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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 REFORM ACT 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 11% 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%



INCEPTION OF 
RMD



Part III – Treatment of Distributions, Section 4974 (page 381 of 882) 



TAX RATES 
WERE REALLY 
HIGH BEFORE 
THE 86 ACT



TAX RATES 
WERE REALLY 
HIGH BEFORE 
THE 86 ACT

World War I

World War II



THE PRINCIPLE OF THE FIVE W’S (AND ONE “H”)

Who Who WhatWhat WhenWhen

WhereWhere WhyWhy HowHow



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.  

 1st Exception: Your first distributions 
may be delayed until April 1st of the 
year following the year in which you 
reach age 72, which is called required 
beginning date (RBD).

 2nd 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 31st of the year



WHERE ARE RMDS COMING OUT OF?

Qualified plans: 
401K, profit sharing 
plans, and money 
purchase plans

403(b) plans 457 Plans Traditional IRAs

SEP IRAs SIMPLE IRAs
Roth 401K, Roth 
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 
CALCULATE THE 
RMD AMOUNT?

Distributions are calculated by dividing your 
account balance from December 31 of the prior 

year by the appropriate life expectancy factor 
from the RMD tables published by the IRS. 

Distributions are calculated by dividing your 
account balance from December 31 of the prior 

year by the appropriate life expectancy factor 
from the RMD tables published by the IRS. 

Need four variables: 1) RMD tables 2) Your age 3) 
Retirement balance from prior year 4) A basic 

calculator  

Need four variables: 1) RMD tables 2) Your age 3) 
Retirement balance from prior year 4) A basic 

calculator  



WHICH TABLE APPLIES TO WHOM?

Life Expectancy Tables

Uniform 
Lifetime 

Table

Joint and 
Last Survivor 

Table

Single Life 
Table



UPDATE

All three Life 
Expectancy tables 

have been 
updated for 2022

Result: New 
RMDs will be 

lower than Old 
RMDs



HOW DO YOU CALCULATE RMDS



FIND YOUR 
LIFE 
EXPECTANCY 
FACTOR

OLD



FIND YOUR 
LIFE 
EXPECTANCY 
FACTOR

This is the latest unform lifetime table table

NEW



RESULTS OF THE UPDATED TABLE

Old RMD (2021) – Age 72

$100,000 / 25.6 = 
$3906.25

New RMD (2022) – Age 72

$100,000 / 27.4 = 
$3649.63 

Result: Lower Distributions!



HOW ARE RMDS TAXED? Ordinary Income tax rates



WHAT HAPPENS IF YOU 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



CASE STUDY # 1 
– UNMARRIED 
OR MARRIED 
(AND SPOUSE IS 
NOT MORE THAN 
10 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. 

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
Use the Uniform Life Table  - The 
most commonly used table



GATHER THE 
INFORMATION

1) RMD Table used is the 
Uniform Life Table – his 
life expectancy factor is 

22.9

1) RMD Table used is the 
Uniform Life Table – his 
life expectancy factor is 

22.9

2) Use age 75 2) Use age 75 

3) Balance is $200,0003) Balance is $200,000

4) Take $200,000 / 22.94) Take $200,000 / 22.9



ANSWER $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. 

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 II – Joint life and last survivorUse table II – Joint life and last survivor



GATHER THE 
INFORMATION

1) RMD Table used is the 
Joint Life Expectancy 

Table – his life expectancy 
factor is 28.1

1) RMD Table used is the 
Joint Life Expectancy 

Table – his life expectancy 
factor is 28.1

2) Use age 72 and 61 2) Use age 72 and 61 

3) Balance is $100,0003) Balance is $100,000

4) Take $100,000 / 28.14) Take $100,000 / 28.1



LATEST –
JOINT LIFE 
EXPECTANCY 
TABLE



ANSWER $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.

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.

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 1 – Single Life Table when you are 
the beneficiary of an inherited retirement 
account

Use Table 1 – Single Life Table when you are 
the beneficiary of an inherited retirement 
account



GATHER THE 
INFORMATION

1) RMD Table used is the Single Life Table I –
his life expectancy factor is 29.8
1) RMD Table used is the Single Life Table I –
his life expectancy factor is 29.8

2) Use age 57 as the starting point2) Use age 57 as the starting point

3) Balance is $300,0003) Balance is $300,000

4) Take $300,000 / (29.8 – 3) = 26.84) Take $300,000 / (29.8 – 3) = 26.8



SINGLE LIFE 
EXPECTANCY



ANSWER $11,194.03



INHERITED IRA - TIP  Now, if you already started taking RMDs from 
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 1 in each 
subsequent year.



TOP 10 RMD 
STRATEGIES



NUMBER ONE

Don’t get blindsided – Mark your calendar



NUMBER TWO

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



Stamp of 
Approval



IRS PUBLICATION 
590-B

 Page 7 – Intro to RMDs

 Page 9 – How to calculate 
RMDs

 Page 12 – Which life 
expectancy table to use 



WHERE CAN I FIND THE LATEST TABLE?

 https://www.federalregister.gov/documents/2020/11/12/2020-
24723/updated-life-expectancy-and-distribution-period-tables-
used-for-purposes-of-determining-minimum



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

Will the starting age increase to 75?



QUESTIONS?
EMAIL: JPAK@OTIUMAG.COM

PHONE: 310-737-8266


