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OUR INSTRUCTOR FOR THE TWO DAY 
SEMINAR – MICHAEL MIRANDA
• Michael Miranda, CPA, QKA, AEP, is the owner of Miranda CPA & Consulting LLC in Sioux Falls, 

South Dakota. Michael previously worked for Williams & Company CPA PC as a senior 
manager from 1989 to May of 2017. While at Williams & Company, Michael provided tax 
consulting, estate planning and employee benefit services. In 1976, he received a B.S. Degree in 
Accounting from Indiana University, South Bend, Indiana. Prior to joining Williams & Company, 
he was on staff as a Tax Specialist with Price Waterhouse in offices at South Bend and 
Minneapolis. Michael is currently the Treasurer and Liaison Board member for the Sioux Falls 
Estate Planning Councils. He holds CPA licenses in the states of Iowa, Minnesota and South 
Dakota.
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AGENDA
• Preparing for Retirement – A Checklist Approach 

(October 10th 2017 Webinar)

• Private Retirement Plans (October 10th and 11th 2017 
Webinars)

– Qualified plan arrangements

– Choosing the right small business plan

– Regular IRAs (tax deferred) and Roth IRAs

– Rollovers, distributions, and penalty issues

– Operational issues, including correction procedures

– Plan termination considerations 4
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AGENDA
• Social Security – What’s In It for Your Clients (October 11th 2017 Webinar)

– Introduction

– Qualifying for benefit

– Retirement benefits

– Divorce

– Survivor benefits

– Disability

– Calculating the benefit – brief overview

– Social security planning

• Questions & Answers
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CONTRIBUTIONS TO IRAS

• Executive Overview
– Introduction

– Traditional IRAs

– Roth IRAs

– Retirement savings contributions credit (saver’s credit)

– What’s new for 2017

7

CONTRIBUTIONS TO IRAS (CON’T)

• Introduction
– What are some tax advantages of an IRA?

• Contributions and fully or partially deductible

• Tax treatment of earnings during the period that IRA funds are not distributed

– Setting up an IRA

– Contribution to an IRA

– Transferring money or property to / from an IRA

– Taking a credit for contributions to an IRA

8
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CONTRIBUTIONS TO IRAS
• Introduction How Are a Traditional IRA and a Roth IRA Different?

9

Question Answer

Traditional IRA? Roth IRA?

Is there an age limit on when I can open and contribution to a …. Yes.  You must not have reached age 70 ½ by 
the end of the year.

No.  You can be any age.

If I earned more than $5,500 in 2017 ($6,500 if I was 50 or older 
by end of 2017), is there a limit on how much I can contribution to 
a ….

Yes.  For 2017, you can contribute
• $5,500 or
• $6,500 (catch-up)  
No upper limit on how much can earn and 
still contribute.

Yes.  For 2017, you can contribute
• $5,500 or
• $6,500 (catch-up)  
But amount you contribute may be less 
depending on income, filing status, and if you 
contribute to another IRA.

Can I deduct contributions to a …. Yes.  You may be able to deduct you 
contributions to a tradition IRA depending 
on income, filing, whether are covered by 
retirement plan and/or receive social 
security benefits

No.  You can never deduct contribution to a 
Roth IRA

Do I have to file a form just because I contribute to a …. Not unless you make nondeductible 
contributions to your traditional IRA.  If so, 
you must file Form 8606.

No.  You do not have to file a form if you 
contribution to a Roth IRA.

CONTRIBUTIONS TO IRAS

TRADITIONAL IRAS

• Introduction

• Who can open a traditional IRA?

– Both spouses have compensation

• What is compensation?

• When can a traditional IRA be opened?

• How can a traditional IRA be opened?

– Kinds of traditional IRAs

COMPENSATION FOR 
PURPOSES OF AN IRA

Includes … Does Not Include …
Wages, Salaries, etc. Earnings and Profits from 

Property

Commissions Interest and Dividend Income

Self-Employment Income Pension or Annuity Income

Alimony and Separation 
Maintenance

Deferred Compensation

Nontaxable Combat Pay Income from Certain 
Partnerships

Any Amounts you Exclude 
from Income

10
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CONTRIBUTIONS TO IRAS

• Traditional IRAs – Types of Accounts
– Individual Retirement Account

– Individual Retirement Annuity

– Individual Retirement Bonds (suspended after 4/30/1982)

– SIMPLE IRAs

– Simplified Employee Pension (SEP)

– Employer and Employee Association Trust Accounts

11

CONTRIBUTIONS TO IRAS

• Traditional IRAs – How Much Can Be Contributed?
– General Limit – for 2017, lesser of (i) $5,500 ($6,500 if age 50 

or older) or (ii) taxable compensation

– Kay Bailey Hutchinson spousal IRA limit

– Filing status – may effect contribution amount if covered by 
retirement plan

– Less than maximum contribution

– More than maximum contribution

12
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CONTRIBUTIONS TO IRAS

• Traditional IRAs
– When can contributions be made?

– How much can you deduct?
• Are you covered by an employer plan?

• Situations in which you are not covered?

• Limit if covered by employer plan

• Social security recipients

– Effect of modified AGI on deduction if you are covered by a retirement 
plan or not covered by a retirement plan – See Table 1-2 and Table 1-3

– Figuring your modified AGI – See Worksheet 1-1

– Figuring your reduced IRA deduction – Worksheet 1-2

13
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CONTRIBUTIONS TO IRAS
EXAMPLES
George, who is 34 years old and single, earns $24,000 in 2016.  His 
IRA contributions for 2016 are limited to $5,500

Danny, an unmarried college student working part time, earns $3,500 
in 2016

His IRA contributions for 2016 are limited to $3,500, the amount of 
his compensation

18
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CONTRIBUTIONS TO IRAS
Example – Kay Bailey Hutchison Spousal IRA Limit
Kristin, a full-time student with no taxable compensation, marries Carl during 
the year
Neither of them was age 50 by the end of 2016
For the year, Carl has taxable compensation of $30,000
He plans to contribute (and deduct) $5,500 to a traditional IRA
If he and Kristin file a joint return, each can contribute $5,500 to a traditional 
IRA
This is because Kristin, who has no compensation, can add Carl's compensation, 
reduced by the amount of his IRA contribution ($30,000 − $5,500 = $24,500), to 
her own compensation (-0-) to figure her maximum contribution to a traditional 
IRA
In her case, $5,500 is her contribution limit, because $5,500 is less than $24,500 
(her compensation for purposes of figuring her contribution limit) 19

CONTRIBUTIONS TO IRAS
Example – Filing Status
Tom and Darcy are married and both are 53

They both work and each has a traditional IRA

Tom earned $3,800 and Darcy earned $48,000 in 2016

Because of the Kay Bailey Hutchison Spousal IRA limit rule, even though 
Tom earned less than $6,500, they can con-tribute up to $6,500 to his IRA 
for 2016 if they file a joint return

They can contribute up to $6,500 to Darcy's IRA

If they file separate returns, the amount that can be contributed to Tom's 
IRA is limited by his earned income, $3,800

20
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CONTRIBUTIONS TO IRAS

Example – Less Than Maximum Contributions
Rafael, who is 40, earns $30,000 in 2016

Although he can contribute up to $5,500 for 2016, he contributes only $3,000

After April 18, 2017, Rafael cannot make up the difference between his actual 
contributions for 2016 ($3,000) and his 2016 limit ($5,500)

He cannot contribute $2,500 more than the limit for any later year

21

CONTRIBUTIONS TO IRAS

Example – Nondeductible Contributions
Tony is 29 years old and single

In 2016, he was covered by a retirement plan at work

His salary is $67,000

His modified AGI is $80,000

Tony makes a $5,500 IRA contribution for 2016

Because he was covered by a retirement plan and his modified AGI is above 
$71,000, he cannot deduct his $5,500 IRA contribution

He must designate this contribution as a nondeductible contribution by 
reporting it on Form 8606 

22
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CONTRIBUTIONS TO IRAS

•Other Considerations for Traditional IRAs
– What if You Inherit an IRA?

– Can You Move Retirement Plan Assets?
• Trustee-to-Trustee Transfer

• Rollovers

• Time Limit for Making a Rollover Contribution

• Rollover From One IRA into Another

• Possible Waiver of the 60-day rollover requirement

– Rollover Chart – Table 1-4

23
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CONTRIBUTIONS TO IRAS

Example – Rollover From One IRA Into Another
You have two traditional IRAs, IRA-1 and IRA-2

In 2016, you made a tax-free rollover of a distribution from IRA-1 into a new traditional 
IRA (IRA-3)

You cannot, within 1 year of the distribution from IRA-1, make a tax-free rollover of any 
distribution from either IRA-1 or IRA-3 into another traditional IRA

For 2016, the rollover from IRA-1 into IRA-3 prevents you from making a tax-free 
rollover from IRA-2 into any other traditional IRA

This is because in 2016 you are only allowed to make one rollover within a 1-year period

So when you make a rollover from IRA-1 to IRA-3, you cannot make a rollover from    
IRA-2 to any other traditional IRA . 

25

CONTRIBUTIONS TO IRAS

Example
• You received an eligible rollover distribution from your traditional IRA on June 30, 

2016, that you intend to roll over to your 403(b) plan

• To postpone including the distribution in your income, you must complete the 
rollover by August 29, 2016, the 60th day following June 30

• The IRS may waive the 60-day requirement where the failure to do so would be 
against equity or good conscience, such as in the event of a casualty, disaster, or other 
event beyond your reasonable control 

26
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CONTRIBUTIONS TO IRAS
• Ways to get a waiver of the 60day rollover requirement. There are three ways to obtain a waiver of the 60-

day rollover requirement:

– You qualify for an automatic waiver

– You self-certify that you met the requirements of a waiver or

– You request and receive a private letter ruling granting a waiver

• How do you qualify for an automatic waiver? You qualify for an automatic waiver if all of the following apply:

– The financial institution receives the funds on your be-half before the end of the 60-day rollover period

– You followed all of the procedures set by the financial institution for depositing the funds into an IRA or other 
eligible retirement plan within the 60-day rollover period (including giving instructions to deposit the funds into a 
plan or IRA)

– The funds are not deposited into a plan or IRA within the 60-day rollover period solely because of an error on 
the part of the financial institution

– The funds are deposited into a plan or IRA within 1 year from the beginning of the 60-day rollover period

– It would have been a valid rollover if the financial institution had deposited the funds as instructed

• If you do not qualify for an automatic waiver, you can use the self-certification procedure to make a late rollover 
contribution or you can apply to the IRS for a waiver of the 60- day rollover requirement

27

CONTRIBUTIONS TO IRAS

• Roth IRAs
– Introduction

– What is a Roth IRA?

– When can a Roth IRA be opened

– Can you contribute to a Roth IRA?

• How much can be contributed?

– Roth IRAs only

– Roth IRAs and traditional IRAs

– Modified AGI for Roth IRA purposes – Worksheet 2-1

– Effect of Modified AGI on Roth IRA contribution – Table 2-1

– Determining your reduced Roth IRA contribution limit – Worksheet 2-2 Illustrated

28
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CONTRIBUTIONS TO IRAS

EXAMPLE – Reduced Roth IRA Contribution

You are a 45-year-old, single individual with taxable compensation of 
$118,000

You want to make the maximum allowable contribution to your Roth 
IRA for 2016

Your modified AGI for 2016 is $118,000

You have not contributed to any traditional IRA, so the maximum 
contribution limit before the modified AGI reduction is $5,500

You figure your reduced Roth IRA contribution of $5,140 as shown 
on Worksheet 2-2 - Illustrated

31
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CONTRIBUTIONS TO IRAS

• Roth IRAs
– Can you move amounts into a Roth IRA?

• Conversions

– Rollover

– Trustee-to-trustee transfer

– Same trustee transfer

– Same trustee

• Income includes

– Rollover from employer’s plan into a Roth IRA

– Rollover from a Roth IRA

33

CONTRIBUTIONS TO IRAS
• Retirement Savings Contributions Credit (Saver’s Credit)

– Introduction
– Can you claim the credit?
– Full-time student
– Adjusted gross income
– Eligible contributions
– Reducing eligible contribution (for distributions received while making 

contributions)
– Maximum eligible contributions
– Maximum credit – Nonrefundable credit
– How to figure and report the credit – Form 8880

34
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CONTRIBUTIONS TO IRAS (CON’T)
• What’s New for 2017

– Modified AGI limit for Traditional IRA contributions 
• Joint Return - $99K - $119K

• Single or HOH - $62K - $72K

• MFS – Less than $10K

• Joint return and one spouse not covered - $186K - $196K

– Modified AGI limit for Roth IRA contributions
• Joint return - $186K – 196K

• Single or HOH or MFS – MAGI - $118K ($0 if MAGI is $133K)

• MFS and lived with spouse – Less than $10K

35
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PHASING OUT THE MYRA PROGRAM 
10-4-2017
• The U.S. Department of the Treasury has decided to phase out the myRA® 

retirement savings program, and the program is no longer accepting new 
enrollments

– Existing accounts can remain open until further notice

• What is happening to accounts?

– The account remains open and taxpayers can continue to manage the 
account until further notice

– The funds in the account remain safe and in an investment issued by the U.S. 
Department of the Treasury

PHASING OUT THE MYRA 
PROGRAM 10-4-2017

• Any myRA with a zero ($0) balance as of September 15, 2017 or later, 
will be subject to possible automatic closure beginning on September 
18, 2017

• Treasury will be reaching out to all of the account holders with more 
information regarding the transfer or closure of the account over the 
next few weeks outlining when they will stop accepting and processing 
deposits
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PHASING OUT THE MYRA PROGRAM 
10-4-2017

• It is recommended taxpayers log in to their account to make sure 
their contact information is complete and up to date

• They can also update their information by contacting customer 
service

• They can initiate a direct transfer of their full account balance to 
another Roth IRA at any time

• First identify or open an account at the new Roth IRA provider 
where they will continue to save and invest

PHASING OUT THE MYRA PROGRAM 
10-4-2017
• Then, work with a new Roth IRA provider selected to transfer the 

myRA balance to the new Roth IRA

• By opening another Roth IRA and working with the new Roth IRA 
provider to initiate a transfer of the funds in the myRA to the new 
Roth IRA, taxpayers avoid withholding and potential tax liabilities 
(including potential tax penalties) that may apply to earnings if funds 
are paid directly to them

• To request closure of the account, call myRA customer support at 
855-406-6972 or TTY/TDD 855-408-6972 or International 414-
365-9616
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PHASING OUT THE MYRA 
PROGRAM 10-4-2017

• Remember that a myRA follows Roth IRA rules

• To avoid tax liabilities that may apply to earnings if funds are paid 
directly to the taxpayer they will need to deposit the amount of the 
distribution (including any tax withholding) into a private-sector 
Roth IRA within 60 days of the distribution

• Taxpayers may receive an additional payment due to a timing 
difference between when interest earned was reflected in the 
account balance, and when the requested a withdrawal or 
distribution is issued

PHASING OUT THE MYRA 
PROGRAM 10-4-2017

• Transferring the account - myRA has no fees to move funds to another Roth IRA 
provider (or to withdraw funds and close the account)

• Have the taxpayer check with the new Roth IRA provider to learn whether they 
have applicable fees

• Can the taxpayer transfer or roll over the account into my employer-sponsored 
retirement plan, such as a 401(k), or into a traditional IRA?

– No. As is the case with all Roth IRAs, the myRA can’t be transferred or rolled 
over into an employer-sponsored retirement plan or a traditional IRA

– Roth IRAs must be transferred or rolled over into other Roth IRAs
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DISTRIBUTIONS FROM IRAS

• Executive Overview
– Introduction

– Traditional IRAs

– Roth IRAs

– Reminders

44
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DISTRIBUTIONS FROM IRAS

• Introduction
– Receiving distributions from an IRA

– Making withholdings from an IRA

– Potential penalties associated with IRA distributions and/or 
withdrawals

– Required Minimum Distributions (RMDs)

– Distributions or withdrawals associated with the death or owners

45

DISTRIBUTIONS FROM IRAS

• How Are Traditional IRA and a Roth Different?

46

Question Answer

Traditional IRA? Roth IRA?

Do I have to start taking 
distribution when I reach a 
certain age from a ….

Yes. You must begin receiving 
RMDs by 4/1 of year following 
year you reach age 70 ½ 

No.  If you are the original owners 
of Roth IRA, you do not have to 
take distributions regardless of age

How are distributions 
taxed from a ….

Distributions from a Traditional 
IRA are taxed as ordinary income, 
but if you made nondeductible 
contributions, not all of the 
distributions is taxable

Distributions from a Roth IRA are 
not taxed as long as you meet 
certain criteria

Do I have to file a form 
just because I received 
distributions from a ….

Not unless you have ever made a 
nondeductible contribution to a 
traditional IRA (Form 8606)

Yes.  File Form 8606 if you 
received distributions from a Roth 
IRA (other than a rollover, QCD, 
HSA rollover, recharacterization 
distributions, or return of certain 
contributions
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DISTRIBUTIONS FROM IRAS

• Traditional IRAs
–What if you inherit an IRA?
• Inherited from spouse

• Treating it as you own

• Inherited from someone other than spouse

• IRA with basis

• Federal (and possibly state) estate tax deduction

47

DISTRIBUTIONS FROM IRAS (CON’T)

• Traditional IRAs 
– When can you withdraw or use assets?

– When must you withdrawal assets? (RMDs)

– IRA owners and RMD rules

• Required beginning date (RBD)

• Distribution calendar year and calendar year of age 70 ½ 

• Distributions after the RBD

• Change in marital status and change in beneficiary

• Example

48
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DISTRIBUTIONS FROM IRAS

EXAMPLE

You reach age 70 ½ on August 20, 2016

For 2016, you must receive the required minimum distribution from 
your IRA by April 1, 2017

You must receive the required minimum distribution for 2017 by 
December 31, 2017

Creates a “bunching” of gross income in one calendar year

Consider accelerating the 2016 RMD into the 2016 calendar year

49

DISTRIBUTIONS FROM IRAS (CON’T)
• Traditional IRAs 
• Figuring the owner’s RMD

– Review distribution Table I, Table II, and Table III
• Table I – Single Life Expectancy – For Use by Beneficiaries

• Table II – Joint Life and Last Survivor Expectancy – Owners whose spouses are more 
than 10 years younger and spouse is sole beneficiary of owner’s IRA

• Table III – Uniform Lifetime –

– Unmarried owners 

– Married owners whose spouses are not more than 10 years younger and 

– Married owners whose spouses are not the sole beneficiaries of their IRAs

50
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DISTRIBUTIONS FROM IRAS

• Traditional IRAs 

• More on figuring the owner’s RMD

• IRA account balance (end of preceding year)

• Contributions

• Outstanding rollovers and recharacterizations

• Distributions

–Examples

54
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DISTRIBUTIONS FROM IRAS
Example

Laura was born on October 1, 1945

She reaches age 70 ½ in 2016

Her required beginning date is April 1, 2017

As of December 31, 2015, her IRA account balance was $26,500

No rollover or recharacterization amounts were outstanding

Using Table III, the applicable distribution period for someone her age (71) 
is 26.5 years

Her required minimum distribution for 2016 is $1,000 ($26,500 ÷ 26.5)

That amount is distributed to her on April 1, 2017
55

DISTRIBUTIONS FROM IRAS
Example

Joe, born October 1, 1945, reached 70 ½ in 2016

His wife (his beneficiary) turned 56 in September 2016

He must begin receiving distributions by April 1, 2017

Joe's IRA account balance as of December 31, 2015, is $30,100

Because Joe's wife is more than 10 years younger than Joe and is the sole 
beneficiary of his IRA, Joe uses Table II

Based on their ages at year end (December 31, 2016), the joint life expectancy 
for Joe (age 71) and his wife (age 56) is 30.1 years

The required minimum distribution for 2016, Joe's first distribution year, is 
$1,000 ($30,100 ÷ 30.1)

This amount is distributed to Joe on April 1, 2017
56
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DISTRIBUTIONS FROM IRAS

Example – Distributions during your lifetime (spouse not 10 years older)

You own a traditional IRA

Your account balance at the end of 2016 was $100,000

You are married and your spouse, who is the sole beneficiary of your IRA, is 6 
years younger than you

You turn 75 years old in 2017

You use Table III. Your distribution period is 22.9

Your required minimum distribution for 2017 would be $4,367 ($100,000 ÷22.9)

57

DISTRIBUTIONS FROM IRAS
Example – Distributions during your lifetime (spouse is 10 years older)

You own a traditional IRA

Your account balance at the end of 2016 was $100,000

You are married and your spouse, who is the sole beneficiary of your IRA, is 11 
years younger than you

You turn 75 in 2017 and your spouse turns 64

You use Table II

Your joint life and last survivor expectancy is 23.6

Your required minimum distribution for 2017 would be $4,237 ($100,000 ÷
23.6) 

58
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DISTRIBUTIONS FROM IRAS

• Traditional IRAs Distributions in year of owner’s death

• Key – Death before or after RBD

• If death before RBD then no RMD in year of death of owner

• If owner died on or after RBD, IRS beneficiaries are 
responsible for figuring and distributing RMD in year of death

• Note – Figure RMD for year in which IRA owners dies as if 
owner lived for the entire year

59

DISTRIBUTIONS FROM IRAS
• Traditional IRAs 

– IRA Beneficiaries

• Beneficiary is surviving spouse

• Beneficiary is an individual (other than the surviving spouse)

• Beneficiary is not an individual

• IRA owner died before RBD or after RBD

60
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DISTRIBUTIONS FROM IRAS
• Traditional IRAs Surviving spouse

• If you are the surviving spouse who is the sole beneficiary of your 
deceased spouse's IRA, you may elect to be treated as the owner and 
not as the beneficiary

• If you elect to be treated as the owner, you determine the required 
minimum distribution (if any) as if you were the owner beginning with 
the year you elect or are deemed to be the owner 

• NOTE:  If you become the owner in the year your deceased spouse 
died, do not determine the required mini-mum distribution for that 
year using your life; rather, you must take the deceased owner's 
required minimum distribution for that year (to the extent it was not 
already distributed to the owner before his or her death) 

61

DISTRIBUTIONS FROM IRAS
• Traditional IRAs Date the designated beneficiary is 

determined
• Generally, the designated beneficiary is determined on September 30 of the calendar year 

following the calendar year of the IRA owner's death

• In order to be a designated beneficiary, an individual must be a beneficiary as of the date of 
death  

• Any person who was a beneficiary on the date of the owner's death, but is not a 
beneficiary on September 30 of the calendar year following the calendar year of the 
owner's death (because, for example, he or she disclaimed entitlement or received his or 
her entire benefit), will not be taken into account in determining the designated 
beneficiary  

• An individual may be designated as a beneficiary either by the terms of the plan or, if the 
plan permits, by affirmative election by the employee specifying the beneficiary 
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DISTRIBUTIONS FROM IRAS

• Traditional IRAs 
– Death of a beneficiary

–More than one beneficiary

–Owner died on or after RBD

• Designated beneficiary – base RMDs on the longer of:

– Single life expectancy (Table I), or

– Owner’s life expectancy

• Surviving spouse is sole designated beneficiary

63

DISTRIBUTIONS FROM IRAS

• Traditional IRAs 
– Owner died before RBD

• Designated beneficiary – generally must base RMDs for years 
after owner’s death using your single life expectancy (Table I)

• Special rules for surviving spouse –
– Year of first required distribution

– Death of surviving spouse prior to date distributions being

– This rule does not apply to the surviving spouse of a 
surviving spouse

• Examples

64
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DISTRIBUTIONS FROM IRAS
Example #1

Your spouse died in 2014, at age 65 ½

You are the sole designated beneficiary of your spouse’s traditional IRA

You do not need to take any required minimum distribution until December 31 
of 2019, the year your spouse would have reached age 70 ½

If you die prior to that date, you will be treated as the owner of the IRA for 
purposes of determining the required distributions to your beneficiaries

For example, if you die in 2016, your beneficiaries will not have any required 
minimum distribution for 2016 (because you are treated as the owner, died prior 
to your required beginning date)

They must start taking distributions under the general rules for an owner who 
died prior to the required beginning date 

65

DISTRIBUTIONS FROM IRAS

Example #2

Same facts as Example 1, except your sole beneficiary upon your death in 2016 is your 
surviving spouse (the original spouse beneficiary remarried)

Your surviving spouse cannot wait until the year you would have turned 701/2 to take 
distributions using his or her life expectancy

Also, if your surviving spouse dies prior to the date he or she is required to take a 
distribution, he or she is not treated as the owner of the account

Just like any other individual beneficiary of an owner who dies before the required 
beginning date, your surviving spouse must start taking distributions in 2017 based on 
his or her life expectancy (or elect to fully distribute the account under the 5-year rule 
by the end of 2021) 
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DISTRIBUTIONS FROM IRAS
TIP from Example #2

The second surviving spouse from Example 2 above can still elect to 
treat the IRA as his or her own IRA or rollover any distributions that 
are not required minimum distributions into his or her own IRA 

67

DISTRIBUTIONS FROM IRAS

• Traditional IRAs 5-year rule
The 5-year rule requires the IRA beneficiaries to withdraw 100% of the IRA by 
December 31 of the year containing the fifth anniversary of the owner’s death

For example, if the owner died in 2016, the beneficiary would have to fully 
distribute the plan by December 31, 2021

The beneficiary is allowed, but not required, to take distributions prior to that 
date

The 5-year rule never applies if the owner died on or after his or her required 
beginning date 
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DISTRIBUTIONS FROM IRAS

• Traditional IRAs 
– Individual designated beneficiaries

The terms of most IRA plans require individual designated 
beneficiaries to take required minimum distributions using the life 
expectancy rules (explained earlier) unless such beneficiaries elect to 
take distributions using the 5-year rule

The deadline for making this election is December 31 of the year the 
beneficiary must take the first required distribution using his or her 
life expectancy (or December 31 of the year containing the fifth 
anniversary of the owner's death, if earlier) 

69

DISTRIBUTIONS FROM IRAS
• Traditional IRAs 

– Beneficiary not an individual
• The 5-year rule applies in all cases where there is no individual designated beneficiary by September 30 of 

the year following the year of the owner’s death or where any beneficiary is not an individual (for example, 
the owner named his or her estate as the beneficiary) 

– TIP – Review IRA plan documents on 5-year rule provisions of any 
particular Plan

– Caution – If any residue remains after the 5-year period on 12/31 is 
may be subject to the 50% excise tax
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DISTRIBUTIONS FROM IRAS

• Traditional IRAs 
– Figuring the beneficiary’s required minimum distribution

• Beneficiary an individual

– Spouse as sole designated beneficiary

– Other designated beneficiary

• Beneficiary not an individual

– Death on or after RBD

– Death before RBD

–Examples
71

DISTRIBUTIONS FROM IRAS

Example – Beneficiary an Individual

Your father died in 2016

You are the designated beneficiary of your father's traditional IRA

You are 53 years old in 2017, which is the year following your father's death

You use Table I and see that your life expectancy in 2017 is 31.4

If the IRA was worth $100,000 at the end of 2016, your required minimum distribution 
for 2017 would be $3,185 ($100,000 ÷ 31.4)

If the value of the IRA at the end of 2017 was again $100,000, your required minimum 
distribution for 2018 would be $3,289 ($100,000 ÷ 30.4 (31.4 reduced by 1, which is 
the number of years following the year after your father's death in 2016)) 
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DISTRIBUTIONS FROM IRAS (CON’T)
Example – Beneficiary in not an Individual

The owner died in 2016 at the age of 80

The owner's traditional IRA went to his estate

The account balance at the end of 2016 was $100,000. In 2017, the 
required minimum distribution would be $10,870 ($100,000 ÷ 9.2)

(The owner's life expectancy in the year of death, 10.2, reduced by 
one) If the owner had died in 2016 at the age of 70, the entire 
account would have to be distributed by the end of 2021 

73

DISTRIBUTIONS FROM IRAS

• Traditional IRAs

–Installments allowed

–More than one IRA (see example)

–More than minimum received (see example)

–Multiple individual beneficiaries – separate accounts

– Trust as beneficiary
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DISTRIBUTIONS FROM IRAS

Example – More than one IRA

Sara, born August 1, 1945, became 70 1/2 on February 1, 2016

She has two traditional IRAs

She must begin receiving her IRA distributions by April 1, 2017

On December 31, 2015, Sara's account balance from IRA A was $10,000; her account balance from IRA 
B was $20,000

Sara's brother, age 64 as of his birthday in 2016, is the beneficiary of IRA A

Her husband, age 78 as of his birthday in 2016, is the beneficiary of IRA B

Sara's required minimum distribution from IRA A is $377 ($10,000 ÷ 26.5 (the distribution period for 
age 71 per Table III))

The amount of the required minimum distribution from IRA B is $755 ($20,000 ÷ 26.5)

The amount that must be withdrawn by Sara from her IRA accounts by April 1, 2017, is $1,132 ($377 + 
$755)

75

DISTRIBUTIONS FROM IRAS
Example – More than minimum received

Justin became 70 ½ on December 15, 2016

Justin's IRA account balance on December 31, 2015, was $38,400

He figured his required minimum distribution for 2016 was $1,401 ($38,400 ÷ 27.4 (the 
distribution period for age 70 per Table III))

By December 31, 2016, he had actually received distributions totaling $3,600, $2,199 more 
than was required.  Justin cannot use that $2,199 to reduce the amount he is required to 
withdraw for 2017, but his IRA account balance is reduced by the full $3,600 to figure his 
required minimum distribution for 2017

Justin's reduced IRA account balance on December 31, 2016, was $34,800

Justin figured his required minimum distribution for 2017 is $1,313 ($34,800 ÷ 26.5 (the 
distribution period for age 71 per Table III))

During 2017, he must receive distributions of at least that amount
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DISTRIBUTIONS FROM IRAS

• Traditional IRAs 
– Trust as beneficiary (cannot be a designated beneficiary)

– However, the beneficiaries of a Trust will be treated as 
designated beneficiaries is the following are true:
• Trust is valid under state law

• Trust is irrevocable or becomes such by its terms upon owner’s 
death

• Beneficiaries are identifiable from the trust instrument

• Trustee provides IRA custodian or trustee with the 
documentation
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DISTRIBUTIONS FROM IRAS
• Traditional IRAs 

– Are Distributions Taxable?

• In general

• Exceptions
– Rollovers

– Qualified charitable distributions (QCDs)

– Tax-free withdrawals of contributions

– Return of nondeductible contributions

– One-time qualified HSA funding distribution

• Ordinary income

• No special treatment (i.e., 10-year tax option or capital gain treatment
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DISTRIBUTIONS FROM IRAS
Example – Qualified charitable distributions – Part 1

• On December 23, 2016, Jeff, age 75, directed the trustee of his IRA to make a 
distribution of $25,000 directly to a qualified §501(c)(3) organization (a 
charitable organization eligible to receive tax-deductible contributions)

• The total value of Jeff's IRA is $30,000 and consists of $20,000 of deductible 
contributions and earnings and $10,000 of nondeductible contributions (basis)

• Since Jeff is at least age 70 ½ and the distribution is made directly by the 
trustee to a qualified organization, the part of the distribution that would 
otherwise be includible in Jeff's income ($20,000) is a QCD 
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DISTRIBUTIONS FROM IRAS
• Example – Qualified charitable distributions – Part 2

• In this case, Jeff has made a QCD of $20,000 (his deductible contributions and earnings)

• Because Jeff made a distribution of nondeductible contributions from his IRA, he must file 
Form 8606 with his return

• Jeff includes the total distribution ($25,000) on line 15a of Form 1040

• He completes Form 8606 to determine the amount to enter on line 15b of Form 1040 and the 
remaining basis in his IRA

• Jeff enters -0- on line 15b

• This is Jeff's only IRA and he took no other distributions in 2016

• He also enters “QCD” next to line 15b to indicate a qualified charitable distribution 
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DISTRIBUTIONS FROM IRAS
• Example – Qualified charitable distributions – Part 3

• After the distribution, his basis in his IRA is $5,000

• If Jeff itemizes deductions and files Schedule A with Form 1040, the 
$5,000 portion of the distribution attributable to the nondeductible 
contributions can be deducted as a charitable contribution, subject 
to AGI limits

• He cannot take the charitable contribution deduction for the 
$20,000 portion of the distribution that was not included in his 
income 
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DISTRIBUTIONS FROM IRAS

• Traditional IRAs 
– Distributions fully or partly taxable
• Fully taxable

• Partly taxable

• Form 8606

• IRS Worksheets – Figuring the taxable part of your IRA 
distribution
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DISTRIBUTIONS FROM IRAS

EXAMPLE

Rose Green has made the following contributions to her traditional IRAs. 

Year Deductible Nondeductible 

2009 2,000 -0-

2010 2,000 -0-

2011 2,000 -0-

2012 1,000 -0-

2013 1,000 -0-

2014 1,000 -0-

2015 700 300 

Totals $9,700 $300 
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DISTRIBUTIONS FROM IRAS
• Rose’s example continues -

• Rose needs to complete Worksheet 1-1

• Figuring the Taxable Part of Your IRA Distribution to determine if her IRA deduction for 2016 
will be reduced or eliminated

• In 2016, she makes a $2,000 contribution that may be partly non-deductible

• She also receives a distribution of $5,000 for conversion to a Roth IRA

• She completed the conversion before December 31, 2016, and did not recharacterize any 
contributions

• At the end of 2016, the fair market values of her accounts, including earnings, total $20,000

• She did not receive any tax-free distributions in earlier years 
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DISTRIBUTIONS FROM IRAS

• Traditional IRAs 
– What acts result in penalties or additional taxes?

• Investment in collectibles

• Making excess contributions

• Taking early distribution

• Allowing excess amounts to accumulate (failure to take 
RMDs)
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DISTRIBUTIONS FROM IRAS

• Traditional IRAs 
– Prohibited Transactions

• Disqualified persons

• Prohibited transactions – borrowing, selling, using assets as 
security, buying property for personal use

• Effect on IRA account

–Exempt Transactions
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DISTRIBUTIONS FROM IRAS

• Traditional IRAs 
– Early Distributions
• Age 59 ½ rule
• Exceptions

– Medical expenses
– Medical insurance
– Disability
– Beneficiary
– Higher education expenses
– First home
– Qualified reservist distributions
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DISTRIBUTIONS FROM IRAS

EXAMPLE
Tom Jones, who is 35 years old, receives a $3,000 distribution from his 
traditional IRA account

Tom does not meet any of the exceptions to the 10% additional tax, so the 
$3,000 is an early distribution

Tom never made any nondeductible contributions to his IRA

He must include the $3,000 in his gross income for the year of the distribution 
and pay income tax on it

Tom must also pay an additional tax of $300 (10% × $3,000)

He files Form 5329
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DISTRIBUTIONS FROM IRAS

• Traditional IRAs 
– Excess Accumulations

• Tax on excess – 50% excise tax of RMD amount

• Reporting the tax – Form 5329

• Request to waive the tax (do not ignore this opportunity –
my experience with this matter has been good)
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DISTRIBUTIONS FROM IRAS

• Roth IRAs
– What is a Roth IRA?
– Are distributions taxable?
– What are qualified distribution?
• Made after the 5-year period beginning with first taxable year for 

which a contribution was made to a Roth IRA
• Payment or distribution is –

– Made after 59 ½ 
– Made because of disability
– Made to beneficiary or estate,
– Meet “First Home” requirements discussed above
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DISTRIBUTIONS FROM IRAS

• Roth IRAs 

–Additional Tax on Early Distribution

• Distributions of conversion and certain rollover 
contributions with 5-year period

• Other early distributions

• Exception to 10% additional tax – similar to previous 
exceptions for early withdrawal under age 59 ½ 

–Flow chart – Is the distribution from your Roth IRA a 
“Qualified Distribution”?
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DISTRIBUTIONS FROM IRAS

• Roth IRAs 

–Ordering Rules for Distributions

• Regular contributions

• Conversion and rollover contributions (FIFO basis)

• Earnings on contributions

• Disregard rollovers from other Roth IRAs

–Aggregation (grouping and adding) rules

–Example
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DISTRIBUTIONS FROM IRAS
EXAMPLE

On October 15, 2012, Justin converted all $80,000 in his traditional IRA to 
his Roth IRA.  His Forms 8606 from prior years show that $20,000 of the 
amount converted is his basis.  Justin included $60,000 ($80,000 −
$20,000) in his gross income

On February 23, 2016, Justin made a regular contribution of $5,000 to a 
Roth IRA. On November 8, 2016, at age 60, Justin took a $7,000 
distribution from his Roth IRA

The first $5,000 of the distribution is a return of Justin's regular 
contribution and is not includible in his income.  The next $2,000 of the 
distribution is not includible in income because it was included previously
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DISTRIBUTIONS FROM IRAS

• Roth IRAs 

–Must you withdraw or use assets?

–Recognizing losses on investments

–Distributions after owner’s death

• Distributions to beneficiaries (5-year rule)

• Special rules for surviving spouse

• Distributions that are not qualified distributions

–Example
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DISTRIBUTIONS FROM IRAS (CON’T)
EXAMPLE

When Ms. Hibbard died in 2016, her Roth IRA contained regular contributions of 
$4,000, a conversion contribution of $10,000 that was made in 2012, and earnings of 
$2,000.  No distributions had been made from her IRA.  She had no basis in the 
conversion contribution in 2012 

When she established this Roth IRA (her first) in 2012, she named each of her four 
children as equal beneficiaries.  Each child will receive one-fourth of each type of 
contribution and one-fourth of the earnings.  An immediate distribution of $4,000 to 
each child will be treated as $1,000 from regular contributions, $2,500 from conversion 
contributions, and $500 from earnings 

In this case, because the distributions are made before the end of the applicable 5-year 
period for a qualified distribution, each beneficiary includes $500 in income for 2016. 
The 10% additional tax on early distributions does not apply because the distribution 
was made to the beneficiaries as a result of the death of the IRA owner 
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DISTRIBUTIONS FROM IRAS

• Reminders

–Application of one-rollover-per-year limitation

–Deemed IRAs

–Statement of required minimum distribution (RMD)

–IRA interest

–Net investment income tax (NIIT)

–Designated Roth accounts (not Roth IRAs)

101

SOCIAL SECURITY (SS) -
INTRODUCTION
• Please note that today’s presentation used as reference material, copyrighted 

information by Bob Jennings CPA, EA and Ron Roberson CPA co-authors of the 2016 
Social Security – Understanding Your Clients Future – a 2016 live CPE presentation 

• Background & Short History

• The 2016 changes in social security

• Resources – don’t believe what’s on the internet

• Terminology

• How is SS Funded

• The Main Categories of SS and Medicare Benefits

• Miscellaneous Issues

– Windfall elimination provision / government pension offset

– How to sign up

– Myth – “I have paid in more than I will ever receive as a benefit”
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SOCIAL SECURITY (SS) – QUALIFYING 
FOR BENEFITS
• Insured Status

– Fully

– Currently

– Disability

– Special – Persons Disable Before Age Thirty-One

– Lump Sum Death Payment

• Foreign Earnings

• Income Qualifying for SS

– Earned as Employee (including Agriculture and Domestic Labor)

– Earned as “Self-Employed”

• Income That Does Not Qualify for SS Credits

• Special Planning Tip – Optional SE Tax Method for Small Business Owners
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SOCIAL SECURITY (SS) –
RETIREMENT BENEFITS
• Full Retirement Age

• Situations When Retirement Benefits NOT Payable (or Partially Payable)

• The Impact of Delayed Retirement

• Retirement Benefit Estimates

• Retirement Benefits for Widows and Widowers

• Spouse’s Benefits

• Deemed Filing Rule

– File and Suspend

– Restricted Application Rule

– Who Is a Spouse?

104



10/11/2017

53

SOCIAL SECURITY (SS) –
RETIREMENT BENEFITS 
• Child in Care

• Spousal Benefits Discontinued

• Maximum Family Benefits

• Benefits for a Divorced Spouse

• Child Benefits

• Examples

• Special Monthly Rule

• Do-Over Options
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SOCIAL SECURITY (SS) - DIVORCE
• Keys to Obtaining Retirement Benefits

– 10 years of marriage prior to the divorce being final

– Age 62 or older

– Not currently married

– Ex-spouse must have claimed their benefit OR

• Eligible to Claim their Benefit and divorce was finalized more 
than two years prior

• EXAMPLES
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SOCIAL SECURITY (SS) –
SURVIVOR’S BENEFITS
• Survivor’s Benefits – In General

• Remarriage Rules

• The Amount of Retirement Benefit

• Requirements for a Widow/Widower or Ex-Spouse to Draw 
Survivor’s Benefit

• EXAMPLES
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SOCIAL SECURITY (SS) - DISABILITY
• The Eight Types of Disability Protection

• Amount of Disability Benefit

• When Do Benefits End

• Definition of Disability

• Widow / Widower Disability Benefit

• Child Disability

• Working While Disabled

• SSA Notification Requirements

• Applying for Benefits

• Appeals

• SSA’s Listing of Impairments
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SOCIAL SECURITY (SS) –
CALCULATING THE BENEFIT
• Primary Insurance Amount (PIA) for Eligibility or Death – for Years after 1978

• Computation Years

• Elapsed Years

• Base Years

• Determining PIA

• Special Minimum PIA

• Cost of Living Adjustments

• Delayed Retirement Credits

• Reduction of Benefits

• Basic Reduction Formulas for Early Retirement

• Child in Care Exceeds Age Sixteen

• Maximum Family Benefits

• Earnings Reports
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SOCIAL SECURITY (SS) - PLANNING
• Myths vs Facts

• SS’s Biggest Financial Worry

• SS Planning and Case Studies – Introduction

• Balancing Wages, SE Earnings & SE Taxation

• SS Benefits – Early, at Full Retirement Age, or Delayed

• Spousal and Family Benefit Options

• Spouse and Former Spouse Benefit Summary

• Maximizing SS for Married Couples

• SS Disability Benefit Planning

• Survivor Benefit Planning
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SOCIAL SECURITY (SS) - CONSULTING

•Marketing to Existing Clients

•Marketing to the General Public

•Consider Adding a SS Consulting Division to your Firm

•Case Studies

•Question and Answers
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EXPLORING THE TAX AND PLANNING ASPECTS OF 
OUR PRIVATE AND PUBLIC RETIREMENT PLAN 

SYSTEMS

QUESTIONS AND ANSWERS

Thank you for Participating in Today’s Webinar

112



10/11/2017

57

THE SCOOP – UPCOMING DATES 
• October 18, 2017

• November 1

• December 13, 2017

• Held at 8:00 am and 12:00 pm Central time
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UP COMING ETHICS CLASSES

• Ethics Part 1 and Part 2 (November 13)

• Ethics Part 1 and Part 2 (November 14)

• Ethics Part 1 and Part 2 (December 15)

• Ethics Part 1 and Part 2 (December 18)

• Ethics Part 1 and Part 2 (December 19)
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UP COMING WEBINARS
HTTP://WWW.CALT.IASTATE.EDU/CALENDAR-NODE-FIELD-
SEMINAR-DATE/MONTH

• Iowa Farm Leases (Legal Issues) October 12

• Iowa Rural Property (Legal Issues) October 13 

• New Law Update October 17

• New Partnership Audit Rules October 19

• Farm Expenses October 24, 2017

• Farm Income October 26, 2017
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