WHAT ARE REQUIRED MINIMUM DISTRIBUTIONS?
A required minimum distribution (RMD) is the minimum amount that is
required by law to be withdrawn from your tax-deferred retirement plan(s)
each year after you reach age 72*.
The rewards of tax deferral
Tax-deferred retirement plans have helped many Americans save
and invest for retirement. Untouched by annual taxation, your
contributions to these plans have grown faster over the years
than would have been possible with the same investments held
outside a tax-deferred vehicle.

Why withdraw money you may not need?
Tax-deferred retirement plans are not tax free. You probably
haven’t been taxed on the money in your retirement plan(s), so
at some point you must withdraw your money and pay taxes.
Starting in 2020 the law generally requires that you begin to do
so at age 72* (with a deadline of April 1 in the year following your
72nd birthday). If you were 70 ½ prior to December 31, 2019
you will still need to take RMD at 70 ½ . You can always take
out more than the minimum, but the excess cannot be used
toward a required minimum distribution for a future year.

New, simpler rules
The Internal Revenue Service has simplified the rules for these
distributions. These changes let you:
• Keep more of your retirement assets working on a tax-deferred
basis.
• Have the freedom to change beneficiaries after age 72 .
• Eliminate the often complex tables and formulas needed to
calculate your minimum distributions.
Note: If your retirement benefit is in the form of an annuity
(as in the case of payments under a traditional defined benefit
pension plan), you may not be able to change the beneficiary or
name a new one if the original one dies, for example your spouse.

Avoid severe tax
penalties
If you fail to take the required
minimum distribution, federal tax
law imposes a 50% penalty on
the difference between the
amount of your required
minimum distribution and the
amount you actually took out - in
addition to full tax liability. In this
example, Joe Jones is required to
take out $10,000 from his
retirement plans by April 1, 2020,
but took out only $4,000.

Income tax
$10,000 required minimum
distribution
X 0.28 % tax bracket
$2,800 income tax

Federal tax penalty
$10,000required minimum distribution
− 4,000 actual distribution
$6,000 difference
X 0.50 % IRS penalty
$3,000 IRS penalty

Tax is due on the entire $10,000
but Joe must pay an additional
50% tax penalty on the difference
This
examplehis
is for
illustrative
purposes only.
between
actual
distribution
Your
situation
may differ.
andindividual
his required
minimum
distribution.

*New tax law that went into effect on January 1, 2020 known as the Federal Secure Act allows RMD to begin at age 72 if you
have not already turned 70 ½ prior to December 31st, 2019.
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WHEN DO REQUIRED MINIMUM DISTRIBUTIONS BEGIN?
You must generally begin distribution no later than April 1 of the year after
you turn age 72, unless you were 701/2 prior to December 31 st 2019. In
future years, you must take your distribution by December 31.

Exceptions to the age 70½ rule
• If you are a participant in a
qualified retirement plan and
are not a 5% or greater owner
of the company sponsoring the
plan, then you might be able
to delay taking your
distribution until you retire
(even if you retire after age
70½). Note: the later
distribution age does not
apply to distributions from
IRAs.
• If you had money in a 403(b)
plan on or before December
31, 1986, you may be able to
delay taking required
minimum distributions until
age 75; or
• If you participate in a 403(b)
plan, you might be able to
delay taking your
distributions until you retire
(even if you retire after age
70½).
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Be careful with your first distribution!
If you wait until April 1 to make your first distribution,
you’ll have to make another withdrawal by December
31. Taking two distributions in one year increases your
taxable income, which can push you into a higher tax
bracket or cause you to become ineligible for certain
deductions.

A first-year exception example
1. Joe turned age 72 on August 1, 2020.
2. Joe can wait to complete taking his required
minimum distribution out of his plan(s) until April 1,
2021 - April 1 of the year after he turned age 72.
(The calculation is based upon his December 31,
2020, account value.)
3. He must take the second distribution by December
31, 2021, to satisfy the 2021 calendar year
distribution requirement.
(The calculation is based upon his December 31,
2020, account value adjusted for the first
distribution taken for 2021.)

HOW WE CAN HELP
Based on the information you provide, we can calculate your required
minimum distribution for you, and can also make your distributions
automatic, to help you avoid future penalties.
What we can do for you
• Calculate your required minimum distribution only.
• Calculate required minimum distribution from all of
your retirement accounts.
• Send your distribution, if the accounts are with us, to
you on or before April 1of the year after you turn age
72.
• Automate required minimum distribution for future
years, by calculating them and then depositing them
into your bank account monthly, quarterly,
semi-annually or annually.
• Deduct state and Federal income taxes so you are
prepared for April 15th.
• Report to the IRS the required minimum distribution
so as to demonstrate compliance and avoid the 50%
tax penalty.
• Send tax reporting to you for your tax preparation
demonstrating state and Federal tax withholding.
To have us do your calculations
• You need to make decisions about your beneficiaries.
(See page 4 and 5 for more information.)
• Complete the “Individual Retirement Account
Required Minimum Distribution Form.”
Remaining invested in your fund
If you have more than one retirement plan or account
and you want to remain invested in it, you may be able
to take distributions from another account or
consolidate your retirement holdings (see box at right).
Complete information is important!
You’ll need to know the value of each of your accounts
as of December 31 of the previous year (even plans
kept at other institutions) if you want us to calculate
distributions from all of your retirement accounts. Our
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calculations will be based on the information you
provide.

Plans that require minimum
distributions
• Traditional IRAs (including
rollovers).
• 403(b) and 401(k) plans.
• 457 plans.
• Simplified Employee Pension
plans (SEP-IRAs).
• Savings Incentive Match for
Employees IRAs (SIMPLE IRAs).
• Pension and profit-sharing plans.
If you have more than one type of
plan, there are three rules to keep
in mind:
1. Generally, you must make
withdrawals based on the
December 31 prior year value of
each of your retirement plans.
2. If you have more than one IRA or
403(b) account, you can
withdraw from any one or all of
them, but you must take a
separate minimum distribution
from each type of plan, i.e., one
for IRA and one for 403(b).
3. For other types of retirement
plans, you must withdraw money
for each plan for which a
minimum distribution is
required.

CALCULATING YOUR REQUIRED MINIMUM DISTRIBUTION
The IRS has simplified the rules for calculating required minimum
distributions. Just be sure you understand your options.
“Stretch” IRA NO MORE
Known also as the eternal IRA
or continual IRA, this popular
technique allowed a much
younger beneficiary to inherit
your traditional or Roth IRA.
With the Federal Secure Act
that took effect on January 1,
2020 beneficiaries of an IRA,
both traditional and ROTH, or
other retirement accounts
MUST take ALL of the inherited
account out over a maximum of
10 years.
This could have a significant
income tax impact to
beneficiaries, especially if
received in their max earning
years. We can help with tax
planning.
Keep careful records
Because choosing a beneficiary is
such an important decision, you
should keep a copy of your
beneficiary records in a safe place,
and keep a record of any changes
you make. You may also wish to
review your beneficiary designation
periodically.

Important!
Review your beneficiaries
often. You don’t want an
ex-spouse to get the money.
We have a beneficiary kit that
can help you with your
review.
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Choose a beneficiary
Your beneficiary is the individual, individuals, trust, or charity
you’ve chosen to receive your retirement plan assets upon your
death. Beneficiaries now enjoy greater “stretch” tailored to their
life expectancies.
If you leave your IRA to more than one person, your
beneficiaries may have their required minimum distributions
paid out according to their own life expectancies if your IRA is
divided into separate accounts.
Calculate your required minimum distribution
Your required minimum distribution is generally determined by
dividing the total amount in your retirement plan on December
31 of the previous year by your life expectancy “factor”.
The IRS has created a Uniform Distribution Period table (see
page 9) for everyone age 70 and older. That table assumes you
have a beneficiary, even if you haven’t named one by the time
you are age 72 or 70 ½ prior to December 31st, 2019, and that
your beneficiary is 10 years your junior.
The only reason you would not use this table is if you named
your spouse as your sole beneficiary, and your spouse is more
than 10 years younger than you. In that case, you may use the
IRS’ Joint Life and Last Survivor Expectancy table (see page 9),
which will yield a required minimum distribution less than that
determined by the uniform table.
Have your RMD paid to a charity
Money from an individual retirement account can be donated to
charity. What’s more, if you've reached the age where you need
to make required minimum distributions (RMDs) from your
traditional IRAs, you can avoid paying taxes on them having the
RMD paid directly to a qualified charity. That tax break was
made permanent in 2015. You just have to be sure to follow the
rules carefully.

If your spouse is the named beneficiary
Your spouse can choose to roll the entire value of your
account into an IRA of his or her own. The required
distributions from that account would be based on the
account value when he or she reaches age 72 (if she
turns 70 ½ after December 31st 2019). Alternatively,
your account can be maintained and distributions
deferred until you would have reached age 72 (if you
turn 70 ½ after December 31st 2019). At any time,
your spouse would begin t receive payments from
your account calculated using IRS tables for a single
life expectancy and his or her age. This life expectancy
would be recalculated annually.
Disclaiming a beneficiary interest
Up until December 31 of the year after the year of
your death, your beneficiary designations may change.
No one may designate a new beneficiary on your
account, but a beneficiary may choose to “disclaim” his
or her interest, or have it paid in full.
For example, say you left your IRA to your 71-year-old
brother and your 25-year-old grandson. If your
brother were to disclaim his interest. Your grandson
would still have to take the value out over a maximum
of 10 years, but the income tax impact may be less for
him than the brother.
There may be other instances where a beneficiary
disclaimer may be advisable. Keep in mind that any
change must be made before December 31 deadline.
Ask your tax adviser and financial professional if you
think this strategy may be appropriate for your
personal situation.

5

Example

In Year 1, Jane Jones is age 60
when her deceased spouse
would have been age 72−her life
expectancy is 24.2 years. The
total retirement plan value is
$400,000.
$400,000 divided by 24.2 =
$16,530 (required minimum
distribution).
Jane has a job that she likes. She
doesn’t need the money−or the
tax liability. Jane rolls over her
deceased spouse’s plan value
($400,000) to her own IRA,
where she can defer
distribution until she reaches
age 72.
This illustration is hypothetical and does not
represent the performance of any specific
investment.

CONSOLIDATING YOUR ASSETS
Over the years, you may have opened numerous retirement accounts with
different financial services providers. It can be hard to keep track of multiple
accounts.
Consolidate to simplify

It can be hard to make sense of
multiple account statements, track
the performance of different
investment portfolios, and monitor
your withdrawals.
Once your assets have been
consolidated you’ll be able to:
• Calculate your required minimum
distributions from one account.
• Track your investments on a
single, easy-to-read account
statement.
• Simplify your record keeping.
• Monitor your asset allocation at a
glance.
• Manage your assets to pursue the
income you need.

The Potential Benefit of Two IRA Accounts:
The IRS requires that a TOTAL required minimum
distribution (RMD) is made for the December 31st
value of ALL your retirement accounts that are
subject to RMD.
Many retirees set-up two IRA accounts, one that is
more conservative and one that is more aggressive in
the investing. This allows them the choose from year
to year which account to take the gross RMD from, or
to take it from both.
For example, if one account is invested in equities and
the other in fixed assets (bonds, the bank, fixed
annuity, etc.) and the equity markets are up, they can
take the RMD from the equity account. This allows
them to sell high.
On the other hand, if equities are down, they can take
the RMD from their fixed account and let the equities
recover. Thus, not selling when the markets are down
and locking in losses.
This helps unrealized losses from becoming realized.
NOTE: If you have a 401(k) or other company
sponsored plans, you generally do not have the
benefits describe above. It is a pro-rata distribution,
that may not be the best option.

Estate planning. A sound estate plan will help
ensure that your hard-earned assets are protected
from excessive taxation, enabling you to leave more of
your wealth to your beneficiaries.
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ROLLOVERS AND TRANSFERS ARE EASY
There are several ways to roll over or transfer assets to us from another
brokerage firm, bank, annuity or mutual fund company.
• With a rollover, you take possession of the money in

your retirement plan, although 20% is automatically
withheld.1 While you generally claim this 20% as a tax
credit when you file your next tax return, you must
invest the gross amount distributed−including the
20% withheld, which you must make up out of other
assets−into a rollover account within 60 days of
receipt of the rollover check. If you fail to make up the
20% withheld, you will be subject to federal income
tax, and possibly to a 10% tax penalty on that amount.
• With a direct rollover, you move your retirement

assets directly to an IRA from an employer’s
retirement plan. Unlike the rollover, you do not take
possession of the money, and there is no automatic
withholding.
• With an asset transfer, you move the assets directly

from one custodian to another custodian. You do not
take possession of your money. Transfers must be
between the same types of plan (i.e., traditional IRA to
traditional IRA, etc.).

Consolidate to simplify
Consolidating assets reduces the
administrative complexity, and
makes it easier to manage your
accounts.2
You can transfer your retirement
assets from:
• Money purchase pension plan.
• Profit-sharing plan.
• 401(k) plan.
• 403(b) plan.
• Traditional IRA.
• SEP-IRA.
• SIMPLE IRA.3
• Prior employer’s plan (if plan
allows for lump-sum
distribution).

In each case described above, you must take your
required minimum distribution for the particular
calendar year before rolling over the account to a new
custodian.

1Important

note: Only 10% is withheld on distributions from traditional IRAs, SEPs, and SIMPLE IRAs, but you can generally opt out.

2In

certain situations, you may lose tax advantages by rolling assets into an IRA, such as the ability to hold employer securities or lumpsum distributions. You should consult your tax adviser about your particular situation.
3Restrictions
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apply for the first two years after establishing a SIMPLE IRA.

REINVESTING YOUR DISTRIBUTION
If you have enough current income to meet your needs, you may choose to
reinvest your required distribution.

Consider converting to a Roth IRA
Your required minimum distribution
can’t be rolled over into a Roth IRA (or
any other IRA), but if you meet certain
income eligibility requirements, you
can convert all or a portion of your
traditional IRA into a Roth IRA after
you have taken the required
distributions.
• You can open a Roth IRA at any
time−even if you’ve begun taking
minimum required distributions
from your retirement plans.
• You can make federal-tax-free
withdrawals if at least five tax years
have passed since your conversion
and you are the owner and age 59½
or older (or meet certain other
requirements).
• Money in a Roth IRA is not subject to
the required minimum distribution
rules during the owner’s lifetime.
You can let your money grow tax
deferred as long as you like.
Keep in mind that if you convert your
entire IRA in a single year, the tax
liability could be substantial.
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What you can do with your required
minimum distribution
Once you take (and pay taxes on) your required
minimum distribution, there are a wide range of
options available to suit your needs. Regardless of
your decision, always consider the impact of sales
charges.

Reinvest in the same investment type. You
must move the money into a non-retirement
account that is similar in nature as the IRA account.

Invest for tax-free or tax deferred income
now or in the future. Certain investment can
provide tax deferred or tax-free interest income.
Investments such as municipal bonds and U.S.
Treasuries may have state and Federal income tax
benefits.
Life insurance and annuities grow tax deferred and
if establish correctly life insurance can provide taxfree income to the owner and tax-free lumps sums
to beneficiaries.

If you are still working. You can make IRA
contributions, even after 70 1/2 .
Consider your personal situation.
Everyone’s goals and needs are different. We
can help you establish a plan this will help you
meet your financial objectives.

IRS LIFE EXPECTANCY TABLES
IRS Publication 590 has additional information
on required minimum distribution.
You can download IRS publication 590 at
www.irs.gov or order it by calling
(800) TAX-FORM (829-3676).
Use the Uniform Distribution Period table (first
below) to determine lifetime required minimum
distributions. This table does not provide for IRA
owners younger than age 70. If you have a spouse
beneficiary who is more than 10 years younger than
you, use the Joint Life and Last Survivor Expectancy
table (second below). For additional life expectancy
tables, see IRS Publication 590.

Uniform Distribution Period Table
Age
70
71
72
73
74
75
76
77
78
79
80
81
82

Divisor
26.2
25.3
24.4
23.5
22.7
21.8
20.9
20.1
19.2
18.4
17.6
16.8
16.0

Age
86
87
88
89
90
91
92
93
94
95
96
97
98

Divisor
13.1
12.4
11.8
11.1
10.5
9.9
9.4
8.8
8.3
7.8
7.3
6.9
6.5

83

15.3

99

6.1

84
85

14.5
13.8

100
101

5.7
5.3

Age
102
103
104
105
106
107
108
109
110
111
112
113
114
115
+

Source: Internal Revenue Service 2001.
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Divisor
5.0
4.7
4.4
4.1
3.8
3.6
3.3
3.1
2.8
2.6
2.4
2.2
2.0
1.8

Joint Life and Last Survivor Expectancy Table
Owner
AGE
55
56
57
58
59
60
61
62
63
64
65
66
67
68
69

B
e
n
e
f
i
c
i
a
r
y

70
29.9
29.1
28.4
27.6
26.9
26.2
25.6
24.9
24.3
23.7
23.1
22.5
22.0
21.5
21.1

71
29.7
29.0
28.2
27.5
26.7
26.0
25.3
24.7
24.0
23.4
22.8
22.2
21.7
21.2
20.7

72
29.6
28.8
28.1
27.3
26.5
25.8
25.1
24.4
23.8
23.1
22.5
21.9
21.3
20.8
20.3

73
29.5
28.7
27.9
27.1
26.4
25.6
24.9
24.2
23.5
22.9
22.2
21.6
21.0
20.5
20.0

Source: Internal Revenue Service 2001.
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74
29.4
28.6
27.8
27.0
26.2
25.5
24.7
24.0
23.3
22.7
22.0
21.4
20.8
20.2
19.6

75
29.3
28.5
27.7
26.9
26.1
25.3
24.6
23.8
23.1
22.4
21.8
21.1
20.5
19.9
19.3

76
29.2
28.4
27.6
26.8
26.0
25.2
24.4
23.7
23.0
22.3
21.6
20.9
20.3
19.7
19.1

77
29.1
28.3
27.5
26.7
25.9
25.1
24.3
23.6
22.8
22.1
21.4
20.7
20.1
19.4
18.8

78
29.1
28.2
27.4
26.6
25.8
25.0
24.2
23.4
22.7
21.9
21.2
20.5
19.9
19.2
18.6

79
29.0
28.2
27.3
26.5
25.7
24.9
24.1
23.3
22.6
21.8
21.1
20.4
19.7
19.0
18.4

80
29.0
28.1
27.3
26.4
25.6
24.8
24.0
23.2
22.4
21.7
21.0
20.2
19.5
18.9
18.2

Making Advised Choices
In today’s complex financial marketplace, retirees are faced with a multitude of choices. With
literally thousands of investment options, how can you choose the ones that are right for you?
One answer is to begin with the guidance of a financial professional who knows you, who
understands your reasons for investing, the time you have to reach your goals, and the amount
of risk you’re comfortable assuming. We believe that every investor should start with this
advantage.
Next, choose from a select list of investment solutions−one that narrows your options to a
manageable number while increasing your confidence in the solutions themselves. That’s
where we can help.
Your roadmap to success is unique and should be carefully mapped out. That is where our
expertise can help. With a depth of knowledge resources, we can help to simplify the
seemingly complicated options when taking required minimum distributions.
In addition, we can work with your tax and legal experts to make sure the plan complements
your income and estate planning strategies.
Remember, this report is not designed to offer tax or legal advice for your specific situation. It
is for general education only and you should consult with your financial advisor, accountant,
tax professional or attorney for specific advise on your IRA accounts.
Call us at 800-978-7953 or go online and review all our resources at

www.AAARetire.com
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