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What Happens in the 60 Days,  
Stays in the 60 Days

For the past number of months, 
news reports raved about the 

surging economy, record low 
unemployment numbers and 
peak stock market levels. “DOW 
Zooms Past…” whatever indicator is 
important for that day. “263,000 New 
Jobs Added” screams the headline at 
the top of internet news sites. 
While overall levels of saved dollars 
have increased, most people still do 
not have enough socked away to 
retire any time soon. Living paycheck 
to paycheck is commonplace. In fact, 
many people try to access whatever 
retirement nest egg they do have to 
cover expenses and emergencies 
happening right now. 
So, what are financially strapped, 
panicked individuals to do? One 
sometimes-dangerous option is to 
dip into IRAs or workplace retirement 
plans. The common thought is to play 
chicken and use those retirement 
dollars within the 60-day rollover 
window to thwart whatever financial 
demon is in their path. As long as 
the money is redeposited in time, 
taxes and possible penalties can be 
avoided.

Rules of a 60-Day Rollover

When a client takes a distribution 
from an IRA or other tax-deferred 
retirement accounts payable to 

himself, and if he intends to roll this 
money over, it must be contributed 
back to an IRA or tax-deferred 
retirement account within 60 days 
of receipt of the funds. The 60-day 
rollover window starts on the day 
he receives the funds. This rollover 
period is 60 calendar days, not 60 
business days. 
Since loans are not available from 
IRAs, the only way IRA owners 
can access their funds is to take a 
distribution and hope to roll the funds 
back to an IRA before the deadline.
Caution: Only one 60-day rollover 
between IRAs is permitted during 
a one-year period. This is not a 
calendar year, but a full 12 months 
from the time the first rollover money 
is received by the account owner.
Example: Roberto, age 45, takes a 
withdrawal from his IRA on March 1. 
To avoid paying taxes and the 10% 
early distribution penalty, Roberto 
rolls the funds back into an IRA within 
60 days. Roberto cannot do another 
60-day rollover until the following 
March. 
The 12 months begin with the date 
the funds are received by the account 
owner. The once-per-year rollover 
rule applies to IRA-to-IRA and Roth 
IRA-to-Roth IRA rollovers. It does 
not apply to IRA-to-plan, plan-to-IRA 
rollovers or to conversions.

https://www.irahelp.com/eseminar
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Executive Summary
What Happens in the 60 Days, Stays in the 60 Days

■  IRA rollover dollars can be used any way (within the law) the owner chooses during the 60-day rollover 
window.

■  If the rollover money is redeposited in time, taxes and possible penalties can be avoided.
■  Only one 60-day rollover between IRAs is permitted during a full 12 months from the time the first 

rollover money is received by the account owner.
■ Only the amount distributed can be rolled over.
■  IRA bankruptcy protection is potentially lost if all or a portion of rollover assets are outside of the 

retirement account when a bankruptcy case is actually filed.
■  The IRS will generally deny waivers of the 60-day rollover rule when IRA funds are used as a short-term 

funding source.
SIMPLE IRAs Are Tricky! The Two-Year Holding Period and Other Pitfalls

■  Savings incentive match plan for employees (SIMPLE) IRAs exist in the gray area between IRAs and 
qualified plans.

■  The pro-rata rule applies to all of a person’s non-Roth IRAs (i.e. to their traditional IRAs, SIMPLE IRAs 
and SEP IRAs).

■  The penalty for early withdrawal from a SIMPLE IRA during the two-year holding period is 25%.
■  The SIMPLE two-year holding period also affects rollovers and transfers in and out of SIMPLE IRAs.
■  SIMPLE IRAs follow the same RMD rules as traditional IRAs.
■  The "still-working" exception does not apply to SIMPLE IRAs, and a QCD cannot be done from a 

SIMPLE IRA that receives a contribution for the year.
The Stress-Free Retirement Income Plan: The Benefits of Annuities in an IRA

■  Two primary concerns of retirees are: (1) they don’t want to lose their principal, and (2) they want access 
to lifetime income if they need it.

■  There could be close to 1 million people who are 100 or older residing in the U.S. by 2050.
■  An annuity can be an insurance policy for a person's life savings.
■  When an annuity is combined with an income rider, clients are faced with two account values: one for 

the basic annuity contract value and one for the income rider value.
■  Fixed income annuities offer downside protection with upside potential.

How can those rollover dollars, that 
“money in motion,” be used during 
the 60-day rollover period? Pretty 
much any way (within the law) the 
owner chooses. 

If an IRA owner elects to empty his 
account and bet it all on black at a 
roulette table in Las Vegas, hoping 
to pocket the winnings and roll the 
withdrawn dollars back into his 
account before the 60-day rollover 
window closes, he can do that. 

If he wants to buy Bitcoin in his 
non-qualified brokerage account 
or triple-short the market with an 
exotic ETF, he can do that too. 

None of these activities are 
prohibited. No questions are asked, 
as long as the money is rolled back 
into an appropriate retirement 
account within those 60 days.
Only the amount distributed can 
be rolled over. A client who invests 
wisely during the 60-day period or 
gets lucky at the casino is limited 
to rolling over only the amount that 
was distributed from the IRA. 
Example: Zoey takes a distribution 
of $40,000 from her IRA. She uses 
the funds as her entry fee into a 
poker tournament. The cards are 
kind and she wins back the entry 
fee plus $20,000. Zoey can only roll 

over the $40,000 that was originally 
distributed from her IRA.

Commingling Funds During 
the 60-Day Rollover Window

A recent court case revealed the 
extent some people will go when 
faced with financial ruin. Richard 
L. Jones, Debtor, United States 
Bankruptcy Court, Southern 
District of Illinois, No. 18-31532, 
April 15, 2019 was an unenviable 
situation, but when vultures circle 
and sharks smell blood, defense 
mechanisms kick in and people 
sometimes resort to wild tactics.

http://www.ilsb.uscourts.gov/sites/default/files/opinions/Jones%2818-31532%29.pdf
http://www.ilsb.uscourts.gov/sites/default/files/opinions/Jones%2818-31532%29.pdf
http://www.ilsb.uscourts.gov/sites/default/files/opinions/Jones%2818-31532%29.pdf
http://www.ilsb.uscourts.gov/sites/default/files/opinions/Jones%2818-31532%29.pdf
http://www.ilsb.uscourts.gov/sites/default/files/opinions/Jones%2818-31532%29.pdf
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Richard Jones could see the 
vultures. In a desperate attempt to 
pay debts and stave off bankruptcy, 
Mr. Jones withdrew $50,000 from 
his IRA. 
In April of 2018, he deposited 
$49,000 into his checking account 
and immediately shelled out 
$1,000 for lottery tickets. Court 
records do not indicate if these 
were Powerball tickets or Mega 
Millions or scratch-offs, but it was 
most likely a desperate mix. Alas, 
he was not a winner. Over the next 
few weeks Mr. Jones used the 
retirement money in his checking 
account to purchase more and 
more losing lottery tickets. When 
all was said and done, he spent 
$30,000.
The single-color bet on a roulette 
table in Vegas suddenly sounds 
like a much better tactic. The odds 
would have been in Mr. Jones’ 
favor vs. a lottery ticket. “A dollar 
and a dream” is by no means a 
legitimate retirement strategy.
With his tail between his legs 
and the 60-day rollover window 
closing, Mr. Jones deposited the 
remaining $20,000 back into his 
IRA in June of 2018, completing a 
valid partial 60-day rollover. 
Unfortunately – and compounding 
his issues – Mr. Jones incurred 
liabilities exceeding $9,000 for 
taxes and penalties resulting from 
the $30,000 withdrawal which was 
not returned to the IRA account 
(the money he lost on lottery 
tickets). In October of 2018, Mr. 
Jones filed for bankruptcy and 
listed his IRA as a protected asset.
For years, Las Vegas has 
advertised the phrase “What 
happens here, stays here.” Cameras 
are not allowed in casinos for a 
reason. The nighttime is the right 
time for visitors to disappear. 
Bosses and spouses can’t find you. 
A tourist can do as they wish – 
within the law – and there will be 
few repercussions. The same holds 
true with rollovers.

In fact, not only does the Jones 
case prove the point regarding 
his legal right to purchase lottery 
tickets with IRA dollars, but Mr. 
Jones was also able to remain 
hidden from the vultures - his 
bankruptcy creditors.
The bankruptcy trustee in the 
Jones case argued that the funds 
Mr. Jones withdrew from his IRA 
during the 60-day rollover were 
commingled with other funds in 
his checking account. The trustee 
contended this commingling made 
it impossible to determine whether 
the remaining $20,000 Mr. Jones 
wanted protected were the exact 
funds that originated from the IRA.

In fact, not only does the 
Jones case prove the point 
regarding his legal right to 

purchase lottery tickets with 
IRA dollars, but Mr. Jones 
was also able to remain 

hidden from the vultures - 
his bankruptcy creditors.

The Jones Court cited two 
instances [In re Chaudury, 581 
B.R. 279 (Bankr. M.D. Tenn. 2018); 
and Zaklama, et al. v. C.I.R., T.C. 
Memo, 2012-346 (2012)] where 
IRA money was either used by the 
account owner or was commingled 
with non-IRA assets before being 
replaced in an IRA via a 60-day 
rollover. 
Mr. Chaudury withdrew over 
$300,000 from an IRA and used 
the withdrawn funds to purchase a 
house. 
He was subsequently approved 
for a $252,000 mortgage loan and 
then deposited roughly $246,000 
of the loan proceeds back into 
the same IRA within the 60-day 
rollover window. 
The Courts found no issue with 
this transaction. What happens in 
the 60 days, stays in the 60 days. 

Like Jones, the Zaklama 60-day 
rollover situation also dealt with 
commingling rollover dollars. The 
IRS argued that the taxpayers 
did not roll over the exact same 
money that was received in the 
distribution. 
The Tax Court disagreed with the 
Commissioner, citing "Treasury 
Regulation 1.408-4(b)," which 
recognizes the 60-day rollover rule 
and allows the money that was 
distributed from an IRA to be paid 
back "from the same amount of 
money and any other property." 
Any commingling of funds is 
irrelevant. What happens in the 60 
days, stays in the 60 days.
In the Jones lottery ticket 
case, the Courts found that no 
prohibited transactions occurred. 
Furthermore, the Court rejected 
the bankruptcy trustee’s argument 
that whenever an account holder 
withdraws funds from an IRA 
and personally benefits from 
those funds during the rollover 
period, the entire account loses its 
qualified status. 
From the Court: 

"…what happens to the money 
during that 60-day period is 
irrelevant as long as it is repaid to 
the same or a different qualified 
account before the 60th day."
“The 60-day rule would be largely 
superfluous if it did not permit 
the account owner to receive 
the money and use it within the 
60-day period without destroying 
the character of the IRA’s exempt 
nature. The 60-day rule would 
never serve a useful purpose for 
the holder of the IRA if the money 
would automatically lose its 
qualified status unless the exact 
same funds went into another 
qualified account.”

Playing chicken with retirement 
assets is a dangerous game. The 
roulette wheel is a fickle gadget. 
Lottery tickets could be losers. 
Home mortgage loans may not 

https://www.leagle.com/decision/inbco20180202957#
https://www.leagle.com/decision/inbco20180202957#
https://www.leagle.com/decision/intco20121218c83
https://www.leagle.com/decision/intco20121218c83
https://www.govinfo.gov/content/pkg/CFR-2011-title26-vol5/pdf/CFR-2011-title26-vol5-sec1-408-4.pdf
https://www.govinfo.gov/content/pkg/CFR-2011-title26-vol5/pdf/CFR-2011-title26-vol5-sec1-408-4.pdf
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get approved. In each of the cases 
mentioned, the IRA assets had 
been returned to the IRA prior to 
bankruptcy being declared. 
Unfortunately, others have not 
been as lucky. Creditor vultures 
can, in fact, sink their talons into 
IRA assets if bankruptcy is filed at 
an inopportune time. Protection 
is potentially lost if all or a portion 
of those assets are outside of the 
retirement account (i.e. in motion 
during a 60-day rollover), when a 
bankruptcy case is actually filed.
While nearly anything goes during 
the 60-day rollover period, it is a 
different story when the lights turn 
on after the clock runs out. 

Requesting a waiver for rollover 
tardiness to the IRS requires an 
explanation of what happened 
during the 60-day period. We 
have seen many PLRs where IRA 
owners used IRA dollars as a 
short-term funding source, missed 
the 60-day deadline, and then 
turned to the IRS for a waiver of 
the 60-day requirement. 

The IRS has generally held that the 
IRA owner assumes the risk if the 
funds are not available to roll back 
within the allotted time and will 
typically deny such requests. (The 
new self-certification procedures 
will not be much help if a rollover 
situation does not fit neatly into 

one of the 11 acceptable reasons 
for a waiver.)
Using retirement dollars within the 
60-day rollover window for legal 
personal gain is neither fraud nor 
a prohibited transaction. It can be 
risky, but it is not against the rules. 
As mentioned, desperation has 
many faces, and countless people 
are willing to take risks. If your 
client is in dire financial straits, 
help him to be smart about 
accessing retirement funds and the 
60-day rollover window. Identify 
the odds. Know the rules. Stack the 
deck in his favor. And remember, 
what happens in the 60-days, stays 
in the 60-days. ◼

SIMPLE IRAs Are Tricky!  
The Two-Year Holding Period and Other Pitfalls

SIMPLE (Savings Incentive 
Match Plan for Employees) 

IRAs can be tricky. Clients may 
think that when a SIMPLE IRA plan 
is established and funded with 
correctly calculated contributions, 
things will get easier. Not so fast! 

When it comes to moving SIMPLE 
funds or taking distributions from 
a SIMPLE IRA, the rules can be 
complicated. This is due in part to 
the fact that SIMPLE IRAs exist in 
the gray area between IRAs and 
qualified plans. Sometimes they 
follow IRA rules, and sometimes 
they follow plan rules. 

The Pro-Rata Rule

When it comes to distributions, 
in some ways SIMPLE IRAs are 
like traditional IRAs, and in some 
ways they are different. A client’s 
SIMPLE IRAs will be included with 
his traditional IRAs when it comes 
to determining taxation. 

If a client has made a non-
deductible (after-tax) contribution 
to a traditional IRA and also has a 
SIMPLE IRA, any distribution from 
the SIMPLE IRA will consist of a 

portion of the after-tax funds that 
were deposited into the traditional 
IRA. This is the pro-rata rule, and it 
is often misunderstood. 
Under the pro-rata rule, all of 
these accounts [traditional IRAs, 
SIMPLE IRAs and SEPs (Simplified 
Employee Pensions)] are deemed 
one giant account. The tax-
free portion of a distribution is 
calculated by comparing the total 
after-tax value in all of a client's 
IRAs to the taxable portion of their 
IRAs (excluding Roth IRAs).

Under the pro-rata rule, 
all of these accounts 

(traditional IRAs, SIMPLE 
IRAs and SEPs) are deemed 

one giant account. 

Example: Chase has a SIMPLE 
IRA and a traditional IRA. His 
SIMPLE IRA consists solely of pre-
tax funds and is worth $50,000. 
On the other hand, Chase’s 
traditional IRA, also valued at 
$50,000, consists of $10,000 of 
after-tax funds and $40,000 of 

pre-tax funds. Thus, the total value 
of Chase’s IRAs equals $100,000 
($50,000 + $50,000 = $100,000), of 
which $10,000 represent after-tax 
contributions. 
Therefore, 10% of any distribution 
Chase takes from either his 
traditional IRA or SIMPLE IRA will 
consist of after-tax funds. It does 
not matter from which IRA he 
takes the distribution. 
If, for instance, Chase took a 
$4,000 distribution from his 
traditional IRA, $400 ($4,000 x 10% 
= $400) would be a tax-free return 
of after-tax funds, while the $3,600 
($4,000 - $400 = $3,600) balance 
would be taxable. If, however, 
Chase decided to take the $4,000 
distribution from his SIMPLE IRA, 
the tax treatment would have been 
exactly the same. 
Distributions taken from a 
SIMPLE IRA before age 59½, 
are considered to be early 
distributions. For the most part, 
these distributions are subject to a 
penalty of 10% unless an exception 
to the penalty applies. Only IRA-
eligible exceptions can be used to 
eliminate or reduce the 10% early 
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distribution penalty for SEP and 
SIMPLE IRA distributions. Plan-
only exceptions, such as the age 
55 exception, do not apply. 

The Two-Year Holding Period

Another factor that makes SIMPLE 
IRAs tricky is that they are also 
subject to unique guidelines, found 
nowhere else in the tax code, such 
as the two-year holding period. 
This two-year holding period is 
one way that SIMPLE IRAs differ 
from traditional IRAs. 
Pre-59½ distributions are subject 
to a penalty of 25% (instead of 
the typical 10% early distribution 
penalty) when withdrawn during 
the two-year holding period. The 
IRA-eligible exceptions to the 
10% early distribution penalty will 
also apply to the 25% penalty on 
SIMPLE distributions. The two-
year holding period begins with 
the date that the employee’s first 
contributions are deposited to the 
SIMPLE IRA.
Example: Garth, age 64, and 
Wayne, age 56, have only 
participated in their company’s 
SIMPLE IRA for a few months. 
They both decide to take $2,000 
distributions from their SIMPLE 
IRAs. Both distributions will be 
taxable. 
In addition, Wayne’s distribution 
will be subject to a 25% early 
distribution penalty, because it was 
withdrawn during the two-year 
holding period. Garth’s distribution 
is not subject to the 25% penalty 
even though he withdrew it during 
the two-year holding period 
because he is over age 59½. 
Example: Angela, age 51, takes 
a distribution from her SIMPLE 
IRA during the two-year holding 
period. Angela used the funds to 
pay her daughter’s college tuition. 
Angela’s distribution will be taxable 
but not subject to the 25% early 
distribution penalty because the 
exception for qualified higher 
education expenses applies.

Rollovers and Transfers

In the past, a SIMPLE IRA could 
only accept rollovers and transfers 
from another SIMPLE IRA. The 
Protecting Americans from Tax 
Hikes (PATH) Act of 2015 changed 
this rule after the two-year holding 
period ends. During the two-year 
holding period, SIMPLE funds may 
not be rolled over or transferred to 
a traditional IRA or rolled over to 
an employer plan. 

Another factor that makes 
SIMPLE IRAs tricky is that 

they are also subject to 
unique guidelines, such as 

the two-year holding period. 

If a rollover or transfer is attempted 
during the two-year period, the 
result would be a distribution from 
the SIMPLE IRA and a contribution 
to the other IRA. It would not 
qualify as a rollover contribution. 
After the expiration of the two-year 
period, funds from traditional IRAs 
and employer plans can be rolled 
into a SIMPLE IRA, and, similarly, 
any amount in a SIMPLE IRA can 
be rolled over or transferred to a 
traditional IRA or rolled over to an 
employer plan. Any amount in a 
SIMPLE IRA can also be converted 
to a Roth IRA after those two years. 

Required Minimum 
Distributions

When it comes to required 
minimum distributions (RMDs), 
SIMPLE IRAs follow the same 
rules as traditional IRAs. SIMPLE 
IRA owners who are 70½ or older 
during the year have an RMD for 
that year and every year thereafter. 
The first RMD deadline is April 1st 
of the year after the year the IRA 
owner turns 70½ and is known as 
the required beginning date (RBD). 
Oftentimes, employer plans offer 
the ability to delay RMDs. If a client 
is still working for the company 

where they have the retirement 
plan, and if they don’t own more 
than 5% of the company, they 
can delay their RBD to April 1st of 
the year following the year they 
separate from service – provided 
their plan allows them to do so. 
This is the “still working” exception 
to the RBD, and it only applies 
to RMDs for employer plans. 
Traditional IRAs are not eligible for 
the same treatment. 
What about SIMPLE IRAs? On 
one hand, they are employer 
plans, but on the other, they are 
still IRAs. It’s this duplicity that 
often trips up clients and advisors. 
Although SIMPLE IRAs are 
employer-sponsored retirement 
plans, when it comes to RMDs, 
they follow the same rules as 
traditional IRAs. Therefore, the “still 
working” exception never applies. 
Individuals cannot delay taking 
their SIMPLE IRA RMD until they 
separate from service. 
To add another wrinkle, there is 
no age limit on contributions to 
SIMPLE IRAs as long as the owner 
is working for that employer and 
meets the plan’s eligibility rules. 
An eligible employee age 70½ or 
older can choose to make salary 
deferrals and receive employer 
contributions (e.g., employer 
match) in a SIMPLE IRA plan. 
The combination of allowing post-
70½ contributions (in contrast 
to the traditional IRA rules) but 
requiring RMDs even if a client 
is still working (like traditional 
IRAs) creates somewhat of an odd 
situation. There becomes a bit of a 
revolving door of IRA money each 
year, in which the contributions go 
in, but the RMDs come out. 
Example: In 2019, Sherri, age 75, 
is still working. She participates in 
her company’s SIMPLE IRA plan. 
Sherri makes salary deferrals to the 
SIMPLE IRA plan and receives an 
employer match. Sherri must also 
take an RMD from her SIMPLE IRA 
for 2019.
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It is not uncommon for financial 
advisors to have adverse opinions 

of annuities. The benefits of 
annuities are consistently debated 
among industry professionals. 
Some argue that the long-term 
benefits and available riders – like 
guaranteed income – far outweigh 
the negatives. 

Those on the opposite side insist 
annuities are too complicated for 
most retirees to understand, the 
fees are too high, and that a good 
advisor can find asset appreciation 
and income in other sources. 
Nevertheless, the annuity-IRA 
connection can be a powerful 

investment tool. I personally 
own five annuities, including 
two in Roth IRAs and one in my 
company’s defined benefit plan.

During my career, I have written 
close to $100,000,000 worth of 
annuities for my clients. Over 
75% of those annuities are held 
in traditional IRAs and Roth 
IRAs. Most are rollovers or direct 
transfers from 401(k)s, Thrift 
Savings Plans (TSPs), Defined 
Benefit (DB) plans, and lump-
sum distributions from previous 
employers. Annuities play a 
key role in many of my clients’ 
retirement accounts.

Safety First

Why use annuities in IRAs? 
Because most retirees and pre-
retirees have the same two primary 
concerns: (1) they don’t want to 
lose their principal; and (2) they 
want access to lifetime income 
if and when they need it. A well-
chosen annuity can solve these 
concerns by protecting them from 

losing their hard-earned money 
while providing an income stream 
that they can never outlive.

Indeed, outliving one’s money can 
be a valid concern. According to 
The Centenarian (thecentenarian.
co.uk/how-many-people-live-
to-hundred-across-the-globe.
html), people who reach age 100 
are currently the fastest growing 
part of the population. Estimates 
of centenarians in the U.S. go as 
high as 72,000; if the population of 
centenarians continues to increase 
at its current rate, there could be 
close to 1 million people reaching 
age 100 or older residing in the U.S 
by 2050. 

It is very common today for people 
to live 30 years past the day they 
retire and an even longer life span 
is increasingly possible. Retirees 
who haven’t planned for advanced 
age could experience economic 
distress. If the Social Security 
system doesn’t vanish, clients 
won’t run out of money in old age, 
but if they go through all their 

Benefits of Annuities in an IRA

Guest IRA Expert
 
 

Brad Pistole, CFF® 
Trinity Insurance & 
Financial Services

Ozark, MO

A Stress-Free Retirement Income Plan: 
The Benefits of Annuities in an IRA

When planning for IRA RMDs, all 
of an individual’s owned IRA RMDs 
can be aggregated. The RMD 
can then be taken from any one 
IRA account – or combination of 
IRA accounts – a client chooses, 
as long as the total distribution 
satisfies the cumulative IRA RMD. 
This includes SIMPLE IRAs. 
Generally, with company plans, 
the employee has to take his RMD 
from each plan separately. There 
is an exception for 403(b) plans; 
RMDs can be aggregated and 
taken from any one of a person’s 
owned 403(b) plans.
Example: Sonia, age 74, still works 
for Shaw LLC and participates in 
their SIMPLE IRA plan. She also 
has two other traditional IRAs. 

Even though she neither owns nor 
is related to the owners of Shaw 
LLC, the "still-working" exception 
does not apply. Sonia must take an 
RMD from her SIMPLE IRA.

However, Sonia may combine 
her SIMPLE IRA RMD with her 
traditional IRA RMDs when 
calculating her total IRA RMD for 
the year. That combined RMD can 
be taken from her SIMPLE IRA 
alone, either of her traditional IRAs 
or any combination of the three.

When planning for IRA 
RMDs, all of an individual’s 
owned IRA RMDs can be 

aggregated. 

 Qualified Charitable 
Distributions

For many clients, using a Qualified 
Charitable Distribution (QCD) 
is a good strategy to satisfy an 
RMD and receive a tax break for 
a charitable gift. When it comes 
to QCDs, SIMPLE IRAs are not 
like traditional IRAs. There is 
a restriction for SIMPLE IRAs. 
A QCD cannot be done from 
a SIMPLE IRA that receives a 
contribution for the year. 

Fortunately, there is a workaround. 
Once the two-year holding 
period has been satisfied, a client 
can directly transfer funds to a 
traditional IRA and do a QCD from 
the traditional IRA. ◼

http://www.thecentenarian.co.uk/how-many-people-live-to-hundred-across-the-globe.html
http://www.thecentenarian.co.uk/how-many-people-live-to-hundred-across-the-globe.html
http://www.thecentenarian.co.uk/how-many-people-live-to-hundred-across-the-globe.html
http://www.thecentenarian.co.uk/how-many-people-live-to-hundred-across-the-globe.html
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Benefits of Annuities in an IRA

financial assets and rely mainly on 
Social Security, they can run short 
of money, sacrificing their dream 
retirement. 
Here is where the right type of 
annuity comes into the picture. An 
annuity can be an insurance policy 
for their life’s savings. Clients 
already insure their home, their 
cars, their health, and their life. 
Why wouldn’t they insure their life 
savings and retirement income? 
For true insurance, an annuity 
within an IRA can guarantee future 
cash flow, whether clients live to 
age 70 or beyond age 100. Many 
annuity providers do so by offering 
an income rider, which may be 
added to the annuity to guarantee 
set amounts of lifelong cash flow.

Two for the Money

An annuity’s income rider may be 
called a Lifetime Income Benefit 
Rider (LIBR) or a Guaranteed 
Lifetime Withdrawal Benefit 
(GLWB). Essentially, an LIBR and a 
GLWB are the same thing, differing 
mainly because of the issuer’s 
terminology. Either way, the rider 
is guaranteeing clients a future 
payment stream of which they can 
never outlive.
Clients don’t need to annuitize 
their contract to get this 
guaranteed income stream. When 
someone annuitizes an account, 
he or she gives up control of those 
funds. 
That same client can trigger the 
income rider payments from 
an LIBR or a GLWB without 
annuitizing, thus retaining control 
of those funds and permitting the 
remaining cash value to pass on to 
named beneficiaries. 
When an annuity is combined 
with an income rider, clients are 
faced with two account values: 
one for the basic annuity contract 
value and one for the income rider 
value, on which the guaranteed 
payments will be based. 

The better advisors understand 
this structure, the better they 
can explain the arrangement 
to clients and avoid future 
misunderstandings. Typically, the 
income rider will call for future 
cash flow to be stable or increase, 
even through years of stock market 
turmoil.

Either way, the [annuity 
income] rider is 

guaranteeing clients a future 
payment stream of which 

they can never outlive.

Comparing Costs

Most companies offer different 
LIBRs and GLWBs. Some of them 
have “no fees,” but there are costs 
embedded in any added benefit, 
and clients get what they pay for.
For example, one annuity provider 
offers a 4% LIBR with no fee. For 
each year that the contract holder 
does not take a withdrawal, the 
guaranteed future income rider 
value compounds at 4%. There is 
never a deduction from the cash 
value for this benefit, even after 
guaranteed payouts begin. 
The same company offers a 6% 
compounded LIBR for an annual 
fee of 1.1%, which is deducted from 
the cash value of the account for 
the life of the account, as well as 
a 7.25% simple (not compounded) 
LIBR for the same ongoing 1.1% 
annual fee. Knowledgeable 
advisors can evaluate such 
choices and make appropriate 
recommendations.
Besides lifelong cash flow, some 
clients will be attracted to “Well 
Being Riders,” another option that 
comes with an annual cost. Here, if 
a contract holder becomes unable 
to perform 2 of 6 Activities of Daily 
Living (ADLs), the guaranteed 
payment will increase, perhaps to 
twice the base income amount. 

Riders truly depend on the 
company and product. Advisors 
should get to know their clients’ 
personal goals and desires for their 
retirement funds and find the best 
options for them and their families.

Fixed Indexed Annuities

Just as there are different types of 
guaranteed income riders, there 
also are different types of annuities 
that may be reasonable holdings 
for IRAs. For myself and my clients, 
I prefer fixed index annuities (FIAs).
Retirees and pre-retirees tend to 
be in the portfolio preservation 
or distribution stage of life, where 
safety and income are more 
important than risk-taking for 
maximum returns. For them, an FIA 
can be a good fit for a portion of 
their portfolio. 
FIAs offer downside protection 
with upside potential. If the chosen 
market index(es) produce negative 
returns for a year, FIA owners do 
not lose any principal. If the index 
goes up, they participate in a 
portion of that gain. (Various caps 
on returns vary from company to 
company and product to product.)
Clients also can choose an upfront 
bonus with most FIAs, from 4% 
to as high as 25%. The bonus is 
most often added to the cash value 
of the contact, becoming a death 
benefit, but also can be added to 
the LIBR for future income.
As is the case when shopping for 
cars or clothes or anything else, 
annuity bells and whistles will vary 
in price. Advisors who help clients 
combine the right annuity with the 
right income rider can deliver life 
changing results.
Annuity issuers are very creative 
and competitive. They know the 
greatest fear of many seniors 
is running short on money at 
an advanced age, so there are 
various types of riders that can be 
attached to an annuity to provide 
sought after benefits.
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Advisors who become educated 
about annuities and their income 
riders can custom fit clients’ IRAs 
to include desirable benefits and 
features while avoiding the pitfalls. 

For example, Will the income rider 
payment continue at the same 
level after one spouse dies, or will 
the survivor receive much lower 
payments? Does the income rider 
allow for joint lifetime income 
covering the lives of both spouses? 

Some clients might not know that 
annuities can provide retirement 
accounts with the safety and income 
advantages as described throughout 
this article. Those clients might say, 
“Such products don’t exist. That’s too 
good to be true!” Advisors who are 
willing to do a bit of research and 
explore annuities with income riders 
can learn the truth and deliver useful 
recommendations for clients' unique 
situations.

I have owned FIAs for over a decade 
and I know firsthand just how real 
and powerful they can be within 
IRAs and other plans. For a portion 
of your clients’ portfolios, the right 
type of annuity can provide lifetime 
income and help address the 
foremost fear — a financial failure. 
You can give your clients a stress-
free retirement and help them sleep 
well at night. 

Advisor Action Plan
 σ Determine which clients prioritize 
portfolio safety and income over 
maximum returns.

 σ Ask those clients if they would 
be receptive to holding deferred 
annuities in their IRA.

 σ If so, explain that income riders are 
available, with downside protection 
and guaranteed lifelong income.

 σ Learn which annuities and 
available income riders offer 
suitable benefits for clients, 
including surviving spouses, at a 
reasonable cost. ◼ 

Brad Pistole, a Certified Financial 
Fiduciary®, is the CEO of Trinity 
Insurance & Financial Services, Inc., 
in Ozark, MO. He graduated with a 
BS in Education from Arkansas Tech 
in 1993. He holds his Life and Health 
and P&C Licenses in Missouri and 
Arkansas. Brad has been a member 
of Ed Slott's Master Elite IRA Advisor 
group from 2010-2019. He is a member 
of the MDRT – Million Dollar Round 
Table, “The Premier Association of 
Financial Professionals,” and was 
awarded “Top of the Table” honors in 
2015-2019. He is the author of the #1 
best-selling book, Safe Money Matters, 
and he hosts Safe Money Radio each 
week on several stations in Missouri 
and Arkansas. He was named the 2018 
Safe Money Radio Advisor of the Year. 
Brad can be reached at 417-581-9222 or 
brad@guaranteedsafemoney.com. Visit 
guaranteedsafemoney.com.
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Can’t make our live 2-day IRA workshop?
Our eSeminar is the next, best thing!

 Register at irahelp.com/eseminar  
Use discount code “IRA Advisor” to receive $400 off all 7 sessions.

New tax laws have created consumer 
confusion, and in turn, big opportunities 
to stake your claim as a fiduciary. Guide 
your clients to safety and impress high-
net-worth prospects with the latest IRA 
distribution planning strategies.

Seven 90-minute web-based sessions, 
with topics like Roth IRAs, IRA Updates, 
Key Rollover Decisions, and more!
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