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Understanding the RBD

One of the most misunderstood 
IRA concepts is something that 

will affect most IRA owners and 
participants in qualified plans – the 
required beginning date (RBD). This 
is when they must take their first 
required minimum distribution (RMD). 
Despite the importance of this rule, 
both financial advisors and account 
owners alike continue to struggle with 
how the RBD is determined. 

In addition, questions swirl regarding 
the ability to delay RMDs, who takes 
the RMD post-death, and how is the 
RMD calculated. Understanding and 
applying the basic RBD concept is 
imperative. While determining the 
RBD is a tall hurdle, once identified, 
all other rules will fall into place.

Determining the RBD

Money can neither stay in an IRA 
forever nor can it stay in a company 
plan. That’s why the RBD exists. The 
date by which RMDs must begin is 
generally April 1 of the year following 
the year in which the IRA owner or 
qualified plan participant turns age 
70½. Identifying the RBD can be 
accomplished in three easy steps:

Step 1: Identify the year the account 
owner turns 70½. Simply add six 
months to his actual birthday. The 
calendar year in which he turns 70½ 
is the starting point for determining 
the RBD.

Step 2: Forget about age – it is no 
longer relevant for determining the 
RBD. (Age will come back into the 
equation when we calculate the 
actual RMD amount.) Now that we 
know the calendar year a person 
turns 70½, everything else will be 
based off of that year.

Step 3: Identify April 1 of the year 
following the calendar year in which 
the account owner turns 70½ years 
old. This is his RBD.

That’s it! Do not allow all the other 
distribution rules and concepts to 
confuse things. Once the RBD is 
determined, there is a foundation. 
Additional rules, such as the deadline 
for receipt, can be considered after 
the amount to be distributed. For 
example, for the first RMD, the IRS 
allows a few extra months to take the 
distribution. You have the calendar 
year you turn 70½, plus up to April 1 
of the following year. All future RMDs 
must be taken in the respective 
calendar year by December 31.

If an account owner does delay 
taking his first RMD into the following 
year, he will be required to take two 
distributions in that calendar year – 
his delayed first RMD by April 1 and 
his second RMD by the end of the 
year. When delaying the first RMD, 
the account owner must be prepared 
to pay taxes on both RMDs in the 
same tax year. 

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

■  The required beginning date (RBD) is the date by which all IRA owners and qualified plan participants 
must take their first required minimum distribution (RMD).

■  The date by which RMDs must begin is April 1 of the year following the year the IRA owner turns 70½ 
years old and generally April 1 of the year following the year the plan participant turns 70½ years old.

■  For company plans, the “still working” exception to the RBD can potentially delay an RBD to April 1 of 
the year following the year a person retires; the “old money” exception applies to 403(b) plans.

■  For traditional IRAs, if an IRA owner dies before their RBD, there is no RMD due for the year of death.
■ All Roth IRA owners are considered to die before their RBD.

Missed an RMD? No Problem!
■  The penalty for missing a required minimum distribution (RMD) is 50% of the missed amount.
■  Steps to correction: withdraw the missed RMD; report to the IRS on Form 5329; do not pay the penalty. 

Wait to see if the waiver request has been approved.
■  If multiple RMDs are missed, separate Form 5329s are required for each.
■  For missed RMDs on inherited IRAs, the 5-year rule could be an option for a beneficiary to avoid the 

penalty.
Social Security: Turning Two Common Mindsets into Meaningful Client Conversations

■  90% of individuals will rely on Social Security as their post-retirement income base.
■  A 65-year old man in average health today has a 35% chance of being alive at age 90, while a 65-year 

old woman has a 46% chance of being alive at age 90.
■  Time spent in retirement may last longer than the “average;” the claiming age decision should also 

factor in the availability of other retirement savings.
■  Life expectancy is a critical ingredient in the timing for filing for benefits, but it shouldn’t be the only one. 
■  Encourage married clients to think of the breakeven analysis from the perspective of both lives.

Example: Paddy’s 70th birthday 
was March 17, 2019. He adds six 
months to that date and gets 
September 2019. Thus, Paddy turns 
70½ in 2019. He now disregards 
his age and identifies April 1 of the 
following year (2020) as his RBD. 

Paddy must take his first RMD at 
any time between now and April 1, 
2020. He decides to wait and take 
his first RMD in early 2020. Paddy 
will then have to take his second 
RMD by December 31, 2020. Both 
RMDs will be taxable in 2020. All 
future RMDs must be taken before 
the end of each calendar year.

What about Roth IRAs? Technically, 
there is no RBD for Roth IRAs, 
since Roth IRA owners do not 
have to take RMDs during their 
lifetime. While an account owner 
is still alive, RMDs and RBDs only 

apply to IRAs (including SEP and 
SIMPLE IRAs) and employer plans.

Plan Exceptions

There are no exceptions to the 
RBD rules for traditional IRAs 
(including SEP and SIMPLE IRAs). 
The RBD is always April 1 of the 
year following the year the IRA 
owner reaches age 70½.

There are no exceptions to 
the RBD rules for traditional 

IRAs (including SEP and 
SIMPLE IRAs).

However, there are ways to delay 
RMDs on certain employer plans. 
For those who have 401(k)s, 
profit-sharing plans, 403(b)s, or 

other defined contribution plans, 
the RBD is the same April 1 as for 
IRA owners, unless they are still 
working for the company where 
they have the plan. 

If plan participants do not own 
more than 5% of the company in 
that year and the plan allows, they 
can delay their RBD to April 1 of 
the year following the year they 
retire. This is sometimes called 
the “still working” exception to the 
RBD, but it only applies to required 
distributions from employer plans. 
It does NOT apply to IRAs. 

The “still working” exception also 
does not apply to employer plans 
if the individual is not currently 
working for that company. This 
provision is optional on the part of 
the plan; plans are not required to 
maintain a “still working” exception.

Executive Summary
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Understanding the RBD

Using the previous example 
about Paddy, assume he was still 
working for a company that offered 
a 401(k), and he qualified for the 
“still-working” exception. Paddy 
would be required to take his RMD 
from his IRA, but he could delay 
his RMD from his 401(k) plan until 
April 1 of the year following the 
year he retires.

Another exception to the 
RMD rules is the “old money” 
exception for 403(b) plans. If 
a 403(b) participant has funds 
from participation prior to 1987, 
there is a "grandfather" rule that 
allows him to delay RMDs on that 
money – commonly known as “old 
money” – until age 75. There must 
be a cut-off report clearly showing 
the December 31, 1986 balance, 
which most plans will have readily 
available.

Death and the RBD

What about after death? Why is 
the RBD important for retirement 
account beneficiaries? For 
traditional IRAs (including SIMPLE 
and SEP IRAs), if an IRA owner 
dies before his RBD, there is no 
RMD due for the year of death, 
even if the IRA owner was over 
age 70½ at the time of his death. 

For example, if Paddy (who turns 
70½ in September 2019) were to 
pass away in December 2019, there 
would be no RMD for the year of 
death, because he died before his 
official RBD of April 1, 2020. 

The effects of the RBD would be 
felt by the beneficiaries of Paddy’s 
IRA account. Since Paddy died 
before his RBD, options for his 
beneficiaries include stretching the 
distributions over their single-life 
expectancy, or the 5-year rule. 

Since Roth IRA owners are not 
required to take RMDs during 
their lifetime, all Roth IRA owners 
are considered to die before their 
RBD and would have these same 
options.

If Paddy died on or after his RBD, 
the year-of-death RMD must be 
taken by his beneficiary if Paddy 
did not take it before death. It is the 
beneficiary and not the retirement 
account owner’s estate that must 
take the RMD. 
As for how the RMDs must be 
withdrawn by the beneficiary – if 
an IRA owner dies on or after his 
RBD – RMDs from the inherited 
IRA can be paid out over either the 
life expectancy of the beneficiary 
or IRA owner, whichever is longer.

For traditional IRAs, if an 
IRA owner dies before his 
RBD, there is no RMD due 

for the year of death, even if 
the IRA owner was over age 
70½ at the time of his death.

Calculating the First RMD

Now that the RBD has been 
determined and we know the 
deadline by which the RMD 
must be taken, how is the RMD 
calculated? As mentioned, age is 
reintroduced to the equation. Most 
people get tripped up on which 
age to use for the first RMD. 
How old did a person turn on 
their actual birthday in the full 
calendar year prior to their April 
1 RBD? It will either be 70 or 71. 
That is the age we use to find 
the corresponding factor on the 
appropriate IRS life expectancy 
table. In most cases this will be the 
Uniform Lifetime Table. (If a spouse 
is the sole beneficiary and more 
than 10 years younger, then the 
"spousal exception applies" and 
the Joint Life Expectancy Table is 
used.) The factor is then divided 
into the December 31 balance from 
the prior year. 
Paddy’s RBD is April 1, 2020. In the 
full calendar year prior to his RBD 
(2019), he turned 70. That will be 
the age he uses on the Uniform 

Lifetime Table, and he will use the 
balance from December 31, 2018.

Example: Paddy’s wife, Molly, is a 
little bit younger. She does not turn 
70 until November 2019. When we 
add six months to her birthday, we 
can see that Molly will turn 70½ in 
May 2020. 

Knowing Molly will turn 70½ in 
2020, we now have her baseline 
year. Molly’s RBD is April 1 of the 
year following the calendar year 
she turns age 70½, so her RBD is 
April 1, 2021. 

When Molly calculates her RMD, 
how old did she turn on her 
actual November birthday in the 
full calendar year prior to her 
April 1, 2021 RBD? She turned 71. 
Therefore, Molly will use age 71 
on the Uniform Lifetime Table to 
calculate her first RMD.

These same calculations generally 
apply to company plans, although 
there are ways to delay RMDs on 
certain employer plans. 

The key to understanding is to 
take each step one at a time. Use 
70½ only to identify the RBD, then 
forget about it. 

Work backwards from the set-
in-stone RBD to identify the age 
the account owner turned on his 
actual birthday in the calendar year 
prior to his RBD. This will either be 
70 or 71, which will be the number 
to look up on the Uniform Lifetime 
Table for his first RMD. All future 
and subsequent RMDs will use 
the age that the account owner 
turns in that respective calendar 
year, and those RMDs must be 
withdrawn by December 31 of that 
same year. ◼ 

The 2019 Uniform 
"Lifetime Table," "Joint 

Life Expectancy Table," 
and "Single Life Table for 

Inherited IRAs" are available 
at irahelp.com/2019, along 
with other valuable charts, 

tools, and resources.

https://www.irahelp.com/2019
https://www.irahelp.com/2019
https://www.irahelp.com/2019
https://www.irahelp.com/2019
https://www.irahelp.com/2019
https://www.irahelp.com/2019
https://www.irahelp.com/2019
https://www.irahelp.com/2019
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Missed an RMD? No Problem!

Mistakes happen, and when 
dealing with complicated 

rules like the U.S. tax code, they 
aren’t exactly uncommon. That’s 
especially true with IRAs and one 
of the most common mistakes 
is forgetting to take required 
minimum distributions (RMDs). 
The penalty for missing an RMD 
is stiff: 50% of the missed amount. 
Thankfully, this is an area where 
advisors can help, even if they or 
their staff made the initial mistake. 
It only takes one IRS filing, and 
there is no user fee. In fact, nothing 
is due unless the IRS rejects the 
waiver request. And even better, 
the IRS readily grants relief!
Therefore, not only do these rules 
operate as a safety net in case of 
an error but understanding them 
will also put you far ahead of other 
advisors, with minimal time and 
effort. The key is knowing the right 
way to file a request. 

How Missed RMDs  
Generally Occur

Missed RMDs can happen under 
a variety of circumstances, 
but one of the most common 
is a misinformed non-spouse 
beneficiary of an IRA owner who 
simply misunderstands the rules 
and is poorly advised. Such that, 
many non-spouse beneficiaries are 
not even aware that the first RMD 
must be issued by December 31 of 
the year after the IRA owner dies. 
Example: Jesse has an IRA and 
named his daughter, Lucy, as the 
primary beneficiary. He passes 
away in 2019 before he was 
scheduled to begin RMDs. That 
means Lucy doesn’t need to worry 
about an RMD in 2019. 
However, she will have to take one 
before December 31, 2020. She will 
then take an RMD for every year 
thereafter. If Lucy misses an RMD, 
she will owe the 50% penalty.

Bear in mind that the deadline for 
Lucy to begin beneficiary RMDs 
is the same whether Jesse died 
before or after his RMD start-date 
[called the "required beginning 
date" (RBD)]; her first post-
death beneficiary RMD is due by 
December 31 2020. 
However, if Jesse died after his 
RBD, an RMD is due for the year 
of death. Lucy would have to 
make sure that she received any 
remaining part (or all) of Jesse’s 
RMD that he didn’t take before he 
died. 
The year-of-death RMD is paid to 
the beneficiary, not the decedent’s 
estate. If Lucy fails to take any part 
of the year-of-death RMD that was 
not taken by Jesse, she will owe 
the 50% penalty.
Sadly, while some non-spouse 
beneficiaries are told about this 
requirement shortly after the IRA 
owner’s death, few custodians 
will follow-up to make sure the 
distribution was in fact made. 
Similarly, while many IRA owners 
are told to take their first RMD by 
April 1 of the year following the 
year they turn 70½, in many cases 
there’s no follow-up to ensure the 
distribution actually occurred. In 
either case, the correction process 
is the same. 

Correcting Missed RMDs:  
Using Form 5329 

If you find yourself in a situation 
where a client (hopefully a new 
client) has failed to take an RMD, 
the first step is easy – withdraw the 
missed RMD. In fact, the IRS will 
not even consider granting relief 
from the penalty until this is done. 
Next, you need to report the 
mistake to the IRS. You do not have 
to amend previous income tax 
filings (i.e., Form 1040 series). The 
income from the RMD is included 
on the return for the year of 

distribution, along with the current 
year’s RMD. Instead, the mistake is 
reported to the IRS on Form 5329. 

If you find yourself in a 
situation where a client 

(hopefully a new client) has 
failed to take an RMD, the 

first step is easy – withdraw 
the missed RMD.

Form 5329 can be filed along with 
the annual tax return for the year 
the RMD is finally distributed. It 
can also be filed as a stand-alone 
return. 
When completing the Form, follow 
these steps:
1. On line 52, report the RMD that 

should have been distributed.
2. On line 53, report the amount 

that was distributed before the 
deadline. In many cases, this will 
be “0” since the client probably 
didn’t take a distribution.

3. In parentheses on line 54, write 
“RC” (for reasonable cause) 
and list the amount you want 
waived. If you are requesting a 
full waiver of the missed RMD, 
the total amount will be listed 
on the dotted lines next to RC 
and within parentheses [e.g. "RC 
($6,000)"]. If you are requesting a 
full waiver, enter “0” on line 54.

4. On line 55, report the penalty 
that is due. Again, if you are 
requesting a full waiver, you 
should enter “0.” 

5. Attach a statement to the 
return explaining how the 
mistake occurred, what you did 
to remedy that mistake, and 
how you are making sure it 
doesn’t reoccur. This statement 
doesn’t have to be long.  
 
Use the following statement 
as an example (replacing the 
relevant details with your 
information):

Missed an RMD? No Problem!
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Missed an RMD? No Problem!

“I am a non-spouse beneficiary 
of my father’s IRA. My father 
died in 2018 and under the tax 
rules I was required to take a 
RMD by December 31, 2019. The 
RMD for 2019 was $6,000, but 
I did not take any distribution 
during that year. I was 
struggling with his death and 
was unaware that I had to do so.  
 
After meeting with an advisor 
on June 20, 2020, I realized this 
mistake and withdrew the full 
$6,000 on June 21, 2020. Going 
forward, I am aware of these 
rules and will take RMDs by 
the December 31 deadline. I’ve 
also hired a financial planner/
attorney/CPA/other advisor to 
assist with future tax planning, 
reporting, and compliance."

6. Lastly, do not pay the penalty! 
Instead, wait for the IRS to 
inform you whether the waiver 
request has been approved. If it’s 
denied, the IRS will send a notice 
requesting payment. 

What if multiple RMDs have been 
missed? In other words, let’s say 
the IRA owner died in 2013, and 
the non-spouse beneficiary had 
never taken an RMD and walks 
into your office today… in 2019. 
If multiple RMDs are missed, you 
will have to file a separate Form 
5329 for each year the RMD was 
missed. Thankfully, the steps are 
the same as outlined and the 
returns can be filed together along 
with this year’s income tax return. 
Whether multiple missed RMDs 
impact the likelihood of a request 
for relief will depend on the 
underlying facts. The IRS doesn’t 
publish rejections of waiver 
requests, but if the missed RMDs 
were all due to the same mistake 
(e.g., lack of understanding, 
medical issues for yourself or 
a close family member, deaths, 
births or adoptions, change in 
employment, etc.), the chances for 
relief should be the same.

What if the RMD was missed many 
years ago? Should Form 5329 still 
be filed? The answer is YES! 
Form 5329 is considered to be a 
tax return (it has its own signature 
line) and if not filed, the statute of 
limitations does not start to run. 
This means that the IRS can go 
back indefinitely to assess the 50% 
penalty on a missed RMD, as well 
as penalties for failure to file and 
pay, plus interest. 
In recent years, particularly in 
situations involving Roth IRA 
abuses like in the 2011 cases of 
Paschall v. Commissioner, 137 T.C. 
No. 2 (July 5, 2011) and Swanson v. 
Commissioner, T.C. Memo 2011-156 
(July 5, 2011), some very unhappy 
taxpayers discovered that if Form 
5329 is not filed, the IRS can come 
after you many years later.

Correcting Missed RMDs: 
Using the 5-Year Method

Technically, there’s another way 
to avoid the penalty for missing 
RMDs. If the 5-year rule is an 
option for a beneficiary, the 
beneficiary could elect it and 
empty the account by the deadline. 
If the beneficiary elects the 5-year 
method within the appropriate 
timeframe, then no penalty would 
be due for the missed RMD. The 
deadline for making this election 
extends all the way until December 
31 of the fifth year following the 
year of death. 
That means if an IRA owner died 
in 2019, the beneficiary could do 
nothing for four years and still 
elect the 5-year method before 
December 31, 2024. However, the 
entire account must be emptied by 
the end of that fifth year. 
Example: Maria dies in 2019 before 
her RBD and leaves her IRA to 
her son, Wilson. As a non-spouse 
beneficiary, his first RMD is due by 
December 31, 2020. 
Wilson doesn’t realize this and fails 
to take a distribution during 2020. 

He continues to ignore the account 
until 2023, when he empties the 
account to pay off expenses. Since 
the account was emptied within 
5-years from the date of death, no 
excise tax is due on the missed 
RMDs. Moreover, since Wilson is 
taking a distribution due to death, 
he isn’t subject to the 10% early 
distribution penalty, regardless of 
his age. 

If the beneficiary elected the 
5-year rule within the appropriate 
time period, he would not have 
to report the penalty or pay the 
excise tax. However, considering 
that waiver request doesn’t carry 
a cost unless denied, this would 
only make sense if the beneficiary 
wanted immediate access (i.e., 
distributions) to the entire amount. 

Though not ideal, he could at 
least coordinate distributions 
over the period in a manner 
consistent with his income. In 
other words, if the 5-year method 
is elected, the timing or amount 
of the distributions issued during 
the period isn’t important. What 
is important is the account be 
emptied by the deadline.  

Final Thoughts

IRS guidance on waivers to 
the 50% penalty states that it 
will be granted if "reasonable 
circumstances" exist. There 
is nothing published as to 
what counts as reasonable 
circumstances, and the IRS does 
not issue public opinions on 
approved waivers. 

However, if it is an honest 
mistake (even one spanning 
multiple years), and the mistake 
is corrected soon after discovery, 
chances are the IRS will grant the 
waiver. 

Moreover, there’s no cost; just fill 
out four lines on one tax form and 
attach a short narrative. That’s a 
small price to pay for relief from a 
big penalty! ◼ 
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I absolutely love when an advisor 
has an “a-ha” moment as we 

discuss a concept steeped in 
the complex world of Social 
Security. The topic is one of the 
more complicated that financial 
professionals handle when helping 
clients and prospects navigate the 
waters of retirement. 

Can you even imagine how 
confusing it can be for an individual 
faced with making their own 
claiming decision, trying to sift 
through the various components 
that should be part of that process? 
The reality is that 90% of the 
individuals you work with will 
rely on Social Security as their 
post-retirement income base, so 
inevitably questions come your 
way. Unfortunately, there is no 
“one-size-fits-all” approach when it 
comes to how and when to file for 
benefits because every situation 
has a unique blueprint. 

However, there are two relatively 
common mindsets among 
consumers that may influence their 
claiming decisions, thus creating 
opportunities for you to engage 
in meaningful conversations that 
can lead to working with more 
informed clients. 

If you learn how to spot a 
potential hazard in your clients’ 
intended claiming strategies, your 
value in their eyes will increase 
exponentially.

Common Mindset #1:  
“What’s My Breakeven?”

If we’re simply looking at the law of 
numbers, the breakeven question 
is the most obvious place to begin 
when an individual approaches 
retirement. According to recent 
data from the Social Security 
Administration (SSA), the average 
life expectancy of a 65-year old 
man today is age 84.3, while the 
average for a 65-year old female is 
age 86.7. 1  

If you are working with a single 
client, the “How long do I expect 
to live?” question is a good place 
to begin. Using overall health 
and family history to project 
an anticipated life expectancy 
assumption makes sense as 
a starting point in making the 
claiming age decision. But relying 
too heavily on an “average” may 
create an income hardship down 
the road as these average life 
expectancy projections are only 
expected to rise. 

The reality is that 90% of the 
individuals you work with 
will rely on Social Security 

as their post-retirement 
income base.

According to longevityillustrator.
org, a 65-year old man in average 
health today has a 35% chance of 
being alive at age 90, while a 65-
year old woman in average health 
has a 46% chance of being alive at 
age 90. 

What may be even more eye 
opening to your clients is, in the 
case of a married couple, a 5-10% 
chance exists that one of the two 
will still be alive at age 100.

Age Average 
Male

Average 
Female

65 100% 100%
70 93% 95%
75 84% 89%
80 71% 79%
85 55% 65%
90 35% 46%
95 17% 26%
100 5% 10%

Encouraging your single clients to 
consider the possibility that time 
spent in retirement may last longer 
than the “average” and how the 
claiming age decision should also 
factor in the availability of other 
retirement savings to sustain such 
a possibility is important. 

When you are working with a 
married couple, the claiming age 
decision, particularly of the higher 
earning spouse, becomes even 
more critical when planning for 
the income needs of the survivor. 
Focusing primarily on how long 
each individual may live rather 
than considering the combined 
longevity of the couple can create 
income sustainability issues down 
the road. 

Why? Because when one spouse 
dies, the higher benefit remains 
to the survivor and the smaller 
benefit is eliminated! This is by 
far one of the most overlooked 
opportunities for you to bring 
value to your clients as many don’t 
understand that only the higher 
benefit remains upon the death of 
one spouse!

Example: Suppose you are 
working with Jack, age 61, and 
Sarah, age 60. Jack has an 
estimated benefit of $2,682 at his 
full retirement age (FRA) of 66 
and 8 months, while Sarah has an 
estimated benefit of $1,000 at her 

Social Security: Turning Two Common Mindsets into 
Meaningful Client Conversations

Guest IRA Expert
 

Heather Schreiber, 
RICP® 

Founder 
 

HLS Retirement 
Consulting

Holly Springs, GA

1Social Security Administration: Benefits Planner – Life Expectancy, 2019.
2longevityillustrator.org 

2

Social Security Conversations

http://www.longevityillustrator.org
http://www.longevityillustrator.org
http://www.longevityillustrator.org 
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FRA of 66 and 10 months. None of 
the men in Jack’s family have ever 
lived beyond age 75 so, for this 
reason, he plans to file for benefits 
at age 62. Sarah also plans to file 
at age 62.
What you may be surprised to 
learn is that, even if Jack lives to 
only age 75 and we assume Sarah 
lives to an average age of 87, Jack 
and Sarah will collect $75,172 
more (assuming 0% cost-of-living 
adjustment) in cumulative lifetime 
benefits if Jack waits until age 70 to 
file than if they both filed at age 62, 
despite the fact that Jack will only 
collect benefits for 5 years!
Why? Because if Jack elects to file 
for benefits at age 70, his benefit 
will be $3,397, 176% higher than 
had he elected to file at age 62 
($1,922). In addition, Sarah, as his 
survivor, will reap the benefit of 
the delayed retirement credits he 
earned during his lifetime. She 
will collect $14,208 more in annual 
survivor benefits if Jack waits until 
age 70 to file. 

Takeaway #1

Life expectancy is a critical 
ingredient in the timing for filing 
for benefits, but it shouldn’t be the 
only one. Encourage your married 
clients to think of the breakeven 
analysis from the perspective of 
both lives, which is particularly 
important when there is a wide 
disparity in income benefits. 

Life expectancy is a critical 
ingredient in the timing 

for filing for benefits, but it 
shouldn’t be the only one.

Use a tool like the one illustrated 
above from longevityillustrator.org 
to discuss the possibility of at least 
one spouse living to an advanced 
age. Delayed retirement credits of 
up to 8% per year is a hefty bonus 
to consider, particularly since 
any credits earned by the higher 

earning spouse are passed on to 
the surviving spouse and can put 
less of a strain on other assets in 
retirement.

Common Mindset #2:  
"Social Security May Not Be 
Around, so I’m Filing Now!"

With the status of the old age, 
survivors, and disability insurance 
(OASDI) trust funds being front 
and center for the past several 
years, it is not at all surprising that 
people approaching retirement 
adopt the mindset that they don’t 
want to take their chances. 
But it is highly unlikely that the 
program will just vanish into 
thin air. It is more likely that, 
over time, tweaks will be made 
to make the program more 
sustainable. Your job as an advisor 
is to acknowledge the emotional 
element to this mindset, then to 
surround it with tangible factors 
that should be considered. 
First, if you are working with a 
client or prospect who is under 
her FRA and who plans to file now, 
ask: “Are you still working?” 
An often-overlooked rule, called 
the earned income limitation, 
can put an unexpected wrench 
in an early claimer’s plan if she is 
unaware of the rule. It works like 
this: If someone files for benefits 
in 2019 and is under her FRA the 
entire year, earned income in 
excess of $17,640 will reduce her 
benefit by 1/2 of excess income. 
If the filer is in the year of FRA 
but has not yet reached her FRA 
month, earned income in excess 
of $46,920 will reduce the benefit 
by 1/3 of the excess. Once FRA 
is reached, the earned income 
limitation no longer applies.
Example: Eric, age 62, has an 
estimated annual benefit of $27,600 
at his FRA of 66 and 6 months. He 
plans to file now, which will reduce 
his annual benefit by 27.5% to 
$20,016. 

He also earns $37,000 per year, 
which is $19,360 over the earned 
income threshold. His benefit will 
further be reduced by $9,680, or 
50% of the excess, reducing his 
annual benefit to $10,336.

Keep in mind that benefits 
withheld due to excess income 
are re-calculated back into the 
benefit at FRA, so they are not 
permanently lost. However, it begs 
the question as to whether there is 
a more suitable alternative to meet 
the gap in income prior to FRA.

Confusion often exists between 
the rules surrounding the earned 
income limit and the taxation of 
benefits. Retirees often overlook 
the possibility that their retirement 
benefits may also be subject to 
taxation depending upon their 
combined income and tax filing 
status as follows: 

Step 1: Calculate Combined 
Income

Adjusted gross income
+ Nontaxable interest
+ 1/2 of Social Security benefits
= Combined income  

Step 2: Compare Combined 
Income to Threshold by Tax Filing 
Status

If you are single and your combined 
income is:

< $25,000 None of your 
benefit is taxable

$25,000 - $34,000 As much as 50% 
is taxable

> $34,000 As much as 85% 
is taxable

 
If you are married and your combined 
income is:

< $32,000 None of your 
benefit is taxable

$32,000 - $44,000 As much as 50% 
is taxable

> $44,000 As much as 85% 
is taxable

Social Security Conversations
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Let's return to Eric who is single. His 
combined income looks like this:

$37,000
+ 0 nontaxable interest
+ $5,168  = $42,168 of combined income

Because Eric’s combined income 
exceeds $34,000, he can expect as 
much as 85% of his benefits to be 
subject to income tax.

Takeaway #2

If your client plans to file before 
FRA, ask if he/she plans to continue 
working. It is never fun to receive 
a letter from the SSA after the fact 
asking for a return of benefits due 
to excess income. So, make sure 
your clients and prospects are well 
informed prior to filing early and, if 
they opt to move forward, encourage 
them to be up front with SSA about 
their estimated earnings so that the 
adjustment to the benefit is made 
proactively. 
Always encourage your clients to 
consult with their tax advisor about 
the potential impact that taxes 
may have not only on their Social 
Security benefits but on their overall 
retirement income strategy. There is 
a high likelihood that they haven’t 
considered all the moving parts 
beyond being anxious to simply 
file for fear of missing out on hard 
earned benefits.

In your role as a trusted advisor, you 
wear the hat of consumer advocacy 
daily. Navigating retirement is no 
easy task for near retirees and Social 
Security is a major component for 
most. Learning to recognize the 
factors that may affect your clients’ 
intended plan is a value that is 
irreplaceable for many retirees 
evaluating their Social Security 
options. ◼

Heather Schreiber, RICP® is the founder 
of HLS Retirement Consulting, LLC, 
a firm dedicated to partnering with 
financial professionals to build client 
solutions using unique, advanced 
planning techniques. With a focus 
on holistic planning, Heather prides 
herself in her ability to customize 
potential solutions to meet the needs 
of each client as well as her ability 
to turn complex strategies into easy 
to understand terms. With over 20 
years in the financial services industry, 
she is frequently asked to speak at 
events, create training platforms, and 
has helped hundreds of financial 
advisors in effectively weaving Social 
Security planning and other advanced 
planning strategies into their sales 
process. Heather is the consummate 
educator and loves to teach financial 
professionals as well as their strategic 
partners new strategies to help their 
clients move into an informed retirement 
with a greater sense of confidence.  
 
Heather can be reached by phone at 
(678) 888-5110 or by email at heather@
hlsretirementconsulting.com.
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RMDs for Account Owners

IRAs (including traditional, SEP, and SIMPLE) Defined Contribution Plans

Required 
Beginning Date 
(RBD)
The date by which 
RMDs must begin. 

Roth IRA owners are 
considered to have 
died before their 
RBD. Designated 
Roth accounts are 
subject to RMD 
rules.

April 1 of the year following the year in which the 
IRA owner turns age 70½, regardless of employment 
status.

April 1 of the year following the later of the year you 
turn 70½ or the year you retire (if the "still-working 
exception" is allowed by your plan). 
If a 403(b) participant has funds from participation 
prior to 1987, there is a grandfather rule that allows 
her to delay RMDs on that money – commonly known 
as “old money” – until age 75. There must be a cut-off 
report clearly showing the Dec. 31, 1986 balance, 
which most plans will have readily available. 
 
Plan participants owning more than 5% of the 
company must start taking RMDs by April 1 of the 
year following the year they turn age 70½.

Calculating 
RMDs

First figure out which age to use (70 or 71) for an 
IRA owner's first RMD by determining how old she 
turned in the full calendar year prior to the April 1 
required beginning date (RBD). RMDs are generally 
determined by dividing the adjusted market value 
of the IRA as of Dec. 31 of the preceding year by the 
distribution period that corresponds with the IRA 
owner's age in the Uniform Lifetime Table.
If a spouse is the sole beneficiary for the entire year 
and more than 10 years younger, then the "spousal 
exception applies" and the Joint Life Expectancy 
Table is used.
These IRS life expectancy tables are available for 
download at irahelp.com/2019. 

The plan sponsor/administrator should calculate the 
RMD.
First figure out which age to use (70 or 71) for a plan 
participant's first RMD by determining how old she 
turned in the full calendar year prior to the April 1 
required beginning date (RBD). RMDs are generally 
determined by dividing the adjusted market value of 
the account as of Dec. 31 of the preceding year by 
the distribution period that corresponds with the plan 
participant's age in the Uniform Lifetime Table.
If a spouse is the sole beneficiary for the entire year 
and more than 10 years younger, then the "spousal 
exception applies" and the Joint Life Expectancy 
Table is used.
These IRS life expectancy tables are available for 
download at irahelp.com/2019. 

Deadline for 
RMDs After the 
First RMD

After the first RMD, IRA owners must take 
subsequent RMDs by Dec. 31 of each year beginning 
with the calendar year containing the RBD.

After the first RMD, plan participants must take 
subsequent RMDs by Dec. 31 of each year beginning 
with the calendar year containing the RBD.

Taking RMDs 
from Multiple 
Accounts

Calculate the RMD for each IRA separately each 
year. However, IRA owners may aggregate the RMD 
amounts for all IRAs and withdraw the total from one 
IRA or a portion from each. It is not required to take a 
separate RMD from each IRA.

For more than one defined contribution plan, plan 
participants must calculate and satisfy the RMDs 
separately for each plan and withdraw that amount 
from that plan.
Exception: For multiple 403(b) tax-sheltered annuity 
accounts, plan participants can total the RMDs and 
then take them from any one (or more) of the tax-
sheltered annuities.

Taking More 
Than the 
Minimum and/
or Multiple RMD 
Withdrawals 

An IRA owner can always withdraw more than the 
RMD. Additionally, she may withdraw her annual 
RMD in any number of distributions throughout 
the year, as long as she withdraws the total annual 
minimum amount by Dec. 31 (or April 1 if it is the first 
RMD). 

A plan participant can always withdraw more than 
the RMD. Additionally, she may withdraw her annual 
RMD in any number of distributions throughout 
the year, as long as she withdraws the total annual 
minimum amount by Dec. 31 (or April 1 if it is the first 
RMD). 
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Required Minimum Distributions for Account Owners
This chart compares some of the basic required minimum distribution (RMD) rules for IRAs (including 
traditional, SEP, and SIMPLE) and defined contribution plans.
Reminders:

 σ Account owners reach age 70½ on the date that is 6 calendar months after their 70th birthday.
 σ If an account owner dies before her required beginning date (RBD), there is no RMD due for the year of death.
 σ The penalty for missing an RMD is 50% of the missed amount; there are steps to correct a missed RMD, multiple 
missed RMDs, and missed RMDs on inherited IRAs outlined in the April 2019 issue of Ed Slott's IRA Advisor.
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