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In my August 2015 newsletter I offered eightieth birthday wishes to our Social Security program 
that provides retirement and disability benefits to millions of Americans.  On August 14, 1935, 
Social Security was born in great controversy.  Today, it is the cornerstone of most retirement 
plans and the only income lifeline that many elderly and disabled Americans have.  Long live the 
Social Security program!!! 
 

We are now approaching July 1, 2016 and another milestone birthday of sorts is unfolding.  Beginning next month, the first 

wave of baby boomers born in 1946 will start turning 70 ½.  This is quite amazing but the July 1 boomers will be followed by 

brother and sister boomers turning 70 ½ at the rate of 10,000 people per day for the next eighteen years.  

Why are these birthdays so important?  They are important because Required Minimum Distributions (RMDs) must be taken 

from Traditional Individual Retirement Accounts (IRAs) beginning at 70 ½.  Simplified Employee Pensions (SEPs) and SIMPLE 

IRAs are also subject to this rule; Roth IRAs are not. Distributions must be taken by December 31 of each year or there is a 

50% penalty on the amount you fail to withdraw.  The taxman cometh. 

There is a somewhat tricky first year exception that applies to everyone taking their initial Required Minimum Distribution.  It 

should be noted that I am using the year 1946 here since this is the boomer birthday milestone (If you were born in 1947 or 

later, substitute your birth year into this formula when you turn 70 ½).  If you were born between January 1 and June 30, 1946, 

then you can delay your first year distribution until April 1, 2017.  However, if you decide to postpone your distribution until April 

1 of 2017, then you must take two distributions in 2017. The first distribution is for age 70 and the second distribution is for age 

71.  Similarly, if your birthday is between July 1 and December 31, 1946, your first RMD will be in 2017, the year you turn 71.  

Required Minimum Distributions are calculated by dividing your retirement account balance at the end of the previous year by 

the IRS-provided life expectancy table factor based upon your current age.  This number/mathematical factor is found in IRS 

Publication 590-B.  There are three life expectancy tables which may be used: 1) Single Life, 2) Joint Life and Last Survivor 

Expectancy and 3) Uniform Lifetime.  The table used depends upon whether the IRA owner is living or deceased and, if de-

ceased, whether the beneficiary is a spouse or non-spouse.  In our example of a living IRA owner born in 1946 and starting to 

take distributions, the Uniform Lifetime Table is used.  Each year the percentage withdrawn from your IRA steadily increases 

since the withdrawal factor increases every year for your age.  However, that does not mean that your actual dollar amount will 

always be higher from one year to the next.  The December 31 investment value of your IRA account will likely change from 

year to year. In short, divide the December 31 account value of the previous year by the factor for your current age found in the 

Uniform Table.  That calculation will determine what amount must be withdrawn in the current year.  As an example, if your 

December 31, 2015 balance was $175,000 and you are or will be 71 in 2016, divide $175,000 by 26.5 (factor for age 71) and 

your Required Minimum Distribution for 2016 is $6,603.77. 

If you have multiple IRAs, required minimum distributions must be added up for all accounts.  The distribution can be taken 

from a single account, more than one account or proportionately from each account.  You can always take out more than the 

RMD but you cannot take out less.  Additional amounts withdrawn are not credited for future year RMDs. 

In most cases, your entire IRA withdrawal is added together with your other income.  The combined amount is taxable at what-

ever ordinary income tax bracket you happen to be in for that year.  While you do not see this very often, if you made any non-

deductible contributions or rolled over any after-tax amounts to an IRA, the nondeductible contributions are not taxed when 

distributed.  

It should be noted that most of this discussion has centered on Traditional IRA distributions.  Employer 401(k) plans are also 

subject to the required minimum distribution rule.  However, if you are still working at age 70 1/2, you do not have to take a 

distribution until you leave your job.  Unlike traditional IRAs that prohibit funding after 70 1/2, in most cases you can continue 

funding your 401(k) until you stop working.  Upon job termination, there is no additional funding allowed for 401(k)s and the 

RMDs must begin. 

In summary, the goal of this article was to review the basics of traditional IRA distributions for baby boomers just turning 70 

1/2. IRAs have the potential to cause a lot of unintended tax consequences for both owners and beneficiaries if not handled 

properly. There are a lot of rules and regulations most clients are unaware of which can be quite confusing.  I am here to help 

you navigate through the uncertainty.  Give a call and set up an appointment to discuss how this may affect you.  

As a closing thought, it is hard to imagine that we just passed the summer solstice and daylight hours are already getting short-

er. Time never stops for any of us.  Take good care, enjoy the summer and have a Happy Fourth of July!!!     
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If you drive a car, I’ll tax the street 

If you try to sit, I’ll tax your seat 

If you get too cold, I’ll tax the heat 

If you take a walk, I’ll tax your feet 

Taxman! 

‘Cause I’m the taxman, yeah I’m the taxman 

-The Beatles, Taxman 
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Estate –Planning Documents You Shouldn’t Be Without 

Safeguard Your Valuable Assets and  Make a Difficult Time Easier for Your Heirs 

Misunderstand or overlooking necessary estate-planning documents is more common than you might think, and there are a number of critical items we 
recommend you compile to ensure that you stay in control of your money and medical decisions. 

Gathering this material and keeping it in a safe place can save your loved ones hours of effort, heartache and frustration at a time when your help is more 
valuable to them than ever. 

The checklist that follows is a basic guide to what these important documents are and can be used as a reference as you gather them. 


