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Retirement Savings Milestones:  
A Century of Planning

The road to retirement and beyond 
is long. Important milestones 

will be reached on the journey. The 
rules on when clients can participate 
in specific retirement events are 
hard and fast. Age 50? Catch-up 
contributions. Age 70½? RMDs. And 
the list goes on. 

If a milestone is missed, a client 
could be penalized or, maybe even 
worse, lose out on an opportunity. To 
avoid such missteps for clients, every 
advisor must be able to recognize and 
take advantage of each retirement 
savings landmark. Using these 
milestones as a timeline for planning 
is fundamental to ensuring your 
clients will be ready for retirement.

Starting to Save

When does the retirement planning 
timeline start? What is the best time to 
start saving? Every advisor has been 
asked those questions, and most 
advisors likely know the answer: the 
earlier the better. 

What does that mean for retirement 
accounts? Well, your average 
15-year-old is not likely to be 
able to participate in a 401(k) or 
another employer plan, but an IRA 
is a different story. A minor can 
contribute to an IRA if she has taxable 
compensation. 

The IRA contribution limit for those 
age 50 or under in 2019 is the lesser 
of $6,000 or 100% of compensation. 
As long as the minor has taxable 
compensation, it can be used as the 
basis for an IRA contribution, even if 
the actual contribution is funded by 
someone else.

Example: This summer, Alana, age 
15, plans on getting a part-time job 
working at the Inside Scoop ice 
cream parlor. By the end of summer 
– and the end of a paycheck – Alana 
should have earned $2,000 in taxable 
compensation. Her IRA contribution 
limit for 2019 is $2,000 [the lesser 
of the yearly contribution limit 
($6,000) or her taxable compensation 
($2,000)]. 

To entice Alana to start saving in 
a Roth IRA, Alana's dad made a 
deal with her. If she puts part of 
her income into a Roth IRA, he will 
match her contribution. So, if Alana 
contributes $1,000 to a Roth IRA, 
her dad will do the same out of his 
pocket, which would fully fund her 
IRA for the year.

As young people enter the workforce 
and begin full time jobs or become 
self-employed working in the 
ever growing “gig” economy, the 
opportunity to participate in, or 
maybe start their own employer plan, 
will present itself. 

https://www.irahelp.com/2-day
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Executive Summary

Executive Summary
Retirement Savings Milestones: A Century of Planning

■  Under age 50: IRA contribution limit for 2019 is the lesser of $6,000 or taxable compensation; the earlier 
the better for a client's retirement-savings timeline to begin.

■ Age 50: Catch-up contributions become available for IRAs and company plans; qualified plan 
     withdrawal exception for public safety employees becomes available.
■  Age 55: Qualified plan withdrawal exception becomes available.
■  Ages 59½ - 70½: This is considered the "sweet spot” for retirement account access and planning.
■  Age 70½: Required minimum distributions begin; qualified charitable distributions become available.
■  Age 75: Distributions from 403(b) distributions must begin for those using the "old money" exception.
■  Age 85: Qualifying longevity annuity contract distributions must begin.

New Regulations for Section 199A Impact Retirement Planning
■  In late January 2019, the IRS issued final regulations for section 199A, a key provision of the Tax Cuts and 

Jobs Act of 2017.
■  Astute use of IRAs and employer plans may lead to more efficient claiming of the qualified business 

income (QBI) deduction.
■  The QBI deduction is capped at the lesser of 20% of QBI or 20% of taxable income.
■  Section 199A includes taxable income thresholds, such as $160,700 for single taxpayers and $321,400 for 

joint filers in 2019.
■  The QBI deduction is not available to clients with income from certain service trades or businesses 

when taxable income exceeds $210,700 ($421,400 on joint returns) in 2019. 

Again, when saving for retirement, 
sooner is better than later. This 
holds true even if young clients 
cannot max out their retirement 
plan. It is not "all or nothing." A 
small contribution is always better 
than none. Young workers have the 
advantage of time with many years 
until retirement for money to grow.

Before Age 59½: Early 
Distributions 

Retirement accounts are supposed 
to be for saving for retirement, 
but in the real world things don’t 
always go as planned. What if a 
client needs money? Can they tap 
into their retirement account? 
Accessing funds in an employer 
plan may be difficult. Plans will 
generally include a list of events 
that can trigger a distribution, 
such as attainment of age 59½ or 
termination of employment. If one 
of these events has not happened, 
the plan funds may be off limits. 
Some plans may offer loans or 
hardship distributions.

IRAs are different – the funds in 
an IRA are accessible. A client can 
always make a withdrawal, but 
there may be taxes and penalties. 
If a distribution is taken from a 
traditional IRA prior to age 59½, it 
will likely be taxable and subject to 
the 10% early distribution penalty. 

Taking an early distribution from a 
Roth IRA may offer a better result. 
Tax-year contributions come out 
first and are always available tax 
and penalty free. Of course, the 
downside is that when a Roth IRA 
is tapped early, those funds do not 
get the opportunity to grow tax 
free for use in retirement.

Congress has recognized that 
things happen and sometimes 
early access to retirement funds 
may be needed. Consequently, a 
list of exceptions to the 10% early 
distribution penalty has been 
established. 

Some of these exceptions, such as 
the exception for higher education, 
apply only to IRAs. Some, such 

as the exception for public safety 
workers at age 50, apply only to 
plans. Others, like disability, apply 
to both. If a client is taking an early 
distribution, an advisor will want to 
make sure the proper exception is 
applied.

Age 50: Catch-up 
Contributions

When clients near retirement 
age, the tax code allows them to 
make extra contributions that are 
above the annual limit. The extra 
contributions can go a long way 
toward securing a client’s financial 
future through retirement. These 
so-called “catch-up” contributions 
can be made even before a client’s 
50th birthday, so long as he reaches 
age 50 by the end of the tax year. 

For 2019, those age 50 and older 
can contribute an extra $1,000 to 
their traditional or Roth IRA for a 
total of $7,000. The extra catch-up 
contribution for employer plans 
remains at $6,000 for 2019.
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However, the regular limit for 
all employees was increased to 
$19,000 (up from $18,500 in 2018). 
This means a client over age 50 
can now contribute $25,000 in 
salary deferrals to a 401(k), 403(b), 
or 457(b) plan. 

Age 50: Exception for Public 
Safety Employees

If you have clients that qualify as 
“public safety employees,” and if 
that client separates from service 
in the year they reach age 50, they 
can take distributions from their 
qualified plan account without 
triggering the early distribution 
penalty. 
This exception includes public 
safety employees at the local, 
state, and federal levels and 
applies to distributions from both 
defined contribution plans [e.g., 
401(k), 403(b), and 457(b) plans] 
and defined benefit plans. Eligible 
employees include the following:

 σ Police and federal law 
enforcement

 σ U.S. Capitol and Supreme Court 
Police

 σ Federal and municipal 
firefighters 

 σ Emergency medical service 
employees

 σ Air traffic controllers
 σ Nuclear materials couriers
 σ Customs and border protection 
officers

 σ Diplomatic Security Special 
Agents 

In the wake of the recent 
government shutdown, clients 
that qualify for the exception 
may be considering retirement 
or otherwise seeking another 
line of work. These clients should 
consider rolling over only a portion 
of their retirement plan account to 
a traditional or Roth IRA. 

Assuming they terminate from 
service at age 50 or older, any 

amount that remains in the 
qualified plan can be distributed 
without triggering the early 
distribution penalty. 

Assuming they terminate 
from service at age 50 or 

older, any amount that 
remains in the qualified 
plan can be distributed 

without triggering the early 
distribution penalty. 

Age 55: Qualified Plan 
Exception

Under the tax code, if an individual 
is not considered a “public safety 
employee” but participates in a 
qualified plan, the same exception 
to the early distribution penalty just 
mentioned applies, except the age 
limit is increased to 55. 
Since this is an exception to the 
early distribution penalty, it is not 
optional for plans.  The key is that 
separation from service must occur 
in the year the individual reaches 
age 55. It does not matter if the 
client quits, is fired, or retires.  
That means a client could 
terminate service and receive a 
distribution from the plan before 
reaching age 55 and still qualify 
for the exception as long as he 
reaches age 55 by year end. 
However, take caution. As we 
saw in the case of Watson v. 
Commissioner (T.C. Summary 
Opinion 2011-113, September 28, 
2011), the client’s age in the year 
she terminates from service is 
crucial. In this case, the taxpayer 
took her distribution at age 55, but 
terminated from service at age 53.
The Tax Court held that since she 
did not terminate from service in 
the tax year in which she reached 
age 55, she did not qualify for the 
exception and owed the 10% early 
distribution penalty. 

Again, this rule only applies to 
qualified plans. It does not apply 
to IRA distributions. Monies 
rolled over from a qualified plan 
to an IRA do not qualify for the 
exception, even if the taxpayer is 
age 55 when they terminate from 
service. In other words, to qualify 
for the exception, the distribution 
must come from the qualified plan. 

Between Ages 59½ and 70½: 
The Sweet Spot

Once an individual reaches age 
59½, he can take distributions from 
his retirement account without 
penalty. The individual must be six 
months past his 59th birthday to 
take penalty-free distributions. It 
is not enough that he may be 59½ 
later in the year. 
Example: Diego celebrated his 59th 
birthday on February 1, 2019. Two 
days later he took a distribution 
of $5,000 from his IRA. His 
distribution is subject to the 10% 
early distribution penalty, because 
Diego is not yet age 59½, even 
though he will be later in the year.
Clients who reach age 59½ have 
entered the “sweet spot.” What 
makes this spot so sweet? Between 
ages 59½ and 70½ is the time 
when there is the most flexibility 
with retirement accounts. 
At age 59½, the 10% early 
distribution penalty no longer 
applies. Distributions can be taken 
from an IRA for any reason without 
concern. Taxes may still need to 
be paid, but the early distribution 
penalty is no longer an issue. 
Also, during the sweet spot, there 
is no requirement to take any 
unneeded money from the IRA.
Once clients reach the year in 
which they attain age 70½, this will 
no longer be the case. They must 
take money out of their IRA and 
pay taxes on the distributions.
When clients are in the IRA sweet 
spot, the planning advantages 
can be fully exploited. They should 
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consider tax planning now to 
reduce taxes in the future, because 
no one knows what the rates will 
be when RMDs are required. When 
clients are in the sweet spot, they 
can take money out of their IRA on 
their own schedules. 
This is also a good time to consider 
a Roth IRA conversion. Clients can 
convert IRAs now and eliminate 
any future worries about RMDs as 
they are not required from Roth 
IRAs during their lifetime. 

When clients are in the 
"sweet spot," they can take 
money out of their IRA on 

their own schedules. 

Reaching age 59½ also opens the 
door to accessing tax-deferred 
salary contributions in qualified 
plans. Under the tax code, salary 
contributions to 401(k), 403(b), 
and 457(b) plans (and their Roth 
components) cannot be distributed 
until the earliest of one of these 
events occurs:

 σ Death;
 σ Disability;
 σ Termination of service; or 
 σ Reaching age 59½ 

For those still working, reaching 
age 59½ often represents their first 
chance to access their own salary 
contributions. Unlike profit-sharing 
and after-tax contributions, plans 
do not have the ability to allow 
distributions of salary deferrals any 
earlier than the events noted. 
In addition to unlocking access to 
the funds, distributions after age 
59½ will not trigger the 10% early 
distribution penalty. 
The age 59½ milestone presents 
an important planning strategy 
for clients with large tax-deferred 
accounts. With tax rates at a 
historic low, clients with large 
balances should consider full or 
partial Roth conversions. 

With careful planning, your clients 
can remain in their same tax 
brackets, a strategy commonly 
referred to as “bracket bumping.” 
If the client is still working, they 
should have other non-tax-deferred 
assets to pay the extra income 
taxes due with a Roth conversion. 

Ages 70, 70½ and 71: RBDs, 
RMDs and QCDs

All good things come to an end, 
as does the “sweet spot” for IRA 
financial planning. However, as 
soon as an IRA owner reaches the 
year they turn 70½, a new set of 
rules apply. 
For one, IRA owners are no 
longer eligible to contribute to a 
traditional IRA once they reach the 
year they turn 70½, even if they 
have earned income. While they 
can still contribute to a Roth IRA, 
the opportunity to contribute to a 
traditional IRA has passed.
Second, owners of traditional IRAs, 
SEP IRA and SIMPLE IRAs will 
now have a required minimum 
distribution (RMD) with which to 
contend. Money can’t stay in an 
IRA forever. That’s why there is a 
required beginning date (RBD) for 
IRA owners to start withdrawing. 
The date RMDs must begin 
is generally April 1 of the year 
following the year the IRA owner 
turns age 70½. Depending on the 
month the IRA account owner was 
born, he will use either age 70 or 71 
to calculate his RMD. The age rule 
for the first RMD is: 

 σ When the account owner's 
birthday is between January 1 
and June 30 – use age 70. 

 σ When the account owner's 
birthday is between July 1 and 
December 31 – use age 71. 

For all future years, the account 
owner uses her age on the last day 
of the year.
For 401(k)s or other employee 
retirement plans, the required 
beginning date is the same (April 1) 

as IRA owners, unless they are still 
working for the company where 
they have the plan. 
If account owners don’t own more 
than 5% of the company in that 
year and if the plan allows, they 
can delay their RBD to April 1 of the 
year following the year they retire. 
This is called the “still working” 
exception to the RBD, but it only 
applies to required distributions 
from employer plans. It does not 
apply to IRAs, nor does it apply 
to employer plans if they are not 
currently working for that company.
Sure, turning 70½ means an IRA 
owner must start taking RMDs 
and can no longer contribute 
to a traditional IRA, but it’s not 
all bad! New doors open and 
additional planning opportunities 
become available. For example, 
for charitably inclined individuals, 
the opportunity to do a qualified 
charitable distribution (QCD) is 
now on the table. 
QCDs are only available to IRA 
owners and beneficiaries who 
are age 70½ years old or older. 
The donation must be directly 
transferred from the IRA to the 
charity and nothing can be 
received in return for the donation. 
The per-year limit is $100,000 per 
person. A tax deduction for the 
contribution cannot be taken, but 
the amount transferred from the 
IRA is excluded from income and it 
can count toward the RMD.

Age 75: "Old Money" Exception 
for 403(b)s

Next on the retirement timeline is 
the age 75 “old money” exception, 
which applies only to 403(b) plans. 
If a 403(b) participant has funds 
in a plan from before 1987, this 
exception is a "grandfathered" rule 
that allows him to delay RMDs 
on that money until age 75. There 
must be clear documentation 
showing the December 31, 1986 
balance, which most plans should 
have readily available. It may even 
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New Regulations for Section 199A Impact Retirement Planning

For individuals who are business 
owners or self-employed, new 

section 199A of the tax code is 
a key provision of the Tax Cuts 
and Jobs Act (TCJA) of 2017. In 
January 2019, the IRS issued final 
regulations for section 199A.
These regulations help to clarify 
how retirement planning has been 
impacted by section 199A. Astute 
use of IRAs and employer plans 
may lead to more efficient claiming 
of the qualified business income 
(QBI) deduction and better tax 
results for affected clients.

QBI Basics

Just as the TCJA lowered tax 
rates for regular C corporations, it 

also created section 199A, which 
provides a QBI deduction for 
certain taxpayers doing business 
in other ways. Those possibly 
eligible for the deduction include 
sole proprietors and people who 
report pass-through income from 
S corporations, partnerships, and 
LLCs. If no limitations apply, the 
QBI deduction is 20%.

Example: If Walt has QBI of 
$100,000, he can take a $20,000 
deduction on his tax return.

As might be expected, the QBI 
deduction may not be that simple. 
For one thing, the deduction is 
capped at the lesser of 20% of QBI 
or 20% of taxable income.

Suppose Walt’s taxable income, 
after all deductions, is $80,000. His 
QBI deduction would be reduced 
to $16,000 (20% of $80,000). Only 
if Walt’s taxable income is at least 
$100,000 will he be able to take the 
full $20,000 QBI deduction.

Income Thresholds

Section 199A also includes taxable 
income thresholds, such as 

$160,700 for single taxpayers and 
$321,400 for joint filers in 2019. 
(These thresholds, which are 
indexed for inflation, were $157,500 
and $315,000 for 2018.)
If someone’s taxable income is 
under the relevant threshold, 
retirement planning is fairly 
straightforward. Contributions can 
be made on a pre-tax or after-tax 
basis (or a combination thereof), 
as further explained. 
However, planning becomes more 
complex for clients with taxable 
income over the thresholds. For 
these clients, a formula involving 
wages and basis in the business is 
applied, limiting their QBI.
In addition, clients with income 
from certain service trades or 
businesses, including doctors 
and lawyers and consultants, 
among many others, face a 
phaseout of QBI. In 2019, the 
phaseout range goes up to taxable 
income of $210,700 ($421,400 
on joint returns), so clients with 
higher income from these lines 
of business may not get any QBI 
deduction.

be on the participant’s current 
statement. The regular April 1 RBD 
applies to all other amounts in the 
plan, including earnings on the 
pre-1987 balance.

For an easy-to-follow guide 
of the 10% early distribution 
penalty exceptions, re-read 
our September 2017 issue  
or download pages 1-4 at 

irahelp.com/10percent_dist

Age 85: QLAC Distributions

Another milestone for IRA owners 
is rather obscure – age 85. If an 
IRA owner purchases a qualifying 

longevity annuity contract (QLAC) 
within their traditional IRA, the 
age-85 milestone is relevant. 
QLAC values are excluded from 
a retirement account owner’s 
balance for RMD calculation 
purposes. 

However, QLAC distributions 
must begin in the month after the 
account owner reaches age 85. For 
2019, retirement account owners 
can purchase a QLAC with the 
lesser of 25% of their retirement 
funds or $130,000. The 25% limit 
is applied to each employer plan 
separately, but in aggregate to 
IRAs. QLACs can be purchased 
with IRA, 401(k), 403(b) and 
governmental 457(b) plan funds.

Final Milestones

Surely 85 must be the last milestone 
an IRA account owner must 
concern themselves with, right? 
Where would you find any IRS 
literature that goes beyond that? 

There are actually two more 
ages referenced in standard IRA 
material, one is 30 additional years 
down the retirement road. Age 111+ 
is the last age listed on the Single 
Life Table for inherited IRAs and 
carries a corresponding factor of 
1.0. As for the IRA granddaddy, age 
115 is the final year enumerated on 
the IRS’s Uniform Lifetime Table.

From 15-year-old Alana to the last 
line on the Uniform Lifetime Table, 
it has been quite the journey! ◼

Guest IRA Expert
 

Robert Keebler, 
CPA/PFS, MST,  

AEP (Distinguished) 
 

Keebler & Associates
Green Bay, WI

http://https://www.irahelp.com/2-day
http://https://www.irahelp.com/2-day
http://irahelp.com/10percent_dist
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If those are the basics of section 
199A, what retirement strategies 
might be valuable? The final 
regulations confirm that certain 
principles apply, as illustrated in 
the following examples.

The 80-Percenter

Suppose that Sara, age 28, is a 
junior partner in a dental practice. 
Sara and her husband, Paul, will 
report around $250,000 of taxable 
income in 2019.
In terms of retirement planning for 
QBI, the couple’s situation might 
be termed low-hanging fruit, as 
they are well below the $321,400-
$421,400 phaseout range for joint 
filers. Sara will be entitled to a QBI 
deduction without having to deal 
with the aforementioned formula or 
the fact that her dental occupation 
is a listed service trade or business.
The catch, for Sara, is that the new 
final regulations confirm that a 
pre-tax deduction for retirement 
plan contributions is included in 
the calculation of QBI. In effect, 
every dollar that Sara defers with 
a contribution to, say, a traditional 
401(k) plan also reduces her QBI 
deduction by 20 cents.
Therefore, Sara is getting only 80% 
of the benefit from a tax-deferred 
retirement plan. If Sara and Paul 
are in the 24% federal income 
tax bracket, Sara effectively 
would defer tax at 19.2% (80% 
of 24%), with a traditional 401(k) 
contribution.
However, when Sara withdraws 
the money from her 401(k), or from 
an IRA after a rollover, there will 
be no 20% tax benefit. She’ll owe 
tax at her full ordinary tax rate, no 
matter how high tax rates might be 
in the future.
If Sara’s dental practice has a Roth 
401(k) option, Sara might choose 
that version for her retirement 
contribution. Sara and Paul would 
pay the tax at today’s low rate of 
24% and possibly reap decades of 

tax-free investment buildup in the 
Roth account.
Yet another possibility would be 
for Sara to contribute only enough 
to her 401(k) to get the employer 
match, if one is offered. The 
balance of her retirement saving 
might go into a deferred annuity or 
a permanent life insurance policy.
Insurance products probably 
won’t offer the asset protection 
that a qualified plan can deliver. 
As an advisor, you can add value 
by going through all of these 
possibilities with clients in Sara’s 
situation and helping them make 
an informed decision.

For these clients, a formula 
involving wages and basis 
in the business is applied, 

limiting their QBI.

Down with Income

Continuing the previous example, 
suppose that the lead partner in 
Sara’s dental practice is Olivia, age 
45. Olivia and her husband, Nate 
(who is a CEO without QBI), have 
taxable income of $350,000 on 
their joint return, putting them over 
the $321,400 threshold this year. 
Because Olivia’s QBI comes from a 
listed trade or business, the couple 
is in the described phaseout range.
If Olivia can contribute $30,000 to 
a pre-tax pension plan this year, 
that would bring their taxable 
income under the threshold 
amount and permit a relatively 
uncomplicated QBI deduction for 
her and Nate. It’s true that Olivia 
also would be an 80-percenter, as 
is the case with Sara, because this 
pre-tax pension plan contribution 
will reduce her QBI.
Olivia might be getting only an 
80% deduction for her pension 
plan contribution, but she would 
be increasing her QBI deduction, 
which would be a 100%, dollar-

for-dollar reduction on Olivia and 
Nate’s tax return. In some cases, 
the payoff for this type of income 
reduction strategy can be as 
high as a 163% tax deduction, a 
significant current tax savings.
In the real world, many companies 
that generate QBI have a 
retirement plan in place. Let’s 
suppose that for 2019, Olivia 
already contributes the maximum 
amount to her company’s defined 
contribution plan, which has 
resulted in the couples’ projected 
$350,000 of joint taxable income.
In such a scenario, a possible 
solution is to pair a new defined 
benefit plan with the existing 
defined contribution plan, for 
a further reduction in taxable 
income. If the existing company 
plan is something other than a 
defined contribution plan, such as 
a SEP-IRA, it may be necessary to 
consult a pension expert in order 
to avoid complications.
Indeed, maneuvering above 
the income thresholds likely 
will require some sophisticated 
number crunching, requiring input 
from tax and pension professionals. 
It’s not possible for anyone to 
know everything about everything, 
and that’s especially true when it 
comes to section 199A. 
Financial advisors other than 
tax or pension professionals can 
act as “hunter gatherers,” finding 
clients who could benefit from QBI 
planning and arranging meetings 
with appropriate experts.

RMDs in Sight

Suppose that another partner in 
this dental practice is Luke, age 66, 
who plans to retire in a few years. 
Once Luke retires, he will soon 
reach age 70½ and begin required 
minimum distributions (RMDs) 
from his retirement account.
Luke has been reducing his 
working hours. Thus, his income 
is below the taxable income 
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threshold for calculating the QBI 
deduction. Therefore, Luke might 
not want to load up on pre-tax 
retirement plan contributions, if the 
interaction with the QBI deduction 
makes him an 80-percenter.
Deferring tax at, say, 17.6% (80% 
of the posted 22% tax rate) or 
19.2% (80% of 24%) might not 
be appealing if Luke will shortly 
be withdrawing dollars at his full 
ordinary tax rate. Luke won’t have 
the decades of possible tax-
deferred buildup that younger Sara 
could expect to enjoy.
Thus, taxpayers who are below 
the QBI income threshold while 
nearing their RMDs might want to 
minimize pre-tax retirement plan 
contributions, which can produce 
this negative tax arbitrage. Roth 
accounts, permanent life insurance 
(if healthy), or annuities could be 
considered as alternatives.

For more in-depth reading 
on Section 199A, visit 

ultimateestateplanner.com 
and purchase the 505-page 
downloadable, PDF eBook: 
Qualified Business Income 

Deduction by Robert S. 
Keebler, CPA/PFS, MST, 

AEP (Distinguished) & Peter 
J. Melcher, JD, MBA, LLM

Choosing Sides

In some of the examples, a 
taxpayer with QBI is married to a 
spouse whose earnings are not 
considered QBI. If such couples are 
above the QBI income threshold, 
reducing taxable income via pre-
tax retirement plan contributions 
might expand the QBI deduction.
Generally, it would be better for 
the spouse without QBI to make 
the pre-tax contribution. A payroll 
employee may be able to get a 
100% tax deduction, while the 

spouse with QBI could get an 80% 
deduction.
Similar logic might apply to clients 
with multiple sources of income, 
including some generating QBI. 
Arranging for pre-tax contributions 
from regular employment/payroll 
income, rather than from an entity 
producing QBI, might be better.

Up with Income

It may seem counterintuitive, but 
in some cases, increasing taxable 
income can be a tax-savvy move, 
considering QBI implications. That 
could be the case for clients whose 
QBI is limited because of low 
taxable income.
Earlier, it was explained that self-
employed Walt had $100,000 of 
QBI but his deduction was limited 
to $16,000 (16% instead of 20% of 
QBI), because his taxable income 
was only $80,000 — lower than his 
QBI. In such situations, another bit 
of retirement planning, like a Roth 
IRA conversion could be savvy.
Suppose Walt converts $21,000 
of his traditional IRA to the Roth 
side, bringing his taxable income 
to $101,000. Now, Walt can take a 
$20,000 QBI deduction (20% of 
$100,000), because his QBI will be 
less than his taxable income.
Assume Walt, a single filer, would 
pick up $21,000 in income from the 
Roth conversion but increase his 
QBI deduction by $4,000, so his 
taxable income would increase by 
$17,000. He’d move from the 22% 
tax bracket into the 24% bracket, 
so he’d owe around $4,000 in tax 
from the $21,000 conversion. That’s 
an effective tax rate under 20% to 
move money into a potentially tax-
free Roth IRA.

Fine Points

If clients need to reduce taxable 
income to boost their QBI 
deduction, another possible 
tactic is to sign up for a high 
deductible health plan that permits 

contributions to a health savings 
account (HSA). 
In 2019, tax-deductible HSA 
contributions can be as much 
as $8,000 for family coverage 
over age 55. HSA investments 
can grow, untaxed, and qualified 
distributions also can be tax-free, 
perhaps in retirement.
Another new development that 
may interest financial advisors: 
in new proposed regulations, 
the IRS expanded the 20% QBI 
deduction for investments in real 
estate investment trusts (REITs) to 
REIT mutual funds and REIT ETFs. 
There are no income limits for this 
QBI deduction.
Therefore, if advisors urge clients 
to invest in REITs or REIT funds, 
those holdings should go into a 
taxable account, to use the QBI 
deduction. If these assets are in 
tax-deferred retirement accounts, 
including traditional IRAs, 
subsequent distributions will be 
taxed at ordinary income rates, and 
the QBI tax break will be lost. ◼

Robert S. Keebler, CPA/PFS, MST, 
AEP (Distinguished) is a partner 
with Keebler & Associates, LLP and 
is a 2007 recipient of the prestigious 
Accredited Estate Planners award 
from the National Association of 
Estate Planners & Councils. He has 
been named by CPA Magazine as 
one of the Top 100 Most Influential 
Practitioners in the United States and 
one of the Top 40 Tax Advisors to 
Know During a Recession. His practice 
includes family wealth transfer and 
preservation planning, charitable 
giving, retirement distribution 
planning, and estate administration. 
Mr. Keebler has been a speaker at 
national estate planning and tax 
seminars for over 25 years including 
the AICPA’s: Estate Planning, High 
Income, Advanced Financial Planning 
Conferences, ABA Conferences, 
NAPEC Conferences, The Notre Dame 
Estate Planning Conference and the 
Heckerling Estate Planning Institute.

Mr. Keebler can be reached at Robert.
Keebler@KeeblerandAssociates.com 
or by phone at (920) 593-1701.
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2019 Retirement Plan Contribution Limits

Phase-Out Ranges for IRA Deductibility

Roth IRA Phase-Out Limits for Contributions

IRA and Roth IRA Contribution Limits

This chart is only for those who are covered by a company 
retirement plan.

If not covered by a company plan but the spouse is, the 
phase-out range for 2018 is $189,000-$199,000 and for 
2019 is $193,000 - $203,000. If filing married-separate, the 
phase-out range is $0- $10,000. 

If filing married-separate, the phase-out range is $0- $10,000. 

A  2018 IRA or Roth IRA contribution can be made up to 
the tax filing due date, April  15, 2019. There is no extension 
beyond that date, regardless of whether an extension is filed 
for the tax return. 

*Those who are 50 or older by year end can contribute an
additional $1,000.

Limits are per person; not per plan.
*Those who are 50 or older at year end can contribute an
additional $6,000. The catch-up contributions are also eligible
for employer matching contributions.

*Those who are 50 or older by year end can contribute an
additional $3,000. The catch-up contributions are also eligible
for employer matching contributions.

Catch-up contributions do not apply to SEP IRAs. They still 
apply to old SARSEPs in effect before 1997. No new SARSEPs 
were allowed after 1996.

SEP contributions can be made up to the due date of the 
tax return, including extensions. For example, a 2018 SEP 
contribution can be made up to April 15, 2019 or up to 
October 15, 2019 if a valid extension has been filed.

2018  The SEP limit for 2018 is 25% of up to $275,000 
of compensation, limited to a maximum annual 
contribution of $55,000. This limit also applies to 
Keoghs and profit-sharing plans.

2019 The SEP limit for 2019 is 25% of up to $280,000 
of compensation, limited to a maximum annual 
contribution of $56,000. This limit also applies to 
Keoghs and profit-sharing plans.

Single or Head 
Year Married/Joint of Household

Single or Head 
Year Married/Joint of Household

Total
Maximum Catch-Up Contribution

Year Contribution Contribution* w/Catch-Up

Total
Maximum Catch-Up  Contribution

Year Contribution Contribution*  w/Catch-Up

Total
Maximum Catch-Up  Contribution

Year Contribution Contribution*  w/Catch-Up

2017 99,000 - 119,000 62,000 - 72,000

2018 101,000 - 121,000 63,000 - 73,000

2019 103,000 - 123,000 64,000 - 74,000

2017 186,000 - 196,000  118,000 - 133,000

2018 189,000 - 199,000  120,000 - 135,000

2019 193,000 - 203,000 122,000 - 137,000

2017 5,500 1,000 6,500

2018 5,500 1,000 6,500

2019 6,000 1,000 7,000

2018     18,500 6,000 24,500
2019            19,000 6,000 25,000

2018       12,500 3,000 15,500
2019 13,000 3,000 16,000

Estate Tax 11,400,000 
Generation Skipping Tax        11,400,000
Gift Tax 11,400,000
Annual Gift Tax Exclusion 15,000

Employee Salary Deferral Limits 
for 401(k)s & 403(b)s

SIMPLE IRA Contribution Limits 
Contribution Limits for Salary Deferrals

2019 Estate & Gift Exemption Amounts

SEP IRA Contribution Limits
(Simplified Employee Pensions)
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