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COMMON QUESTIONS BABY BOOMERS
HAVE ABOUT THEIR IRAS INCLUDE:

?

▸ Can I still contribute, and if so, how much?
▸ What type of IRA is right for me?
▸ When do I need to take withdrawals, and how much do I have
to take?
▸ How are my IRA withdrawals taxed?
▸ What happens when I die?
▸ How do the new tax laws impact me?
▸ How can I minimize taxes?

LIFE’S BECOME MORE COMPLICATED

▶ Years ago many retirees lived
comfortably on their:
• Pensions
• Social Security Benefits
• Whatever else they managed to save

▶ Companies have largely shifted from
pensions to 401(k) and similar plans.
• Shifts certain risks to employees
• May increase the number of critical
decisions retirees must take

HOW LONG WILL YOU LIVE?
Social Security Mortality

Age

Male

Female

Survivor

80

71%

79%

94%

85

53%

64%

83%

90

32%

43%

62%

95

14%

22%

33%

100

4%

8%

11%

Source: Society of Actuaries Longevity Illustrator, based on 2017 Social Security mortality tables

FINALLY A CHANCE TO SAVE!
Boomers often have discretionary cash for the first
time in decades after finishing paying for:

A mortgage

A child’s education

Other expenses
associated with
raising a family

Traditional IRA Basics
▸ Contributions may be tax deductible.
▸ Savings grow tax-deferred while
inside the account.
▸ Withdrawals are generally added to
your income.*

*Withdrawals made prior to 59 ½ may be subject to
an additional 10% early withdrawal penalty.

Traditional IRA Contribution Rules
▸ Maximum contribution for 2021 is $6,000 ($7,000 if 50 or older
by the end of the year).
▸ Must have “compensation” (generally earned income).
▸ Beginning FOR years 2020 and later, there is no age limit for
making Traditional IRA contributions!

TRADITIONAL IRA
CONTRIBUTION RULES
IRA Contributions are deductible unless:

1
2

You and/or your spouse are active participants in an
employer-sponsored retirement plan.

AND
Your income exceeds an applicable threshold amount

Roth IRA Basics
▸ No deduction for contributions.
▸ Savings grow tax-deferred while
inside the account.
▸ Contributions may be withdrawn at
any time tax and penalty free.
▸ Qualified distributions may include
earnings and are also tax free.

Roth IRA Contribution Rules
▸ Maximum contribution for 2021 is $6,000 ($7,000 if 50 or older
by the end of the year).
▸ Must have “compensation” (generally earned income).
▸ No age limit.
▸ Income* cannot exceed certain levels:
• Single filers can make a full Roth IRA contribution if their
income is below $125,000.
• Married couples filing a joint return can make full Roth IRA
contributions if their income is below $198,000.

*MODIFIED ADJUSTED
GROSS INCOME (MAGI)

Spousal IRA/Roth IRA
Contributions
▸ Allows working spouse to make
traditional/Roth IRA contributions
for non-working spouse.
▸ Non-working spouse must meet all
other qualifications for applicable IRA.

CAN $7,000 PER YEAR MAKE A
MEANINGFUL DIFFERENCE?
END OF YEAR BALANCE
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*Note: This illustration is hypothetical and assumes contributions of $7,000 were made during the first 10
years, and that a 6% rate of return was earned in all years. This does not represent the performance of any
investment product, and your results may vary.

TAKE ADVANTAGE OF EMPLOYERSPONSORED RETIREMENT PLANS
If you still work, check to see what retirement plans
your employer offers.
You can contribute money to an employersponsored retirement plan and an IRA/Roth IRA.
The 2021 salary deferral limit for 401(k) and similar
plans is $19,500 ($26,000 if 50 or older, due to the
$6,500 catch-up).

SIX “ROLLOVER” OPTIONS FOR YOUR
PLAN FUNDS*
#1

Leave your employer plan assets
in your existing company
retirement account.

#2

Roll over your plan assets to a
new company retirement plan.

#3

Roll over your plan assets to
an IRA.

#4

Take a lump-sum distribution of
your plan balance.

#5

Convert your plan assets to a
Roth IRA.

#6

Make an in-plan Roth conversion
of your plan assets.

*Rolling over your plan assets may not be right for you, as there may be disadvantages, including: surrender
charges, deferred sales charges, early withdrawal penalties, and the loss of certain rights and guarantees.
Each of these options has its own advantages and disadvantages that should be evaluated against your
unique set of facts, circumstances, goals and objectives.

NEW FOR

2021

Taxation of Retirement Account Withdrawals (Non-Roth)
2021 Federal Income Tax Brackets*
Tax Bracket

Single

Married-Joint

10%

$0 - $9,950
$9,951 - $40,525
$40,526 - $86,375
$86,376 - $164,925
$164,926 - $209,425
$209,426 - $523,600
$523,601+

$0 - $19,900
$19,901 - $81,050
$81,051 - $172,750
$172,751 - $329,850
$329,851 - $418,850
$418,851 - $628,300
$628,301+

12%
22%
24%
32%
35%
37%
*Based on taxable income. Source: IRS

TOP INCOME TAX RATES
THROUGHOUT HISTORY
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Potential “Side Effects” of IRA Distributions
‣ Increase exposure to the 3.8% surtax on net investment
income.
‣ Phase-outs of deductions and tax credits.
‣ Increase Medicare Part B premiums.
‣ Increase the amount of taxable Social Security benefits.
‣ Reduce or eliminate financial aid for a child’s education.
‣ Reduce or eliminate Roth IRA contribution eligibility.
‣ And more!

Required Minimum
Distributions (RMDs)
Avoiding IRA withdrawals…
‣ Allows your account to grow taxdeferred for as long as possible.
‣ Keeps income off your tax return.

You can’t avoid withdrawals
forever though!

Required Minimum Distributions
(RMDs) continued
‣ “Required minimum distributions” (RMDs) begin for IRAs once
you turn 72*
‣ “Required minimum distributions” (RMDs) begin for most plans
once you turn 72*

Failure to take an RMD can result in a 50% penalty.

NEW FOR

2021

*Individuals who reached age 70 ½ in 2019 MUST still take an RMD. RMDs were
eliminated for 2020 due to the COVID-19 pandemic.

Uniform Life Expectancy
Factors for Ages 72 – 79
Age of IRA
owner or plan
participant

Life
expectancy in
years

72

25.6

73

24.7

74

23.8

75

22.9

76

22.0

77

21.2

78

20.3

79

19.5

Calculating Your Required
Minimum Distribution
▸ Obtain your prior year-end balance.
▸ Look up your life expectancy factor
on the appropriate IRS life
expectancy table*.

*New life expectancy factors begin in 2022

RMDS AS A PERCENTAGE OF
YOUR ACCOUNT BALANCE
Age of IRA Owner
or Plan Participant

RMD as a Percentage*

Age of IRA Owner
or Plan Participant

RMD as a Percentage*

72
73
74
75
76
77
78
79
80
81

3.91%
4.05%
4.21%
4.37%
4.55%
4.72%
4.93%
5.13%
5.35%
5.59%

82
83
84
85
86
87
88
89
90
91

5.85%
6.14%
6.46%
6.76%
7.10%
7.47%
7.88%
8.34%
8.78%
9.26%

*Note: All percentages are rounded up to the nearest hundredth.

THREE RMD MISTAKES

#1

#2

#3

Aggregating RMDs
between different
types of
retirement accounts.

Aggregating RMDs
between spouses.

Forgetting to take an
RMD and doing
nothing about it.

SAVVY IRA STRATEGY #1:
Hold Off Taking IRA Distributions
Possible benefits include:
▸ Allowing IRA funds to grow tax-deferred for as long
as possible
▸ Keeping IRA income off of your tax return for as long
as possible
▸ Avoiding the potential “side effects” of IRA distributions for as
long as possible

SAVVY IRA STRATEGY #1:
Hold Off Taking IRA Distributions
Potential drawback and limitations include:
▸ As your IRA grows, so does Uncle Sam’s share
▸ At 72 you must generally begin taking RMDs
▸ IRA distributions in future years may be higher, which may
push you into a higher income tax bracket
▸ Possible future “side effects” may not be an issue now:
•
•

NEW FOR

2021

Increase the amount of Social Security benefits that are taxable
Increase in Medicare Part B premiums

▸ Future tax rates may be higher.

SAVVY IRA STRATEGY #2:
Roth IRA Conversions
▸ IRA (or similar retirement funds) are moved to a Roth IRA.
▸ Taxable amount converted is added to your income.

Example: Jill converts $100,000 from her IRA to a Roth IRA:
▸ Jill will have to add $100,000
to her income.
▸ The conversion income will
be taxed at Jill’s tax bracket.

Consult your tax professional.

TAX-FREE ROTH IRA DISTRIBUTIONS

59½
All distributions from a Roth IRA are tax
and penalty-free if you’ve had any Roth
IRA for more than five years and you are
at least 59 ½ .

Tax and Penalty Free

If you are older than 59 ½, the amount
you convert can be distributed at any
time tax and penalty free.

Who Can Do a Roth
IRA Conversion?
Anyone can convert their IRA (or other
eligible retirement account) to a Roth IRA:
No age limits (high or low)

No income limits (high or low)

No requirement to be working

Help Reduce The Risk of Rising Rates
Roth conversions may provide a hedge against an
increase in future tax rates.
▸ Future tax rates are unknown.
▸ Taxes are a major concern for many retirees.
▸ Conversions allow you to pay taxes at today’s tax rates.

Can help manage other costs tied to your income
▸ Social Security benefits included in income
▸ Medicare Part B premiums

ROTH IRAS HAVE NO REQUIRED
MINIMUM DISTRIBUTIONS
No required minimum distributions during your lifetime.

You decide when
you want to take
distributions.

Allows your
account to grow
uninterrupted, taxfree for life.

Can provide a taxfree inheritance to
heirs.

The Tax Cuts and Jobs Act’s
Big Change
The Tax Cuts and Jobs Act eliminated
recharacterizations for Roth IRA
conversions made in 2018 or later.
You are now “stuck” with all Roth IRA
conversions.

YOU’RE ”STUCK” WITH
YOUR CONVERSION
Tax bill higher than you thought?

Accidentally phase yourself out
of a credit?
Investments dropped in value after
you converted?
Changed your mind for
whatever reason?

Too. Darn. Bad.

Three Key Questions
Before Converting
1. Do you have a rough idea of the
conversion’s impact on your tax bill?
2. Do you have a plan to pay the
resulting taxes?
3. Do you have a reasonable
expectation that the benefits of ”prepaying” your taxes like this makes
sense in your overall plan?

Hint: The answer to each
should be yes!

“FILLING UP THE BRACKET” ROTH IRA
CONVERSION STRATEGY
Before Conversion
10%

12%

22%

24%

32%

37%

Roth Conversion Income

After Conversion
10%

35%

12%

22%

24%

32%

35%

37%

HUNT FOR LOW-INCOME YEARS
Bigger Roth IRA conversions in
years with unusually low income
may be beneficial.
Common examples of low-income years include:
‣ Business owner with unusually low sales
‣ Business owner with unusually high expenses
‣ High non-recurring medical bills
‣ After retirement, but before receiving Social
Security benefits, pensions and/or
IRA distributions

Potential Limitations and Risks of
Roth IRA Conversions:
‣ There is no guarantee that a Roth IRA conversion will achieve
the intended results.
‣ There is no guarantee that the Roth IRA distribution rules won’t
be changed.
‣ The amount converted is generally added to your income.
‣ A Roth IRA conversion may also trigger the same “side effects”
associated with a “regular” distribution from a traditional IRA.
‣ There is no guarantee that investments will appreciate in the
Roth account after a conversion.

Savvy IRA strategy #3:
Move Retirement Money Directly
Two Ways to Move Retirement Money*:
‣ Indirect Rollover
• Also known as “60-day rollover.”
‣ Directly
• Trustee-to-Trustee Transfer
• Direct Rollover

* Rolling over your plan assets may not be right for you, as there may be disadvantages,
including: surrender charges, deferred sales charges, early withdrawal penalties, and the
loss of certain rights and guarantees.

Indirect rollovers*
Account

▸ Distribution is payable to you.
▸ 60-day time limit.

You

New
Retirement
Account

▸ 20% mandatory withholding (plans)
▸ Once-per-year IRA rollover rule

*Rolling over your plan assets may not be right for you, as there may be disadvantages, including:
surrender charges, deferred sales charges, early withdrawal penalties, and the loss of certain rights
and guarantees.

Direct Rollovers/
Trustee-to-trustee transfers
Account

▸ Funds are sent right from your
old retirement account to your
new retirement account.
▸ No 60-day rule.

New
Retirement
Account
▸ No 20% mandatory withholding.
▸ No once-per-year rollover rule.

Direct rollovers

*Rolling over your plan assets may not be right for you, as there may be
disadvantages, including: surrender charges, deferred sales charges, early
withdrawal penalties, and the loss of certain rights and guarantees.

SAVVY IRA STRATEGY #4:
Coordinating Your IRA Planning
IRA planning should be coordinated with other
aspects of planning, such as your:
▸
▸
▸
▸
▸

Overall retirement plan
Estate plan
Tax planning
Education planning (for yourself, spouse, children, etc.)
Overall financial plan

IT’S NOT JUST WHAT YOU OWN,
BUT WHERE YOU OWN IT*
Strategically allocating certain investments in your
retirement accounts and other investments in your
non-retirement accounts can help lower your tax bill.

*Investments may carry risks. Consult with your financial professional.

STRATEGIC ALLOCATION EXAMPLE –
ASSUMPTIONS
You have $100,000 in an IRA.

You have $100,000 in a non-IRA account.

You’re in the 24% tax bracket.
You want to own $100,000 of investments
paying a hypothetical 4% interest rate.
*The above example is hypothetical and is not
intended to represent any specific investment.
Your results may vary.

You want to own $100,000 of stocks paying
hypothetical qualified dividends of 4%.

STRATEGIC ALLOCATION EXAMPLE* –
SCENARIO #1
$100,000 IRA owns stocks
paying 4% qualified dividends

$100,000 non-retirement
account owns bonds with
bonds paying 4% interest

$4,000 of income
generated within IRA
Taxable at ordinary income tax
rates when withdrawn from IRA
$4,000 IRA withdrawal
x 24% tax rate
$960 tax bill

Interest is taxed at ordinary
income tax rates
$1,920
total tax owed

$4,000 interest
x 24% tax rate
$960 tax bill

*The above example is hypothetical and is not intended to represent any specific investment.
Your results may vary.

STRATEGIC ALLOCATION EXAMPLE* –
SCENARIO #2
$100,000 IRA owns bonds
paying 4% interest

$100,000 non-retirement
account owns stocks paying
4% qualified dividends

$4,000 of income
generated within IRA
Taxable at ordinary income tax
rates when withdrawn from IRA
$4,000 IRA withdrawal
x 24% tax rate
$960 tax bill

Qualified dividends tax at
long-term capital gains rates
$1,560
total tax owed

$4,000 interest
x 15% tax rate
$600 tax bill

*The above example is hypothetical and is not intended to represent any specific investment.
Your results may vary.

Potential Limitations and
Risks of This Strategy Include:
‣ There is no guarantee that
investments will perform
as expected.
‣ Not all dividends qualify for
taxation at long-term capital
gains rates.
‣ There is no guarantee that the
special tax rate for long-term
capital gains won’t be eliminated.

Coordinating IRA Planning
with Social Security
‣ Many retirees do not properly
evaluate the decision of when to
apply for Social Security benefits.
‣ When you should claim benefits is a
personal decision that depends on
many factors.
‣ Social Security is guaranteed for life
and has cost-of-living adjustments.
‣ Delaying Social Security can
increase your monthly benefits.
‣ Many retirees claim Social Security
earlier than they should.

Withdraw From an IRA to Delay Social Security?
Reports have shown that Social Security is often the cheapest
annuity you can “buy.”
‣ Price = Other assets used to delay Social Security
‣ Annuity bought = Difference in monthly benefits by delaying Social
Security

Social Security benefits are generally more tax-efficient than IRA
withdrawals.
‣ At least 15% of Social Security benefits you receive will be tax-free.

SAVVY IRA STRATEGY #5:
Coordinating Your IRA Planning
with Estate Planning
‣ IRAs and other retirement accounts generally pass via
beneficiary form.
‣ Your will does not generally control who gets your IRA.
‣ Many people fail to appropriately update their beneficiary
forms, leading to problems.

DIFFERENT TYPES OF
IRA BENEFICIARIES**

*Only applicable until the minor reaches the age of majority
**Applies to deaths occurring after the SECURE Act’s changes are effective

NON-DESIGNATED BENEFICIARIES
Non-living beneficiaries of retirement accounts
are non-designated beneficiaries.
Exception: Certain trusts.

Post-death distribution rules depend on when the IRA owner died.

Prior to “Required Beginning Date”

5-Year Rule

On or after “Required Beginning Date”

Decedent’s remaining
Single Life Expectancy

NON-ELIGIBLE DESIGNATED BENEFICIARIES
Most Non-Spouse Beneficiaries
Certain trusts also qualify.

Account must generally be distributed by
the end of the 10th year after the year of death.

ELIGIBLE DESIGNATED BENEFICIARIES
Specified group of designated beneficiaries who can still “Stretch.”
#1

Spouses

#2

Disabled persons

#3

Chronically ill persons

#4

Individuals within 10 years of
decedent's age

#5

IRA owner’s minor children (only until
they reach the age of majority)

Certain trusts for the benefit of the above persons may also qualify.

The Stretch IRA
‣ Only eligible-designated
beneficiaries can stretch IRAs over
their life expectancy.
‣ Preserves tax-deferral for as long
as possible.
‣ Helps minimize the impact of taxes
on withdrawals

Trusts as IRA Beneficiaries

Control

Complexity
& Cost

Options for Spousal IRA
Beneficiaries
▸ Spousal rollover
▸ Election to treat account as own
▸ Remain as beneficiary

SPOUSAL ROLLOVERS*
Mr. Smith
IRA

Spousal Rollover

Mrs. Smith
IRA

▸ Moves deceased spouse’s IRA into surviving spouse’s own IRA.
▸ Funds are treated as though they were always in the spouse’s IRA.
▸ Future distributions may be subject to the 10% early withdrawal penalty if the
surviving spouse is not 59 ½ or older.
* Rolling over your plan assets may not be right for you, as there may be disadvantages, including: surrender
charges, deferred sales charges, early withdrawal penalties, and the loss of certain rights and guarantees.

Remain as a Beneficiary
▸ Inherited IRA assets are kept in a properly titled inherited IRA.
▸ Distributions are not subject to the 10% early withdrawal
penalty.
▸ A spousal rollover can always be made once the spouse
beneficiary turns 59 ½.

BONUS STRATEGY #6:
Watch Out For Scams!

IRAs may be targeted by scammers.
Always do you homework before making any decisions.

▸ Answer your important questions.
▸ Plan a tax-efficient withdrawal strategy.
▸ Evaluate your employer plan and
determine what rollover options are
available to you.

WE ARE HERE
TO HELP

▸ Create an efficient Roth IRA
conversion plan.
▸ Move your retirement account money – if
that’s the right move for you – correctly
to avoid the costly mistakes.
▸ Decide if you should use IRA money to
hold off on taking Social Security.
▸ Help ensure your retirement accounts
pass to the right beneficiaries.
▸ And more!

