketing pitches were parallel to an airline’s preflight instruction. You know the one—“In the unlikely event of a loss of cabin pressure, panels above your seat will open revealing oxygen masks. Reach up and pull a mask toward you. Secure your own mask first before helping others.” In much the same way, these companies seemed to be telling their clients not to worry about their families, their legacy, or the security of their capital ... just their income!


Soon this became the slogan of the income-planning, safe-money marketers who promoted these ideas and concepts to advisors desperately searching for yield for their clients. Eventually, many started to believe it was acceptable to just focus on income throughout retirement—which alone is not enough. As you’ll later learn, even reputable research firms, such as Morningstar, are now finding that the safe withdrawal rate from your retirement funds is equal to just 2.8 percent per year—and the way they define safe is simply making sure you don’t completely run out of money before you run out of life. No joke!


In their January 21, 2013, study, “Low Bond Yields and Safe Portfolio Withdrawal Rates,” Morningstar makes it clear that their definition of success is not running completely out of money in retirement. It’s shocking to believe that based on their findings, if you take just $28,000 per year from a $1 million IRA with 40 percent of its holdings in stock, you have a 90 percent chance of not going broke (account value to $0).1 Again, keep in mind, success in this example means not going broke. It doesn’t mean keeping $1,000,000 of principal; it simply means not going to $0! Weird definition of success, isn’t it?


You might think that reducing your risk and shifting assets from stocks to bonds could possibly solve this income problem, but that doesn’t seem to be the case. Morningstar’s expert research team found that if you drop the stock market exposure on a $1 million IRA from 40 percent to 20 percent, it actually reduces the distribution rate from 2.8 percent to 2.7 percent. Of course, this also means that doubling your stock market exposure adds only a paltry one-tenth of 1 percent to your potential retirement income distributions. It makes you wonder if that’s worth the risk.


It’s hard to justify, at least in my conservative mind, accepting this level of risk for only $27,000 to $28,000 per year from a $1 million IRA before taxes. And let’s say you’re like millions of Americans who don’t have $1 million saved. Let’s say you’re sitting on a $100,000 retirement account balance. That gives you just $2,700 to $2,800 per year—again, before taxes!


All of this information is probably making you question whether you can achieve an attractive retirement income with the money you have saved. You may even be asking yourself if it’s reasonable to believe you can acquire enough from now until retirement to achieve a reasonable postretirement lifestyle. The challenges presented by this prolonged low-yield environment paved the way for the rise of the income-planning niche within the financial advisory and planning industry. These planners offered a solution with their ironically named safe-money strategies. I’d agree it solved the low-yield dilemma, but at what cost? Their client’s principal—maybe a portion of it or maybe all of it, depending on how long their client lived and the market conditions during their retirement.


I believe the safe-money, income-planning crew missed a few very important realities. One of the biggest things they missed is the fact that the oxygen mask we put on ourselves first must also be passed on to the people we love most. Every single day I look at my teenage son Charlie, whom I love, admire, and am so proud of, and I cringe, knowing that the economic future he faces is not an easy one. I think about these facts:


• The days of defined benefit plans, when a company provided monthly pension income upon retirement from service, are gone!
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