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	Tax diversification worksheet
Help minimize your taxes―
and help maximize your cash flow
	


	How diversified are your assets when it comes to how they’re taxed? Complete this worksheet to help make that determination.


	Taxed up-front1
	Taxed as it grows4
	Taxed when you take income10

	Asset
	Amount
	Purpose*
	Asset
	Amount
	Purpose*
	Asset
	Amount
	Purpose*

	Cash value life insurance2
	     
	     
	Checking account
	     
	     
	Tax-deferred accounts, such as a 401(k), 403(b), or ESOP11
	     
	     

	Roth IRA and Roth 401(k)3
	     
	     
	Savings account5
	     
	     
	Traditional IRA12
	     
	     

	
	
	
	U.S. savings bonds6
	     
	     
	Fixed and variable annuities13
	     
	     

	
	
	
	U.S. Treasuries6
	     
	     
	529 plans14
	     
	     

	
	
	
	Bonds7
	     
	     
	Other pension plans15
	     
	     

	
	
	
	CD
	     
	     
	
	
	

	
	
	
	Money market funds
	     
	     
	
	
	

	
	
	
	Mutual funds8
	     
	     
	
	
	

	
	
	
	Municipal bonds9
	     
	     
	
	
	

	Total
	     
	
	Total
	     
	
	Total
	     
	


* Examples: retirement, education, short-term savings, etc.
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	Investing involves risk, including possible loss of principal. Asset allocation and diversification do not ensure a profit or protect against a loss.

1 Purchases and/or contributions are with money that has already been taxed.
2 Withdrawals are generally income tax-free until cost basis has been recovered. Thereafter, policy loans are generally income tax-free unless the policy lapses. Withdrawals and loans will reduce the policy cash surrender value and net death benefit and may cause the policy to lapse. Lapse of a life policy may cause loss of death benefit and adverse income tax consequences. A life insurance policy classified as a modified endowment contract (MEC) will have less favorable tax treatment during the life of the insured compared to other life insurance (non-MEC policies). Such tax treatment would be similar to tax treatment of a deferred annuity.
3 Earnings within a Roth account are not subject to tax as long as the distribution is a qualified distribution. The distribution must be made after a participant reaches age 59½, death, or disability and must be made at least five years after the first Roth 401(k) contribution was made.
4 Earnings or interest subject to taxation based on the individual annual tax filing.  
5 Earned income is taxed as ordinary income.
6 The interest from U.S. Treasury securities is taxable at the federal level, but it is exempt from state and local income taxes.
7 These are taxed when bonds are sold.
8 Mutual funds pass their dividends, interest, and capital gains to their shareholders. Capital gain or loss may also be recognized upon sale of mutual funds shares. To the extent the funds are invested in tax-exempt bonds, interest may be federal and/or state income tax-free.
9 Not subject to federal income tax, but subject to state income tax and capital gains tax.
10 Distributions from a qualified plan such as 403(b), 401(k), and ESOP will be subject to 20% federal tax withholding.  An individual’s tax due may be more or less depending on the individual adjusted gross income and IRS tax rates at the time of their annual tax filing.  
11 Tax-deferred accounts—e.g., 401(k), 403(b), ESOP, and defined benefit accounts with pre-tax contributions and earnings—are subject to tax when distributed.
12 Contributions to traditional IRAs are tax-deductible, earnings grow tax-free, and withdrawals are subject to income tax. Early withdrawals (before age 59½) from a traditional IRA—and withdrawals of earnings from a Roth IRA—are subject to a 10% penalty, plus taxes, though there are exceptions to this rule.
13 These grow tax-deferred, but are taxed at ordinary income rates when distributed. Distributions before age 59½ are subject to a 10% premature distribution penalty.
14 Withdrawals from 529 plans are federal income tax-free as long as withdrawals are used for qualified expenses. Some states offer state income tax deductions and state tax credits 

for contributions.
15 Taxed at ordinary income rates when distributed.
The subject matter in this communication is educational only and provided with the understanding that Principal® is not rendering legal, accounting, investment, or tax advice. You should consult with appropriate counsel, financial professionals, and other advisors on all matters pertaining to legal, tax, investment, or accounting obligations and requirements.

Insurance products issued by Principal National Life Insurance Co. (except in NY), Principal Life Insurance Company®, and the companies available through the Preferred Product Network, Inc. Plan administrative services offered by Principal Life. Securities offered through Principal Securities, Inc., member SIPC, and/or independent broker/dealers. Referenced companies are members of the Principal Financial Group®, Des Moines, IA 50392.

	
	[image: image3.jpg]Not FDIC or NCUA insured

May lose value * Not a deposit * No bank or credit union guarantee
Not insured by any Federal government agency





	Principal®, Principal Financial Group®, and Principal and the logomark design are registered trademarks of Principal Financial Services, Inc., a Principal Financial Group company, in the United States and are trademarks and service marks of Principal Financial Services, Inc., in various countries around the world.
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