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When you reach age 72 you must begin to draw 
funds from your traditional (i.e., non-Roth) Individual 
Retirement Accounts (IRAs). In general, these required 
minimum distributions (RMDs) must begin by April 1, 
of the year following the year you reached age 72.
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If you have other sources of income to support you in retirement, it may make sense to take just 
the minimum required amount from your IRAs so more of your retirement money continues 
to be invested tax deferred on your behalf. Taking an amount in excess of what is required or 
needed may waste a valuable tax-deferral opportunity. For those entering the distribution phase 
of retirement investing, it is important to have a solid distribution strategy in place.

How Do You Calculate RMDs?
To calculate your RMD for the current year, divide your year-end retirement account value for the 
previous year by the appropriate factor from the IRS Uniform Distribution Table (below). If you 
made a rollover out of an IRA at year-end, you should consult your tax advisor about whether 
you need to include that amount rolled out of the IRA in that IRA’s year-end value. 

The Uniform Distribution Table assumes a life expectancy based on the owner’s age and an 
assumed beneficiary who is 10 years younger. A different table is used if your beneficiary is your 
spouse and he or she is more than 10 years younger than you. Owners already receiving RMD’s 
will use the Uniform Distribution Table.

Age AgeAge Age AgeFactor FactorFactor Factor Factor

70 90 11080 100

81 101

82 102

83 103

84 104

85 105

86 106

87 107

88 108

89 109

27.4 11.4 3.118.7 6.3

17.9 5.9

17.1 5.5

16.3 5.2

15.5 4.9

14.8 4.5

14.1 4.2

13.4 3.9

12.7 3.7

12.0 3.4

72 92 11225.6 10.2 2.6

74 94 11423.8 9.1 2.1

76 96

77 97

78 98

79 99

22.0 8.1

21.2 21.2

20.3 7.6

19.5 7.1

71 91 11126.5 10.8 2.9

73 93 11324.7 9.6 2.4

75 95 115+22.9 8.6 1.9
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The RMD Calculation Formula

Multiple IRAs

End-of-Year Account Value

Example: Using the RMD Factor

RMD=
Uniform Distribution 

Table Factor

Dean had an account value of $300,000 in the year he 
reached age 72. His first year RMD would be calculated 
as follows: $300,000 / 25.6 = $11,718.75 (Note that the 
distribution factor 25.6 came from the table above). If 
the only beneficiary on the IRA is a spouse more than 
10 years younger than the IRA owner, the IRA owner 
would instead use the IRS provided joint life expectancy 
tables to determine the appropriate distribution factor.

If you have more than one traditional IRA, you must determine a separate required distribution 
for each IRA because different distribution factors may apply in some cases. However, you can 
total these minimum amounts and take the total from any one or more of the IRAs. 

Example: 
Susan turned age 72 on June 1 of last year, so her first distribution is due for this year, based on 
last year’s year end values (although she may defer the distribution as late as April 1 of next year, 
as discussed earlier).

She has two traditional IRAs: 
On December 31 of last year, her account balance from IRA 1 was $10,000. Susan’s brother is 
the beneficiary of this IRA, so her RMD is determined by dividing the previous year-end balance 
by the appropriate distribution factor from the Uniform Table (25.6). This IRAs RMD would be 
$10,000 / 25.6 = $390.63. 

On December 31 of last year her account balance of IRA 2 was $20,000. Susan’s husband, age 
50, is the only beneficiary of IRA 2, so her RMD is determined by dividing the previous year end 
balance by the joint life expectancy of Susan and her husband obtained from the tables in IRA 
publication 590 (34.9). This IRAs RMD would be $20,000 / 34.9 = $573.07. The combined RMD for 
this year of $963.70 can all be taken from either IRA or part from each.
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Converting Your Traditional IRA Into a Roth IRA
Another option you may have is to convert your traditional IRA into a Roth IRA.  What you may 
not realize is that your IRA is filled with taxes. Most people don’t understand when they look at 
their statements that the value of their IRA is not all theirs. The reality is that part of it belongs 
to Uncle Sam. Think of it as a lien against your IRA. The good news is that all taxpayers have the 
ability to convert their traditional IRA to a Roth IRA. It’s important to note that the calculations 
on whether or not an individual should convert to a Roth IRA are extremely complex and  
should be done by a professional who understands both investment and tax implications. 
Some of the factors to consider when converting your IRA to a Roth IRA include: 

• Your investment timeline.
• Whether or not you have assets to pay the resulting income taxes outside of your retirement 

account or if the assets from your retirement account will be required to pay that tax.
• Your current income tax bracket and whether or not itemize deductions or the alternative 

minimum tax will come into play because of the Roth conversion. 
• Your anticipated income tax bracket in retirement and whether or not you believe income 

tax rates will be lower or higher in the future. 

The most basic definition of retirement success is 
the ability to get all the income you need during 
retirement while keeping up with inflation and not 
running out of money. Prior to doing a Roth conversion 
you should have first completed a comprehensive 
financial plan that will estimate your probability of 
success is in achieving your basic retirement goals 
based on current conditions. Once this initial plan 
has been created, you can then overlay the Roth 
conversion analysis to see whether or not the Roth 

conversion will improve or hurt your probability of success. Because of recent market turmoil 
some people now have IRA values that are lower than what they were two, three, four, five and 
even 10 years ago. 
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Because the tax treatment on the Roth IRA allows for tax-free withdrawals on earnings once 
your money has been in the Roth for a period of five years and you have reached age 59 1/2, 
the effects of tax-free compounding could be significant in your long-term plan. Here’s the 
best scenario for this idea: your traditional IRA is (or was) loaded with equities and took a 
major beating during the stock market downturn. As a result your account is now worth a lot 
less than it once was. Correspondingly, the tax hit from converting your traditional IRA into a 
Roth account right now would also be a lot less than before. Why? 

Because a Roth conversion is treated as a taxable 
liquidation of your traditional IRA followed by a 
nondeductible contribution to the new Roth account. 
While even the reduced current tax hit from converting 
is unwelcome, it may be a relatively small price to 
pay for future tax savings. After the conversion, all 
the income and gains that accumulate in your Roth 
account and all withdrawals will be totally free of 
any Federal taxes — assuming you meet the tax-free 
withdrawal rules. In contrast, future withdrawals from 
a traditional IRA could be hit with tax rates that are much higher than today’s rates. 

Of course, conversion is not a no-brainer. You have to be satisfied that paying the up-front 
conversion tax bill makes sense in your circumstances. In particular, converting a big account 
all at once could push you into a higher tax bracket, which may not be good. You must also 
make assumptions about future tax rates, how long you will leave the account untouched, the 
rate of return earned on your Roth IRA investments and so forth.
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Additional RMD Start Date Information
If you choose to wait until April 1 of the year following the year you turn 72 to receive your first 
distribution, you will need to take a second distribution by December 31 of the same year. All 
subsequent distributions must be taken by December 31 each year. If an IRA owner dies after 
turning 72 but before the distribution for the year of death has been made, the distribution must 
be made to the beneficiary in the year of death.

Beneficiary RMDs
Spouse beneficiaries have a choice of whether to roll the assets into their own IRA immediately, 
to roll later, or to leave the assets in a Beneficiary IRA. The outcome of their decision should 
depend on the beneficiary’s age and need for access to the assets. Before making a decision, 
the beneficiary should consult with his or her financial advisor and tax advisor.

Spouse beneficiaries younger than age 59 ½ who need access to IRA assets may avoid tax penalties 
by maintaining the IRA as a Beneficiary IRA from which withdrawals are not subject to penalty. 
However, it is important to note that withdrawals are still subject to ordinary income tax. 
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Non-spousal beneficiaries are not permitted to roll inherited IRA assets to their own IRA but 
can leave inherited IRA assets in a Beneficiary IRA. While they are required to take RMDs from 
a Beneficiary IRA, the remaining assets can continue to potentially grow tax deferred.

The SECURE Act made some significant changes to RMD planning. The beneficiary of an IRA is 
no longer subject to annual RMDs, but is now required to distribute the entire account within 
10 years following the year of the original account owner's death. This 10-year rule also applies 
to Roth IRAs.

Consolidating IRAs 
Why consolidate to a single IRA?

Many retirees have assets in a variety of accounts. Consolidating assets in a single IRA may 
reduce the chance of a calculation error. The penalty for missing an RMD is 50% of the 
amount that was required to have been taken in any given year. For example, a missed $1,000 
distribution would result in a $500 penalty. In addition, consolidating to a single IRA may: 

• simplify assets allocation and rebalancing
• simplify tax reporting
• simplify beneficiary review and management
• reduce fees

There may be withdrawal penalties or fees associated with consolidating your assets. Check 
with your tax and financial professionals to see if this makes sense for you. 
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RMDs can present planning opportunities for individuals who do not have a need for all 
of the assets.

Individuals who are 72 years or older, can transfer up to $100,000 of their IRA distributions 
directly to charity. The money given to charity satisfies the RMD. However, the amount is not 
included in income or counted as a charitable deduction. This can be beneficial as keeping the 
donation outside of the donor’s adjusted gross income may help the donor qualify for other 
tax breaks (I.E. a higher amount of medical expenses may be deductible), reduce taxes on 
Social Security benefits, and avoid a possible Medicare surcharge. 

Additional opportunities may include:
• Charitable giving options - Qualified Charitable Distributions (QCD)

RMD Planning Opportunities
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At the end of the day, you’ve spent years working and saving for your retirement, 
and there’s no doubt that the day will arrive when you have to start paying taxes on 
that money. While it’s not an unavoidable fact, the good news is you can construct 
a plan to help decrease the financial impact when it comes time to pay your taxes. 
As with most matters regarding money in retirement, consulting a financial advisor 
and CPA is critical in advance of your 72nd birthday so that you are informed of the 
requirements and possible courses of action in order to avoid mistakes that could 
end in expensive penalties.

We are here to help you with any questions you have about your retirement. To 
receive a complimentary, no-obligation Retirement Analysis or to meet with a 
Barber Financial Advisor, contact us today!

913-393-1000  |  barberfinancialgroup.com

In Conclusion
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NOTES
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NOTES



An investor should consider the investment objectives, risks, charges and expenses associated with 529 plans before investing. This information may be found in the 
Offering Statement. The tax implications of a 529 plan should be discussed with a qualified tax advisor.

529 plans are tax-advantaged investment vehicles designed to help save for future college expenses.

Resources: All charts and graphs obtained from IRS Publication 590, Individual Retirement Arrangements (IRAs). This publication can be found on the Internal Revenue 
Service Website www.irs.gov.

Investment advisory services offered through Barber Financial Group, Inc., an SEC Registered Investment Adviser.
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