IRA DATES & MILESTONES TO REMEMBER
These are the dates (and deadlines) too often forgotten.
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IRAs come with complex rules and regulations. As these rules and regulations are
occasionally forgotten or misinterpreted by IRA owners, here is a refresher.

Age 70%: Required Minimum Distributions (RMDs). Once you reach age 702, you are
required to make withdrawals from any traditional (“regular”) IRAs that you have
established. (Original owners of Roth IRAs never have to take RMDs.)'

**You must take your initial RMD from a traditional IRA by April 1 of the year following
the year during which you turn 70%. You may not want to wait that long, however.

**If you do wait that long and choose to take your first RMD in the year after you turn
70" rather than the year during which you turn 70%, you have to take two RMDs in
that year after you turn 70%2 - one by April 1, and another by December 31.

**|n all succeeding years, you must take your annual RMD by December 31."

Age 59%: option to make penalty-free IRA withdrawals. With few exceptions (see

below), original owners of Roth and traditional IRAs must wait until age 59%: to take
money out of their IRA without a 10% early withdrawal penalty. The IRS defines “age
59%” as the point at which you are midway through your 59th year.>

Age 59%: option to donate IRA funds to charity. While the IRA charitable rollover is
no more, IRA owners aged 59%2 and older can still distribute IRA assets to a qualified
charity. The deadline to do so for a particular tax year is December 31. One problem:
your gift to charity will also boost your adjusted gross income (AGI). As with an RMD,
this type of IRA distribution qualifies as taxable income. You can claim a charitable
deduction as you report the distribution as income to the IRS.?

The timeline for 72(t) payments. These are the special periodic payments by which
you can exempt yourself from the 10% early withdrawal penalty normally due on IRA
withdrawals prior to age 59%. In the 72(t) option, equal payments (distributions) from
your IRA are scheduled for five or more years or until you hit age 59%2, whichever
time frame is longer. The time frame reaches its limit when a) you are exactly 59
years and six months old or b) exactly five years have passed since the first of the
periodic payments.?

The 12-month limit on IRA-to-IRA rollovers. There is no annual deadline for these
rollovers, but there is a 12-month time limit affecting how many you can make. You
can only make one IRA-to-IRA rollover per IRA account per year, whether the IRA is a
traditional IRA or a Roth. So if you have three IRAs, you can make a total of three
rollovers (one per IRA) in a 12-month period, be they IRA-to-IRA rollovers or Roth-to-
Roth rollovers.*




The 5-year rule on Roth IRA conversions. You may know about the five-year rule
here - when you convert a traditional IRA to a Roth IRA, you have to wait until you
either a) turn 59 1/2 or b) five years have passed before you can take a penalty-free
distribution of a Roth IRA conversion. The asterisk comes in terms of measuring those
five years. It isn’t five years from the day you complete the Roth conversion; the five-
year measurement actually starts on January 1 of the year in which the funds are first
deposited in the Roth IRA.?

The 5-year rule for Roth IRA qualified distributions. Here we have a slightly
different circumstance, and a slightly different five-year rule. You may know that
once your first Roth IRA is five years old, you can start taking tax-free and penalty-
free withdrawals from it under the following circumstances: a) you are age 59%: or
older, b) you are disabled, or c) you are a first-time homebuyer using Roth IRA assets
for that purpose.?

With regard to qualified distributions, when is your Roth IRA judged to have turned
five? It depends on which calendar year you earmarked your first Roth IRA
contribution for - for example, you can make a 2012 Roth IRA contribution up until
April 15, 2013. The five-year time frame starts on January 1 of the calendar year for
which the contribution is designated. An interesting wrinkle: if you open additional
Roth IRAs in the future, that initial five-year time frame also applies to them; there is
no reset per new Roth IRA.>

The deadline(s) for RMDs made by non-spouse beneficiaries. If you are a non-spouse
beneficiary of someone else’s IRA, you usually have to start taking RMDs from that IRA
by December 31 of the year after the death of that IRA owner. In other words, you
have from 12-24 months to take that first RMD. One exception comes if an IRA
accountholder dies after age 70%2 without taking his or her initial RMD. If that is the
case, then the non-spouse beneficiary of the IRA will end up having to take the initial
RMD from that IRA by the end of the calendar year in which the deceased IRA owner
has passed away.?
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