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IMPORTANT DISCLAIMER

The seminar presented is for educational purposes only. The content neither is, nor should be construed as an
offer, or a solicitation of an offer to buy, or sell, or hold any securities.The presenter is not here to offer or
provide any opinion regarding the nature, potential value, suitability or profitability of any particular investment or
investment strategy and you are fully responsible for any investment decisions you make. Such decisions should be
based solely on the evaluation of your financial circumstances, investment objectives, risk tolerance and liquidity
needs.

Past performance is not indicative of future results. Diversification and asset allocation do not ensure profit or
protect against loss in a declining market.

It is highly recommended that you speak to a proficient financial professional before making any decisions related
to your investments.



TAX REFORMACT OF 1986 (PUBLIC LAW 99-514)

Signed into law by President Ronald Reagan on October 22,1986

= The goal was to create a fairer, simpler tax system (also to assuage the democrats
who controlled congress...close tax loopholes by creating fewer tax breaks for the
wealthy and corporations and lowering tax rates to appease his republican party).

= Lowered top rate for individuals from 50% to 28%; raised the bottom from | 1% to
15%

= Eliminated the gap between long term capital gains rates and ordinary income
®  Increased mortgage deductions, personal exemptions and standard deductions
= Solidified the alternative minimum tax provision

= Corporate rates were reduced from 50% down to 38%




PUBLIC LAW 99-514—O0CT. 22, 1986 100 STAT. 2085
Public Law 99-514
99th Congress
An Act
To reform the internal revenue laws of the United States. 7%‘_'—;2%]&
Be it enacted by the Senate and House of Representatives of the

United States of America in Congress assembled, Tax Reform Act
SECTION 1. SHORT TITLE; TABLE OF CONTENTS. 221385% 1et seq.

(ﬁls) Suort Trrie.—This Act may be cited as the “Tax Reform Act of
1986".
(b) TABLE oF CONTENTS.—

TITLE I-INDIVIDUAL INCOME TAX PROVISIONS

Subtitle A—Rate Reductions; Increase in Standard Deduction and Personal
Exemptions

101. Rate reductions. .

102. Increase in standard deduction.

103. Increase in personal exemptions.

04. Technical amendments.

Subtitle B—Provisions Related to Tax Credits

111. Increase in earned income credit.
112. Repeal of credit for contributions to candidates for puhlic office.

Subtitle C—Provisions Related to Exclusions
121 Talxatilm of unempleyment compensation.

122. Prizes and awards.
123. Scholarships.

Suhtitle D—Provisions Related to Deductions
. Repeal of deduction for 2-earner married couples.
132. 2-percent floor on miscell itemized deducti
133. Medical ex deduction limitation increased.
134. Repeal of deduction for State and local sales tax.
135. Repeal of deduction for adoption expenses.

Subtitle E—Miscellaneous Provisions

141. Repeal of income averaging.

142. Limitations on deductions for meals, travel, and entertainment.

143. Changes in trestment of hobby less, etc.

144. Deduction for mortgage interest and real property taxes allowable where
parsonage allowance or military housing allowance received.

Subtitle F—Effective Dates

EEENE L L

£

151. Effective dates.
TITLE II—PROVISIONS RELATING TO CAPITAL COST
Subtitle A—Depreciation Provisions

201. Modification of accelerated cost recovery system.
202. Expensing of depreciable assets.
203. Effective dates; general transitional rules.

Subtitle B—Repeal of Regular Investment Tax Credit

211. Repeal of regular investment tax credit.
212. Effective 15-year carryback of existing carryforwards of steel companies.
213. Effective 15-year carryback of existing carryforwards of qualified farmers.
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(b) UnirorM REQUIRED BEGINNING DatE.—Subparagraph (C) of
PUBLIC LAW 99-514—OCT. 22, 1986 100 STAT. 2465 section 401(a)9) (deﬁnmg requlred beglnning date) is amended to
‘(5) an individual retirement annuity described in section read aS follows:

408(b).
Such term includ: lan, ct, t, ity which, at “ :
o s e e S A (C) Requirep BEGINNING DATE—For purposes of this
contract, account, or annuity.

“(d) Warver or Tax 1N CerTarn Cases—If the taxpayer estab- paragraph’ the term ‘required beginning date) means April

lishes t? 1the }fatiifac?oﬂ %f the Eeesretary 1:hal— - H
(1)t rt: il i ection (a) in the amount H 3 H
disoted Guring any Lanable Sear wan due 1o ressonabl 1 of the calendar year following the calendar year in which
error, an 3 1y
“(2) reasonable steps are being taken to remedy the shortfall, l
the ?ﬁeretary may waivepthe tax in%posed by ;ubseciyion (a) for 1ahe _ the employee attalns age 70 /2'
taxable year.
(23’ CLERICAL AMENDMENT.—The table of sections for chapter
43 is amended by striking out the item relating to section 4974
and :nsertmg in lieu thereof the following:
certain accumulations in qua

(b UnirorM ReEQUIRED BecINNING DatTe.—Subparagraph (C) of
section 401(a)9) (defining required beginning date) is amended to
read as follows:
“(C) REQUIRED BEGINNING DATE.—For purposes of this
paragraph, the term ‘required beginning date” means April
1 of the calendar year followmg the calendar year in which
the employee attains age T0%.”
(c) CONFORMING AMENDMENTS. —
P ](lll Subparagraph (F) of section 402(ak5) is amended to read as
ollows:

Part lll —Treatment of Distributions, Section 4974 (page 381 of 882)

“(F) TRANSFER TREATED AS ROLLOVER CONTRIBUTION UNDER
SECTION 408.—For purposes of this title, a transfer described
subparagraph (A) to an eligible retirement plan d

SCTTD helause (I) or (II) of subparagran
be treated as a rolfove N described in secnon
408(dx3).”"

{2) Clause (ii) of section 408(dX3)(A) is amended by striking out

the third and fourth parenthetical phrases.
(d) ErrecTIVE DATES. —

(1) In eENERAL.—Except as provided in this subsection, the
amendments made by this section shall apply to years begin-
ninzg after December 31, 1988.

) SuBsecTION (c}.—The amendments made by subsection (c)
shall apply to years beginning after December 31, 1986.

(3) COLLECTIVE BARGAINING AGREEMENTS.—In the case of a
plan maintained pursuant to 1 or more collective bargaining
agreements between employee representatives and 1 or more
employers ratified before March 1, 1986, the amendments made
by this section shall not apply to distributions to individuals
covered by such agreements in plan years beginning before the
earlier of—

(A) the later of—

(i) the date on which the last of such collective
bargaining agreements terminates (determined without
regard to any extension thereof after February 28,
1986), or

(ulJanuary 1, 1989, or

(B) January 1, 1991.
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THE PRINCIPLE OF THE FIVEW’S (AND ONE “H”)



WHO IS AFFECTED?

$ You must be begin taking withdrawals from your account once you have

attained age 72 and one of two things have occurred:

You are not actively employed at the company who sponsors the plan in
which you have a retirement account

You own more than 5% of the company (stock ownership, or partnership
interest) who sponsors the plan in which you have an account




WHAT IS REQUIRED MINIMUM
DISTRIBUTION (RMD)?

This is the amount that U.S. tax law
requires you to withdraw annually
from retirement plans that have
been funded with pre-tax dollars.



WHEN WILL THE
FORCED DISTRIBUTION
TAKE PLACE

Distributions from you account must
be processed before December 31
each year.

Ist Exception:Your first distributions
may be delayed until April |5 of the
year following the year in which you
reach age 72, which is called required
beginning date (RBD).

2"d Exception: an employee who is
still employed may delay the
distribution until he terminates
employment — a >5% owner cannot
use this exception)

All other min distributions must
occur by DEC 315t of the year




WHERE ARE RMDS COMING OUT OF?

Qualified plans:
OIS PR Sl 403(b) plans 457 Plans Traditional IRAs
plans, and money
purchase plans
Roth 401K, Roth
SEP IRAs SIMPLE IRAs 403(b), and Roth
457 do apply.




WHY IS THERE SUCH A THING AS RMDS?

" The purpose of RMDs is to ensure that
. people do not accumulate retirement

accounts, defer taxation and leave the funds
to heirs.

" You can’t run from Uncle Sam forever! Once
you turn 72, it’s time to reimburse Uncle Sam
for all those years of tax deferred growth!

= Bottom-line: creates tax revenue for the
government.




HOW DO YOU
CALCULATETHE
RMD AMOUNT?

T
Need four variables: ) RMD tables 2) Your age 3)

Retirement balance from prior year 4) A basic
calculator

Distributions are calculated by dividing your

by the appropriate life expectancy factor
from the published by the IRS.



Life Expectancy Tables

Uniform Joint and Sinole Life
Lifetime Last Survivor S
Table

Table Table




UPDATE

All three Life Result: New
Expectancy tables RMDs will be
have been lower than Old
updated for 2022) RMDs )




HOW DO YOU CALCULATE RMDS

IRS UNIFORM LIFETIME TABLE

To calculate RMDs, use the following formula for each account:

Life Expectancy Factor
Account Balance P ) y :

s A . . see the Uniform Lifetime — Your RMD
ol eceliversl. st yoor ' Table** below to find the factor

using the age you turn this year

$100,000.00
Account Balance —  Divisor _—

as of December 31 last year® IRA owner turned 72 this year .



Age

70
71
72
73
74
75
76
77
78
79
80
81

Life Expectancy
Factor
27.4
26.5
25.6
24.7
23.8
22.9
22.0
21.2
20.3
19.5
18.7
17.9

Age

82
83
84
85
86
87
88
89
90
91
92
93

Life Expectancy
Factor
17.1
16.3
15.5
14.8
14.1
13.4
T2
12.0
1.4
10.8
10.2
9.6

FIND YOUR
LIFE
EXPECTANCY
FACTOR

OLD




Life Expectancy Life Expectancy F I N D YO U R
Age Factor Age Factor LI F E
84 16.8

72 27.4
» - EXPECTANCY
74 255 86 15.2

75 24.6 87 14.4 F AC TO R

76 23.7 88 13.7

77 22.9 89 12.9

78 22.0 90 12.2

79 21.1 91 115

80 20.2 92 10.8 N EW

81 19.4 93 10.1

82 18.5 94 9.5

83 17.7 95 8.9

= This is the latest unform lifetime table



RESULTS OF THE UPDATED TABLE

Old RMD (2021) —Age 72 New RMD (2022) —Age 72
=$100,000 / 25.6 = =$100,000 / 27.4 =
$3906.25 $3649.63

Result: Lower Distributions!



HOW ARE RMDS TAXED!? Ordinary Income tax rates

FEDERAL INCOME TAX

TAX RATE MFJ SINGLE

10% $0 - $20,550 $0 - $10,275

12% $20,550 - $83,550 $10,275 - $41,775
22% $83,550 - $178,150 $41,775 - $89,075
24% $178,150 - $340,100 $89,075 - $170,050
32% $340,100 - $431,900 $170,050 - $215,950
35% $431,900 - $647,850 $215,950 - $539,900
37% Over $647,850 Over $539,900




WHAT HAPPENS IFYOU MISS AN RMD?

50% tax on difference
between required
minimum distribution
and amount actually
distributed

Taxpayer can request a
waiver of the 50% tax if
the distribution amount
was made in error and

corrected immediately
J




CASE STUDY # |
— UNMARRIED
OR MARRIED
(AND SPOUSE IS
NOT MORE THAN
|0 YEARS
YOUNGER THAN
YOU)

As of Dec. 31.2021, Peter (current
age is 74) had a balance of $200,000
in his retirement account. It's March
and his birthday is in two months.

Use the Uniform Life Table - The
most commonly used table




GATHERTHE
INFORMATION

I) RMD Table used is the
Uniform Life Table — his
life expectancy factor is

3) Balance is $200,000




-
A 23$8,733.63



CASE STUDY # 2
— MARRIED TO A
YOUNGER
SPOUSE

Harriet, turning 72 this year, is married to Joe,
age 61.Her IRA balance is $100,000 as of
December 31 of last year. The IRS Joint Life
Expectancy Table says their factor is 28.1.

Use table Il — Joint life and last survivor




GATHERTHE
INFORMATION

I) RMD Table used is the
Joint Life Expectancy
Table — his life expectancy
factor is 28.1

3) Balance is $100,000




Ages 54 55 56 57 58 59 Lele] 61 6=
49 41.2 | 40.8 | 40.5 | 40.2 | 39.9 | 39.7 | 39.5 E‘i g 39.0
50 40.6 | 40.2 | 39.8 | 39.5 | 39.2 | 39.0 | 38.7 | 38.5 | 38.3
51 40.0 | 39.6 | 39.2 | 38.9 | 38.6 | 38.3 | 38.0 | 3F.7 | 375 LAT EST —
52 39.4 | 39.0 | 38.6 | 38.2 | 37.9 7-6 | 37-3 | 34-0 | 36.8
53 38.9 | 38.4 | 38.0 | 37.6 | 37.3 | 36.9 | 36.6 | 36.3 | 36.1
5 38.4 | 37.9 | 37-5| 37-1| 36.7 | 36.3 | 36.0 | 35.7 | 35-4 J O I N T LI F E
55 379 | 37-4 | 36.9 | 36.5| 36.1| 35.7 | 35-3 | 34-0 | 34.7
56 37-5| 36.9 | 36.5 | 36.0| 35.5 | 35-1| 34-8 | 34.4 | 34.1 EXPECTAN CY
57 37-1| 36.5 | 36.0 | 35.5 | 35-0 | 34.6 | 34.2 | 33.8 | 334
58 36.7 | 36.1 | 35.5 | 35.0| 34.5| 341 | 33.6 | 33.2 | 3=2.8 TABLE
59 36.3 | 35.7 | 351 | 34.6 | 34-1| 33.6 | 33-1| 32.7 | 32.3
60 36.0 | 35.3 | 34-8 | 34.2 | 33.6 | 33.1 | 32.6 | 33.2 | 31.7
61 35.-7 | 35.0 | 24-4 | 33.8 | 233.2 | 32.7 | 32.2 | 31.7 | 31.2
62 35.4 | 34.7 | 34.1 | 33.4 | 32.8 | 3= 31.7 | 31.2 | 30.8
63 35-1 | 34.4 | 33-8 | 33.1| 32.5| 31.9 | 31.3 | 39.8 | 30.3
64 34.9 | 34.2 | 33.5 | 32.8 | 32.2 | 31.5 | 31.0 | 3.4 | 29.9
65 34.6 | 33.9 | 33.2 | 32.5 | 31.9 | 31.2 | 30.6 | 39.0 | 29.5
66 34-4 | 33.7 | 33.0 | 32.3 | 31.6 | 30.9 | 30.3 | 29.7 | 29.1
67 34.2 | 33.5 | 32.7 | 32.0 | 31.3 | 30.6 | 30.0 | 29.4 | 28.7
68 o341 (333 | ‘325 | 218 311 (304 | 207 2¢.1 | 28.4
609 33.0 331 | I 31.6 | 30.9 | 30.1 | 29.4 | 28§.8 | 28.1
7O 33.8 | 33.0 | 32.2 | 31.4 | 30.7 | 20.9 | 29.2 | 2§.5 | 27.9
33.6 | 32.8 | 370 31.2 | 30.5 | 29.7 | 29.0 fﬁ'g\ 276
33.5 | 3o | 1.0 311 |lzsaz !l o205 2834 o8 1 ' >7.4




I
S =$3,558.72



CASE STUDY # 3
— INHERITED IRA

A beneficiary goes back to the age at which
she took the first RMD after inheriting her
father’s IRA.

First RMD was taken in 2019 at the age 57.

It's now three years later. The account balance
on December 31,2021 was $300,000.

Use Table | — Single Life Table when you are
the beneficiary of an inherited retirement
account




|) RMD Table used is the Single Life Table | —
his life expectancy factor is 29.8

2) Use age 57 as the starting point
GATHERTHE

INFORMATION
3) Balance is $300,000

4) Take $300,000 / (29.8 — 3) = 26.8




Age of Life Age of | Life Age of Life
IRA or Plan Expectanay IRA or Plan Expectancy IRA or Plan Expectancy
Beneficiary | (inyears) |Beneficiary (in years) Beneficiary | (in years)

0 84.6

1 83.7 41 448 81 10.5
2 82.8 42 438 82 9.9
3 81.8 43 42.9 83 9.3
4 80.8 44 41.9 84 8.7
5 79.8 45 41.0 85 8.1

6 78.8 46 40.0 86 7.6
7 77.9 47 39.0 87 7

8 76.9 48 38.1 88 6.6
9 75.9 49 371 89 6.1

10 74.9 50 36.2 90 57
11 73.9 51 353 91 53
12 72.9 52 343 92 49
13 1.9 53 334 93 4.6
14 70.9 54 325 94 43
15 69.9 55 316 95 4.0
16 690 LSt | SO~ 96 3.7
17 68.0 < 57 29.8 > 97 34
18 67.0 N8 28.0 98 3.2

19 66.0 59 28.0 99 3.0
20 65.0 60 271 100 2.8

SINGLE LIFE
EXPECTANCY




-
AR =$511,194.03



= Now, if you already started taking RMDs from

I N H ERITED I RA - TI P an inherited account and the tables changed,
the IRS allows you a one-time reset in 2022.
You look up the factor in the new Single Life
Table for the year when you first started
taking RMD from the inherited account.Then
you reduce that factor by the number of
years since then.This makes as if the new
tables were in effect back when you started.
After this one-time reset in 2022, you
continue to reduce the factor by | in each
subsequent year.
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NUMBER ONE

= Don’t get blindsided — Mark your calendar



NUMBER TWO

m Use the latest tables



NUMBER THREE

® Don’t need to withdraw RMDs from each IRA that
you own



NUMBER FOUR

= Can’t stretch your payments any longer



NUMBER FIVE

= Consider charitable giving



NUMBER SIX

= You may get hit with two withdrawals in the same
year



NUMBER SEVEN

= The tax penalty for missing RMDs is hefty



NUMBER EIGHT

= Excess distributions don’t count for next year



NUMBER NINE

=" RMDs apply to ROTH 401K plans too!




NUMBER TEN

= You can minimize (or avoid) RMDs by converting
your assets to a ROTH IRA



Fide’i‘y| RMD Calculator

Stamp of

Calculate your required minimum distribution (RMD
Approval

Use this tool to calculate your RMD for the year. If you're already a Fidelity customer, login and we'll
calculate your RMD for you.

Tell us about yourself

We use the information below to estimate your RMD for this year.How is my RMD calculated?

Yourdateofbith  Month / / Month/dd/yyyy

Is your spouse the only primary Yes No
beneficiary of this account?

Tell us about your retirement account

Account balance as of 12/31/2020 $

Be sure to adjust this balance to include any pending transfers
or rollovers into this account.

Estimated rate of return o,
What does this mean? ° 550 %
This percentage is used to estimate your future RMDs. If you're

not sure what your rate is, consider using the default rate shown above

Exit

See Your Estimated RMD



IRS PUBLICATION
590-B

Page 7 — Intro to RMDs

Page 9 — How to calculate
RMDs

Page 12 —Which life
expectancy table to use

Department of the Treasury
Internal Revenue Service

Publication 590-B

Cat. No. 66303U

Distributions
from Individual
Retirement
Arrangements
(IRAs)

For use in preparing

2 02 0 Returns

Get forms and other information faster and easier at:

+ RS.gov (Engish) * IS, gov/Korean (£1=0()

. (Espaol) + R )
X e v

Contents
What'SNeW ... ........................... 1

Reminders

Introduction

Chapter 1. Traditional IRAs
What if You Inherit an IRA? ¥
When Can You Withdraw or Use Assets? ....... z
When Must You Withdraw Assets? (Required

Minimum Distributions) . .
Are Distributions Taxable? . S—
What Acts Result in Penalties or Additional

Taxes? . 22
Chapter 2. Roth IRAs . 29
What Is a Roth IRA? . . . ce.... 30
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Must You Withdraw or Use Assets? . ......... 34
Chapter 3. Coronavirus Relief .............. 35
Qualified Coronavirus-Related Distributions 35
Taxation of Qualified
Coronavirus-Related Distributions . . 35
Repayment and Inclusion in Income of
Qualified Coronavirus-Related
Distributions & 36
Chapter 4. Disaster-Related Relief . 36
Qualified Disaster Distributions . 37
Repayment of Qualified Disaster
Distributions B 38
Repayment of Qualified 2018, 2019, and
2020 Distributions for the Purchase or
Construction of a Main Home 39
How To Get Tax Help . 40
Appendices " 44
Index o 65

What's New

Coronavirus-related distributions. Recent legislation
contains special rules that provide for tax-favored with-
drawals, income inclusion, and repayments for certain in-
dividuals who were impacted by the coronavirus in 2020.
See Coronavirus Relief, later.

Special rules for qualified disaster distributions and
repayments expanded. The special rules for qualified
disaster distributions and repayments are expanded to
apply to those disasters described in the Taxpayer Cer-
tainty and Disaster Tax Relief Act of 2020. A qualified dis-
aster is now expanded to include a major disaster that
was declared before February 26, 2021, by the President
under section 401 of the Stafford Act and that occurred on
or after December 28, 2019, and on or before December
27, 2020, and continued no later than January 26, 2021



WHERE CAN | FIND THE LATEST TABLE?

= https://www.federalregister.gov/documents/2020/1 1/12/2020-
24723/updated-life-expectancy-and-distribution-period-tables-
used-for-purposes-of-determining-minimum



Shown Here:
Introduced in House (05/04/2021)

117t CONGRESS
1sT SEssIoN H R 29 54
° ]

To increase retirement savings, simplify and clarify retirement plan rules, and for other purposes.

IN THE HOUSE OF REPRESENTATIVES
May 4, 2021
M. Near (for himself and M. Brapy) introduced the following bill; which was referred to the Committee on Ways and Means, and in addition to the Committees on Financial
Services, and Education and Labor, for a period to be subsequently determined by the Speaker, in each case for consideration of such provisions as fall within the jurisdiction

of the committee concerned

A BILL

To increase retirement savings, simplify and clarify retirement plan rules, and for other purpeses.
Be it enacted by the Senate and House of Representatives of the United States of America in Congress assembled,

SECTION 1. SHORT TITLE; TABLE OF CONTENTS.
(a) SHorT TrrLE.—This Act may be cited as the “Securing a Strong Retirement Act of 2021™

(b) TaBLE OF CoNTENTs.—The table of contents for this Act is as follows:

e: table of contents.

TITLE I—EXPANDING COVERAGE AND INCREASING RETIREMENT SAVINGS

Sec. 101. Expanding automatic in retirement plans

Sec. 102_Modification of credit for small emplover pension plan startup costs

Sec 103 Promaoy

104. Enhancement of 403(b) plans

c. 105. Increase in age for required beginning date for mandatory distributions

Will the starting age increase to 75?

H.R.2954 —
SECURING A
STRONG
RETIREMENT
ACT OF 2021




QUESTIONS?

EMAIL: JPAK@OTIUMAG.COM
PHONE: 310-737-8266




