THE RETIREMENT
SHOCK THAT
COULD DOUBLE

YOURTAXES

Why a change in filing status is the retirement
tax shock most families never see coming




A Quick Introduction

Most married couples assume that if one spouse passes away, household taxes should go down.

After all, there is one less Social Security check, one less person in the household, and often less total income.
But for many retirees, the opposite happens.

When one spouse dies, the surviving spouse may face a smaller standard deduction, a reduced enhanced senior
deduction, tighter tax thresholds, more of Social Security becoming taxable, and higher Medicare premiums if
income crosses certain limits.

In other words, a surviving spouse often ends up paying more tax on less income.

That is the problem this guide is about.

It is especially important for married couples in their 50s, 60s, and early 70s who have built meaningful savings in
traditional IRAs, 401(k)s, or other tax-deferred retirement accounts.

For households with roughly $500,000 or more in tax-deferred retirement savings, and especially $1 million or
more, this issue may become much more serious over time.

This guide will show you why this happens, who it tends to affect most, what it can look like in real dollars, why
waiting may reduce your planning options, and what a coordinated planning process may help address.

2 oakharvestfg.com G



The Problem Most Couples
Never See Coming

There is a question many married couples smaller version of the same joint return.
ask in passing, but few fully work through:
Starting after the final joint-filing year, the
“What happens financially when one of usis  survivor typically moves from married filing
gone?” jointly to single. That change creates what
we call bracket compression.
Most people think about wills, beneficiaries,
and account ownership. Bracket compression means the tax system
gives the surviving spouse less room before
income spills into higher tax brackets and

Medicare surcharge territory.

Those matter.

But another issue often gets far less
attention: the tax return changes shape
overnight.

The income may go down, but the rules
become tighter.

A surviving spouse does not simply file a That is where the pressure begins.

Three Signs This May Apply to You

1.

You have a large
traditional IRA or
401(k)

Tax-deferred retirement accounts
create future taxable income
through required minimum
distributions, also called RMDs.

2.

One spouse
handles most
of the financial
decisions

If one spouse typically manages
taxes, investments, account
withdrawals, and planning
decisions, the surviving spouse
is often left making complex
decisions during a stressful
season.

3.

You expect
retirement
income from
several sources

If your retirement income may
come from Social Security, IRA
withdrawals, investment income,
pensions, or capital gains, the
interaction between those
sources affects taxes more than
many households realize.

If that sounds like your household, this guide may be worth your attention.
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Why Taxes May Rise After a Spouse Dies

Let’s start with the core idea.

When both spouses are alive, a married couple usually files a joint tax return. Joint filers generally have wider tax
brackets and higher thresholds before certain deductions phase down, capital gains thresholds are reached, and
Medicare surcharges begin.

After one spouse dies, the survivor will usually file as a single taxpayer going forward.

That change may create what we call bracket compression.

Bracket compression means many of the deductions and thresholds that matter most in retirement are reduced,
often dramatically, when filing status changes from married filing jointly to single.

That means income reaches higher tax rates and Medicare costs more quickly, even if household income has gone
down.

A simple way to see it is to compare some of the main thresholds side by side:

What Changes Married Filing Jointly
Standard deduction $35,500 $18,150
Enhanced senior deduction $12,000 $6,000
Top of 12% bracket $100,800 $50,400
IRMAA threshold begins $218,000 $109,000
0% long-term capital gains / $96,700 $48,350
qualified dividends threshold

The pattern is the point.

When one spouse dies, many of the rules that shape retirement taxes are effectively cut in half. The income may go
down, but the tax system gives the surviving spouse much less room before higher rates and surcharges begin.

That is where the pressure begins.
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A Plain-English
Definition of IRMAA

IRMAA stands for Income-Related Monthly Adjustment Amount.

This is the extra amount some retirees pay for Medicare Part B
and Part D when income rises above certain thresholds.

For many retirees, this comes as an unpleasant surprise because
it shows up after a year with higher income, often due to IRA
withdrawals, capital gains, Roth conversions, or other taxable
events.

The important point is simple:

One year of higher income affects taxes now and Medicare
premiums later.

Why Traditional IRAs Often
Make the Problem Worse

Many couples entering retirement have accumulated
substantial savings in traditional IRAs, 401(k)s, or similar
accounts.

Those accounts may feel efficient while money is growing tax-
deferred.

But later in retirement, those balances create forced taxable
income.

That is because the IRS eventually requires withdrawals
from most traditional retirement accounts. These are called

required minimum distributions, or RMDs.

Once RMDs begin, the household has less control over how
much taxable income shows up each year.

That matters because when one spouse is gone, the same
retirement account balance is now pushing income onto a

single tax return instead of a joint return.

That is often where the pressure becomes visible.
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A Simple Example

Let’s look at a simplified retired household.
Both spouses are over age 65.

Their income comes from Social Security, required withdrawals from a traditional IRA, and modest interest and
dividend income.

Here is the example:

Measure Both Alive After One Spouse Dies
Social Security $60,000 $40,000
IRA distribution $50,000 $50,000
Dividends and interest $12,000 $12,000
Total gross income $122,000 $102,000
Federal income tax $5,660 $10,096

Why did income drop?

Because after one spouse dies, the household usually keeps the larger Social Security benefit and
loses the smaller one. In this example, total Social Security income falls by $20,000.

But the IRA distribution and investment income continue.

That is what makes this so surprising. Even though income dropped by $20,000, the survivor’s
federal tax bill still rose by $4,436.

Measure Both Alive After One Spouse Dies
Total gross income $122,000 $102,000
Federal income tax $5,660 $10,096
Change in tax bill +$4,436

Less income. Higher taxes. That is bracket compression.
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Why bracket compression happens

When a surviving spouse moves from married filing jointly to single, the tax system gives them less room before
income reaches higher brackets.

A simple way to see it is to compare the top of the lower brackets:

Filing Status Top of 12% Bracket

Married Filing Jointly $100,800

Single $50,400

That means income that fit comfortably inside the 12% bracket on a joint return spills into the 22% bracket on a single
return.

That is the compression.

And it is usually not just the brackets. The standard deduction, the enhanced senior deduction, capital gains
thresholds, and IRMAA thresholds all become less favorable at the same time.
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Why This Feels So Frustrating to Families

This issue is not just about line items on a tax return.
It affects real-life decisions.

A surviving spouse often finds it harder to help a child or grandchild, replace a roof or HVAC system, manage a larger
emergency withdrawal, or make confident decisions about distributions.

That is because extra withdrawals from a traditional IRA have ripple effects.

A $40,000 withdrawal is not always just a $40,000 withdrawal. It also increases taxable income, affects Social
Security taxation, and can trigger Medicare surcharge exposure later.

Imagine a year when the surviving spouse needs an extra $40,000.
That might happen because a grandchild needs help with tuition, the roof needs to be replaced after a storm, an
HVAC system fails, an adult child needs temporary financial help, or several smaller family and household needs

arrive in the same year.

The reason for the withdrawal is ordinary. The tax impact is not.

A Quiet Year vs. a Year With a $40,000 Need

Measure Quiet Year Year With Extra $40,000 IRA Withdrawal
Total gross income $102,000 $142,000
Federal income tax $10,096 $19,424
Additional federal tax +$9,328
Medicare surcharge None Triggered later, about +$1,150

In this example, the withdrawal is $40,000.

But the immediate federal tax cost is more than $9,300, and the higher income
may also trigger roughly $1,150 in added Medicare premiums later.

That means the real cost of meeting a $40,000 need may be closer to $50,000
than $40,000.

This is one reason some retirees begin to feel trapped by their own tax
structure.
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The Hidden Risk Is Not Just This Year’s Taxes

For many households, the bigger risk is not one bad year.

Itis a long sequence of years where the surviving spouse has less flexibility, less clarity, more forced income, and
fewer easy planning options.

That is why this issue is often better addressed before the pressure builds.

In many cases, the most useful planning years happen after retirement begins, before large RMDs start, while both
spouses are still alive, and before a surviving spouse is left carrying the same tax-deferred assets alone.
Those years may create opportunities that are harder to recreate later.

What Couples Often Miss

Many households assume the answer is simply “do a Roth
conversion.”

Roth conversions may be part of the conversation.
But this issue is usually bigger than one tactic.

A more coordinated planning process may also consider
how much to convert and when, which accounts to draw
from first, when to begin Social Security, whether future
IRA balances may become too large, how taxes and
Medicare may interact over time, and what the survivor’s
tax picture may look like years down the road.

That is why this is often less about a single

recommendation and more about a sequence of
connected decisions.
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Why This Can Be
Hard to Solve Alone

Nothing in this guide is secret.
The rules are public.

But many families still miss the issue because the moving
parts live in different places.

The CPA prepares the return after the year is already

over. The attorney helps with documents. The investment
advisor focuses on portfolio management. The custodian
processes account activity.

The coordination challenge often lives in the space
between those roles.

That is why many families do not discover the problem

until a spouse is already gone or RMDs are already
underway.

A Better First
Question to Ask

Instead of asking only, “Are our accounts set up
correctly?”

A better question may be, “If one of us were gone, what
would the survivor’s tax return and Medicare picture

actually look like?”

That question reveals much more.
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When It May Make Sense to Take a Closer Look

This topic may be worth a closer review if you are married and retired, or approaching retirement, you have
significant traditional IRA or 401(k) balances, one spouse handles most financial decisions, you want more visibility
into survivor tax exposure, or you have never modeled the tax impact of one spouse dying first.

For some households, simply understanding the numbers creates meaningful clarity.

What a Survivor Tax Review May Help You See

At Oak Harvest, one way we help families think through this is by looking at the interaction between income sources,
tax brackets, retirement account balances, and future planning windows.

A Survivor Tax Review helps identify where future survivor tax pressure may come from, whether RMDs may become
a larger issue later, which planning windows may still be open, how taxes, Social Security, and Medicare may
interact, and whether your current withdrawal and account strategy still makes sense.

The goal is not to create fear.

The goal is to create visibility.

Because when families can see the moving parts more clearly, they make better decisions with more confidence.

The Bottom Line

When one spouse dies, the survivor faces a financial reality few couples fully expect: less income, but possibly more
tax pressure.

For households with substantial traditional retirement accounts, this is often one of the most important retirement
planning issues to understand before it becomes urgent.

The earlier a household sees it, the more flexibility it has.
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CAKHARVEST

FINANCIAL GROUP

Schedule Your Retirement

Success Review

If this guide raised questions about your own situation, a Survivor Tax Review may help you

better understand what a surviving spouse’s tax picture could look like, where pressure points

may develop, and which planning windows may still be open.

In that conversation, we may review your retirement income sources, your tax-deferred account

balances, survivor tax exposure, and possible pressure points in the years ahead.

(346) 598-2550

https://oakharvestfg.com/appointment/

Important Disclosure: This material is for educational purposes only and should not be
considered investment, legal, or tax advice. Oak Harvest Financial Group does not provide
legal or tax advice. Individuals should consult with their tax professional or attorney
regarding their specific situation. Any strategies discussed may not be suitable for every
investor. All investing involves risk, including the possible loss of principal. Medicare
rules, tax laws, and retirement planning rules may change over time. Advisory services are
provided through Oak Harvest Investment Services, LLC, a registered investment adviser.
Insurance services are provided through Oak Harvest Insurance Services, LLC, a licensed
insurance agency. Oak Harvest Financial Group, Oak Harvest Investment Services, and
Oak Harvest Insurance Services are not affiliated with any government agency, including
the Social Security Administration. For information regarding your specific situation, it is
recommended to contact the Social Security Administration.

Headquarters:
920 Memorial City Way, Suite #150,
Houston, TX 77024
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