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Summit Group Retirement Planners, Inc. 

Retirement in America Article #25: Understanding Required Minimum Distributions RMD’s 

According to the IRS website, a Required Minimum Distribution (RMD) is the 
minimum amount you must withdraw each year from your retirement plans when you 
attain age 70 ½.  The retirement accounts that are impacted by this RMD are as follows: 
Individual Retirement Accounts (IRA’s), and traditional IRA-based plans such as SEP 
IRAs, SIMPLE IRAs, and SARSEPS.  Also, all retirement plan accounts (profit sharing, 
401k, 403b, and 457b) are also impacted by this mandate.  This rule does not apply to Roth 
IRAs until after the death of the owner, and then impacts the beneficiary(s). 

There are a few additional stipulations surrounding this RMD rule.  An individual 
can withdraw the minimum required amount or more than the RMD limit when taking a 
distribution.  RMD’s are included in an individual’s taxable income with the exception of 
any portion of the account that was taxed before one’s basis.  RMDs cannot be reinvested 
into retirement accounts, only nonretirement accounts.   

Two exceptions to RMD taxation would be any qualified distribution, for example 
from designated Roth accounts or redirection of an RMD directly to a qualified 501© 
Charity.  Since the RMD never enters the individuals account, it doesn’t affect their 
adjusted gross income, and it becomes a direct contribution to the non-profit 
organization.  

Guidelines on RMD’s 

 Generally, RMD’s must be taken for the year in which an individual turns 70 ½.  
The first payment can be delayed until April 1st of the year following the year in which 
that individual turns 70 ½.  For all subsequent years, the RMD must be taken by 
December 31st of each year.   

The IRA custodian or retirement plan administrator may compute the RMD for the 
individual account holder, but the account holder is still responsible for providing the 
final calculation.  RMDs are required to be taken from all retirement accounts, for 
example: IRA, 401(k), 457(b).  For 403(b) contracts, if the owner has multiple 403(b) 
contracts, they have more flexibility and can take the total RMD amount from one or 
more 403(b) contracts that they possess. 

The way that RMDs are calculated is by dividing the prior December 31 balance of that 
IRA or retirement plan account by an IRS published life expectancy factor.  This factor is 
presented in Publication 590-B, Distributions from Individual Retirement Arrangements 
(IRAs). Once you access this table, you would select the life expectancy table that 

https://www.irs.gov/publications/p590b/index.html
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corresponds with your situation: joint and last survivor table, uniform lifetime table, or 
single life expectancy table.   

 If a retirement plan account owner or IRA owner dies before RMDs have started, 
there will be different RMD rules that will apply to the beneficiary of the account or IRA.  
Generally, the requirements are that the entire amount of the owner’s benefit must be 
distributed to the beneficiary who is an individual within 5 years of the owner’s death, or 
over the lifetime of the beneficiary.  This second approach, lifetime of the beneficiary, 
would require distributions start no later than one year following the owner’s death. 

Understanding how RMD’s wok in Retirement Plans 

 There is an exception to when RMD’s must be taken with respect to qualified 
retirement plans.  If an individual of a company is currently an employee working over 
the age of 70 ½ and is a participant of a qualified retirement plan (401k/403b), they are 
not required to take an RMD if they are not a 5% or more owner.  Roth 401(k) accounts 
also require RMD’s, however ROTH IRA’s do not. 

Summit Group Retirement Planners, Inc. - Key Takeaways 

As with all things in life, it is important to understand the rules as well as your 
options.  RMDs are mandatory for retirement accounts that have been contributed to on 
a pre-tax basis.  ROTH IRAs are not subject to this RMD requirement, whereas Roth 
401(k)’s would still require the RMD be taken at 70 ½.   

The other key takeaway is that if you work past the age of 70 ½, are less than a 5% 
owner of the company, and have a retirement account with an employer, you are not 
required to take an RMD from that employer’s retirement plan.  However, if you hold an 
IRA outside of your employer based retirement account, then that IRA would still be 
subject to the RMD mandate.  Lastly, there is some ambiguity as to what being employed 
means (for example 1 hour a week or 40 hours per week), but this does provide some 
flexibility for participants that are continuing to work past 70 ½ who are not a 5% or more 
owner to delay the mandatory RMDs.    

Further Reading 

For further information, please contact a Summit Group Retirement Planners, Inc. 
Representative: 267-433-1051 or Dfiorenza@sgretirementplanners.com.  Summit Group 
Retirement Planners, Inc. specializes on collaborating with employers on the design 
features, installation assistance, and ongoing servicing needs of their retirement 
programs.   

Investment advice offered through Summit Group Retirement Planners, Inc., a 
registered investment advisor.   

mailto:Dfiorenza@sgretirementplanners.com
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