Tax Planning
Retirement:

Required Minimum
Distributions
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Tax Deferral Doesn’t Last Forever
At some point, account owners are required to H
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withdraw a minimum amount. This amount is
referred to as the Required Minimum Distribution
(RMD). Just like any withdrawal from a
traditional IRA or 401k, an RMD is taxed as
ordinary income at the taxpayer’s marginal rate.
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For many years, RMDs

started the year someone 1950 or earlier 70.5
turned 70.5. This changed

with the passage of the ° 195121959 3
SECURE Act and SECURE & 550 & later e
2.0 Act. .

Folks who reach RMD age and are still working may not need to
take an RMD from their 401k, but they will need to do so for any
IRAs they own. RMDs continue for the life of the account owner.

How much is my RMD going to be?

The RMD is calculated by dividing the
account balance as of December 3lst in the
year before the distribution by a number in
an IRS-provided table that's associated
with how old the account owner will be in

the year of the distribution.

What if | Don’t Take My RMD?

Prior to the passage of the SECURE 2.0 Act, account owners
faced a stiff 50% penalty on the amount they should have
withdrawn but failed to. The SECURE 2.0 Act reduced the penalty
to 25% starting in 2023, which can be further reduced to 10% if
the account owner withdraws the necessary amount and submits
an amended tax return in a timely fashion.





