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General Disclaimer and Copyright 

The material included in this booklet is developed from sources believed to be reliable. This includes the 
Internal Revenue Code, IRS Regulations, IRS Revenue Rulings, IRS Revenue Procedures, IRS Notices 
and other IRS publications. 

The booklet provides a high-level overview of the rules that apply to the topics covered. Additional 
resources are needed in order to get a complete understanding of the topics covered.  

While reasonable effort has been made to ensure the accuracy of the material included, there is no 
guarantee that it does not include typos or errors. If you find a typo, please let us know; we will make any 
required corrections and send you a copy of the updated version. 

The material uses rules that are in effect for tax year 2021 and at the time the booklet is written. In any 
case where 2021 material is not available at the time the booklet is being prepared, 2020 information will 
be used.  

Bear in mind that the governing laws and authoritative bodies do change the rules frequently, which may 
cause the material to become outdated. Any changes for 2021 that affect this booklet will be published at 
www.irapublications.com. 

The target audience is advisors and other individuals who already have at least a basic understanding of 
the rules that govern retirement accounts and is intended to serve as a quick reference or source of 
confirmation/reminder of the topics covered. 

Taxpayers should work with competent financial, tax or legal professionals to determine the rules that 
apply to their particular financial, retirement or tax planning profiles/cases. 

To make for a more user-friendly flow and comprehension, the material is written as if the reader is the 
IRA owner. 

The material included in this booklet is not intended to be used as tax or legal advice and must not be 
construed as such. 

Definitions of IRA related terms available at www.retirementdictionary.com  

All rights reserved. No part of this booklet may be reproduced in part or in whole, whether in 
electronic form or hard copy or by any other means, without the express written permission from 
the publisher. Not to be published on any website, intranet or any other online medium without 
the express written permission from the publisher. 

The author and publisher cannot be held liable for any damages, whether directly or indirectly, 
that anyone may feel can be attributed to this booklet. 

If you do not agree to be bound by these terms, please return the booklet for a full refund of your 
purchase price. 

© 2021 IRA Publications, LLC 

 



b | P a g e  
 
 

2021 Edition| IRA Quick Reference Guides | www.IRApublications.com | QRGB2021- V1 

About the Author 

Denise Appleby, MJ, CISP, CRC, CRPS, CRSP, APA, is a retirement plans 
consultant to financial, tax, and legal professionals. She is also a retirement plans 
trainer, freelance writer, editor, and owner of Appleby Retirement Plans Consulting, 
located on the Internet at http://www.applebyconsultinginc.com and the consumer free 
Website http://www.RetirementDictionary.com. Ms. Appleby's retirement-plans-related 
experiences include working as a retirement plans product manager, training manager, 
compliance consultant, technical help desk manager, and writer. She has written over 
500 articles for many financial newsletters, including http://www.Investopedia.com, 
Pershing LLC's Sixty Something, The Pershing Press, Ed Slott's IRA Advisor and as a 
Contributor at www.Forbes.com. 

 
Ms. Appleby is a frequent speaker at seminars, where she explains the rules and 
regulations that govern IRAs and qualified plans—including how to prevent paying 
avoidable taxes and penalties on distributions from retirement plans. Ms. Appleby has 
appeared on CNBC's “Business News,” Fox Business Network, and numerous radio 
shows, as well as being quoted in the Wall Street Journal, Investor's Business Daily, 
CBS Marketwatch's Retirement Weekly, and other financial publications, where she 
gave insights on the rules and regulations that govern retirement accounts.  

She received a Masters of Jurisprudence (M.J.) in Employee Benefits from The John 
Marshall Law School and a B.A. in Sociology from Rutgers State University. She has 
earned the following professional designations: The Accredited Pension Administrator 
(APA) from the National Institute of Pension Administrators; the Certified IRA Services 
Professional (CISP) designation from the Institute of Certified Bankers; the Chartered 
Retirement Plans Specialist (CRPS) designation from the College for Financial 
Planning; Certified Retirement Services Professional (CRSP) designation from the 
Institute of Certified Bankers; and the Certified Retirement Counselor (CRC) designation 
from the International Foundation for Retirement. 

She is a contributing-author of the following books 

- Roth IRA Answer Book. 
- Quick Reference to IRAs. 
- Adviser's Guide to Retirement Plans for Small Businesses 
- SIMPLE, SEP, and SARSEP Answer Book 

 

 



i | P a g e  
 
 

2021 Edition| IRA Quick Reference Guides | www.IRApublications.com | QRGB2021- V1 

 

Contents 
General Disclaimer and Copyright ................................................................................................................ a 

About the Author ........................................................................................................................................... b 

Reminders- Recent Changes to IRA Rules and Regulations ....................................................................... 1 

Changes made by the Setting Every Community Up for Retirement Enhancement Act of 2019 

(SECURE Act) .................................................................................................................................... 1 

A Summary of the CARES Act’s Provisions for RMD Waivers, Coronavirus Related Distributions and 

Loans ............................................................................................................................................... 2 

IRS Form 1099‐R and Form 5498 Changes for 2020 and 2021 ............................................................ 6 

2020: Form 1099‐R: Distributions for qualified birth and adoption. .................................................. 6 

2020: Form 5498: New repayment code. .......................................................................................... 6 

2020: Form 5498: Required minimum distributions (RMDs). ............................................................ 7 

IRS Publishes New RMD Tables ........................................................................................................ 7 

New Uniform Lifetime Table: Effective for distributions made after 2021 ......................................... 8 

1.  Summary of Operational Procedures for Setting Up Your IRA ............................................................. 9 

How to set up your IRA .................................................................................................................... 9 

Your Right to Revoke Your IRA ....................................................................................................... 11 

Funding Your IRA ........................................................................................................................... 11 

2.  Checklist: Designating your beneficiary for your IRA .......................................................................... 12 

3.  2021 Limits for IRAs & Employer Plans .............................................................................................. 14 

IRA and Salary Deferral Contribution limits if you are under age 50 as at year‐end 2021 ................ 15 

IRA and Salary Deferral Catch‐up contribution if you are at least age 50 as at year‐end 2021 ......... 15 

2021 MAGI limits for deducting regular contributions to Traditional IRAs ...................................... 16 

2021 MAGI limits for making a regular contribution to a Roth IRA .................................................. 16 

2021 AGI limits for eligibility for saver’s credit: salary deferral and IRA/Roth IRA contributions ..... 17 

4.  Traditional IRA Features and Benefits: Quick Reference Guide ........................................................ 18 

5.  Traditional IRA Funding Options: Quick Reference Guide ................................................................. 21 

Regular Traditional IRA Contribution .............................................................................................. 21 

Spousal Traditional IRA Contributions ............................................................................................ 22 

Recharacterization of Contribution Made to Roth IRA .................................................................... 23 

Deemed Traditional IRA Contribution ............................................................................................. 23 

Payroll Deduction IRA .................................................................................................................... 24 

Employer‐Sponsored IRA ................................................................................................................ 24 



ii | P a g e  
 
 

2021 Edition| IRA Quick Reference Guides | www.IRApublications.com | QRGB2021- V1 

Rollover from qualified plans [401(a) and 403(a)], 403(b) and governmental 457(b) plans [Not a 

Designated Roth Account (DRA)] .................................................................................................... 24 

6.  Traditional IRA Deductibility: Quick Reference Guide ........................................................................ 27 

Eligibility to deduct regular Traditional IRA Contribution ................................................................ 27 

Determination of “Who Is an Active participant” in an Employer Sponsored Plan .......................... 28 

7.  Roth IRA Features and Benefits: Quick Reference Guide .................................................................. 30 

8.  Roth IRA Funding Options: Quick Reference Guide .......................................................................... 32 

Regular Roth IRA Contribution ....................................................................................................... 32 

Spousal Roth IRA Contributions ...................................................................................................... 33 

Recharacterization of Contribution Made to Traditional IRA .......................................................... 33 

Deemed Roth IRA Contribution ...................................................................................................... 34 

Payroll Deduction IRA .................................................................................................................... 34 

Employer‐Sponsored IRA ................................................................................................................ 34 

Conversion from Traditional IRA, SEP IRA and SIMPLE IRA .............................................................. 35 

Retirement plan rollovers from qualified plans [401(a) and 403(a)], 403(b) and governmental 457(b) 

plans [non‐Roth] ............................................................................................................................ 36 

Designated Roth Accounts (DRA) [Roth 401(k), Roth 403(b) and Roth Governmental 457(b)] 

Rollovers ........................................................................................................................................ 38 

Military Death Gratuities and Service Members’ Group Life Insurance (SGLI) Payments ................. 39 

9.  Roth IRA vs. Traditional IRA: Quick Reference Guide ....................................................................... 40 

Regular IRA Contribution Limits ..................................................................................................... 40 

Contribution eligibility ................................................................................................................... 40 

Deadline| Regular IRA Contribution ............................................................................................... 41 

Eligibility to deduct contributions ................................................................................................... 41 

Age Limitation ................................................................................................................................ 42 

Saver’s Credit ................................................................................................................................. 42 

Treatment of earnings .................................................................................................................... 42 

Distributions | Optional Vs. Required ............................................................................................. 43 

10.  Saver’s Credit: Quick Reference Guide .......................................................................................... 44 

Eligibility Requirements ................................................................................................................. 44 

Eligible Contributions ..................................................................................................................... 44 

Credit Amount ............................................................................................................................... 45 

Reduction of Eligible Contributions ................................................................................................ 46 

11.  Checklist for Your Regular Traditional and Roth IRA Contribution ................................................. 47 



iii | P a g e  
 
 

2021 Edition| IRA Quick Reference Guides | www.IRApublications.com | QRGB2021- V1 

12.  The Transfer/Rollover Lingo: Recommend when communicating with financial institutions and plan 
trustees ........................................................................................................................................................ 50 

13.  Rollover and Transfer Permissibility: Quick Reference Guide ........................................................ 52 

Summary of rollover/transfer permitted between different type of accounts ............................... 53 

Rollover and Transfer Limitations for IRAs and Employer Sponsored Plans: Quick Reference ......... 54 

14.  Rollover and Transfer Rules for Nonspouse Beneficiaries: Quick Reference ................................ 60 

15.  Early Distribution Penalty Exceptions: Quick Reference Guide ...................................................... 62 

Exceptions to the 10% Early Distribution Penalty ‘by Type of Account’ ........................................... 62 

16.  Quick Reference: Substantially Equally Periodic Payments/SEPP/72(t): Quick reference Guide . 65 

SEPP Guidance ............................................................................................................................... 68 

17.  Roth IRA Distribution: Tax and Penalty Treatment: Quick Reference ............................................ 71 

Quick Reference # 1: Amounts Subject Income Tax and/or the 10% Penalty ................................... 71 

18.  Tax and Penalty Determination on Nonqualified Distribution from a Roth IRAs: Quick Reference 74 

19.  Required Minimum Distributions ..................................................................................................... 76 

Accounts Subject to RMDs.............................................................................................................. 76 

RMD Deadlines for Account Owners ............................................................................................... 77 

RMDs and Portability: Summary..................................................................................................... 79 

RMD Aggregation Rules .................................................................................................................. 80 

RMD Related Definitions ................................................................................................................ 81 

IRA RMD Calculation Formula ........................................................................................................ 83 

Uniform Lifetime Table .................................................................................................................. 84 

20.  IRA Beneficiary Distribution Options: When the IRA Owner Died on or before December 31, 2019
 85 

Traditional IRA Beneficiary Distribution Options ............................................................................ 85 

When the IRA Owner Dies before the Required Beginning Date (RBD) ........................................... 86 

When the IRA Owner Died on or after the Required Beginning Date (RBD) ..................................... 87 

Notes for Quick Reference ............................................................................................................. 88 

Roth IRAs: Beneficiary Distribution Options ................................................................................... 90 

Qualified Trust as Beneficiary ......................................................................................................... 91 

21.  IRA Beneficiary Distribution Options: When the IRA Owner Dies After December 31, 2019 ......... 92 

New 10‐Year Rule ........................................................................................................................... 92 

Exception to the 10‐Year Rule ........................................................................................................ 93 

Transition rule ................................................................................................................................ 93 

IRA Beneficiary Options: Eligible Designated Beneficiary & Designated Beneficiary under the SECURE 

Act ................................................................................................................................................. 93 



iv | P a g e  
 
 

2021 Edition| IRA Quick Reference Guides | www.IRApublications.com | QRGB2021- V1 

IRA Beneficiary Options: Nondesignated Beneficiary under the SECURE Act ................................... 94 

22.  Qualified Charitable Distributions .................................................................................................... 95 

General Rules and Requirements for Qualified Charitable Distributions ......................................... 95 

QCD and RMDs ............................................................................................................................... 97 

QCDs and Basis Amounts................................................................................................................ 98 

QCDs and Deductible Traditional IRA Contributions ..................................................................... 100 

23.  Tax Reporting Forms and Requirements for IRAs ........................................................................ 102 

IRS Form 1099‐R, Distributions from Pensions, Annuities, Retirement or Profit‐Sharing Plans, IRAs, 

Insurance Contracts, etc., ............................................................................................................. 102 

IRS Form 5498, IRA Contribution Information ............................................................................... 103 

IRS Form 990‐T, Exempt Organization Business Income Tax Return .............................................. 103 

IRS Form 1042‐S, Foreign Person’s U.S. Source Income Subject to Withholding ............................ 103 

Form W‐8CE, Notice of Expatriation and Waiver of Treaty Benefits .............................................. 104 

IRS Form 8606, Nondeductible IRAs .............................................................................................. 104 

IRS Form 5329, Additional Taxes on Qualified Plans (Including IRAs) and Other Tax‐Favored 

Accounts ...................................................................................................................................... 105 

IRS Form 8880, Credit for Qualified Retirement Savings Contributions .......................................... 105 

Appendix A. Life Expectancy Tables .................................................................................................. A 

Single Life Expectancy‐For Use by Beneficiaries ............................................................................ A 

Uniform Lifetime Table: For use by Unmarried Owners, Married Owners Whose Spouses Are Not 

More Than 10 Years Younger, and Married Owners Whose Spouses Are Not the Sole Beneficiaries 

of Their IRAs) ................................................................................................................................ C 

Appendix B: IRS’ Guide to Distribution Codes for IRS Form 1099‐R, as provided to IRA 

Custodians/Trustees by the IRS. ....................................................................................................... D 

Appendix C: Transactions Reported on IRS Forms 1099‐R and 5498 ................................................... I 

Recommended IRA Resources .................................................................................................................... J 

SIMPLE, SEP, and SARSEP Answer Book, 2020 Edition ............................................................................ K 

Roth IRA Answer Book, Ninth Edition ........................................................................................................... K 

 

 

 

 



1 | P a g e  
 
 

2021 Edition| IRA Quick Reference Guides | www.IRApublications.com | QRGB2021- V1 

 

Reminders‐ Recent Changes to IRA Rules and Regulations  
 
Changes made by the Setting Every Community Up for Retirement Enhancement 
Act of 2019 (SECURE Act) 
 

The SECURE Act, signed into law on December 20, 2019, made changes to some 
key rules that govern IRAs and employer sponsored retirement plans. The following 
is a summary of the changes that affect the IRA rules included in this Quick 
Reference Guide: 

 Change in start date for required minimum distributions 
Before the SECURE Act went into effect, IRA owners were required to start 
taking required minimum distributions (RMD) from traditional IRAs (this 
includes SEP IRAs and SIMPLE IRAs for this purpose) by April 1 of the year 
that follows the year in which the IRA owner reached age 70-½. This is 
referred to as the required beginning date (RBD). 
 
Under the new rules enacted under the SECURE Act, the RBD is now April 1 
of the year that follows the year in which the IRA owner reaches age 72.  
This change is effective for IRA owners who reach age 70½ after December 
31, 2019. IRA owners who reached age 70½ on or before December 31, 2019 
are subject to the pre-SECURE Act rules and must continue to take their 
RMDs. 
 

 Repeal of Age Limit for Traditional IRA Contributions 
Before the changes under the SECURE Act went into effect, an individual 
would not have been eligible to make a regular contribution to a Traditional 
IRA for a year, if that individual was age 70½ or older as of the end of that 
year. For instance, an individual is not eligible to make a regular Traditional 
IRA contribution for 2019, if he or she was at least age 70½ on December 31, 
2019. 
 
The SECURE Act repealed that age limit for Traditional IRA contributions 
made for 2020 and after. As a result, anyone is eligible to make a regular 
contribution to a Traditional IRA – for 2020 and after-regardless of age, as 
long as he or she has eligible compensation. This is now consistent with 
regular Roth IRA contributions, which has never been subject to any age limit.  
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 Penalty-Free Distributions for Birth of Child or Adoption 
A new exception has been added to the 10% early distribution penalty, which 
applies to distributions taken before the IRA owner reaches age 59 ½. Under 
this exception, penalty free distributions are permitted for qualified birth or 
adoption distributions, up to a $5,000 limit per child. 
 

 Change in Beneficiary Options for Distributions from Inherited IRAs 
Pre-SECURE Act, a designated beneficiary was permitted to take 
distributions over his or her life expectancy, if the IRA owner died before the 
RBD. If the IRA owner died on or after the RBD, the designated beneficiary 
was permitted to take distributions over the longer of the decedent’s 
remaining life expectancy or the beneficiary’s life expectancy. 
 
Under the SECURE Act, designated beneficiaries who inherit IRAs after 
December 31, 2019 are subject to a new 10-year rule. A beneficiary has to be 
an eligible designated beneficiary, to be eligible to use the beneficiary’s single 
life expectancy to calculate post-death RMDs. 
 
 

A Summary of the CARES Act’s Provisions for RMD Waivers, Coronavirus 
Related Distributions and Loans  
 
The Coronavirus Aid, Relief, and Economic Security (CARES) Act was signed into 
law on March 27, 2020 and includes provisions that are intended to provide relief for 
the economic downturn caused by the coronavirus disease 2019 (COVID-19). The 
following is an overview of some of the provisions for retirement savings accounts. 
 
Waiver of RMD for 2020 
Owners of tax-deferred retirement accounts were otherwise supposed to take a 
required minimum distribution (RMD) from those retirement accounts for 2020, as 
long as they were at least age 70½ on December 31, 2019. 
 
Generally, the formula for calculating a 2020 RMD includes the fair market value 
(FMV) of the account as of December 31, 2019. Because of the recent downturn of 
the stock market, 2020 RMDs- which would have been calculated using the 
December 31, 2019 FMV- would represent a disproportionate percentage of the 
current market value of the retirement account. 
 
To address this issue, the CARES Act waives RMDs for 2020. As a result of this 
waiver, there are no 2020 RMDs for the following accounts: 

 Accounts under defined contribution plans, such as 401(k)s and profit-sharing 
plan accounts,  

 403(a) qualified annuity plans,  
 403(b)s plans,  
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 An eligible deferred compensation 457(b) plan maintained by a State, political 
subdivision of a State, and any agency or instrumentality of a State or political 
subdivision of a State, and  

 Traditional IRAs (which includes SEP IRAs and SIMPLE IRAs for this 
purpose). 

 
The CARES Act RMD waiver does not apply to defined benefit plans. 
 
Reminder: RMDs do not apply to Roth IRA owners. 
 
Waiver for certain 2019 RMDs not taken in 2019 
While an RMD is usually required to be taken by December 31 of the year for which 
it is due, an exception applies for the year for which the first RMD is due- which is 
usually the year in which the individual reaches age 70 ½.  
 
For employer sponsored retirement plans that permit participants to defer RMDs 
past age 70 ½, the first RMD would be due for the year in which a participant in that 
plan retires from working with the employer that sponsors that retirement plan- if that 
is later than the year in which the individual reached age 70 ½. 
 
Under the exception to the December 31 deadline, the RMD for the first RMD year 
may be taken as late as April 1 of the following year, which would mean a deadline 
of April 1, 2020 for those whose first RMD was due for 2019.  
 
This April 1 deadline is referred to as the required beginning date (RBD).  
 
These 2019 RMDs are split under the CARES Act, with the 2020 RMD waiver 
applying only to such amounts that were not distributed by December 31, 2019. 
 
Please note: For years after 2019, the RMD age is increased to 72, which would 
make the RBD for someone who reaches age 70 ½ after December 31, 2019, April 
1 of the year that follows the year in which the individual reaches age 72. 
 
Rollovers of 2020 RMDs That Are No Longer RMDs 
An RMD is not eligible to be rolled over. But, since these 2020 RMD amounts are no 
longer classified as RMDs because of the CARES Act, those amounts may be rolled 
over within 60-days of the account owner receiving the amount, as long as the 
amount is eligible for rollover.  
 
August 31 exception: An exception applies to this 60-day deadline, if the amount is 
rolled over by August 31, 2020. 
 



4 | P a g e  
 
 

2021 Edition| IRA Quick Reference Guides | www.IRApublications.com | QRGB2021- V1 

An example of an amount that would not be eligible for rollover, is a distribution from 
an IRA that would break the one-per-12-month limitation that applies to rollovers 
between IRAs. Under this one-per-12-month limitation: 
 

an individual may perform an IRA-to-IRA rollover [taking a distribution from a 
Traditional IRA and rolling it (or a portion of it) over to the same or another 
Traditional IRA – or taking a distribution from a Roth IRA and rolling it over to 
the same or another Roth IRA] only once during a 12-month period.  

 
All of an individual’s traditional and Roth IRAs are aggregated for the purpose of this 
one-per-12-month limitation. 
 
An individual, who misses the 60-day deadline or is at risk of breaking the one-per-
12-month limitation, should contact an advisor whose areas of specialization include 
IRAs and distribution rules for retirement accounts.  
 
August 31 exception: An exception applies to this rule, if the amount is rolled over to 
the same IRA from which the RMD was taken. Under this exception, the amount 
must be rolled over by August 31, 2020. 
 
Caution: No Rollovers for Nonspouse Beneficiaries  
Generally, amounts distributed from inherited IRAs and other inherited retirement 
accounts are not eligible for rollover. Therefore, while the 2020 RMDs are waived for 
beneficiary(inherited) retirement accounts, distributions from these accounts may not 
be rolled over.  
 
An exception applies if the beneficiary is the surviving spouse of the decedent. 
Under this exception, a spouse beneficiary may roll over a distribution from an 
inherited IRA or other inherited retirement account, but the rollover must be made to 
the spouse’s own (not a beneficiary) retirement account. 
 
August 31 exception: An exception applies to this rule, if the amount is rolled over to 
the same beneficiary IRA from which the RMD was taken. Under this exception, the 
amount must be rolled over by August 31, 2020. 
 
One Year Extension for Beneficiaries Subject to the 5-Year Rule 
A beneficiary of a retirement account is subject to the 5-year rule, if the beneficiary 
inherited the retirement account from an owner who died by December 31, 2019; 
and the 5-year rule was elected by the beneficiary or applied under the terms of the 
governing plan agreement/document. 
 
Under the 5-year rule, distributions are optional, until December 31 of the 5th year 
that follows the year in which the retirement account owner died, at which time the 
entire balance must be distributed.  
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The CARES Act extends the 5-year period to 6 years, as long as the 5-year period 
would have included 2020. 
 
Coronavirus-related Distributions- Waivers and Extended Deadlines  
The CARES Act relaxes the income tax rules that applies to coronavirus-related 
distributions. A coronavirus-related distribution is defined as one that is made on or 
after January 1, 2020 and before December 31, 2020 to a qualified individual. A 
qualified individual is anyone who – 

A. is diagnosed, or whose spouse or dependent is diagnosed, with the virus 
SARS-CoV-2 or the coronavirus disease 2019 (collectively, "COVID-19") 
by a test approved by the Centers for Disease Control and Prevention 
(including a test authorized under the Federal Food, Drug, and Cosmetic 
Act); or 

B. experiences adverse financial consequences as a result of the individual, 
the individual's spouse, or a member of the individual's household (that is, 
someone who shares the individual's principal residence): 
 being quarantined, being furloughed or laid off, or having work hours 

reduced due to COVID-19; 
 being unable to work due to lack of childcare due to COVID-19; 
 closing or reducing hours of a business that they own or operate due to 

COVID-19; 
 having pay or self-employment income reduced due to COVID-19; or  
 having a job offer rescinded or start date for a job delayed due to 

COVID-19. 
Coronavirus-related distributions are capped at $100,000 per taxpayer. 
 
The provisions for coronavirus-related distributions include: 
 A waiver of the 10% early distribution penalty: Distributions from a retirement 

account are subject to a 10% early distribution penalty or additional tax, if they 
occur before the retirement account owner reaches age 59 ½, unless an 
exception applies. Coronavirus-related distributions have been added to the list 
of exceptions to the 10% early distribution penalty. 

 Extension of the 60-day rollover deadline: A rollover contribution is generally 
required to be completed within 60-days of the account owner receiving the 
distribution. The CARES Act extends the 60-day deadline to three years for 
coronavirus-related distributions. 

 Three-year income spread. Generally, a distribution from a retirement account is 
included in the recipient’s income for the year in which the distribution is made. 
The CARES Act allows retirement account owners to spread any portion of a 
distribution that is required to be included in income, ratably over the 3-taxable-
year period beginning with the taxable year of the distribution. 
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Increase in Loan Amounts 
For employer-sponsored retirement plans that permit loans, an eligible participant 
may borrow 50% of the participant’s vested account balance, up to $50,000. The 
CARES Act increases the $50,000 limit to $100,000 and the percentage limit to 100, 
for qualified individuals, for loans made during the 180-day period beginning on 
March 27, 2020- the date of the enactment of the Act. A qualified individual is a 
person who would meet the requirements for a coronavirus-related distribution. 
 
For participants who already have an outstanding loan on the plan, and whose 
vested account balance is $10,000 or less, a special calculation will need to be done 
to determine the loan amount for which such individuals are eligible. 
 
The information provided above is a high-level overview of the provisions made 
available under the CARES Act.  
 
 
IRS Form 1099-R and Form 5498 Changes for 2020 and 2021 

 
2020: Form 1099-R: Distributions for qualified birth and adoption.  

 Section 113 of the Setting Every Community Up for Retirement Enhancement 
Act of 2019 (SECURE Act), which is Division O of the Further Consolidated 
Appropriations Act, 2020 (P.L. 116-94), added section 72(t)(2)(H). This new 
section provides for a distribution of up to $5,000 for a qualified birth or 
adoption that is exempt from the 10% early distribution tax and that can be 
repaid. A custodian or trustee should use Code 1 if the participant has not 
reached age 59 ½ , and the distribution is made for a qualified birth or 
adoption distribution.  

 

2020: Form 5498: New repayment code.  

 The IRS added code “BA” for reporting a repayment of a qualified birth or 
adoption distribution. According to the instructions, the custodian or trustee 
must complete Boxes 14a and 14b as follows: 

o Box 14a. Repayments 
Enter the amount of any repayment of a qualified reservist distribution, 
a qualified disaster distribution (for example, a qualified 2019 disaster 
distribution), or a qualified birth or adoption distribution. 

o Box 14b. Code  
Enter “QR” for the repayment of a qualified reservist distribution, “DD” 
for repayment of a qualified disaster distribution, or “BA” for repayment 
of a qualified birth or adoption distribution. 
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2020: Form 5498: Required minimum distributions (RMDs).  

 The SECURE Act, section 114, has increased the RMD age from 701/2 to 72 
for taxpayers turning 701/2 after December 31, 2019. RMDs are reported in 
Boxes 12a. and 12b of Form 5498 

IRS Publishes New RMD Tables 
On November 6, 2020, the IRS publishes Final Regulations regarding updated life 
expectancy and distribution period tables used for purposes of determining required 
minimum distributions from qualified retirement plans, individual retirement accounts 
and annuities (IRA)s, and certain other tax-favored employer-provided retirement 
arrangements. These regulations affect participants, beneficiaries, and plan 
administrators of these qualified retirement plans and other tax-favored employer-
provided retirement arrangements, as well as owners, beneficiaries, trustees and 
custodians of individual retirement accounts and annuities. 

Effective Date: These final regulations are effective on November 12, 2020. 

Applicability Date: These final regulations apply to distribution calendar years (as 
defined in § 1.401(a)(9)-5, Q&A-1(b)), beginning on or after January 1, 2022. 

Please see next page for the new Uniform Lifetime Table, used to calculate RMDs for 
account owners. The Joint and Last Survivor Table and the Single Life expectancy 
Table will be published on www.retirementdictionary.com. 
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New Uniform Lifetime Table: Effective for distributions made after 2021 
Age of IRA Owner Distribution Period
72 27.4
73 26.5
74 25.5
75 24.6
76 23.7
77 22.9
78 22.0
79 21.1
80 20.2
81 19.4
82 18.5
83 17.7
84 16.8
85 16.0
86 15.2
87 14.4
88 13.7
89 12.9
90 12.2
91 11.5
92 10.8
93 10.1
94 9.5
95 8.9
96 8.4
97 7.8
98 7.3
99 6.8
100 6.4
101 6.0
102 5.6
103 5.2
104 4.9
105 4.6
106 4.3
107 4.1
108 3.9
109 3.7
110 3.5
111 3.4
112 3.3
113 3.1
114 3.0
115 2.9
116 2.8
117 2.7
118 2.5
119 2.3
120+ 2.0
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1. Summary of Operational Procedures for Setting Up Your 

IRA 

Certain standard requirements must be met when establishing your IRA. For 
example, your IRA Custodian is generally required to provide you with a disclosure 
statement for your IRA, at least 7 days before you open your IRA. If your IRA Custodian 
does not provide you with the disclosure statement until the date on which you open 
your IRA, they must give you 7 days from that date to revoke your IRA1. 

The disclosure statement must provide a plain-language explanation of certain 
provisions/rules that apply to your IRA, including when you may revoke your IRA and 
the procedure for revoking your IRA. 

IRA Custodians/Trustees often customize their IRA operational procedures, while 
ensuring that these procedures meet regulatory requirements. And, because the 
operational procedure and documentation requirement can vary among custodian, you 
should check with your IRA Custodian to determine their specific operational and 
documentation requirements that must be met for your IRA.  

How to set up your IRA 
 

The following are some general guidelines: 
 
1. Find an ‘IRS Approved’ IRA Custodian/Trustee  

The financial institution with which you open your IRA must be a bank, credit 
union, or other financial institution approved by the IRS to serve as 
Custodians/Trustees for IRAs. The list of nonbank Custodians is available online 
at  https://www.irs.gov/pub/irs-tege/nonbank_trustee_list.pdf  (Nonbank 
Trustees List as of April 1, 2020)  
 

2. Complete the Right Documentation  
Technically, you do not have an IRA unless the right documentation was used to 
set up your account, and properly signed by your and your IRA 
Custodian/Trustee. You must also be provided with certain disclosures by your 
IRA Custodian/Trustee: 
 IRA Plan Agreement |Your IRA Custodian/Trustee must provide you with an 

IRA Plan Agreement, which includes information about the terms and 
conditions under which the IRA must be maintained.  

 
This agreement is between you and your IRA Custodian/Trustee and includes 
information about IRA contribution and distribution rules, as well as 
investment rules/restrictions for your IRA.  

 
1 Treas. Reg. §1.408-6(d)(4) 
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The IRA Plan Agreement must be signed by your IRA Custodian/Trustee. In 
many cases, IRA Custodians/Trustees have their signatures pre-
affixed/stamped/printed on the IRA Plan Agreement. 
 
The IRA Plan Agreement is the Contract for your IRA. 
Complete and sign the IRA application (Adoption Agreement) for your IRA to 
acknowledge that you received the IRA Plan Agreement. Your IRA 
Custodian/Trustee should provide you with a copy of the signed agreement or 
a confirmation of receipt. Keep this for your records. 
 
Caution: Double check to make sure you complete the right type of IRA 
agreement. Some financial institutions combine the agreements for Roth IRAs 
and Traditional IRAs, but most keep them separate. If they are combined, 
make sure you choose the right options for the type of IRA that you want to 
establish. 

 
 IRA Disclosure Statement and Financial Disclosure | Your Custodian/Trustee 

should also provide you with a copy of their IRA Disclosure Statement and 
Financial Disclosure.  

 
The disclosure statement provides an explanation of the rules that apply to 
your IRA in nontechnical language. The financial disclosure is part of the 
disclosure statement and provides information about the potential 
performance of assets in which your IRA contributions are invested. 
 
Your IRA Custodian/Trustee should obtain your signed confirmation of receipt 
for the IRA Disclosure Statement and Financial Disclosure.  
In many cases, signing your IRA Adoption Agreement includes language that 
covers this requirement.  
 
By signing such an IRA Adoption Agreement, you acknowledge that you 
receive the disclosures.  
 
IRA Established: Your IRA is established when you receive the 
documentation (above). 
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Your Right to Revoke Your IRA 
You have seven calendar days after receiving the disclosure statement to revoke 
(cancel) your IRA.  
 
Your IRA Custodian/Trustee must provide you with your disclosure statement and copy 
of the governing agreement at least seven days preceding the date you establish your 
IRA. The disclosure statement may be provided less than the seven days, but no later 
than the date of establishment, if you are permitted to revoke the IRA within seven days 
after the IRA is established2. 
 
If you revoke your IRA within the revocation period, your IRA Custodian/Trustee must 
return the entire amount with which you established/funded your new IRA. 
 
Funding Your IRA  
Once your IRA has been established, you can make contributions. This includes regular 
contributions, transfers, and rollovers. See the quick reference guides on Traditional IRA 
Funding Options and Roth IRA Funding Options for information about the ways in which 
you can fund your Traditional and/or Roth IRA. 
 
Important: Discuss your investment options with your financial advisor. 
 

  

 
2 Treas. Reg. 1.408-6(d)(4) 
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2. Checklist: Designating your beneficiary for your IRA 
 
You are responsible for choosing who will inherit your IRA. This is done by 

completing a beneficiary designation form for your IRA. 
  
Most IRA Adoption Agreements (the form that you complete and sign to establish your 
IRA) include a space for naming the person or entity that you want to inherit your IRA. 
This can also be done on a separate IRA Beneficiary Designation Form. 
 
If you do not designate a beneficiary for your IRA, or name a replacement beneficiary if 
your original beneficiary dies, your beneficiary will be determined under the default 
terms of your IRA agreement.  
 
The following are some tips for your beneficiary designation:  
 
1. One beneficiary form for each IRA | Complete a separate beneficiary form for 

each of your IRAs. Your IRA Custodian/Trustee may have special forms for this 
purpose. If you want to use your own customized beneficiary form, be sure to 
check with your IRA Custodian/Trustee beforehand, to determine if they will 
accept such forms.  

2. Use a beneficiary form, not your will | If you want a particular individual (or 
multiple individuals) or entity such as a trust or charity to inherit your IRA, you 
must name that person or entity on your beneficiary form. Naming your 
beneficiary for your IRA in your Will has the same result as not naming a 
beneficiary for your IRA  

3. Update after life-events |Your beneficiary forms should be reviewed at least 
annually and updated whenever there are life events that affect your 
beneficiaries, such as birth, deaths, divorces, and marriages. 

4. Make sure nonperson beneficiaries exist| If your beneficiary is a charity or 
other non-person such as a trust, a verification process should be used to make 
sure it is still in existence and in good standing. 

5. If you name multiple primary beneficiaries, ensure that the total percentage 
assigned to each add up to 100 percent | The same rule applies if you name 
multiple contingent beneficiaries. Some IRA Custodians/Trustees will not honor 
beneficiary designation forms that do not meet this requirement. 

6. Name contingent beneficiaries| It is practical that you name contingent 
beneficiaries for your IRA. Your contingent beneficiary will inherit your IRA if your 
primary beneficiary dies before you do, or if your primary beneficiary disclaims 
the IRA. 

7. Spousal consent might be required |If you are married and name someone 
other than or in addition to your spouse as your primary beneficiary, you may 
need to obtain the consent of your spouse if you live in a community or marital 
property state.  These states are Alaska (if you and your spouse elect), Arizona, 
California, Idaho, Louisiana, Nevada, New Mexico, Texas, Washington and 
Wisconsin. 
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8. Be aware of default beneficiary provisions| IRA agreements usually include 
default beneficiary provisions that apply in the event you do not designate a 
beneficiary, or if your designated beneficiary predeceases you. The default 
beneficiary differs among custodians. The default provisions may not be 
consistent with your wishes. Ensure your beneficiary form is updated when 
necessary, so as to avoid your IRA being subject to default beneficiary 
provisions. 

9. Obtain Written Confirmation of Receipt | Unfortunately, beneficiary designation 
forms do get lost in the mail or misplaced by financial institutions. In most cases, 
this is not realized until the beneficiary submits a claim for the assets. To ensure 
that there is a reliable back-up solution, request a written confirmation-of-receipt 
from the Custodian/Trustee. This confirmation should include a ‘stamped receipt’ 
copy of the beneficiary designation form. 

10. Your other retirement accounts | Ensure that you complete the beneficiary 
forms for your other retirement accounts, such as any pension, 401(k) or 403(b) 
accounts, and use the tips above where applicable.  

 
 
 
Consult with your estate planning attorney for assistance with designating the 
beneficiary for your IRA. 
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3. 2021 Limits for IRAs & Employer Plans 

Regular IRA and employer contributions are subject to statutory limits.  
Contributions in excess of these limits are generally considered ‘excess’ contributions. 
Excess contributions must be corrected in accordance with IRS requirements, including 
applicable deadlines.  Contributions that are not corrected properly could be subject to 
excise tax and penalties. 

If you are employed, your employer might provide you with benefits under a 
retirement plan. These include: 

 401(k) Plan: These allow you to make salary deferral contributions of up to 100% of 
your compensation, or $19,500. If you are at least age 50 by the end of the year, you 
may make additional catch-up contributions of up to $6,500. These are federal limits. 
Your employer may choose to put limitations in place, that reduces to the amount 
that you are eligible to contribute. 
 

 403(b) Plan: These allow you to make salary deferral contributions of up to 100% of 
your compensation, or $19,500. If you are at least age 50 by the end of the year, you 
may make additional catch-up contributions of up to $6,500. These are federal limits. 
Your employer may choose to put limitations in place, that reduces to the amount 
that you are eligible to contribute. 

 
 Thrift Savings Plan: These allow you to make salary deferral contributions of up to 

100% of your compensation, or $19,500. If you are at least age 50 by the end of the 
year, you may make additional catch-up contributions of up to $6,500. These are 
federal limits. 

 
 SIMPLE IRA Plan: These allow you to make salary deferral contributions of up to 

100% of your compensation, or $13,500. If you are at least age 50 by the end of the 
year, you may make additional catch-up contributions of up to $3,000. These are 
federal limits. Your employer may choose to put limitations in place, that reduces to 
the amount that you are eligible to contribute. 

 
 SEP IRA: Your employer may choose to make contributions to your account. 

Check with your employer to determine your contribution limits, and the types of 
contributions that would be made to your account under the plan. 

The following are the statutory contribution limits to IRAs and retirement plans 
that may be provided by employers. 
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Important: Your contributions cannot exceed 100% of your compensation.  

IRA and Salary Deferral Contribution limits if you are under age 50 as at 
year-end 2021 
Type of retirement account Contribution limit 
Traditional IRA and/or Roth IRA $6,000 
401(k), 403(b), TSP salary deferral $19,500 
Governmental 457(b) plans salary deferral $19,500 
SIMPLE IRA salary deferral $13,500 
SIMPLE 401(k) salary deferral $13,500 
Defined Contribution plans and SEP IRAs dollar 
limitation 

$58,000 

 

IRA and Salary Deferral Catch-up contribution if you are at least age 50 as 
at year-end 2021 
This is in addition to the regular contribution limits above. 

Type of retirement account Contribution limit 
Traditional IRA and/or Roth IRA $1,000 
401(k), 403(b), TSP salary deferral $6,500 
Governmental 457(b) plans salary deferral $6,500 
SIMPLE IRA salary deferral $3,000 
SIMPLE 401(k) salary deferral $3,000 
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2021 MAGI limits for deducting regular contributions to Traditional IRAs 
Regular contributions to your traditional IRA are fully deductible, unless you are an 
active participant or married to an active participant. 

An active participant is someone who is covered or receive benefits under an employer 
sponsored retirement plan. If you are an active participant or married to someone who 
is, your eligibility to deduct your traditional IRA contribution is determined by your 
modified adjusted gross income (MAGI) and your tax filing status.  

In such cases, the following table can be used to determine your eligibility to claim a 
deduction for your regular traditional IRA contribution. 

Tax Filing Status MAGI Allowed 
deduction 

Single or Head of Household $66,000 or less 100%
$66,000 to $76,000 Partial
$76,000 or more None

Married filing jointly or a qualifying 
widower, and covered under an employer 
sponsored retirement plan 

$105,000 or less 100%
$105,000 to $125,000 Partial
$125,000 or more None

Married filing jointly. Not covered under 
an employer sponsored retirement plan, 
but spouse is covered 

$198,000 or less 100%
$198,000 to $208,000 Partial
$208,000 or more None

Married filing separately Less than $10,000 Partial

$10,000 or more None

 

2021 MAGI limits for making a regular contribution to a Roth IRA 
Roth IRA contributions are subject to MAGI limits.  

Your eligibility to make a regular contribution to your Roth IRA contribution is 
determined by your MAGI and your tax filing status.  The following table can be used to 
determine your eligibility to make a regular contribution to your Roth IRA. 

Tax Filing Status MAGI Allowed 
contribution

Single $125,000 or less 100%
$125,000 to $140,000 Partial
$140,000 or more None

Married filing jointly $198,000 or less 100%
$198,000 to $208,000 Partial
$208,000 or more None

Married filing separately Less than $10,000 Partial
$10,000 or more None
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2021 AGI limits for eligibility for saver’s credit: salary deferral and IRA/Roth 
IRA contributions 
If your adjusted gross income (AGI) falls below certain amounts, you are eligible for a 
nonrefundable tax credit for contributions that you make to your IRAs, and any salary 
deferral contributions that you make to employer sponsored retirement plans. This is 
referred to as the saver’s credit. 
 
The following table can be used to determine your eligibility for the savers credit. 
Credit 
Rate 

Married and files a 
joint return 

Files as head of 
household 

 
Other category of filers 

 Over Not 
Over 

Over Not Over Over Not Over 

50% $0.00 $39,500 $0.00 $29,625 $0.00 $19,750 
20% $39,500 $43,000 $29,625 $32,250 $19,750 $21,500 
10% $43,000 $66,000 $32,250 $49,500 $21,500 $33,000 
0% $66,000  $49,500  $33,000  
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4. Traditional IRA Features and Benefits: Quick Reference 

Guide 
Use this guide to determine the primary features and benefits that apply to a 
Traditional IRA. 
Traditional IRA: A Traditional individual retirement account (IRA) is a retirement 
savings vehicle, which allows owners to save for their retirement on a tax-deferred 
basis. 
Eligibility  Anyone can establish a Traditional IRA. However, funding 

options are determined by eligibility
Deadline to 
establish  
 

 If the IRA is being established to receive a contribution, it 
must be established and opened by the deadline by which the 
contribution must be made.  
For example, if the IRA is being established to receive your 
first regular IRA contribution, it must be established by your 
tax-filing due date. Otherwise, the IRA can be established at 
any time.

Regular 
contribution 
limit 
 

 $6,000 or 100% of eligible compensation, whichever is less. 
 Plus, catch-up contribution of $1,000 if you are at least age 50 

by the end of the year. 
 If you have multiple Roth and/or Traditional IRAs, this limit still 

applies.  
Tip: You can split your contributions between your Roth and 
Traditional IRAs, providing you meet the eligibility requirements 
for the IRA/s to which you choose to make your contribution.

Income 
requirement for 
regular 
contributions  

 You must have eligible compensation for the year, such as 
commissions, self-employment income, wages, salaries, tips, 
professional fees, bonuses, and other amounts you receive 
for providing personal services. 

 Scholarship and fellowship payments are compensation for 
IRA purposes only if shown in box 1 of Form W-2. For IRA 
purposes, compensation includes any taxable alimony and 
separate maintenance payments you receive under a decree 
of divorce or separate maintenance.  

 If you were a member of the U.S. Armed Forces, 
compensation includes any nontaxable combat pay you 
received.

Tax Deduction 
for regular 
contribution 
 

 If you are not an active participant and you are not married to 
an active participant, your IRA contribution is 100% 
deductible. 

 Being an active participant means being covered by or 
receiving benefits under an employer sponsored retirement 
plan. 
Your employer should indicate whether you are an active 
participant on your Form W-2, Wage and Tax Statement.
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 If you are an active participant or married to an active 
participant, your eligibility to claim a deduction for your 
contribution is determined by your tax-filing status and your 
modified adjusted gross income (MAGI) amount that you 
receive for the year.  

 If you are an active participant or married to an active 
participant, use the table below to determine whether you 
can claim a deduction for your Traditional IRA 
contribution

 

Deadline for 
regular 
contributions 

 April 153, 2021. Tax filing extensions do not apply.  
 Deadline may be extended for federal disasters, certain 

individuals in combat zones and qualified hazardous duty 
areas. 

Other funding 
options 

 See the “Traditional IRA Funding Options” quick reference 
guide for other funding options. 

Age Limitation  No age limit  

Saver’s Credit 
Eligibility 

 Yes. See the Saver’s Credit Quick Reference Guide for 
information.

Other funding 
options 

 See the “Traditional IRA Funding Options” quick reference 
guide for other funding options.

Tax treatment on 
earnings 

 Earnings grow on a tax-deferred basis. Earnings are added 
to ‘ordinary’ taxable income for the year distributed. 

Distributions 
Rules 

 Distributions may be taken at any time. Amounts will be 
treated as ordinary income and will be subject to the 10 
percent early distribution penalty if withdrawn while under the 
age of 59½, unless an exception applies. See the “‘Early 
Distribution Penalty Exceptions” quick reference guide for 
information.

 
3 When April 15 falls on a public holiday or weekend, the deadline is extended until the next business day 

Your Tax Filing Status Your MAGI Deduction Allowed 
Single $66,000 or less 100% 

$66,000 to $76,000 Partial  
$76,000 or more None 

Married filing jointly and you are 
an active participant 

$105,000 or less 100% 
$105,000 to $125,000 Partial  
$125,000 or more None 

Married filing jointly. You are not 
an active participant but you are 
married to an active participant 

$198,000 or less 100% 
$198,000 to $208,000 Partial  
$208,000 or more None 

Married filing separately Less than $10,000 Partial 
$10,000 or more None 

See the “Traditional IRA Deductibility” quick reference guide for more 
information on IRA contribution deductibility rules. 
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Required 
Minimum 
Distribution 

 If you reach age 70½ by December 31, 2019: You must 
begin taking RMDs for the year in which you reach age 70½. 
For the year in which you reach age 70½, that RMD can be 
deferred until April 1 of the following year. RMDs for every 
other year must be withdrawn from your IRA by December 31 
of the year.  

 If you reach age 70½ After December 31, 2019: You must 
begin taking RMDs for the year in which you reach age 72. 
For the year in which you reach age 72, that RMD can be 
deferred until April 1 of the following year. RMDs for every 
other year must be withdrawn from your IRA by December 31 
of the year.  
See the Required Minimum Distribution Quick Reference 
Guide for more information. 

 Beneficiaries are also subject to RMD rules. 
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5. Traditional IRA Funding Options: Quick Reference Guide 
 

Use this guide to determine some of the different ways in which a Traditional IRA 
can be funded and the rules that apply.
Traditional IRA: There are multiple options for funding a Traditional IRA, and each is 
subject to a strict set of rules. Failure to follow these rules could result in the funding 
being ‘ineligible’. As such, steps must be taken to ensure the rules are followed and all 
requirements are met. 
Use this guide to determine the different ways in which a Traditional IRA can be funded 
and the rules that apply. 
Regular Traditional IRA Contribution 
Dollar limit  $6,000 or 100% of eligible compensation, 

whichever is less. Plus, catch-up contribution of 
$1,000 if you are at least age 50 by the end of the 
year.

Tax Deduction for contribution 
 If you are not an active participant and you are not married to an active participant, 

your IRA contribution is 100% deductible. 
Being an active participant means being covered by or receiving benefits under an 
employer sponsored retirement plan, such as a 401(k), 403(b), governmental 
457(b), pension plan, SIMPLE IRA or SEP IRA 

 Your employer should indicate whether you are an active participant on your Form 
W-2, Wage and Tax Statement 
See the “Traditional IRA Deductibility” quick reference guide for more 
information about deductibility rules 

 If you are an active participant or married to an active participant, your eligibility to 
claim a deduction for your contribution is determined by your tax-filing status and 
your modified adjusted gross income (MAGI) amount that you receive for the year. 
If you are an active participant or married to an active participant, use the table 
below to determine whether you can claim a deduction for your Traditional IRA 
contribution. 

Your Tax Filing Status Your MAGI Deduction Allowed 
Single $66,000 or less 100%

$66,000 to $76,000 Partial 
$76,000 or more None

Married filing jointly and 
you are an active 
participant  

$105,000 or less 100%
$105,000 to $125,000 Partial 
$125,000 or more None

Married filing jointly. You 
are not an active participant 
but you are married to an 
active participant  

$198,000 or less 100%
$198,000 to $208,000 Partial 
$208,000 or more None 

Married filing separately Less than $10,000 Partial
$10,000 or more None
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Contribution deadline  April 154, 2021. Tax filing extensions do not apply. 
Deadline may be extended for federal disasters, 
certain individuals in combat zones and qualified 
hazardous duty areas.

Age Limitation  No age limit as of 2020
Income requirement  You must have eligible compensation for the year, 

such as commissions, self-employment income, 
wages, salaries, tips, professional fees, bonuses, 
and other amounts you receive for providing 
personal services.

Cash requirement  Must be made in cash (including checks, money 
orders and other cash instruments).  

Inherited IRA Rule  Cannot be made to an Inherited IRA (Beneficiary 
IRA).

Saver’s Credit Eligibility  Yes. See the Saver’s Credit Quick Reference 
Guide for information.

 

Spousal Traditional IRA Contributions 
A spousal IRA contribution is made by a working spouse, on behalf of a spouse 
who has little or no income. 
Eligibility   Same as those that apply to regular Traditional IRA contributions 

(dollar limit, contribution deductibility modified adjusted gross 
income (MAGI) limitation eligibility, contribution deadline, income 
requirement, Saver’s Credit Eligibility). See Option 1. 

Additional 
requirements 

 The couple must be married 
 Generally, contribution is based on income received by working 

spouse, because the spouse receiving the contribution has little 
or no income 

 If the non-working spouse receives a little income, that income 
can also be used to meet the compensation requirement for the 
IRA contribution 

 The couple must file joint tax return  
 Traditional IRA must be maintained separately from working 

spouse’s Traditional IRA 
 If the working spouse contributes to his (or her) own IRA, the total 

contribution to both IRAs cannot exceed eligible compensation 
received by both spouses for the year

  

 
4 When April 15 falls on a public holiday or weekend, the deadline is extended until the next business day 
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 Recharacterization of Contribution Made to Roth IRA 
A recharacterization of a Roth IRA contribution occurs when the Roth IRA 
contribution is reversed from the Roth IRA and deposited to a Traditional IRA 
as a Traditional IRA contribution. 
Eligibility   Same as those that apply to regular Traditional IRA contributions 

(dollar limit, contribution modified adjusted gross income (MAGI) 
limitation eligibility, contribution deadline, income requirement). 
See Option 1.

Deadline  Must be completed by tax filing deadline (generally April 15). If 
tax return or tax filing extension is filed by tax return due date, an 
automatic 6-month extension applies (generally until October 15).

Reminders  The contribution can be recharacterized only for the same tax 
year for which it was made to the Roth IRA 

 The recharacterized amount must include any net income 
attributable (NIA) to the contribution. 

 IRS special formula must be used to calculate NIA 
 A recharacterization must be done directly between the two IRAs 

(Roth and Traditional)
 

Deemed Traditional IRA Contribution 
A qualified plan [401(a) and 403(a)], 403(b) or a governmental 457(b) plan can 
maintain a separate account under the plan (a deemed IRA) to receive voluntary 
employee contributions. 
If the separate account otherwise meets the requirements of an IRA, it will be 
subject only to IRA rules. 
Eligibility   Same as those that apply to regular Traditional IRA contributions 

(dollar limit, contribution deductibility modified adjusted gross 
income (MAGI) limitation eligibility, contribution deadline, income 
requirement). See Option 1.

Key 
Features 

 Voluntary IRA contributions under a qualified plan [401(a) and 
403(a)], 403(b) and governmental 457(b) 

 Your participation is voluntary  
 Must be permitted under the plan in order for contribution to be 

made 
 Funded with amounts from net income (after taxes and other 

withholding from salary/wages) 
 Contributions are made you, the employee 
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Payroll Deduction IRA 
Your employer can implement an arrangement under which they withhold 
amounts from your paycheck and send the amount to an IRA as a regular IRA 
contribution. The amount is withheld from your net income (after taxes have 
been withheld). 
Eligibility   Same as those that apply to regular Traditional IRA contributions 

(dollar limit, contribution deductibility modified adjusted gross 
income (MAGI) limitation eligibility, contribution deadline, income 
requirement). See Option 1.

Key 
Features 

 Under a Payroll Deduction IRA, you establish an IRA with an IRA 
Custodian/Trustee and then authorizes a payroll deduction for the 
IRA 

 Your employer would be responsible for sending your deduction to 
your IRA 

 Your participation is voluntary  
 Funded with amounts from net income (after taxes and other 

withholding from salary/wages) 
 Contributions are made you, the employee

 

Employer-Sponsored IRA 
Your employer (or an employee association) can establish an employer-
sponsored IRA savings program, under which IRA contributions can be made.  
Employer contributions to these accounts would be treated as wages and 
reported on your Form W-2, Wage and Tax Statement.
Eligibility   Same as those that apply to regular Traditional IRA contributions 

(dollar limit, contribution deductibility modified adjusted gross 
income (MAGI) limitation eligibility, contribution deadline, income 
requirement). See Option 1

Key 
Features 

 Contributions are made you, the employee and/or your employer 
 Employer contributions are treated as wages and subject to Federal 

Insurance Contributions Act (FICA) and Federal Unemployment Tax 
Act (FUTA) withholding

Rollover from qualified plans [401(a) and 403(a)], 403(b) and governmental 457(b) 
plans [Not a Designated Roth Account (DRA)] 
A rollover occurs when amounts are distributed (withdrawn) from one 
retirement account and deposited to another retirement account as a rollover 
contribution. 
Eligibility   Anyone can rollover 

- No income requirement 
- No income limitation 
- No age limitation 
- No limitation on tax filing status 
- Individual must meet plan’s eligibility requirements for 

making withdrawal from the plan, in order to do the rollover  
- Permitted for spouse and non-spouse beneficiaries 
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- Not permitted for non-person beneficiaries, unless the 
beneficiary is a qualified trust 

- Non-spouse beneficiary can rollover to Inherited (Beneficiary) 
IRA, not to ‘own’ IRA.  

- Spouse beneficiary can rollover assets to inherited 
Traditional IRA or own Traditional IRA  

 Amount must be rollover-eligible. Amounts that are not rollover-
eligible include the following: 

- Any of a series of substantially equal distributions paid at 
least once a year over: 
 Your lifetime or life expectancy 
 The joint lives or life expectancies of you and your 

beneficiary, or 
- A period of 10 years or more 
- A required minimum distribution 
- Hardship distributions 
- Corrective distributions of excess contributions or excess 

deferrals, and any income allocable to these distributions, or 
of excess annual additions and any allocable gains  

- A loan treated as a distribution because it does not satisfy 
certain requirements either when made or later (such as 
upon default), unless the participant's accrued benefits are 
reduced (offset) to repay the loan  

- Dividends paid on employer securities, and 
- The cost of life insurance coverage.

Rollover 
Options 

 Direct Rollover 
- Assets paid directly from plan to Custodian/Trustee of 

Traditional IRA, for credit to the IRA 
- Not subject to the mandatory withholding rule that applies to 

eligible rollover distributions paid to you, the Traditional IRA 
owner  

- ‘One rollover per 12-month period’ rule does not apply 
 Indirect Rollover 

- Assets paid to Traditional IRA owner and rolled over to 
Traditional IRA within  

- 60 days of receipt 
- Payor must withhold 20% of taxable amount for federal 

income tax 
- If payor performs state tax withholding, state tax withholding 

rules also apply 
- ‘One rollover per 12-month period’ rule does not apply 
- Not available for non-spouse beneficiaries  

Reminders  RMD amounts must be taken before rollover  
 Ensure amounts are rollover-eligible. Your plan administrator must 

tell you how much is rollover-eligible
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 Amounts rolled over will continue to be tax-deferred until distributed 
 The 10% early distribution penalty does not apply to amounts rolled 

over 
 Taxes withheld from requested amount and not rolled over are 

treated as ordinary income, and are subject to the 10% early 
distribution penalty if done before age 59½ unless an exception 
applies 

 If your account balance includes employer stocks, check with your 
financial or tax professional to determine whether it makes better 
financial/tax sense to have the stocks paid to you instead of being 
rolled over. Employer stocks may be eligible for special tax benefits 
if certain requirements are met
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6. Traditional IRA Deductibility: Quick Reference Guide 
Use this guide to determine eligibility to claim a federal tax deduction for a 
contribution to a Traditional IRA 
IRA owners are responsible for tracking the nondeductible contributions made to their 
Traditional IRAs. IRA custodians do not maintain records for nondeductible 
contributions, as they are not required to do so. 
 
IRS Form 8606, Nondeductible IRAs, must be filed for any nondeductible contributions 
made to your IRA. Form 8606 must also be filed for distributions or Roth conversions 
from any of your Traditional, SEP, or SIMPLE IRAs, if you have ever made 
nondeductible contributions to a Traditional IRA. 
 
Penalties apply for failure to file Form 8606.
Eligibility to deduct regular Traditional IRA Contribution 
 If you are not an active participant or married to an active participant, you may 

deduct 100% of your contribution 
 If you are an active participant or married to an active participant, your eligibility to 

claim a deduction for your contribution is determined by your tax-filing status and 
your modified adjusted gross income (MAGI) amount that you receive for the year. 
In such cases, use the table below to determine whether you can claim a 
deduction for your Traditional IRA contribution

Notes: 
 100% means 

$6,000, unless 
you will be at 
least age 50 by 
12/31/2021, in 
which case it is 
$7,000. 

 If you are eligible 
for partial 
deduction (less 
than 100%), an 
IRS provided 
formula must be 
used to determine 
the amount that 
you are eligible to 
deduct. Most tax 
return preparation 

Tax-Filing Status Your MAGI Deduction 
Allowed  

Single $66,000 or less 100%
$66,000 to 
$76,000

Partial 

$76,000 or more None
Married filing jointly. Person 
making contribution is an 
active participant in an 
employer sponsored 
retirement plan

$105,000 or less 100%
$105,000 to 
$125,000

Partial 

$125,000 or more None

Married filing jointly. Person 
making contribution is not 
an active participant in an 
employer sponsored 
retirement plan, but is 
married to someone who is

$198,000 or less 100%
$198,000 to 
$208,000

Partial 

$208,000 or more None

Married filing separately Less than $10,000 Partial
$10,000 or more None
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software 
incorporates the 
formula and 
performs the 
calculation 

Note: The chart should be read from the perspective of the 
person for whom the contribution is being made. For example, 
if you are making the contribution and your status is married 
filing jointly, you would say “I am married, and I am an active 
participant, so the $105,000 to $125,000 range would apply to 
me” or “I am married, and while I am not an active participant, 
I am married to an active participant, so the $198,000 to 
$208,000 range would apply to me”.

Regular 
contribution limit 

$6,000 

Catch-up 
contribution limit 

$1,000 

Contribution 
deadline 

April 155, 2021 

Age Limitation  No age limit  

Active Participant Exception rule 
You would not be treated as an active participant for any taxable year include the 
following:  
 You are covered only under a social security retirement program 
 You receive only pension and annuity benefits from a previous employer's plan 
 The only reason for your participation in a plan is as a result of being a member 

of a reserve unit of the armed forces and both of the following conditions are 
met: 

1. The plan is established for its employees by:  
a. The United States, 
b. A state or political subdivision of a state, or 
c. An instrumentality of either (a) or (b) above. 

2. You serve no more than 90 days on active duty during the year (not 
counting training). 

 The only reason you participate in a plan is because of being a volunteer 
firefighter, and both of the following conditions are met: 

1. The plan is established for its employees by:  
a. The United States, 
b. A state or political subdivision of a state, or 
c. An instrumentality of either (a) or (b) above. 

2. Your accrued retirement benefits at the beginning of the year will not 
provide more than $1,800 per year at retirement, when expressed as 
a single life annuity commencing at age 65.

Determination of “Who Is an Active participant” in an Employer Sponsored Plan 
The general definition of an active participant is an individual who receives 
contributions or benefits under an employer sponsored plan. However, the 
rules defining who is an active participant vary among the types of employer 
sponsored plans.  

 
5 When April 15 falls on a public holiday or weekend, the deadline is extended until the next business day 
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SEP IRA & 
profit-
Sharing Plan 
 

 You are an active participant for the year the contribution is 
deposited to your SEP IRA or profit-sharing account. For instance, 
if the contribution is for last year and deposited last year, then you 
are an active participant for last year. However, if the contribution 
is for last year, but deposited to your account this year, then you 
are an active participant for this year. An exception applies: if 
contributions for two separate years are made in the same year, 
the contribution for the later year is treated as if it was made in the 
year that follows the year of the deposit.

Money 
Purchase 
Pension, 
Plan Target 
Benefit Plan 

 You are an active participant for the year for which a forfeiture 
contribution is allocated, or a contribution is made regardless of 
when it is deposited to your account. For instance, if the contribution 
is for last year and deposited last year, then you are an active 
participant for last year.  If the contribution is for last year, but 
deposited to your account this year, you are an active participant 
for last year. Note: Even if you did not receive this ‘required’ 
contribution, you are still considered an active participant for the 
year that it was required to have been made.

Defined 
Benefit Plan 

 You are an active participant if you are not excluded under the 
eligibility provisions of the plan for the plan year ending with or 
within your taxable year. This applies regardless of whether you 
elected to decline participation in the plan.

401(k), 
403(b), SAR-
SEP, 
SIMPLE IRA 

 You are an active participant if you elect to make salary deferral 
contributions to the plan. If you are eligible to make salary deferral 
contributions but decline to do so and no other contributions or 
forfeitures are made to your account for the plan year ending with 
or within your taxable year, you are not an active participant for that 
year. 

Lesser 
Known 
Rules 

 Even de minimis participation counts: If you are an active 
participant for only a few weeks in the year, and/or your 
contributions only amount to a few dollars, you are still considered 
an active participant. 

 You are an active participant if salary deferral is an excess: If you 
make a salary deferral contribution and removed it because it was 
an excess contribution- you are still an active participant for the 
year. 

 You Are Active- even if you don’t ‘own’ the contributions: Non IRA 
based employer sponsored plans can include a vesting schedule, 
which requires you to work with the employer for a number of years 
before you ‘own’ the employer contributions made to your account. 
If you leave that employer before meeting the service requirements, 
you forfeit those contributions. Even if those contributions are 
forfeitable; you are still considered an active participant for that 
year. 
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7. Roth IRA Features and Benefits: Quick Reference Guide  
 

Use this guide to determine the features and benefits that apply to a Roth IRA.
Roth IRA: A Roth individual retirement account (IRA) is a retirement savings vehicle, 
which allows owners to save for their retirement on a tax-deferred basis.  
Regular contributions to Roth IRAs are subject to annual limits. Eligible individuals 
may claim a tax deduction for regular contributions. Contributions are not deductible.   
Roth IRA owners are not subject to the required minimum distribution (RMD) rules.
Eligibility  Anyone can establish a Roth IRA. However, funding 

options are determined by eligibility. 
Deadline to 
establish  

 If the Roth IRA is being established to receive a contribution, 
it must be established and opened by the deadline by which 
the contribution must be made. For example, if the Roth IRA 
is being established to receive your first regular Roth IRA 
contribution, it must be established by your tax-filing due 
date.  Otherwise, the IRA can be established at any time.

Regular 
contribution limit 

 $6,000 or 100% of eligible compensation, whichever is 
less.  
Plus, catch-up contribution of $1,000 if you are at least age 
50 by the end of the year. 

 If you have multiple Roth and/or Traditional IRAs, this limit 
still applies.  

 You can split your contributions between your Roth and 
Traditional IRAs, providing you meet the eligibility 
requirements for the IRA/s to which you choose to make 
your contribution.

Other funding 
options 

 See the “Roth IRA Funding Options” quick reference guide 
for other funding options

Tax deduction for 
regular contribution 

 Contributions to Roth IRAs are not deductible 

Deadline for regular 
contribution 

 April 156, 2021. Tax filing extensions do not apply. 
Deadline may be extended for federal disasters, certain 
individuals in combat zones and qualified hazardous duty 
areas.

Age Limitation  No Age limitation on contributions
Income requirement 
for regular 
contributions  

 You must have eligible compensation for the year, such as 
commissions, self-employment income, wages, salaries, 
tips, professional fees, bonuses, and other amounts you 
receive for providing personal services. 

 Scholarship and fellowship payments are compensation for 
IRA purposes only if shown in box 1 of Form W-2. For IRA 
purposes, compensation includes any taxable alimony and 

 
6 When April 15 falls on a public holiday or weekend, the deadline is extended until the next business day 
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separate maintenance payments you receive under a 
decree of divorce or separate maintenance.  

 If you were a member of the U.S. Armed Forces, 
compensation includes any nontaxable combat pay you 
received.

Income cap 
If your modified adjusted gross income (MAGI) exceeds certain amounts, based on 
your tax filing and marital status, you are not eligible to make a regular Roth IRA 
contribution.  
The table shows these amounts.
Tax filing Status MAGI Allowed amount 
Single $125,000 or less 100%

$125,000 to $140,000 Partial 
$140,000 or more None

Married filing jointly $198,000 or less 100%
$198,000 to $208,000 Partial
$208,000 or more None

Married filing separately Less than $10,000 Partial
$10,000 or more None

Saver’s Credit 
Eligibility 

 Yes. See the Saver’s Credit Quick Reference Guide for 
information. 

Tax treatment on 
earnings 

 Earnings grow on a tax-deferred basis. However, qualified 
distributions are tax-free. Nonqualified distributions of 
earnings are taxable. See the Roth Distribution: Tax and 
Penalty Treatment quick reference guide for information.

Distributions Rules  Distributions may be taken at any time. Distributions will be 
tax and penalty free if qualified. See the Roth Distribution: 
Tax and Penalty Treatment quick reference guide for 
information.

Required Minimum 
Distribution 

 Owners are not subject to the RMD rules.  
 Beneficiaries are subject to RMD rules.  
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8. Roth IRA Funding Options: Quick Reference Guide  
Use this guide to determine some of the different ways in which a Roth IRA can 
be funded and the rules that apply.
Roth IRA: There are multiple options for funding a Roth IRA, and each is subject to a 
strict set of rules. Failure to follow these rules could result in the funding being 
‘ineligible’. As such, steps must be taken to ensure the rules are followed and all 
requirements are met. 

Regular Roth IRA Contribution 
Dollar limit  $6,000 or 100% of eligible compensation, whichever is less.

Plus, catch-up contribution of $1,000 if you are at least age 
50 by the end of the year.

Your eligibility to 
contribute to your 
Roth IRA is 
determined by your 
tax-filing status and 
your modified 
adjusted gross 
income (MAGI) 
amount that you 
receive for the year. 
Use the table below 
to determine 
whether you are 
eligible to contribute 
to your Roth IRA 
contribution 

Tax filing Status MAGI Allowed 
amount

Single $125,000 or less 100%
$125,000 to $140,000 Partial 
$140,000 or more None

Married filing 
jointly 

$198,000 or less 100%
$198,000 to $208,000 Partial 
$208,000 or more None

Married filing 
separately 

Less than $10,000 Partial
$10,000 or more None

Contribution 
deadline 

 April 157, 2021. Tax filing extensions do not apply. Deadline 
may be extended for federal disasters, certain individuals in 
combat zones and qualified hazardous duty areas. 

Age Limitation  No Age limitation on contributions
Income 
requirement 

 You must have eligible compensation for the year, such as 
commissions, self-employment income, wages, salaries, 
tips, professional fees, bonuses, and other amounts you 
receive for providing personal services.

Deductibility  Not deductible 
Cash requirement  Must be made in cash (including checks, money orders.) 
Inherited IRA Rule  Cannot be made to an Inherited IRA (Beneficiary IRA)
Saver’s Credit 
Eligibility 

 Yes. See the Saver’s Credit Quick Reference Guide for 
information

  

 
7 When April 15 falls on a public holiday or weekend, the deadline is extended until the next business day 
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Spousal Roth IRA Contributions 
A spousal IRA contribution is made by a working spouse, on behalf of a spouse 
who has little or no income. 
Eligibility   Same as those that apply to regular Roth IRA contributions 

(dollar limit, contribution modified adjusted gross income 
(MAGI) limitation eligibility, contribution deadline, income 
requirement, Saver’s Credit Eligibility). See Option 1.

Additional 
requirements 

 The couple must be married 
 Generally, contribution is based on income received by 

working spouse, because the spouse receiving the 
contribution has little or no income 

 If the non-working spouse receives a little income, that 
income can also be used to meet the compensation 
requirement for the IRA contribution 

 The couple must file joint tax return  
 Roth IRA must be maintained separately from working 

spouse’s Roth IRA 
 If the working spouse contributes to his (or her) own IRA, 

the total contribution to both IRAs cannot exceed eligible 
compensation received by both spouses for the year

 Recharacterization of Contribution Made to Traditional IRA 
A recharacterization of a Traditional IRA contribution occurs when the 
Traditional IRA contribution is reversed from the Traditional IRA and deposited 
to a Roth IRA as a Roth IRA contribution.  
Eligibility   These are subject to the dollar limit, contribution modified 

adjusted gross income (MAGI) limitation eligibility, 
contribution deadline, income requirement, Saver’s Credit 
Eligibility that apply to Regular Roth IRA contributions.

Deadline  Must be completed by tax filing deadline (generally April 
15). If tax return or tax filing extension is filed by tax return 
due date, an automatic 6-month extension applies 
(generally until October 15).

Reminders  The contribution can be recharacterized only for the same 
tax year for which it was made to the Traditional IRA 

 The recharacterized amount must include any net income 
attributable (NIA) to the contribution. IRS special formula 
must be used to calculate NIA 

 A recharacterization must be done directly between the two 
IRAs 
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Deemed Roth IRA Contribution 
A qualified plan [401(a) and 403(a)], 403(b) or a governmental 457(b) plan can 
maintain a separate account under the plan (a deemed IRA) to receive voluntary 
employee contributions. If the separate account otherwise meets the 
requirements of an IRA, it will be subject only to IRA rules. 
Eligibility   Same as those that apply to regular Roth IRA contributions 

(dollar limit, contribution modified adjusted gross income 
(MAGI) limitation eligibility, contribution deadline, income 
requirement). See Option 1.

Key Features  Voluntary IRA contributions under a qualified plan [401(a) 
and 403(a)], 403(b) and governmental 457(b) 

 Your participation is voluntary  
 Must be permitted under the plan in order for contribution to 

be made 
 Funded with amounts from net income (after taxes and 

other withholding from salary/wages) 
 Contributions are made you, the employee  

Payroll Deduction IRA 
Your employer can implement an arrangement under which they withhold 
amounts from your paycheck and send the amount to an IRA as a regular IRA 
contribution. This program is usually offered by employers that do not offer a 
Roth employer-sponsored retirement plan for their employees 
Eligibility   Same as those that apply to regular Roth IRA contributions 

(dollar limit, contribution modified adjusted gross income 
(MAGI) limitation eligibility, contribution deadline, income 
requirement). See Option 1.

Key Features  Under a Payroll Deduction IRA, you establish an IRA with 
an IRA Custodian/Trustee and then authorizes a payroll 
deduction for the IRA 

 Your employer would be responsible for sending your 
deduction to your IRA 

 Your participation is voluntary  
 Funded with amounts from net income (after taxes and 

other withholding from salary/wages) 
 Contributions are made you, the employee 

Employer-Sponsored IRA 
Your employer (or an employee association) can establish an employer-
sponsored IRA savings program, under which IRA contributions can be made.  
Employer contributions to these accounts would be treated as wages and 
reported on your Form W-2, Wage and Tax Statement. 
Eligibility   Same as those that apply to regular Roth IRA contributions 

(dollar limit, contribution modified adjusted gross income 
(MAGI) limitation eligibility, contribution deadline, income 
requirement). See Option 1.
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Key Features  Contributions are made you, the employee and/or your 
employer 

 Employer contributions are treated as wages and subject to 
Federal Insurance Contributions Act (FICA) and Federal 
Unemployment Tax Act (FUTA) withholding 

Conversion from Traditional IRA, SEP IRA and SIMPLE IRA 
A Roth conversion occurs when amounts are moved from a Traditional IRA, 
SEP IRA or a SIMPLE IRA to a Roth IRA. Only eligible amounts should be 
converted to a Roth IRA. Pre-tax amounts are treated as ordinary income but 
are not subject to the 10% early distribution penalty (additional tax) 
Eligibility   Anyone can convert 

o No income requirement 
o No income limitation 
o No age limitation 
o No limitations on tax filing status 
o Conversion from SIMPLE IRA cannot be done until 

at least 2-years after SIMPLE has been funded 
o Amount must be rollover-eligible  
o Not permitted for inherited IRAs 
o Not permitted for non-spouse beneficiaries  
o Spouse beneficiaries who transfer or rollover 

inherited amounts to ‘own’ Traditional IRA, can 
convert the amounts to their Roth IRAs 

Conversion 
Options 

 Direct Conversion 
o Assets paid directly from Traditional IRA, SEP IRA or 

SIMPLE IRA to Custodian/Trustee of Roth IRA, for 
credit to the Roth IRA 

o ‘One rollover per 12-month period’ rule does not 
apply 

 Indirect Conversion 
o Assets paid to Roth IRA owner and rolled over to 

Roth IRA within 60-days of receipt 
o ‘One rollover per 12-month period’ rule does not 

apply
Reminders  RMD amounts must be taken before conversion  

 All pre-tax amounts will be taxable 
 The 10% early distribution penalty does not apply, 

regardless of the age at which the conversion is done 
 Income taxes withheld from requested conversion amount 

are not treated as ‘conversion’ amounts, and are subject to 
the 10% early distribution penalty for conversions done 
while the owner is under age 59½, unless an exception 
applies 

 If you fail to make a tax withholding election, the 
withholding will default to 10%.
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Retirement plan rollovers from qualified plans [401(a) and 403(a)], 403(b) and 
governmental 457(b) plans [non-Roth] 
A retirement plan rollover occurs when amounts are moved from a qualified 
plan, such as a 401(k) or pension plan, 403(b) plan or governmental 457(b) plan 
to a Roth IRA. Only eligible amounts should be rolled over to a Roth IRA. Pre-
tax amounts are treated as ordinary income but are not subject to the 10% early 
distribution penalty (additional tax)
Eligibility  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 Anyone can rollover 
o No income requirement 
o No income limitation 
o No age limitation 
o No limitation on tax filing status 
o Individual must meet plan’s eligibility requirements 

for making withdrawal from the plan, in order to do 
the rollover  

o Permitted for spouse and non-spouse beneficiaries 
o Not permitted for non-person beneficiaries, unless 

the beneficiary is a qualified trust 
o Non-spouse beneficiary can rollover to Inherited 

(Beneficiary) IRA, not to ‘own’ IRA.  
o Spouse beneficiary can rollover assets to inherited 

Traditional IRA or own Traditional IRA  

 Amount must be rollover-eligible. Amounts that are not 
rollover-eligible include the following: 

o Any of a series of substantially equal distributions 
paid at least once a year over: 
 Your lifetime or life expectancy, 
 The joint lives or life expectancies of you and 

your beneficiary, or 
o A period of 10 years or more, 
o A required minimum distribution, 
o Hardship distributions, 
o Corrective distributions of excess contributions or 

excess deferrals, and any income allocable to these 
distributions, or of excess annual additions and any 
allocable gains  

o A loan treated as a distribution because it does not 
satisfy certain requirements either when made or 
later (such as upon default), unless the participant's 
accrued benefits are reduced (offset) to repay the 
loan  

o Dividends paid on employer securities, and 
o The cost of life insurance coverage. 
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Rollover/ 
Conversion 
Options 

 Direct Rollover 
o Assets paid directly from plan to Custodian/Trustee 

of Roth IRA, for credit to the IRA 
o Not subject to the mandatory withholding rule that 

applies to eligible rollover distributions paid to you, 
the Roth IRA owner  

o ‘One rollover per 12-month period’ rule does not 
apply 

 Indirect Rollover 
o Assets paid to Roth IRA owner and rolled over to 

Roth IRA within 60-days of receipt 
o Payor must withhold 20% of taxable amount for 

federal income tax 
o If payor performs state tax withholding, state tax 

withholding rules also apply 
o ‘One rollover per 12-month period’ rule does not 

apply 
o Not available for non-spouse beneficiaries 

Reminders  RMD amounts must be taken before rollover  
 Ensure amounts are rollover-eligible. Your plan 

administrator must tell you how much is rollover-eligible 
 Amounts rolled over will continue to be tax-deferred until 

distributed  
 The 10% early distribution penalty does not apply to 

amounts rolled over 
 Taxes withheld from requested amount and not rolled over 

are treated as ordinary income, and are subject to the 10% 
early distribution penalty if done before age 59½ unless an 
exception applies 

 If your account balance includes employer stocks, check 
with your financial or tax professional to determine whether 
it makes better financial/tax sense to have the stocks paid 
to you instead of being rolled over. Employer stocks may be 
eligible for special tax benefits if certain requirements are 
met 
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Designated Roth Accounts (DRA) [Roth 401(k), Roth 403(b) and Roth Governmental 
457(b)] Rollovers 
A rollover from a DRA occurs when amounts are moved from a DRA to a Roth 
IRA. Only eligible amounts should be rolled over to a Roth IRA. Pre-tax 
amounts are treated as ordinary income but are not subject to the 10% early 
distribution penalty (additional tax)
Eligibility   Anyone can rollover: 

o No income requirement 
o No age limitation 
o Individual must meet the plan’s eligibility 

requirements for making withdrawals from the plan, 
in order to do the rollover  

o Permitted for spouse and non-spouse beneficiaries 
o Non-spouse beneficiary must rollover to inherited 

Roth IRAs. 
o Spouse beneficiary can rollover to inherited Roth 

IRA or own Roth IRA  
o Amount must be rollover-eligible 

Rollover Options  Direct Rollover 
o Assets paid directly from plan to Custodian/Trustee 

of Roth IRA 
o Not subject to the 20% mandatory withholding rule 

 Indirect Rollover 
o Assets paid to Roth IRA owner and rolled over to 

Roth IRA within 60-days of receipt 
o If distribution is nonqualified, 20% withholding 

applies to earnings portion 
o If distribution is qualified, not subject to the 20% 

mandatory withholding rule
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Military Death Gratuities and Service Members’ Group Life Insurance (SGLI) 
Payments 
Recipients of military death gratuities and SGLI payments may contribute 
amounts received to a Roth IRA, up to the amount of the gratuity or SGLI 
payment less any amounts contributed to Coverdell ESAs
Eligibility  - Survivors who receives a military death gratuity with 

respect to a death from injury occurring on or after 
October 7, 2001 and beneficiaries who receive SGLI 
payments

Features - Military death gratuity or SGLI payment with respect to 
a death from injury that occurred after October 6, 2001 

- Amount cannot exceed the total amount received 
reduced by any part of that amount that was 
contributed to a Coverdell ESA or another Roth IRA. 
No other limits apply. 

- ‘One rollover per 12-month period’ rule does not apply 
- The rollover must be completed before the end of the 

1-year period beginning on the date the payment was 
received by the service member. 

- The amount is treated as part of the basis in the Roth 
IRA and is therefore not taxable when distributed

Reminders - No income limits apply 
- The contribution to the Roth is reported as a rollover 

contribution 
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9. Roth IRA vs. Traditional IRA: Quick Reference Guide 
 

Roth and Traditional IRAs share many similarities and some differences. These can 
help to determine eligibility and help an individual to choose between funding a Roth 
vs a Traditional IRA.   
 
Use this guide to determine the key differences between a Traditional IRA and a Roth 
IRA. This will provide some guidelines on determining eligibility and/or preference. 
 
If you are eligible to contribute to both types of IRAs, a Roth vs. Traditional IRA 
analysis may need to be done, so as to determine which is more suitable for you from 
a financial and tax perspective. 
 Roth IRA Traditional IRA
Regular IRA Contribution Limits  
Your contributions cannot exceed 100% of your eligible compensation that you 
receive for the year. 
You are not eligible to contribute more than the dollar limit that is in effect for the year. 
As such, your regular IRA contribution is limited to the lesser of (a) the dollar limits 
below and (b) the amount of eligible compensation that you receive for the year.
Regular 
contribution 
dollar limit 

$6,000 $6,000 

Catch-up 
contribution 
dollar limit8 

$1,000 $1,000 

If you have multiple Roth and/or Traditional IRAs, this limit still applies.  
You can split your contributions between your Roth and Traditional IRAs, providing 
you meet the eligibility requirements for the IRA/s to which you choose to make your 
contribution. 
Contribution eligibility  
You must have eligible compensation for the year, in order to be eligible to make a 
regular contribution to an IRA. Eligible compensation includes commissions, self-
employment income, wages, salaries, tips, professional fees, bonuses, and other 
amounts you receive for providing personal services. Scholarship and fellowship 
payments are compensation for IRA purposes only if shown in box 1 of Form W-2. For 
IRA purposes, compensation includes any taxable alimony and separate maintenance 
payments you receive under a decree of divorce or separate maintenance. 
 
If you were a member of the U.S. Armed Forces, compensation includes any 
nontaxable combat pay you received. 
 

 
8 You must be age 50 or older by the end of the year, in order to be eligible to make a catch-up contribution for the year 
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For Roth IRAs, your modified adjusted gross income (MAGI) must not exceed certain 
amounts, based on your tax filing and marital status. The table below shows these 
limits.  These MAGI limits do not apply to Traditional IRAs.
 Roth IRA Traditional IRA 

MAGI 
and age 
limit 

Tax filing 
Status 

MAGI Allowed 
amount

No age limit  

Single $125,000 or less 100%
$125,000 to 
$140,000

Partial 

$140,000 or more None
Married 
filing 
jointly 

$198,000 or less 100%
$198,000 to 
$208,000

Partial 

$208,000 or more None
Married 
filing 
separately 

Less than $10,000 Partial
$10,000 or more None

Deadline| Regular IRA Contribution  
The deadline for making your regular IRA contribution is your tax filing due date, 
which is April 15 for calendar year taxpayers. Tax filing extensions do not apply to 
your regular IRA contribution.  
The IRS may extend the deadline for federal disasters, certain individuals in combat 
zones and qualified hazardous duty areas.
Contribution 
deadline 

April 159, 2021 April 15, 2021 

Eligibility to deduct contributions  
Contributions to Roth IRAs are not deductible. 
 
If you are not an active participant and you are not married to an active participant, 
your Traditional IRA contribution is 100% deductible. 
 
If you are an active participant or married to an active participant, use the table below 
to determine whether you can claim a deduction for your Traditional IRA contribution. 
 
The general definition of an active participant is an individual who receives 
contributions or benefits under an employer sponsored plan. However, the rules 
defining who is an active participant vary among the types of employer sponsored 
plans. See the IRA Deductibility Quick Reference Guide for more information  
 Roth IRA Traditional IRA 

 
9 If April 15 falls on a public holiday or weekend, the deadline is extended until the next business day 
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Deductibility 
 

Contributions 
are not 
deductible  

Tax filing 
Status 

Your MAGI Deduction 
Allowed  

Single $66,000 or less 100%
$66,000 to 
$76,000

Partial 

$76,000 or more None
Married filing 
jointly and 
active 

$105,000 or less 100%
$105,000 to 
$125,000

Partial 

$125,000 or more None
Married filing 
jointly not 
active, but 
spouse is 
active

$198,000 or less 100%
$198,000 to 
$208,000

Partial 

$208,000 or more None

Married filing 
separately 

Less than $10,000 Partial
$10,000 or more None

Age Limitation 
 No age limitation on contributions No age limit  

Saver’s Credit 
You may be able to take a tax credit of up to $1,000 (up to $2,000 if filing jointly) for 
your IRA Contribution. This credit could reduce the federal income tax you pay dollar 
for dollar. See the Saver’s Credit Guide for more info
 Roth IRA Traditional IRA
Tax Credit Available for Saver’s Tax Credit  Available for Saver’s 

Tax Credit 
Treatment of earnings  
 Earnings grow on a tax-deferred basis. 

However, qualified distributions of 
earnings are tax-free. Nonqualified 
distributions of earnings are taxable. 

Earnings grow on a 
tax-deferred basis. 
Earnings are added to 
taxable income for the 
year distributed 
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Distributions | Optional Vs. Required  
Distributions 
Rules 

Distributions may be taken at any time. 
Distributions will be tax and penalty free if 
qualified. 

Distributions may be 
taken at any time. 
Amounts will be treated 
as ordinary income and 
will be subject to the 
early distribution 
penalty if withdrawn 
while under the age of 
59½, unless an 
exception applies

Required 
Minimum 
Distribution 

Owners are not subject to the RMD rules. 
Beneficiaries are subject to RMD rules.  

If you reach age 70½ 
by December 31, 
2019: You must begin 
taking RMDs for the 
year in which you reach 
age 70½. For the year 
in which you reach age 
70½, that RMD can be 
deferred until April 1 of 
the following year. 
RMDs for every other 
year must be 
withdrawn from your 
IRA by December 31 of 
the year.  
If you reach age 70½ 
After December 31, 
2019: You must begin 
taking RMDs for the 
year in which you reach 
age 72. For the year in 
which you reach age 
72, that RMD can be 
deferred until April 1 of 
the following year. 
RMDs for every other 
year must See the 
Required Minimum 
Distribution Quick 
Reference Guide for 
more information. 
Beneficiaries are also 
subject to RMD rules.
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10. Saver’s Credit: Quick Reference Guide  
 

You may be able to take a tax credit if you make eligible contributions to a qualified 
retirement plan such as a 401(k) plan, a 403(b) plan, a governmental 457(b) plan, or 
an IRA. The credit can be up to 50% of your contribution, up to $1,000 (up to $2,000 if 
your tax filing status is ‘married filing jointly’). This credit could reduce the federal 
income tax you owe dollar for dollar.

Eligibility Requirements 
 You must be at least 18 years of age the year for which the credit is claimed 
 You must not be a full-time student. You are a full-time student if, during some 

part of each of 5 calendar months (not necessarily consecutive) during the 
calendar year, you are either:  

- A full-time student at a school that has a regular teaching staff, course 
of study, and regularly enrolled body of students in attendance, or  

- A student taking a full-time, on-farm training course given by either a 
school that has a regular teaching staff, course of study, and regularly 
enrolled body of students in attendance, or a state, county, or local 
government.  

You are a full-time student if you are enrolled for the number of hours or 
courses the school considers to be full time 

 No one else, such as your parent(s), claims an exemption for you on their tax 
return. 

 Your adjusted gross income (AGI) is not more than certain amounts. Please see 
the table on the next page for the limits. Consult with your tax advisor for 
assistance with calculating your AGI. 

 
The credit is nonrefundable and cannot be more than the amount of tax that you 
would otherwise pay (not counting any refundable credits) in any year. If your tax 
liability is reduced to zero because of other nonrefundable credits, such as the credit 
for child and dependent care expenses, then you will not be eligible for this credit. 

Eligible Contributions 
The maximum contribution taken into account is $2,000 per person. 
Eligible contributions include:  

- Contributions to a Traditional IRA,  
- Contributions to a Roth IRA,  
- Salary reduction contributions (elective deferrals, including amounts 

designated as after-tax Roth contributions) to:  
o A 401(k) plan (including a SIMPLE 401(k)), 
o A section 403(b) annuity, 
o An eligible deferred compensation plan of a state or local government (a 

governmental 457 plan),
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o A SIMPLE IRA plan, or 
o A salary reduction SEP, and  
o Contributions to a governmental 457(b) plan, and 
o Voluntary after-tax employee contributions to a tax-qualified retirement 

plan or section 403(b) annuity. 
All of your IRA contributions and your salary deferral contributions to employer plans 
are taken into consideration for purposes of determining your $2,000 limit. 

Credit Amount 
The amount of the credit for which you are eligible is based on your contributions and 
your credit rate. Your credit rate ranges from 10% to 50% of your contribution, and is 
based on your AGI and tax filing status. The following table shows the rates 
 

2021 AGI Thresholds for the Saver’s Credit 
Credit 
Rate 

Married and files a joint 
return 

Files as head of 
household 

Other category of 
Filers 

Over Not Over Over Not Over Over Not Over
50% $0.00 $39,500 $0.00 $29,625 $0.00 $19,750
20% $39,500 $43,000 $29,625 $32,250 $19,750 $21,500
10% $43,000 $66,000 $32,250 $49,500 $21,500 $33,000
0% $66,000  $49,500  $33,000  
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Reduction of Eligible Contributions 
Reducing eligible contributions.   Your eligible contributions must be reduced (but 
not below zero) by distributions you received from any account listed under ‘Eligible 
Contributions’ earlier, if the distribution is received: 

 the taxable year for which you claim the credit,  
 the two preceding taxable years, and 
 the period after such taxable year and before the due date (including extensions) 

for filing your tax return for such taxable year. 
 
Excluded Distributions  
There are exceptions, which provide that some distributions are not taken into 
consideration for this purpose and will not reduce your contributions that are eligible for 
the savers credit. These include the following: 

 Distributions that are properly rolled over and therefore excluded from your 
income  

 Conversion of assets from the Traditional side of your 401(k), 403(b) or 
governmental 457(b) plan to the Roth side (Roth 401(k), Roth 403(b), Roth 
457(b)- also known as designated Roth accounts 

 Excess contributions to your IRA that are properly and timely 
corrected/distributed from the IRA 

 Excess salary deferral contributions to your 401(k), 403(b) or governmental 
457(b) plan that are properly and timely corrected/distributed from the account 

 Loans from a qualified employer plan treated as a distribution. 
 Distributions of dividends paid on stock held by an employee stock ownership 

plan  
 Distributions from an eligible retirement plan that are converted or rolled over to 

a Roth IRA. 
 Distributions from a military retirement plan. 
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11. Checklist for Your Regular Traditional and Roth IRA 

Contribution  
 

Contributions to your IRA are subject to statutory, operational and compliance 
requirements. Failure to meet these requirements could make your contribution 
‘ineligible or invalid and cause you to miss available benefits. 

Use the following checklist to help ensure that your contribution follows the applicable 
requirements, and that you receive available benefits. 

 Stay within the limit: Your IRA contribution (Traditional and/or Roth) is limited to 
the lesser of 100% of compensation10 or $6,000. If you are at least age 50 by the 
end of the year, you are eligible for a catch-up contribution of an additional $1,000. 

Note: This is a ‘per person’ limit. Regardless of the amount of traditional and/or Roth 
IRAs to which you contribute, your total contributions cannot exceed the lesser of 
100% of compensation or $6,000. 

Contributions in excess of this amount are ‘excess’ contributions.  

An excess contribution must be distributed from your IRA as a ‘return of excess’ 
contribution by your tax filing due date for the year of the excess, plus extensions. 
The correction must be accompanied by any net income attributable (NIA) to the 
excess.  

Some IRA custodians will calculate the NIA. If your custodian does not provide that 
service, your tax professional may use the instructions provided in IRS Publication 
590-A- available at  https://www.irs.gov/pub/irs-pdf/p590a.pdf (Worksheet 1-4) 

 Reminder: No age limit for Traditional IRA Contributions: The age limitation is 
repealed for contributions made for 2020 and after. 

 Check MAGI eligibility for Roth IRA Contributions: You are not eligible to make 
regular contributions to a Roth IRA, if your MAGI exceed certain amounts, based on 
your tax filing status.  See the Roth Vs Traditional IRA Quick Reference Guide for the 
MAGI limits. 
 
If your MAGI exceeds the limit and you already contributed to your Roth IRA, you may 
recharacterize the amount to your Traditional IRA or remove the amount as a return 
of excess contribution along with any net income attributable to the contribution.  

 
10 Eligible compensation includes commissions, self-employment income, wages, salaries, tips, professional fees, bonuses, and other 
amounts you receive for providing personal services. 
Scholarship and fellowship payments are compensation for IRA purposes only if shown in box 1 of Form W-2. For IRA purposes, 
compensation includes any taxable alimony and separate maintenance payments you receive under a decree of divorce or separate 
maintenance.  
If you were a member of the U.S. Armed Forces, compensation includes any nontaxable combat pay you received. 
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The recharacterization or return of excess contribution must be done by your tax filing 
due date plus extensions for the year for which the contribution is made so as to avoid 
the 6% excise tax.  
 
An ineligible amount not corrected by the deadline is subject to 6% excise tax or every 
year it remains in your Roth IRA. 
 

 Traditional IRA contribution nondeductible? Check if eligible for a Roth IRA 
contribution: If you are not eligible to deduct your Traditional IRA contribution, you 
can either make a nondeductible contribution to your Traditional IRA or contribute to 
your Roth IRA- if you are eligible to do so  

 
Be sure to check your MAGI for eligibility, before making any regular Roth IRA 
contribution. If you are eligible to contribute to a Roth IRA, it might be more tax efficient 
to make the contribution to your Roth IRA, instead of making a nondeductible 
contribution to your traditional IRA. 
 
Both types of contributions (nondeductible traditional IRA contribution and a Roth IRA 
contribution) would be made with after-tax amounts. However, the earnings on the 
Traditional IRA would be taxable when withdrawn, whereas the earnings on the Roth 
IRA contribution would be tax-free if your distributions are qualified.  
 

 Indicate the tax year for contributions for the previous year: Even if you send in 
a contribution form with a check, write the tax year on the check, just in case it gets 
separated from the form. This is important for checks sent in during January to April 
for the previous year, as it helps the IRA custodian to know the year to which it applies.  

 
 Indicate the type of account: This is especially important if you have more than one 

accounts held with the same financial institution. Make sure that the correct account 
number is written on your check or other deposit instrument to prevent any such errors. 
Also, note the ‘type’ of contribution, such as ’Roth’ or ‘Traditional’ IRA Contribution.  

 
 File Form 8606 for nondeductible contributions: If you contribute to your 

Traditional IRA and did not claim a tax deduction for any portion of the contribution, 
you must File IRS Form 8606 with your tax return to let the IRS know that the 
contribution is nondeductible. Form 8606 helps you and the IRS to keep track of these 
nondeductible amounts, thus ensuring that they are not subject to income tax when 
withdrawn from your IRA. 
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 Meet the deadline: You have until your tax filing due date- usually April 1511 -to make 
your Traditional and/or Roth IRA contributions. This means that your contribution must 
be delivered to your financial institution by April 15 if hand delivered or postmarked by 
April 15 if delivered by mail.  If mailed, you must use an IRS approved mailing service 
in order to satisfy the postmark requirement. This is important in the event your 
financial institution receives the contribution after April 15.  In addition to the United 
States post office, private delivery services that are approved by the IRS may be used. 

 
 Notify your tax preparer: Your IRA contribution is reported on IRS Form 5498, which 

is required to be issued by May 31 of the year that follows the year for which the 
contribution is made. Since this is after many tax returns have already been filed, 
consider providing your tax preparer with a copy of your regular account statement, 
showing the contribution.  Your tax preparer might need the information to help ensure 
that your contribution is properly reported on your tax return. 

  

 
11 When April 15 falls on a public holiday or weekend, the deadline is extended until the next business day 



50 | P a g e  
 
 

2021 Edition| IRA Quick Reference Guides | www.IRApublications.com | QRGB2021- V1 

12. The Transfer/Rollover Lingo: Recommend when 

communicating with financial institutions and plan trustees 
 

When communicating with IRA Custodians/Trustees and Plan 
Trustees/Administrators, care must be taken to ensure that they have a clear 
understanding of which transaction you want to have done. This requires using the 
proper terminology, and in some cases, clearly explaining your intended results.
Transaction 
terminology  

Transaction Description  Comments/Notes  

Direct 
rollover & 
Direct 
Payment 

The payment of a distribution from a 
qualified plan, 403(b) plan, or a 
governmental 457(b) plan (employer plan) to 
a Traditional IRA, Roth IRA, or employer 
plan.  
 
A direct rollover may be made for the 
account owner (participant), for the 
participant’s surviving spouse, for the 
spouse or former spouse who is an alternate 
payee under a qualified domestic relations 
order (QDRO), or for a non-spouse 
designated beneficiary in which case the 
direct rollover can only be made to an 
inherited IRA (Traditional or Roth). 
 
A direct payment can be made from a 
Traditional IRA to an employer plan, but only 
for the IRA owner (not from an Inherited 
IRA). 

 The distribution side 
is reported on IRS 
Form 1099-R. If the 
receiving account is 
an IRA, the rollover 
contribution is 
reported on Form 
5498. 

 A direct rollover from 
a designated Roth 
account (Roth 401(k), 
Roth 403(b), Roth 
457(b)) may only be 
made to another 
designated Roth 
account or to a Roth 
IRA 

 For a direct rollover, 
there is no time limit 
on when the rollover 
must be made for IRS 
purposes 

 For an indirect 
rollover, the rollover 
must generally be 
completed within 60-
days after the 
participant receives 
the distribution. 

Indirect 
rollover 

Distribution from an employer plan that is 
paid to the participant, and the participant 
later deposits the amount to a Traditional 
IRA, Roth IRA or another eligible retirement 
plan as a rollover contribution.  
 
An indirect rollover may be made by the 
participant; the participant’s surviving 
spouse, or the participant’s spouse or former 
spouse who is an alternate payee under a 
QDRO.  
An indirect rollover can be made from a 
Traditional IRA to an employer plan, but only 
for the IRA owner (not for a non-spouse 
beneficiary). 
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Rollover A redeposit of amounts that were withdrawn 
from a retirement plan/account by the 
account owner. The rollover can be the 
receiving side of a direct rollover, indirect 
rollover, or a redeposit of funds withdrawn 
from an IRA. 

 The rollover must 
generally be 
completed within 60-
days after the 
participant receives 
the distribution.

Transfer Generally, refers to movement of amounts 
between retirement accounts/plans of the 
same type, such as Traditional IRA to 
Traditional IRA. The transaction is usually 
non-reportable 

 Amounts are paid 
directly to the 
receiving plan/ IRA 
Custodian/Trustee, 
for the benefit of the 
receiving account

Trustee-to-
trustee 
transfer  
 

Refers to the ‘method of delivery’, where 
the amounts are paid directly to the 
receiving IRA Custodian/Trustee, employer 
plan, or entity such as in the case of a 
Qualified Charitable Distribution (QCD) 
where the funds are paid to the charity, or a 
Roth conversion directly between 
Custodians.  
Also refers to transfers between accounts 
of the same type 

 Amounts are paid 
directly to the 
receiving plan/ IRA 
Custodian/Trustee, 
for the benefit of the 
receiving account 

 Can be given to the 
account owner to be 
further delivered to 
the 
Custodian/Trustee, or 
entity, as long as the 
instrument is payable 
to the Custodian/ 
Trustee, employer 
plan, or entity 

Roth IRA 
Conversion 

Rollover of distributions from a Traditional 
IRA, SEP IRA or SIMPLE IRA to a Roth 
IRA. These can be direct conversions or 
indirect conversions 

 For an indirect 
conversion, the 
rollover (conversion 
deposit) to the Roth 
must generally be 
completed within 60-
days after the 
participant receives 
the distribution. The 
Custodian/Trustee 
should be notified 
that the amount is a 
conversion so as to 
help ensure proper 
tax reporting. 
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13. Rollover and Transfer Permissibility: Quick Reference Guide  
 

Assets/amounts can be moved between retirement accounts using one of two 
options. 
 Transfers and 
 Rollovers 

 
However, limitations apply, some of which restrict the types of accounts between which 
asses can be moved. 
 
Moving assets between accounts for which portability is not permitted could result in 
loss of tax deferred status and unintended distributions.  
 
This quick reference provides some general guidelines on the portability rules for 
retirement accounts. 
 
Transfers 
Generally, a ‘Transfer’ is a nonreportable movement of amounts from the delivering 
account to the receiving account. Generally, the transfer is accomplished by means of 
an internal journal, or by delivery of the amounts directly between two financial 
institutions.  
 
Transfers are generally nonreportable (not reported to the IRS and not reported on your 
tax return) and nontaxable. 
 
Rollovers  
‘Rollover’ means that a ‘distribution’ was done from the delivering account and 
deposited to the receiving account as a rollover contribution.  
 
Distributions are reported on IRS Form 1099-R and rollovers are reported on IRS Form 
5498. 
 
Rollovers are reportable (reported to the IRS and reported on your tax return) but are 
taxable only if pre-tax amounts are rolled over from a non-Roth to a Roth account. 
 
If an employer plan is involved in the distribution or rollover contribution side, rollover 
can be a direct rollover or an indirect rollover. There is no time limit on a direct 
rollover. For indirect rollovers, the rollover contribution must be made within 60-days 
after the owner receives the distribution. For IRA to IRA rollovers, the rollover 
contribution must be made within 60-days after the owner receives the distribution. 
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Use this guide to determine whether amounts can be moved between two types of retirement accounts. See the 
Notes for additional information 

Summary of rollover/transfer permitted between different type of accounts 
Is Movement Permitted from Delivering to Receiving Plans/Accounts? 

Receiving Plans
 Traditio

nal  
/SEP 
IRA 

Roth IRA SIMPLE 
IRA12 

Qualified 
Plan 

Roth 401(k)/ 
Roth 403(b)/ 
Roth 457(b) 

403(b)/ 
457(b) 

ESA 529 Plan 

D
el

iv
er

in
g 

P
la

ns
 

Traditional  
/SEP IRA 

Yes Yes  Yes Yes No  Yes  No  No 

Roth IRA13 
 

No Yes No No No No No No 

SIMPLE 
IRA14 

Yes Yes Yes Yes No  Yes  No  No  

Qualified15 
Plan 

Yes Yes Yes Yes Yes  Yes  No  No 

Roth 401(k)/ 
Roth 403(b)/ 
Roth 457(b) 

No Yes No No Yes No No No 

403(b)/ 
457(b) 

Yes Yes Yes Yes Yes   Yes No  No 

ESA No No No No No No Yes  Yes 

529 Plan No No No No No No No Yes 

 
Notes: 

- All references to 457(b) means eligible governmental 457(b) plans 
- After-tax amounts may not be rolled over to a 457(b) plan 
- Rollovers from Traditional, SEP and SIMPLE IRAs to qualified plans, 403(b)b and 457(b)s cannot include 

after-tax amounts 
- Rollovers to Roth 401(k), Roth 403(b) and Roth 457(b)s are done as ‘in-plan conversions’ under the same 

plan 
- Rollovers to qualified plans are permitted by regulations but are optional for each plan and allowed only if 

permitted under the plan. Check with your employer to determine if they can rollover amounts to their 
accounts under a qualified plan. Qualified plans include 401(k), profit sharing and pension plans. 

- After-tax amounts can be rolled over from qualified plans and 403(b) accounts to Traditional IRAs as direct 
rollovers or indirect rollovers. However, only direct rollovers of these amounts are permitted between two 
qualified plans and/or a 403(b). After-tax amounts cannot be rolled over from an IRA to any retirement plan 
except another IRA. 

- Movement between accounts of the same type, such as Traditional/SEP IRA to Traditional /SEP IRA; Roth 
IRA to Roth IRA; can be done as nonreportable transfers or 60-day rollovers. Transfers are usually the 
recommended option, as they leave less room for errors and can be done for an unlimited number of times. 
On the other hand, only one distribution can be rolled over from an IRA to another IRA during a 12-month 
period and rollovers are associated with a high occurrence of errors. These errors include missing the 60-
day deadline. The limit on one rollover from an IRA during a 12-month period does not include Roth 
Conversions. 

- A transfer can be made from a 457(b) or 403(b) plan to a governmental defined benefit plan for certain 
purchases of service credit. 

- Generally, nonreportable transfers can be done between two qualified plans, if both plans are maintained by 
the same employer.  

 
12 Eligible amounts can be rolled over from traditional/SEP IRAs and employer sponsored retirement plans to SIMPLE IRAs, providing the 
SIMPLE IRA has met the 2-year requirement. 
13 Contributions and conversions can be recharacterized from Roth IRAs to Traditional and SEP IRAs, and conversions from a SIMPLE IRA can 
be recharacterized to a SIMPLE IRA. Roth Conversions done after 12/31/2017 may not be recharacterized 
14 Amounts from a SIMPLE IRA cannot be rolled over, transferred or converted to another type of retirement plan unless it has been at least two 
years since the first SIMPLE IRA contribution was made to the account. 
15 Qualified plan includes defined benefit, target benefit & money purchase pension; profit sharing and 401(k) plans. 
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Rollover and Transfer Limitations for IRAs and Employer Sponsored Plans: 
Quick Reference 
 

Assets can be moved between IRAs and other retirement accounts transfers, but 
certain limitations apply in some cases. 

This quick reference guides explains the limitations that apply and certain tax 
reporting requirements.  

Accounts 
between which 
assets are moved 

Portability 
Options 

Tax Reporting and 
Comments  

Allowed 
frequency 

 Traditional IRA 
to Traditional 
IRA 

 SEP IRA to 
Traditional IRA 

 Traditional IRA 
to SEP IRA 

 

Transfer  Nonreportable movement of 
assets 

 Nontaxable

 Unlimited 

Rollover  IRS Form 1099-R issued for 
distribution 

 IRS Form 5498 issued for 
rollover contribution 

 Must be reported on tax 
return 

 Nontaxable 
 Must be completed within 

60-days of receipt, unless 
an exception applies 

 Once per 12-
month 
period. All 
Traditional, 
SEP, 
SIMPLE and 
Roth IRAs 
are 
aggregated 
for this 
purpose  

 Traditional IRA 
to Roth IRA 

 SEP IRA to 
Roth IRA 

Roth 
conversion 

 IRS Form 1099-R issued for 
distribution 

 IRS Form 5498 issued for 
conversion contribution 

 Must be reported on tax 
return 

 Taxable 
 Can be done as a direct 

Roth conversion, directly 
between accounts. Or an 
indirect Roth conversion, 
where the owner takes a 
distribution from the 
traditional IRA and deposits 
the amount to the Roth IRA 
within 60-days of receipt. 

 Must be deposited as a 
Roth IRA conversion. 

 Unlimited 



55 | P a g e  
 
 

2021 Edition| IRA Quick Reference Guides | www.IRApublications.com | QRGB2021- V1 

 SIMPLE IRA to 
Traditional IRA 

 SIMPLE IRA to 
SEP IRA 

Transfer  Nonreportable movement of 
assets 

 Nontaxable 
 Allowed only after SIMPLE 

IRA has been funded for at 
least 2-years

 Unlimited 

Rollover  IRS Form 1099-R issued for 
distribution 

 IRS Form 5498 issued for 
rollover contribution 

 Must be reported on tax 
return 

 Nontaxable 
 Allowed only after SIMPLE 

IRA has been funded for at 
least 2-years 

 Must be completed within 
60-days of receipt, unless 
an exception applies

 Once per 12-
month 
period. All 
Traditional, 
SEP, 
SIMPLE and 
Roth IRAs 
are 
aggregated 
for this 
purpose   

 Traditional/ 
SEP IRA to 
SIMPLE IRA 

Transfer  Nonreportable movement of 
assets 

 Nontaxable 
 Allowed only after SIMPLE 

IRA has been funded for at 
least 2-years

 Unlimited 

Rollover 
 
 
 
 
 
 
 
 
 
 
 

 IRS Form 1099-R issued for 
distribution 

 IRS Form 5498 issued for 
rollover contribution 

 Must be reported on tax 
return 

 Nontaxable 
 Allowed only after SIMPLE 

IRA has been funded for at 
least 2-years 

 Must be completed within 
60-days of receipt, unless 
an exception applies

 Once per 12-
month 
period. All 
Traditional, 
SEP, 
SIMPLE and 
Roth IRAs 
are 
aggregated 
for this 
purpose   

  



56 | P a g e  
 
 

2021 Edition| IRA Quick Reference Guides | www.IRApublications.com | QRGB2021- V1 

 Traditional 
IRA to 
qualified 
plans (such 
as 401(k) and 
pension 
plans), 
403(b)s and 
governmenta
l 457(b) plans 

 SEP IRA to 
qualified 
plans, 
403(b)s and 
governmenta
l 457(b) plans 

Direct 
rollover or 
indirect 
rollover  

 IRS Form 1099-R issued for 
distribution 

 Allowed only if plan permits 
 If done as an indirect rollover 

the rollover must be 
completed within 60-days of 
receipt, unless an exception 
applies 

 If done as a direct rollover 
there is no 60-day limit  

 As is allowed 
under the 
receiving 
plan 

 Roth IRA to 
Roth IRA 

Transfer  Nonreportable movement of 
assets 

 Nontaxable

 Unlimited 

Rollover  IRS Form 1099-R issued for 
distribution 

 IRS Form 5498 issued for 
conversion contribution 

 Must be reported on tax 
return 

 Must be completed within 
60-days of receipt, unless an 
exception applies 

 Once per 12-
month 
period. All 
Traditional, 
SEP, 
SIMPLE and 
Roth IRAs 
are 
aggregated 
for this 
purpose  

 Roth IRA to 
Traditional, 
SEP or 
SIMPLE IRA 

Only as a 
recharacteri
-zation of a 
contribution 

 Must be direct 
 Must be for the same year 

for which the contribution 
was made 

 Must include net attributable 
income (NIA) 

 Must be done by tax filing 
due date, plus extensions 

 Regular IRA contributions 
cannot be recharacterized to 
SIMPLE IRAs 

 Unlimited  
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 Roth IRA to 
qualified 
plans (such 
as 401(k) and 
pension 
plans), 
403(b)s and 
governmenta
l 457(b) plans 

Not allowed  N/A  N/A 

 SIMPLE IRA 
to SIMPLE 
IRA 

Transfer  Nonreportable movement of 
assets 

 Nontaxable

 Unlimited 

Rollover  IRS Form 1099-R issued for 
distribution 

 IRS Form 5498 issued for 
rollover contribution 

 Must be reported on tax 
return 

 Nontaxable 
 Must be completed within 

60-days of receipt, unless an 
exception applies 

 Once per 12-
month 
period. All 
Traditional, 
SEP, 
SIMPLE and 
Roth IRAs 
are 
aggregated 
for this 
purpose  

 SIMPLE IRA 
to Roth IRA 

Roth 
conversion 

 IRS Form 1099-R issued for 
distribution 

 IRS Form 5498 issued for 
conversion contribution 

 Must be reported on tax 
return 

 Allowed only after SIMPLE 
IRA has been funded for at 
least 2-years 

 Can be done as a direct 
Roth conversion. Or an 
indirect Roth conversion, 
where the owner takes a 
distribution from the 
traditional IRA and deposits 
the amount to the Roth IRA 
within 60-days of receipt. 

 Must be deposited as a Roth 
IRA conversion.

 Unlimited 

 SIMPLE IRA 
to qualified 
plans, 
403(b)s and 

Direct 
rollover or 
indirect 
rollover 

 IRS Form 1099-R issued for 
distribution 

 As is allowed 
under the 
receiving 
plan 
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governmenta
l 457(b) plans 

 Allowed only after SIMPLE 
IRA has been funded for at 
least 2-years 

 Allowed only if plan permits 
 If done as an indirect rollover 

the rollover must be 
completed within 60-days of 
receipt, unless an exception 
applies 

 If done as a direct rollover 
there is no 60-day limit

 Qualified 
plans (such 
as 401(k) and 
pension 
plans), 
403(b)s and 
governmenta
l 457(b) plans 
to Traditional 
IRA or SEP 
IRA 

Direct 
rollover or 
indirect 
rollover 

 IRS Form 1099-R issued for 
distribution 

 IRS Form 5498 issued for 
rollover contribution 

 If done as an indirect rollover 
the rollover must be 
completed within 60-days of 
receipt, unless an exception 
applies 

 If done as a direct rollover 
there is no 60-day limit

 Unlimited 

 Qualified 
plans (such 
as 401(k) and 
pension 
plans), 
403(b)s and 
governmenta
l 457(b) plans 
to Roth IRA 

Direct 
rollover or 
indirect 
rollover 

 IRS Form 1099-R issued for 
distribution 

 IRS Form 5498 issued for 
rollover contribution 

 If done as an indirect rollover 
the rollover must be 
completed within 60-days of 
receipt, unless an exception 
applies 

 If done as a direct rollover 
there is no 60-day limit

 Unlimited  

 Qualified 
plans (such 
as 401(k) and 
pension 
plans), 
403(b)s and 
governmenta
l 457(b) plans 
to SIMPLE 
IRA 

Direct 
rollover or 
indirect 
rollover 

 IRS Form 1099-R issued for 
distribution 

 IRS Form 5498 issued for 
rollover contribution 

 If done as an indirect rollover 
the rollover must be 
completed within 60-days of 
receipt, unless an exception 
applies 

 If done as a direct rollover 
there is no 60-day limit

 Unlimited 
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 Allowed only after SIMPLE 
IRA has been funded for at 
least 2-years
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14. Rollover and Transfer Rules for Nonspouse Beneficiaries: 

Quick Reference  
 

Nonspouse beneficiaries are subject to stricter rules, than those that apply to 
retirement account owners, for moving assets. Breaking the rules could mean loss of 
tax deferred status and unintended distributions. As such, extra are must be taken to 
ensure that the right method is used, when moving inherited retirement accounts.  

 
Type of 
Account 
You 
Inherited 

Types of Accounts to which the 
inherited account can be:

Important Reminders 

Transferred Rolled-over  

Traditional 
IRA, SEP 
IRA  

Traditional IRA, 
SEP IRA, 
SIMPLE IRA   

None  Applies to individuals, 
nonpersons and qualified 
trusts beneficiaries  

SIMPLE 
IRA 

Traditional IRA, 
SEP IRA, 
SIMPLE IRA 

None  Applies to individuals, 
nonpersons and qualified 
trusts beneficiaries 

 Amounts in a SIMPLE IRA 
cannot be moved to another 
type of retirement account 
until after the two-year 
period which begins on the 
date on which the owner first 
participated in the SIMPLE 
IRA

Roth IRA Roth IRA None  Roth IRA ordering rules 
apply 

 The five-year period for 
determining if a distribution 
is qualified starts with the 
year the owner established 
the Roth IRA. It does not 
restart with the beneficiary 

 Applies to individuals, 
nonpersons and qualified 
trust beneficiaries  

403(b) 403(b)  Traditional IRA, 
Roth IRA

 The rollover provision 
applies to individuals and 
qualified trusts. It does not 
apply to nonpersons such as 
estates and charities 

 Must be a direct rollover  

457(b) 457(b) Traditional IRA, 
Roth IRA

Qualified 
plan 

Qualified plan Traditional IRA, 
Roth IRA



61 | P a g e  
 
 

2021 Edition| IRA Quick Reference Guides | www.IRApublications.com | QRGB2021- V1 

 It is mandatory for 
employers to allow 
nonspouse beneficiaries to 
rollover inherited amounts 
from qualified plans, 403(b) 
and 457(b) plans to IRAs as 
of 01/01/2010. 

 The funds must be rollover-
eligible in order for the 
rollover to occur. Funds that 
are not rollover-eligible 
cannot be rolled over to any 
type of retirement account 

 Excluded from income if 
rolled-over to a Traditional 
IRA or SEP IRA 

 Included in income if rolled-
over to a Roth IRA  

 
Notes: 
 ‘Transfer’ means a nonreportable movement of amounts from the delivering account 

to the receiving account. Generally, the transfer is accomplished by means of an 
internal journal, or by delivery of the amounts directly between two financial 
institutions. Transfers are nonreportable (not reported to the IRS and not reported on 
the individual’s tax return) and nontaxable. 

 ‘Rollover’ means that a ‘distribution’ was done from the delivering account and 
deposited to the receiving account as a rollover contribution. Distributions are reported 
on IRS Form 1099-R and rollovers are reported on IRS Form 5498.  

 The receiving accounts must be ‘inherited accounts’/’beneficiary accounts. 
Nonspouse beneficiaries cannot transfer or rollover inherited retirement accounts to 
their ‘own’ retirement accounts. Inherited IRAs must be maintained in the names of 
the decedent and beneficiary, and under the tax identification number of the 
beneficiary. Tax reporting is done under the tax identification number of the 
beneficiary.  

 Nonperson beneficiaries include any beneficiary that is not a human being or a 
qualified trust. Examples include estates, charities and nonqualified trusts. 

 Generally, movement of amounts to an inherited account under an employer plan, 
must be done from an account under the same plan. 
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15. Early Distribution Penalty Exceptions: Quick Reference 

Guide 
 

 

Exceptions to the 10% Early Distribution Penalty ‘by Type of Account’ 
Generally, if you make a withdrawal from your retirement account before you reach 
the age of 59½, you will owe the IRS a 10% additional tax (10% early distribution 
penalty) on the amount. However, there are exceptions to this penalty. The following 
is a list of these exceptions and the retirement accounts to which they apply. 
Exception 
(Type of 
Distribution)  

Traditional IRA16 Roth 
IRA 

Qualified 
plan, 

403(b) 
and 

457(b)17 
acc’ts

Death Distributions taken by your beneficiaries 
after your death

Y Y Y 

Disability Distributions taken after you become 
permanently disabled 

Y Y Y 

Basis The amount represents basis in your 
account. Basis includes after-tax 
contributions to qualified plans and 
nondeductible contributions to IRAs

Y Y Y 

IRS Levy The distribution occurs as a result of an 
IRS levy 

Y Y Y 

Rollover The amount is rolled over within 60-days 
of receipt  

Y Y Y 

Qualified 
Reservist  

The amount is a qualified reservist 
distribution 

Y Y Y18 

Unreimburse
d medical 
expenses  

The amount is used to pay for eligible 
unreimbursed medical expenses19.  

Y Y Y 

SEPP [ 72(t)] 
Payments 

The distribution is part of a substantially 
equal periodic payment (SEPP), 
commonly referred to as 72(t) payments 

Y Y Y 

First-time 
Homebuyer 

The distribution is used to buy, build or 
rebuild a first home for you or an eligible 
family member  

 Y Y N 

 
16 Includes SEP and SIMPLE IRAs. For SIMPLE IRAs, the penalty is increased to 25% if the distribution occurs before the end of the 
two-year period beginning on the date on which the owner first participated in any SIMPLE IRA Plan maintained by his/her employer 
17 457(b) means governmental 457(b) plan. Distributions from a 457(b) plan are not subject to the 10% early distribution penalty, unless 
the amount is attributed to a rollover from another retirement plan that is subject to the penalty.  For example, if amounts were rolled 
over from a Traditional IRA to the 457(b) plan, distributions of that amount would be subject to the 10% early distribution penalty unless 
an exception applies 
18 Limited to distributions from salary deferral contributions 
19 Unreimbursed medical expenses that are more than 10% of adjusted gross income 
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Higher 
Education 
Expenses 

The distribution is used for qualified 
higher education expenses at an eligible 
educational institution for you or an 
eligible family member

Y  Y        N 

Roth 
Conversion 
or rollover 

The amount is converted or rolled over to 
a Roth IRA 

Y N/A     Y 

Conversion 
aged five 
years in the 
account 

The amount has been in a Roth IRA for at 
least five years, after being converted or 
rolled over. 

N/A Y     N/A 

Qualified 
Distribution 

The amount is a distribution from a Roth 
IRA or designated Roth Account [Roth 
401(k) or Roth 403(b)] that meets the 
requirements to be ‘qualified’ 

N/A Y Y
20 

Health 
Insurance 
Premiums  

The amount is used to pay for health 
insurance premiums for yourself, your 
spouse, and your dependents, and you 
receive the distributions during the year 
you received unemployment 
compensation or the following year, but 
no later than 60 days after you have been 
reemployed 

Y Y N 

Child birth/ 
adoption 

Up to $5,000 per person, for distributions 
made for qualified birth or adoption 
distribution, made during the 1-year 
period beginning on the date on which a 
child of the individual is born or on which 
the legal adoption by the individual of an 
eligible adoptee is finalized.

Y Y Y21

QDRO The amount was distributed to an 
alternate payee, under a qualified 
domestic relations order (QDRO)

N N Y 

Age 55 The distribution is taken after you 
separate from service with the employer 
that sponsors the plan, providing the 
separation occurs in the year you reach 
age 55 or later. This is reduced to age 50 
for a qualified public safety employee 
(QPSE) 22 

N N Y 

 
20 Applies only to Designated Roth Accounts under a qualified plan or 403(b) plan [ Roth 401(k) & Roth 403(b) accounts] 
21 Does not include defined benefit plans 

22 Effective for distribution 01/01/2017 and after, QPSE definition expanded to include certain Federal law enforcement officers, Federal 
customs and border protection officers, Federal firefighter air traffic controller. Expanded from just governmental Defined benefit plans, 
to include governmental defined contribution plans, such as Thrift Savings Plans and 403(b) plans. 
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ESOP 
Dividend 

The amount is a dividend from an ESOP N N Y 

P.S. 58 
Costs 

The amount is for premiums paid by a 
trustee for current life or other insurance 
protection  

N N Y 

Corrective 
distributions  

Distribution is a return of excess 
contributions that was corrected timely. 
(Not including earnings on IRA excess 
contributions) 

Y Y Y 
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16. Quick Reference: Substantially Equally Periodic 

Payments/SEPP/72(t): Quick reference Guide  
If you take distributions from your retirement account before you reach age 59½, the 
amount will be subject to a 10% additional tax (early distribution penalty), unless you 
qualify for an exception to the penalty. One of the exceptions applies to distributions 
taken under a substantially equal periodic payment (SEPP) program. This is commonly 
referred to as 72(t) Payments, because they are governed under Section 72(t) of the 
Tax Code. 
SEPP distributions are subject to a strict set of rules. Breaking the rules could 
result in a ‘modification’ 
 Type of 

Plan/Account  
Eligibility Requirement / Rule 

Eligibility 
to start a 
SEPP 

 Traditional IRAs, 
SEP IRAs, and 
SIMPLE IRAs 

 Any owner of these accounts, who are 
under age 59½  

 Qualified 
Plans23, 403(a) 
Annuity Plans, 
403(b) Plans 

 Any owner under age 59½, who is no longer 
working for the company that sponsors the 
plan 

 Roth IRA  A SEPP from a Traditional IRA that is 
converted to a Roth IRA must continue after 
the conversion

 Governmental 
457(b) Plans  

 N/A. Distributions from Governmental 
457(b) plans are not subject to the 10% 
early distribution penalty. An exception 
applies to amounts rolled over from a 
Traditional SEP or, SIMPLE IRA or 
employer plan

 
Feature/ 
Rule 

Requirement Exception/Comments/Rules 

Required 
duration 

 Five years or 
until the account 
owner reaches 
age 59½, 
whichever is 
longer 

The exceptions to the duration requirement are: 
 If the account owner dies, 
 If the IRA owner is disabled, as defined 

under the Tax Code, and 
 If the account balance is depleted  

Calculation 
methods  

 The required 
minimum 
distribution 
(RMD) method 

 An annual payment for a year is determined 
by dividing the account balance for that year 
by the applicable life expectancy 

 The account balance, number from the 
chosen life expectancy table and annual 
payments are redetermined for each year. 

 
23 Stock bonus, pension, or profit-sharing plan 
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 Payments may change from year to year, as 
the account balance and life expectancy 
changes 

 May not switch to another method 
 The fixed 

amortization 
method 

 The annual payment for each year is 
determined by amortizing the account 
balance in level amounts, over a specified 
number of years and using an allowed 
interest rate  

 The number of years is determined by using 
the life expectancy table chosen by the 
account owner  

 The account balance, the chosen life 
expectancy table and the resulting annual 
payment are determined once for the first 
distribution year and the annual payment is 
the same in each succeeding year 

 May switch to the RMD method any time 
after the first year 

 The fixed 
annuitization 
method 

 The annual payment for each year is 
determined by dividing the account balance 
by an annuity factor that is the present value 
of an annuity of $1 per year, beginning at 
the account owner’s age and continuing for 
the life of the account owner (or the joint 
lives of the account owner and beneficiary).  

 The annuity factor is derived by using the 
mortality table in Revenue Ruling 2002-62 
and using the chosen interest rate.  

 The account balance, the annuity factor, the 
chosen interest rate and the resulting 
annual payment are determined once for the 
first distribution year and the annual 
payment is the same amount in each 
succeeding year. 

 May switch to the RMD method any time 
after the first year
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Feature/ 
Rule 

Requirement Exception/Comments/Rules 

Life 
expectancy  

The life expectancy 
tables that can be 
used to determine 
distribution periods 
are:  
 The uniform-

lifetime table  
 The single life 

expectancy table 
 The joint and last 

survivor table  

 The age that the account owner reaches in 
the year of calculation is used to determine 
the life expectancy  

 If the joint and survivor table is being used, 
the age that the account owner and the age 
that the beneficiary reaches in the year of 
calculation is used to determine the life 
expectancy  

 For the RMD method, the same life-
expectancy table used in the first year must 
be used in subsequent years, unless an 
exception applies 

 If the joint life and last survivor table is used, 
the beneficiary used in the calculation must 
be a beneficiary on the account for which 
the calculation is being done 

 If there are multiple beneficiaries, the life-
expectancy of the oldest beneficiary must 
be used 

 If there are multiple beneficiaries, and one 
of those beneficiaries is a nonperson, such 
as a nonqualified trust, estate or charity, the 
joint life and last survivor cannot be used 

 The beneficiary is determined for a year as 
of January 1 of the calculation year 

 For the RMD method, if a beneficiary dies, 
that beneficiary is not considered for future 
following years 

 The single life expectancy table is used for 
any year the account has no designated 
beneficiary

Interest 
rates 

 The interest rate 
used must not be 
more than 120 
percent of the 
federal mid-term 
rate for either of 
the two months 
immediately 
preceding the 
month in which 
the distribution 
begins 
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Account 
balance 

 Must be 
determined in a 
reasonable 
manner based 
on the facts and 
circumstances 

Example: 
 For an IRA with daily valuations that made 

its first distribution on July 15, 2021, it would 
be reasonable to determine the yearly 
account balance, when using the RMD 
method, based on the value of the IRA from 
December 31, 2020 to July 15, 2021. 

 
For subsequent years, it would be 
reasonable to use the value either on 
December 31 of the prior year or on a date 
within a reasonable period before that year’s 
distribution.

 No changes to 
account balance 
as of the first 
valuation date 
selected 

 No addition to the account balance other 
than gains or losses 

 No nontaxable transfer of a portion of the 
account balance to another retirement plan 

 No rollover of any SEPP amount received 
resulting in the amount not being taxable

Results of a 
modification 

 If a SEPP is 
modified, the 
SEPP exception 
to the 10% early 
distribution 
penalty does not 
apply, and the 
penalty waived 
under the 
program applies, 
plus interest 

Exceptions 
 RMD calculation method: Amount may 

change from year to year. Cannot change to 
amortization or annuitization method 

 Discontinuation of SEPP as a result of death, 
disability or depletion of account balance 

 Switch to RMD method:  One time change 
from amortization or annuitization method to 
RMD method, providing the RMD method is 
followed in all subsequent years. 

SEPP Guidance 
Type Status / Reliability Comments
Tax Code 
Section 
72(t)(2)(A
)(iv) 

 Official guidance 
 Can be relied on by 

everyone 

 Provides that distributions taken under a 
SEPP are not subject to the 10% early 
distribution penalty 

Revenue 
Ruling 
2002-62 

 Official guidance 
 Can be relied on by 

everyone 

 Provides guidance on what constitutes a 
series of substantially equal periodic 
payments within the meaning of Code 
Section 72(t)(2)(A)(iv) 

 Includes general guidelines for: 
o Calculation methods 
o Interest rates 
o Life expectancy rules 
o Changes to account balance 
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o Changing from amortization to 
annuitization methods to RMD 
method

Private 
Letter 
Rulings 
(PLR) 

 Not official 
guidance 

 Can be relied on 
only by the 
individual to whom 
issued 

 Gives an idea of 
the IRS’ position, 
based on facts and 
circumstances  
 

 PLR 199943050: IRS denied request to 
increase annual amounts for cost of living 
increase  

 PLR 200027060: Individual who received a 
portion of former spouse’s IRA under a 
divorce decree or legal separation 
agreement was not required to continue 
SEPP started by former spouse. 

 PLR 200050046: IRA owner was allowed to 
reduce annual SEPP amount proportionately 
to amount transferred to former spouse 
under a divorce decree or legal separation 
agreement 

 PLR 200432021: IRA owners were allowed 
to refigure annual amounts each year, under 
the amortization method 

 PLR 200503036: SEPP amount not 
withdrawn by the deadline because of 
financial institutions’ error, was allowed to be 
withdrawn after deadline 

 PLR 200925044: Partial transfer resulted in a 
modification  

 201235029: Duplicate SEPP amount 
distribution as a result of financial institution’s 
error. 60-day rollover of duplicate amount did 
not result in a modification 

 PLR 201323045: Partial transfer, though 
unintentional, as well as missed distribution 
that was taken (made up) from another IRA 
resulted in a modification 

Tax Court 
Summary 
Opinion: 
Benz v. 
Commissi
oner (132 
TC No. 
15) 

 

 Not official 
guidance for the 
public 

 Can be relied on 
only by the 
individual to whom 
issued 

 

 Held: An amount (other than a SEPP 
payment) withdrawn from an IRA that is 
earmarked for a SEPP program, does not 
result in a modification, if the amount (other 
than a SEPP payment) qualifies for another 
exception under IRC § 72(t)  

 This additional withdrawal was for qualified 
educational expenses.  

 Ruled against the IRS and for the IRA owner
Planning Tips 
 Consider duration: If the financial need is short term: consider whether it is 

practical to start a SEPP that will be required to continue for a long period. In some 
cases, it is more practical to pay the penalty and avoid depleting your retirement
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nest egg. For example: If you are in-between jobs, and will no longer need the 
payments to cover your expenses when you get a new job, consider whether you 
should start a SEPP 

 Check for other exceptions: Check to determine if you qualify for another 
exception before starting a SEPP 

 Split IRA/ Reverse Calculation to manage amount: If your account balance 
results in too much SEPP amounts, consider performing reverse calculation to 
determine the amount required to produce the desired amount. Then transfer that 
amount to a new IRA and run the SEPP from that IRA

More information Visit wqww.brentmark.com  for calculators  
IRS Publication 590B at www.irs.gov 
IRS Publication 590a at www.irs.gov
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17. Roth IRA Distribution: Tax and Penalty Treatment: Quick 

Reference  
 

If your Roth IRA distribution is qualified, it is tax-free and penalty free. In order to 
be considered ‘’qualified’, a distribution from a Roth IRA must meet the following two 
requirements: (1) The distribution must occur at least five years after your first Roth IRA 
was funded, and (2) The distribution must occur: after your death, as a result of your 
being disabled, on or after the day that you reached age 59 ½, or for up to $10,000 
used toward the acquisition, construction or reconstruction of a first-time home of an 
eligible individual. 

Use this guide to determine if a distribution from a Roth IRA is subject to federal 
income tax and/or the 10% early distribution penalty.
Quick Reference # 1: Amounts Subject Income Tax and/or the 10% Penalty 
If your distribution is nonqualified, distributions occur under the ordering rules 
(contributions first, conversions/rollovers second, then earnings third -see table 
below). 
Source of Distributed Assets Tax and Penalty 

Treatment 
Comments 

First source: Your distributions come from this source first. You never get to the 
second source until all of these amounts have been distributed.
 Regular Roth IRA contributions 

& 
 Rollovers from Designated Roth 

Accounts [Roth 403(b), 403(a) 
and governmental 457(b) 
accounts], where the rollover 
amount is basis, which is from: 
a) a qualified distribution or 
b) if the distribution is non-

qualified, the amount that is 
attributed to contributions 
(not earnings)  

 Tax Free 
 Penalty Free 

Since  
(a) no deduction 

was ever 
received for your 
regular Roth IRA 
contributions,   

(b) a rollover of basis 
from a 
Designated Roth 
Account was 
already a 
‘qualified 
distribution’ or 
represents 
Designated Roth 
Account 
contributions; 
then distributions 
of these amounts 
are tax and 
penalty free, 
regardless of 
how soon they 



72 | P a g e  
 
 

2021 Edition| IRA Quick Reference Guides | www.IRApublications.com | QRGB2021- V1 

are withdrawn 
from your Roth 
IRA (no time 
limit).  

Second Source: Your distributions come from this source second on a First in first out 
(FIFO) basis.  
 You never get to this source unless the first source has been depleted, or you had 

no funding from contributions under the first source.
 Taxable Conversions from 

Traditional, SEP and SIMPLE 
IRAs & 

 Taxable Rollovers from 
qualified, 403(b), 403(a) and 
governmental 457(b) plans- not 
including Roth 401(k) and Roth 
403(b)accounts. 

 Tax Free 
 10% early distribution 

penalty applies 
unless you qualify for 
an exception   

 If it has been at 
least five years 
since the 
conversion was 
done, the 10% 
penalty does not 
apply to the non-
qualified 
distribution 

 Taxes do not 
apply, since any 
taxable amount 
was taxed at the 
time the amount 
was converted or 
rolled over to the 
Roth IRA 

 Nontaxable Conversions from 
Traditional, SEP and SIMPLE 
IRAs & 

 Nontaxable Rollovers from 
qualified, 403(b), 403(a) and 
governmental 457(b) plans- not 
including Roth 401(k) and Roth 
403(b)accounts 

 Tax Free 
 Penalty Free 

 These amounts 
come from 
nondeductible 
contributions to 
Traditional IRAs 
and rollovers of 
after-tax 
amounts from 
qualified plans 
and 403(b) 
accounts 

 Since these 
amounts would 
not have been 
subject to the 
early distribution 
penalty if they 
were distributed 
from a Traditional 
IRA, they are not 
subject to the 
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early distribution 
penalty when 
withdrawn from 
the Roth IRA, 
regardless of 
how soon they 
are withdrawn

Last source: Your distributions come from this source last
 Earnings on Roth IRA & 
 Rollover of earnings from a 

nonqualified distribution from a 
Roth 401(k) or Roth 403(b) 

 Federal income tax 
applies 

 10% early distribution 
penalty applies 
unless you qualify for 
an exception   

 This includes 
rollover of 
earnings from a 
non-qualified 
distribution from 
a Roth 
401(k)/Roth 
403(b) 
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18. Tax and Penalty Determination on Nonqualified 

Distribution from a Roth IRAs: Quick Reference  
 

If a distribution from a Roth IRA is not a qualified distribution, then the ordering rules 
must be applied to determine how much of the distribution is taxable and/or subject to 
the 10% early distribution penalty. Under the ordering rules, Roth IRA assets are 
distributed in the following order:
Order Source of Funding  Comments
1st  Regular Roth IRA 

contributions 
 Rollover of basis from 

a Roth 401(k) or Roth 
403(b)  

 These amounts are always tax-free and penalty-
free 

 Basis from a Roth IRA or Roth 403(b) is from 
(a) a qualified distribution or (b) if the 
distribution is non-qualified, the amount is 
attributed to salary deferral contributions to the 
Roth account

2nd  Roth conversions 
from Traditional IRAs, 
SEP IRAs, and 
SIMPLE IRAs 

 Rollover contributions 
from qualified plans, 
403(b) accounts, 
457(b) accounts, 
403(a) annuities   

 You never get to these amounts unless all of the 
amounts in the 1st category are distributed from 
all of your non-inherited Roth IRAs 

 These amounts are always tax-free, because 
any taxes owed were already paid at the point of 
conversion or rollover 

 If these amounts have been in your Roth IRA for 
at least five years, they are penalty-free 

 If these amounts have not been in your Roth IRA 
for at least five years, the 10 % penalty applies, 
unless you qualify for an exception. * 

 Each conversion or rollover has its own five-year 
clock, and withdrawals cannot be made from a 
conversion done in a particular year, unless all 
conversions that occurred in prior years have 
been fully distributed from the Roth IRA. For 
example: Distributions from conversions that 
occurred in 2020 cannot occur until conversions 
from 2018 and previous years have been fully 
distributed. 

 If a conversion or rollover to a Roth IRA includes 
pre-tax and after-tax amounts, the pre-tax 
amounts are distributed first. For instance, if a 
conversion of $100,000 includes $80,000 pre-
tax and $20,000 after-tax, distributions will first 
occur from the $80,000.  After that amount has 
been depleted, distributions will then come from 
the remaining $20,000.
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3rd  Earnings that accrue 
within the Roth IRA  

 The earnings amount 
for a rollover of a 
nonqualified 
distribution from a 
Roth 401(k) or a Roth 
403(b). 

 You never get to these amounts unless all of the 
amounts in the 2nd category are distributed from 
all of your non-inherited Roth IRAs 

 These amounts are subject to income tax 
 These amounts are subject to the 10% early 

distribution penalty unless you qualify for an 
exception. 

*The exceptions to the 10% early distribution penalty for nonqualified Roth IRA 
Distributions  
A distribution from a Roth IRA is never subject to the 10% early distribution penalty, if 
the distribution occurs on/or after you reach age 59 ½, or if an exception applies. The 
following are some of the exceptions that apply if , at the time the distribution occurs: 
 It is taken by your beneficiary after your death 
 You are permanently disabled 
 The distribution is part of a substantially equal periodic payment (SEPP)/72(t) 
 The amount is rolled over within 60-days of receipt 
 The amount is a qualified reservist distribution  
 The amount is used for unreimbursed medical expenses that are more than  

10%24 of your adjusted gross income 
 The amount is not more than the cost of health insurance premiums following your 

unemployment 
 The amount is used for qualified higher education expenses 
 The distribution is from a conversion that has aged at least five years 
 The amount is used to buy, build or rebuild a first home 
 The distribution is a result of an IRS levy on the IRA 
 The amount comes from regular contributions or nontaxable conversions/rollovers 
 The amount is a return of excess contribution  

 

Some of these are high level descriptions and are subject to more detailed requirements.
 

  

 
24 The threshold is increased from 7.5 percent to 10 percent as of January 1, 2019.  
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19. Required Minimum Distributions 
 

For Owners of IRAs, Defined Contribution Plans, 403(b)s
Use this guide to help determine the required minimum distribution amounts that must 
be withdrawn by owners of IRAs, defined contribution plans, 403(b)s and 
Governmental 457(b) plans. 
Owners and beneficiaries of retirement accounts are subject to required minimum 
distribution (RMD) rules. Under these rules, RMD amounts must be withdrawn by 
deadlines as determined under the tax code. Failure to withdraw RMD amounts by the 
applicable deadline will result in the account owner being subject to a 50 percent 
excise tax (excess accumulation penalty) on the RMD shortfall. This quick reference 
guide addresses RMDs for account owners. RMDs for beneficiaries are addressed in 
our ‘Beneficiary Options’ quick reference guide
RMD Defined: The RMD is the minimum amount that must be withdrawn from a 
retirement account for a year for which an RMD is due. Generally, the RMD is 
determined by dividing:  

(a) the fair market value for the end of the year that precedes the year for which 
the RMD is being calculated, by  

(b) the life-expectancy for the year for which the RMD is being calculated 
Accounts Subject to RMDs 
Account or retirement plan type Owners Subject to RMD
Traditional IRA/SEP IRA Y 
SIMPLE IRA Y 
Roth IRA N 
Qualified Plan (e.g. 401(k), profit sharing, pension 
plans) 

Y 

403(b) Account Y 
Governmental 457(b) Account Y 
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RMD Deadlines for Account Owners 
Deadlines Rules to which deadlines apply
First RMD 
Year  

The year for which the first RMD is due 
 For Traditional IRAs, SEP IRAs, and SIMPLE IRAs: 

o If the owner reached age 70 ½ by December 31, 2019, the 
first RMD year is the year in which the owner reached age 
70½ 

o If the owner reaches age 70½ after December 31, 2019, the 
first RMD year is the year in which the owner reaches age 72 

 For qualified plans, 403(b) plans, and governmental 457(b) plans: 
o If the owner reached age 70½ by December 31, 2019, the 

first RMD year is the later of: 
a) The year in which the owner reaches age 70½, or 
b) The year in which the owner separates from service 

with the employer that sponsors the plan 
o If the owner reaches age 70½ after December 31, 2019, the 

first RMD year is the year in which the participant reaches 
age 72 

 
Important: Option b) is available only if allowed under the 
plan. Employees should check with their employers to 
determine if they are allowed to defer starting RMDs past 
age in (a) until retirement. 

Note: While an RMD is due for the first RMD year, that RMD can be 
deferred until the required beginning date (RBD). If the first RMD is 
deferred until the RBD, two RMD amounts will need to be withdrawn for 
the second year, as all other RMDs must be withdrawn by December 
31 of the year for which they are due.
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Required 
beginning 
date 

The deadline by which the first RMD must be withdrawn (see above) 
 For Traditional IRAs, SEP IRAs, SIMPLE IRAs: 

o If the owner reached age 70½ by December 31, 2019, the 
RBD is April 1 of the year that follows the year in which the 
owner reaches age 70½ 

o If the owner reaches age 70½ after December 31, 2019, the 
RBD is April 1 of the year that follows the year in which the 
owner reaches age 72½ 

 For qualified plans, 403(b) plans, and governmental 457(b) plans:  
o If the owner reached age 70½ by December 31, 2019, the 

RBD is the later of: 
a. April 1 of the year that follows the year in which the 

participant reaches age 70½ 
b. April 1 of the year that follows the year in which the 

participant separates from service with the plan sponsor 
o If the owner reaches age 70½ after December 31, 2019, the 

RBD is April 1 of the year that follows the year in which the 
participant reaches age 72 

Important: Option b) is available only if allowed under the plan. 
Employees should check with their employers to determine if 
they are allowed to defer starting RMDs past age the age in (a) 
until retirement 

Note: All other RMDs must be withdrawn by December 31 of the year 
for which the RMD is due. 

December 
31 deadline 

The deadline by which RMD amounts due for the year must generally 
be withdrawn.  
Exception to December 31 deadline: An exception applies to the 
December 31 deadline for the first year for which an RMD is due. 
Under this exception, account owners can defer the RMD for the ‘first 
RMD year’ until the RBD. If the first RMD is deferred until the RBD, two 
RMD amounts will need to be withdrawn for the second year. 
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RMDs and Portability: Summary 
When moving assets between retirement accounts during a year for which an RMD is 
due, certain rules must be followed to prevent ineligible rollover of RMDs. The 
following table summarizes the portability rules for RMDs.
Asset Movement Transaction 

Type 
RMD 
Portability 
Rule

 From a Qualified plan, 403(b) or 
governmental 457(b) plan to a Traditional 
IRA or SEP IRA 

 From a Traditional, SEP or SIMPLE IRA 
to a Qualified plan, 403(b) or 
governmental 457(b) plan 

 Rollover. Can 
be direct 
rollover or 
indirect rollover 

 RMD must 
be taken 
before 
rollover  
 

 From a Qualified plan, 403(b) or 
governmental 457(b) plan to a Roth IRA 

 Rollover. Can 
be direct 
rollover or 
indirect rollover 

 RMD must 
be taken 
before 
rollover 

 From a Designated Roth Account [Roth 
401(k), Roth 403(b), Roth 457(b)] to a 
Roth IRA 

 Rollover. Can 
be direct 
rollover or 
indirect rollover 

 RMD must 
be taken 
before 
rollover   

 From a Traditional IRA, SEP IRA, or 
SIMPLE IRA to a Roth IRA 

 Roth 
Conversion. 
Can be direct 
conversion or 
indirect 
conversion

 RMD must 
be taken 
before 
conversion  

 From a Traditional, SEP IRA or SIMPLE 
IRA to a Traditional IRA, SEP IRA or 
SIMPLE IRA. Directly between 
Custodian/Trustee and non-reportable   

 Rollover  RMD must 
be taken 
before 
rollover   

 Transfer  RMD can be 
taken before 
or after the 
transfer. 

Important: Assets cannot be moved from a SIMPLE IRA to another retirement plan 
(other than another SIMPLE IRA), or from another retirement plan to a SIMPLE IRA; 
unless it has been at least two years since the first SIMPLE IRA contribution was 
made to the SIMPLE IRA. 
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RMD Aggregation Rules 
Under the RMD aggregation rules, an individual is allowed to aggregate RMDs for 
multiple accounts and withdraw the total from one or more of those accounts. 
However, this aggregation is not allowed for all types of accounts. Improper 
application of the aggregation rule can result in the owner of the accounts being 
subject to the excess accumulation penalty.  
Example 1: Improper application of RMD Aggregation Rules  
John has a Traditional IRA and a 401(k) account. He must take RMDs from both 
accounts. John withdrew the aggregate total (for both accounts) from his 401(k) 
account. No withdrawals were made from his IRA. 
John will owe the IRS a 50-percent excess accumulation penalty on the RMD that is 
due from the Traditional IRA, because the RMD for the Traditional IRA was not 
satisfied.  
Example 2: Proper application of RMD Aggregation Rules  
Sally has two Traditional IRAs (IRA # 1 and IRA # 2). She must take RMDs for both 
IRAs. Sally withdrew the aggregate RMD (for both IRAs) from IRA# 1 by the deadline. 
No withdrawals were made from IRA# 2. 
Sally will not owe an excess accumulation penalty, because her RMD for both IRAs 
were withdrawn by the deadline.

Summary of RMD Aggregation Rules
Types of Retirement Accounts Is RMD 

Aggregation 
Allowed

Multiple Traditional IRAs, SEP IRAs and/or SIMPLE IRAs (All 
non-inherited) 

Yes 

Multiple Traditional 401(k) accounts with different employers No
Multiple Traditional 401(k) accounts under the same 401(k) plan Yes
(a) A Traditional, SEP and/or SIMPLE IRA and (b) a 401(k) Plan No
Multiple 403(b) accounts (same or different employer) Yes
A 401(k) account and a 403(b) account No
(a) A 403(b) account and (b) a Traditional, SEP or SIMPLE IRA No
(a) An Inherited (Beneficiary) Traditional IRA and (b) a non-
Inherited Traditional IRA  

No 

Note: When aggregating RMDs, the RMD for each account must be calculated 
separately, and can then be totaled and taken from one or more of the accounts
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RMD Related Definitions 
Term or Phrase  Definition or Rule  
Required 
Minimum 
Distribution 
(RMD) 

 Minimum amount that must be withdrawn from a retirement 
account for a year 

 The RMD is determined by dividing: The fair market value for 
the end of the year that precedes the year for which the RMD is 
being calculated; by the life-expectancy for the year for which 
the RMD is being calculated.

Required 
Beginning Date  

 The deadline by which the first RMD must be withdrawn  

Distribution 
period  

 The life-expectancy factor determined under the IRS’ Uniform 
Lifetime Table that is used to calculate RMD amounts for the 
account owner. The distribution period is determined by using 
the joint life expectancy of the account owner and a beneficiary 
that is ten years younger than the account owner. The true age 
of the account owner is used. However, the ‘beneficiary age’ 
used is ten years younger than the account owner regardless of 
the true age of any named beneficiary, and/or even if there is 
no named beneficiary. 

Joint Life and 
Last Survivor 
Expectancy  
 

 The life-expectancy factor determined under the IRS’ Joint Life 
and Last Survivor Expectancy table. The Joint Life and Last 
Survivor Expectancy table is used when the spouse of the 
account owner is the sole primary beneficiary of the account 
and is more than 10-years younger than the account owner. 
The true ages of the account owner and the beneficiary are 
used to determine the joint life expectancy.

Fair market 
value (FMV) for 
the previous 
year-end 

 The FMV for December 31 of the year that precedes the year 
for which the RMD is being calculated for an IRA. Outstanding 
rollovers, outstanding conversions and outstanding transfers 
must be included in the FMV for the previous year when 
calculating the RMD.

Outstanding 
rollover 

 Distributions taken from an IRA during one year and rolled-over 
to the same or another IRA during the following year 

Outstanding 
recharacteriz-
ation 

 A conversion that is recharacterized after the end of the year in 
which the conversion was done.  

Note: Roth Conversions done after 12/31/2017 may not be recharacterized 

Outstanding 
Transfer 

 A trustee-to-trustee transfer where the assets leave the 
delivering IRA in one year, and are credited to the receiving IRA 
in the following year.
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Excess 
Accumulation 
Penalty  

 The 50-percent excise tax that applies to RMD amounts not 
withdrawn by the applicable deadline. The IRS will waive the 
penalty if failure to withdraw the amount by the deadline is due 
to ‘reasonable cause.  The account owner must establish the 
following to the satisfaction of the Commissioner when 
requesting the waiver: 

o The RMD shortfall was due to reasonable error; and 
o Reasonable steps are being taken to remedy the 

shortfall.  
The penalty is calculated on IRS Form 5329 which is available, 
along with accompanying instructions, at www.irs.gov. The 
instructions include the line number of IRS Form 1040, or Form 
1040NR on which the calculated amount should be entered. 
 
If a request for a waiver of the penalty will be submitted to the IRS, 
the penalty should not be paid unless the IRS denies the request.

Life-
expectancy 
tables 

The life expectancy is determined under one of the following IRS 
life-expectancy tables: 
 The Uniform Lifetime Table: This is used to calculate RMD 

amounts for account owners. The table provides a ‘distribution 
period’ based on the age of the account owner and a 
beneficiary that is ten years younger than the account owner. 
While the true age of the account owner is used, the 
beneficiary’s age used is ten years younger than the account 
owner regardless of the true age of the beneficiary. 

 The Joint Life and Last Survivor Expectancy Table: The 
Joint Life and Last Survivor Expectancy table is used to 
calculate RMDs for an account owner, when the spouse of the 
account owner is the sole primary beneficiary of the account 
and is more than 10 years younger than the account owner. 
The true ages of the account owner and the beneficiary are 
used to determine the joint life expectancy for the year for which 
the RMD is being calculated.
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IRA RMD Calculation Formula 
 Step 1: Enter the FMV for the IRA for December 31 of the 

year that precedes the year for which the RMD is being 
calculated on Line 1. For example, if the RMD is being 
calculated for 2021, enter the FMV for 12/31/2020 

 
 

Line 1
 
-

___
___
___

 Step 2: Add outstanding amounts
o Enter any outstanding rollovers  1(a)________

___ 
o Enter any outstanding recharacterized conversions 

Note: Roth Conversions done after 12/31/2017 may not be recharacterized
1(b)________
__ 

o Enter any outstanding transfer 1(c)________
___ 

 Add lines 1(a), 1(b) and 1(c) and enter the total on Line 2 
Line 2

 
___
___
___

 Step 3: Add the amounts from Line 1 and Line 2 and input 
the total on Line 3 Line 3

-
___
___

 Step 4: Enter the life expectancy for the year for which the 
RMD is being calculated on Line 4. The life expectancy is 
based on the IRA owner’s age as of December 31 of the 
year for which the RMD is being calculated. For example, if 
the RMD is being calculated for 2021 and you, the IRA 
owner is age 72 as of December 31, 2021, enter 25.6 (see 
Uniform Lifetime Table below). If the joint life expectancy is 
being used, the ages of you and your spouse must be used. 
Note: The joint life expectancy table can be used only if the 
IRA owner’s spouse is the sole primary beneficiary of the 
account for which the calculation is being done, and is more 
than 10-years younger than the IRA owner.

Line 4

 
 

___
___
___
_ 

 Step 5: Divide the amount on Line 3 by the amount on 
Line 4. Input the results on Line 5. This is your RMD 
amount for the year. 

Line 5
-

___
___
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Uniform Lifetime Table 
 Used to determine the life expectancy (or distribution period) for owners of IRAs 

and accounts under defined contribution plans. 
 Use in all cases, except when account owner’s spouse is the sole primary 

beneficiary and more than 10-years younger than the participant 
 If the account owner’s spouse is the sole primary beneficiary of the account and is 

more than 10-years younger than the account owner, the life expectancy is 
determined under the joint life expectancy table.

Age Distribution Period Age Distribution Period
70 27.4 93 9.6 
71 26.5 94 9.1 
72 25.6 95 8.6 
73 24.7 96 8.1 
74 23.8 97 7.6 
75 22.9 98 7.1 
76 22.0 99 6.7 
77 21.2 100 6.3 
78 20.3 101 5.9 
79 19.5 102 5.5 
80 18.7 103 5.2 
81 17.9 104 4.9 
82 17.1 105 4.5 
83 16.3 106 4.2 
84 15.5 107 3.9 
85 14.8 108 3.7 
86 14.1 109 3.4 
87 13.4 110 3.1 
88 12.7 111 2.9 
89 12.0 112 2.6 
90 11.4 113 2.4 
91 10.8 114 2.1 
92 10.2 115 and over 1.9 
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20. IRA Beneficiary Distribution Options: When the IRA Owner 

Died on or before December 31, 2019 
 

Traditional IRA Beneficiary Distribution Options
If you inherit an IRA, you may need to take distributions from the account. Generally, 
your distributions must not be less than a certain amount, referred to as a required 
minimum distribution (RMD). 
 
Your RMD and your distribution options are usually determined by whether the IRA 
owner died before his/her required beginning date (RBD), whether you are a surviving 
spouse, or non-spouse of the IRA owner, and your date of birth. In some cases, being 
one of multiple beneficiaries could affect your distribution options. 
 
Use this guide to determine the distribution options available to beneficiaries of 
Traditional and Roth IRAs, and the transfer/rollover options for beneficiaries of IRAs, 
qualified plans, 403(b)s and governmental 457(b) plans.
Notes for quick reference guides 
 The RBD is April 1 of the year that follows the year in which the IRA owner 

reached age 70 ½  
 Under the five-year rule distributions are optional until December 31 of the 5th 

year that follows the year in which the IRA owner died; at which time the entire 
balance must be distributed. 

 When death occurs before the RBD, the life expectancy option is the default 
under the RMD regulations and many IRA agreements. Check the IRA agreement 
to determine if any steps must be taken to choose either option. 

 For the purpose of this guide, ‘employer plan’ includes qualified [401(a)] 403(b), 
403(a) or governmental 457(b) plan. 

 If the life expectancy payment option applies, the life expectancy of the oldest 
beneficiary is used unless separate accounting occurs by 12/31 of the year 
following the year of the IRA owner’s death. Separate accounting allows each 
beneficiary to use his/her own life expectancy.
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When the IRA Owner Dies before the Required Beginning Date (RBD) 
Type of beneficiary  Beneficiary Options 
Spouse is sole 
Beneficiary 
 

 Treat as own IRA 
 Transfer or rollover to own Traditional IRA 
 Rollover to own employer plan account 
 Life expectancy payments: Made over the recalculated 

single life expectancy of the surviving spouse, 
beginning by the later of: 

(a) 12/31 of the year following the year in which the 
IRA owner dies, or  

(b) 12/31 of the year the IRA owner would have 
reached age 70 ½ 

 5-Year Rule
Nonspouse 
beneficiary (person)/ 
or Spouse is not sole 
primary beneficiary  

 Life expectancy payments:  Over the nonrecalculated 
life expectancy of the beneficiary beginning by 12/31 of 
the year following the year in which the IRA owner dies 

 The 5-Year Rule 
 Spouse beneficiary can roll over amount to own IRA or 

employer plan. 

Nonperson: example: 
- estate, charity, non-
qualified trust 

 The Five-Year rule 

Qualified trust 
beneficiary  

 Life expectancy payments:  
I. If the surviving spouse is the sole beneficiary of the 

trust, distributions are made over the recalculated 
single life expectancy of the surviving spouse 
beneficiary, beginning by the later of: 
(a) 12/31 of the year following the year in which the 

IRA owner dies, or  
(b) 12/31 of the year the IRA owner would have 

reached age 70½. 
II. If the surviving spouse is not the sole primary 

beneficiary of the trust, distributions are based on 
the oldest beneficiary’s nonrecalculated life 
expectancy, beginning by 12/31 of the year 
following the year in which the IRA owner dies,    

 The 5-Year Rule
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When the IRA Owner Died on or after the Required Beginning Date (RBD) 
Spouse is sole 
primary 
beneficiary  

 Treat as own IRA 
 Transfer or rollover to own Traditional IRA 
 Rollover to own employer plan account 
 Life expectancy payments: Beginning by 12/31 of the year 

following the year in which the IRA owner dies, over the 
longer of: 

o The remaining nonrecalculated life expectancy of the 
deceased IRA owner, or  

o The recalculated life expectancy of the surviving 
spouse. 

Nonspouse 
beneficiary 
(person)/ or 
Spouse is not 
sole primary 
beneficiary  

 Life expectancy payments: Beginning by 12/31 of the year 
following the year in which the IRA owner dies. Distributions 
are made over the longer of:  
(a) The remaining nonrecalculated life expectancy of the 

deceased IRA owner or  
(b) The nonrecalculated life expectancy of the beneficiary.  

 Spouse beneficiary can rollover amount to own IRA or 
employer plan.

Nonperson 
beneficiary: 
example: - 
estate, charity, 
nonqualified trust 

 Life expectancy payments: Made over the remaining 
nonrecalculated life expectancy of the deceased IRA owner 
beginning by 12/31 of the year following the year in which the 
IRA owner dies. 

Qualified trust 
beneficiary  

 Life expectancy payments: 
I. If the surviving spouse is the sole beneficiary of the trust, 

the distributions are made over the longer of: 
(a) The nonrecalculated life expectancy of the deceased 

IRA owner or  
(b) The recalculated life expectancy of the surviving 

spouse.  
II. If the surviving spouse is not the sole primary beneficiary 

of the trust, distributions are made over the longer of the 
nonrecalculated life expectancy of: 
(a) The deceased IRA owner, or  
(b) The oldest beneficiary of the trust.  

For either option, distributions must begin by 12/31 of the year 
following the year in which the IRA owner dies. 
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Notes for Quick Reference  
Special Rules for Spouse Beneficiaries  
 A spouse beneficiary who chooses the inherited IRA option can rollover the balance 

to his/her own IRA or other eligible retirement account at any time after that. 
 If a spouse beneficiary who is using his/her life expectancy to calculate post death 

distributions under the beneficiary-options subsequently dies, the successor 
beneficiary must switch to the nonrecalculated life expectancy method, following 
the year in which the spouse beneficiary dies. This means that the spouse 
beneficiary’s remaining life expectancy must be set in the year he/she dies, and 
one (1) is subtracted for each subsequent year to determine the life expectancy 
that should be used by the successor beneficiary. 

Life expectancy matters and definitions 
 Required beginning date (RBD) is April 1 of the year that follows the year in which 

the IRA owner reaches age 70½  
 Recalculation means that the life expectancy is determined by referring to the 

single life expectancy table each year. 
 Nonrecalculation means that the single life expectancy table is visited in the year 

of determination, and one (1) is subtracted for each subsequent year to determine 
the applicable life expectancy. 

 Year of determination means the year that the life expectancy is determined. 
 When life expectancy is nonrecalculated and the decedent’s life expectancy is 

being used, the year of determination is the year the IRA owner dies. When the 
beneficiary’s life expectancy is being used, the year of determination is the year-
following the year the IRA owner dies. 

 When there are multiple beneficiaries, the life expectancy of the oldest beneficiary 
is used, unless the separate accounting occurs by 12/31 of the year following the 
year in which the IRA owner dies. If separate accounting occurs by the deadline, 
each beneficiary (for whom separate accounting occurs) may use his/her own life 
expectancy   

 When the IRA owner dies before the RBD, the life expectancy option is the default 
option under the required minimum distribution (RMD) regulations and most IRA 
plan documents. However, some IRA documents either do not offer that option, or 
they may make the 5-Year Rule the default option. The IRA document under which 
an IRA is maintained should be checked to determine the distribution options 
available to beneficiaries. 

RMD for Year of Death Must be Satisfied by Beneficiary  
 If the IRA owner dies on/after the RBD and did not satisfy his/her RMD, the 

beneficiary must satisfy that RMD (for the year the IRA owner dies.). This amount 
is calculated using the same table the decedent would have used, which is the 
uniform lifetime table or the joint life expectancy table. That amount is reported 
under the beneficiary’s tax identification number. Note: The joint life expectancy 
table is used to calculate RMDs for IRA owners only if the spouse of the IRA owner 
is the sole primary beneficiary and is more than 10-years younger than the IRA 
owner. 
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Beneficiary deadlines 
 9 months after the date the IRA owner died, or if later, 9 months after the beneficiary 

reaches age 21. Deadline to disclaim inherited accounts: The disclaimer is valid 
only if it is received by the transferor of the interest, his/her legal representative, or 
the holder of the legal title to the property to which the interest relates by the 9-
month deadline. Other requirements must also be met. These are explained in 
Internal Revenue Code § 2518. An attorney should be consulted to determine if 
additional requirements apply under state law.  

 September 30, of the year following the year the IRA owner dies: Deadline to 
determine designated beneficiaries whose life expectancy can be used to calculate 
post-death distributions. If there are multiple beneficiaries of an IRA, the oldest 
beneficiary’s life expectancy is used, unless separate accounting occurs by 
December 31 of the year following the year in which the IRA owner dies. This 
applies only to beneficiaries who remain after the September 30 deadline. 
Beneficiaries that properly disclaim or distribute their full share by the September 
30 deadline are disregarded for purposes of determining if the IRA owner is 
survived by a designated beneficiary. 

 October 31, of the year following the year of death: Deadline by which trust 
documentation for a qualified/valid trust must be provided to the IRA custodian. If 
a trust satisfies the requirements as described under Treas. Reg. 1.401(a)(9)-4, A-
5(b)), a copy of the trust or qualifying documentation must be provided to the IRA 
custodian by the October 31 deadline, and must show the beneficiaries on record 
as of the September 30 deadline. 

 December 31 of the year following the year of death. Deadline for separate 
accounting when there are multiple beneficiaries. Separate accounting by this 
deadline allows each beneficiary to use their own life expectancies. If separate 
accounting does not occur by this deadline, the life expectancy of the oldest 
beneficiaries must be used to determine post death RMD amounts. 
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Roth IRAs: Beneficiary Distribution Options 
Because Roth IRA owners are not subject to the RMD rules, there is no RBD for 
Roth IRAs. Therefore, the distribution options for Roth IRAs are usually the same as 
those that apply to a Traditional IRA when the Traditional IRA owner dies before the 
RBD.  The IRA agreement must be consulted to be sure, as the custodian 
determines whether they want to offer both the 5 Year and the life expectancy 
options. Some Roth IRA agreements limit a spouse beneficiary’s options to treating 
the Roth IRA as her own. 
Type of Beneficiary Distribution Options
Spouse sole primary 
beneficiary  

 Treat as own Roth IRA 
 Transfer or rollover to own Roth IRA 
 Life expectancy payments:  Over the recalculated 

single life expectancy of the surviving spouse 
beginning by 12/31 of the year following the year 
in which the Roth IRA owner dies 

 5-Year Rule
Nonspouse beneficiary 
(person)/ Spouse is not the 
sole primary beneficiary 

 Life expectancy payments:  Over the 
nonrecalculated life expectancy of the beneficiary 
beginning by 12/31 of the year following the year 
in which the owner dies or 

 The 5-Year Rule 
 Spouse beneficiary may transfer or rollover to own 

Roth IRA
Nonperson beneficiary: 
example- charity 

 The 5-Year Rule 
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Qualified Trust as Beneficiary  
A trust is treated as a non-person beneficiary, unless it meets certain 

requirements, as defined under Treas. Reg. §1.401(a)(9)-4, Q&A-5. 
If the requirements under Treas. Reg. §1.401(a)(9)-4, Q&A-5 are met, the trust 

is eligible to be a designated beneficiary, and the life expectancy of the oldest 
beneficiary would be used for RMD (including beneficiary RMD) purposes. See the 
tables above for the distribution options. 

The requirements are: 
I. The trust is a valid trust under state law, or would be but for the fact that 

there is no corpus. 
II. The trust is irrevocable or will, by its terms, become irrevocable upon 

the death of the IRA owner. 
III. The beneficiaries of the trust who are beneficiaries with respect to the 

trust’s interest in the IRA are identifiable25.  
IV. The following documentation has been provided to the IRA Custodian. 

For RMDs after the death of the IRA owner (beneficiary distributions)   
In order to satisfy the documentation requirement for required minimum distributions 
after the death of the IRA owner, by October 31 of the calendar year immediately 
following the calendar year in which the IRA owner died, the trustee of the trust must 
either-- 
A. Provide the IRA custodian with a final list of all beneficiaries of the trust (including 

contingent and remaindermen beneficiaries with a description of the conditions on 
their entitlement) as of September 30 of the calendar year following the calendar 
year of the IRA owner’s death;  

o certify that, to the best of the trustee’s knowledge, this list is correct and 
complete and that the requirements of (1), (2) and (3) above are 
satisfied; and agree to provide a copy of the trust instrument to the IRA 
Custodian upon demand; or 

B. Provide the IRA Custodian with a copy of the actual trust document for the trust 
that is named as a beneficiary of the IRA owner as of the IRA owner’s date of 
death. 

The life expectancy of the oldest beneficiary of the trust will be used for RMD 
calculation purposes.  
 

 

  

 
25 The members of a class of beneficiaries capable of expansion or contraction will be treated as being identifiable if 
it is possible, to identify the class member with the shortest life expectancy. 
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21. IRA Beneficiary Distribution Options: When the IRA Owner 

Dies After December 31, 2019 
 

One of the most discussed provisions of the Setting Every Community Up for 
Retirement Enhancement (SECURE) Act of 2019 (the Act), is the significant changes 
made to the distribution options available to those who inherit retirement accounts. 
This change resulted in the elimination of the life-expectancy distribution option for 
most beneficiaries. This is compounded by the fact that there is a grandfather 
provision, which is modified when the first-generation designation beneficiary dies.  
 
These provisions are effective for distributions made from Beneficiary IRAs, after 
December 31, 2019. 
 
New categories of beneficiaries 
 Pre-SECURE Act, there were two categories of beneficiaries: 

1. Designated beneficiaries, which are individuals, and  
2. Nondesignated beneficiaries which are nonpersons. 

 SECURE Act created a new category of beneficiaries 
1. Designated beneficiaries, which are individuals,  
2. New: Eligible designated beneficiaries, which are individuals who fall into 

either of the following categories 
 the surviving spouse of the IRA owner,  
 a child of the IRA owner who has not reached the age of majority, 

which is defined under state law. Once the child reaches the age of 
majority, that child becomes a regular designated beneficiary, and has 
10 years (after reaching the age of majority) to distribute the inherited 
IRA  

 a designated beneficiary who is disabled- which generally means 
meeting the social security administration’s definition of disability   

 a chronically ill individual– subject to meeting certain specific 
requirements, or  

 an individual not described in any of the preceding requirements, who 
is not more than 10 years younger than the IRA owner. 

3.  Nondesignated beneficiaries which are nonpersons.
New 10-Year Rule 
A new 10-year rule, similar to the 5-year rule that applies to some beneficiaries who 
inherited IRAs December 31, 2019 and earlier- except that it is for 10-years, has 
been created under the SECURE Act. Under this 10-year rule, distributions are 
optional, until December 31 of the 10th year that follows the year in which the account 
owner dies, at which time the entire IRA balance must be distributed. 
In this case, the account owner is: 

 The designated beneficiary who inherited the IRA by December 31, 2019 or 
earlier, and was taking distributions over his or her life expectancy 

 The IRA owner who died after December 31, 2019
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Exception to the 10-Year Rule 
If an IRA owner dies after December 31, 2019, the designated beneficiary is subject 
to the 10-year rule, unless the designated beneficiary is an eligible designated 
beneficiary.  
An eligible designated beneficiary is permitted to stretch distributions over his or her 
life expectancy. 
Transition rule  
If a beneficiary inherited an IRA from someone who died December 31, 2019 or 
earlier (the original or first-generation beneficiary), and that first-generation 
beneficiary was taking distributions over his or her life expectancy; the successor 
beneficiary (the beneficiary of the original beneficiary) is no longer eligible to take 
distributions over the original beneficiary’s remaining life expectancy. Instead, the 
successor beneficiary is subject to the 10-year rule.  
 
IRA Beneficiary Options: Eligible Designated Beneficiary & Designated Beneficiary 
under the SECURE Act 
Eligible Designated Beneficiary Designated Beneficiary 
 Move to own retirement account: 

Spouse beneficiary only: Move the 
inherited IRA to the spouse’s own IRA or 
other eligible retirement account  

 Life-expectancy Option for spouse 
beneficiary only: Keep the assets in a 
Beneficiary IRA and take distributions over 
the spouse’s life expectancy, beginning 
the later of (a) December 31 of the year in 
which the IRA owner would have reached 
age 72, had he lived, or (b) December 31 
of the year that follows the year in which 
the IRA owner died. 

 Life-expectancy Option for Nonspouse 
Beneficiary:  Keep the assets in a 
Beneficiary IRA and take distributions over 
the beneficiary’s life expectancy, 
beginning December 31 of the year that 
follows the year in which the IRA owner 
died. 

 Keep the assets in a Beneficiary IRA 
and take distributions under the 10-year 
rule. Under this rule, distributions are 
optional until December 31 of the 10th 
year that follows the year in which the IRA 
owner died, at which time the entire IRA 
balance must be withdrawn by the 
beneficiary. 

 Keep the assets in a Beneficiary 
IRA and take distributions under 
the 10-year rule. Under this rule, 
distributions are optional until 
December 31 of the 10th year 
that follows the year in which the 
IRA owner died, at which time 
the entire IRA balance must be 
withdrawn by the beneficiary.  
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IRA Beneficiary Options: Nondesignated Beneficiary under the SECURE Act 
If the IRA Owner dies before the RBD If the IRA Owner dies On/After the 

RBD  

The 5-year rule: Life expectancy payments: Made 
over the remaining nonrecalculated 
life expectancy of the deceased IRA 
owner beginning by 12/31 of the 
year following the year in which the 
IRA owner dies.
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22. Qualified Charitable Distributions   
 

An IRA owner may be able donate up to $100,000 from an IRA to an eligible charity 
on a tax-free basis. However, in order for the donation to be tax-free, certain 
requirements must be met. Distributions that meet these requirements are considered 
qualified charitable distributions (QCD). The following are some general guidelines 
General Rules and Requirements for Qualified Charitable Distributions 
Feature Requirement Comment 
Dollar limit $100,000 per 

year 
 An IRA owner can make a QCD of up to 

$100,000 per calendar year 
 A married couple can make a total QCD of up 

to $200,000, with no more than $100,000 per 
spouse. Each spouse’s QCD must be made 
from his/her own IRA. A spouse cannot use a 
distribution from his/her IRA as a QCD for 
his/her spouse.

Age 
minimum   

70½   The IRA owner must be at least age 70½ on 
the date the QCD is made from the IRA. 

 An individual reaches age 70½ 6 months after 
the date on which he/she reaches age 70. A 
distribution done before that date is not eligible 
to be a QCD

Eligible 
accounts 

Traditional IRA, 
including 
‘inherited IRA’ 

 A QCD cannot be made from an ‘ongoing’ SEP 
IRA or SIMPLE IRA 

 A SIMPLE IRA or SEP IRA is treated as 
ongoing if an employer contribution is made for 
the plan year ending with or within the IRA 
owner’s taxable year in which the QCD would 
be made.  

 If an individual wants to use assets that are 
being held in an employer sponsored retirement 
plan (example: a pension plan, a defined 
contribution plan such as a 401(k) or profit-
sharing plan, a 403(b) account or a 
governmental 457(b) plan) to make a QCD, the 
amount must first be rolled over to an IRA. The 
QCD could then be made from the IRA.  

o Note: Any RMD due from the employer 
sponsored retirement plan must be 
distributed before the rollover to the IRA 

o Only eligible amounts can be rolled over  
Caution: Care must be taken to ensure that all tax 
implications are considered, including whether any 
tax benefits would be lost a as result of the rollover

Roth IRA, 
including 
‘inherited Roth 
IRA’ 
SEP IRA, 
including 
‘inherited SEP 
IRA’ 
SIMPLE IRA, 
including 
‘inherited 
SIMPLE IRA’ 
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Payee and 
timing 
requirement 

Amount must be 
made payable to 
the charity, and 
must be 
distributed by the 
end of a year to 
be counted as a 
QCD for that 
year 

 The IRA custodian must make the QCD 
payable to the charity 

 If paid by check, the check (payable to the 
charity) may be given to the IRA owner, who in 
turn can deliver the check to the charity 

 The charity must be an organization described 
in IRC § 170(b) (1) (A), other than an 
organization described in IRC § 509(a)(3) or a 
donor advised fund as defined in IRC § 
4966(d)(2).

Tax 
treatment 

Excluded from 
income  

 If the IRA includes nondeductible contributions, 
the distribution is first considered to be paid out 
of otherwise taxable income 

 The IRA owner cannot claim a charitable 
contribution deduction for any QCD not 
included in his/her income. 

 The exclusion applies only if a charitable 
contribution deduction for the distribution 
otherwise would be allowable, determined 
without regard to the generally applicable 
percentage limitations. .

Tax 
withholding 

No tax 
withholding  

 QCDs are not subject to the tax withholding 
rules

Tax 
reporting 

Tax reporting 
done by IRA 
custodian and 
tax preparer  

 The IRA custodian reports the amount as a 
regular distribution (no special reporting) on 
Form 1099-R for the year in which the QCD is 
made 

 The tax preparer is required to report the 
amount as a nontaxable QCD on the IRA 
owner’s tax return 

 If the IRA owner had basis in his/her traditional 
IRA, the tax preparer might be required to file 
IRS Form 8606 with the tax return if: 

o The IRA owner received a distribution 
from the IRA during the same year, other 
than the QCD; or  

o The QCD was made from a Roth IRA. 
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QCD and RMDs  
IRA owners must begin to take required minimum distributions (RMD) for the year in 
which they reach age 72 and continue for every year thereafter. For those who 
reached age 70 ½ by December 31, 2019, RMDs were required to begin for the year 
in which they reached age 70 ½. 
 
RMDs must generally be distributed by December 31 of the year for which they are 
due. An exception applies for the year in which an IRA owner reaches age 72, 
allowing the RMD for that year to be deferred until as late as April 1 of the following 
year. 
 
Beneficiaries with Inherited IRAs must also take RMDs from those inherited IRAs.  
 
One can use a qualified charitable distribution (QCD) to satisfy one’s RMD. However, 
in order for that to occur, the QCD must be made before the RMD has been satisfied. 
 
The following are examples: 
 
Example 1: 
 James reached age 72 in June of 2021. Therefore, he must take an RMD for 

2021 from his traditional IRA. However, that RMD could be deferred until as 
late as April 1, 2022 

 James’ RMD for 2021 is $10,000. 
 James decides not to wait until April 1, 2022 to take his 2021 RMD, and 

instead takes a distribution of $20,000 to himself in May of 2021. 
 James made a QCD of $5,000 from his traditional IRA in July of 2021 

Results 
 $10,000 of the $20,000 distributed in May is treated as his RMD for 2021; 

because that is the first distribution processed during the year. Rule: For any 
year in which an individual is required to take an RMD, first distribution made 
from individual’s IRA for that year will include RMD, up to the amount required 
to satisfy the RMD. 

 The $20,000 distributed in May of 2021 is treated as ordinary income, with any 
pre-tax amount being taxable. 

 The $5,000 QCD distributed in July is nontaxable, providing it meets all the 
QCD requirements. Since James took his RMD before this QCD was 
processed, his QCD will not count as his RMD. 

 No amount of the $5,000 QCD is included in James’ income  
 The $5,000 QCD is not considered when determining the amount of James’ 

charitable deduction for the year 
 
Tip: James could have rolled over $10,000 of the $20,000 that was distributed to him 
in May, as long as the rollover is done within 60-days of receipt and the amount is 
‘rollover eligible’. This is because amounts in excess of the RMD that were paid to 
James are eligible to be rolled over. Bear in mind that James is allowed only one IRA-
to-IRA rollover during a 12-month period. Therefore, the rollover would be allowed 
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only if this rule would not be broken, and there were no other factors that would cause 
the amount to be ineligible for rollover. 
 
Example 2: 
 Sally reaches age 72 in March of 2021 
 Sally’s traditional IRA RMD for 2021 is $25,000 
 Sally requested a QCD of $100,000 from her traditional IRA in April of 2021. 
 This QCD was Sally’s first distribution from her IRA for the year.  

Results 
 Sally is not required to distribute any additional amount for the year, as the 

QCD includes her $25,000 RMD as it was her first distribution for the year 
 No amount of the $100,000 is included in Sally’s income  
 The $100,000 is not considered when determining the amount of Sally’s 

charitable deduction for the year 
Example 3: 
 74-year-old Mary wants to make a QCD of $25,000 for 2021. 
 Her RMD for 2021 is $22,500 
 She wants her QCD to do double duty, by also meeting her RMD requirement  
 She also wants to take a distribution of $30,000, which she plans to roll over to 

another IRA  
Mary must: 
 Make sure the QCD is the first amount that is distributed from her IRA in 2021. 
 Make sure that the rollover is completed within 60-days of receipt 
 Make sure that the rollover is the only IRA-to-IRA rollover completed during the 

12-month period 
 Notify her tax preparer of the QCD and the rollover, so that the proper tax 

reporting can be done to treat those amounts as nontaxable distributions.
QCDs and Basis Amounts 
Traditional IRAs 
Basis in traditional IRAs source from nondeductible IRA contributions and rollovers of 
after-tax amounts from employer-sponsored retirement plans. Distributions of basis 
amounts are nontaxable; as such amounts were taxed before they were contributed. 
 
Generally, a distribution from a traditional IRA includes a pro-rated amount of pre-tax 
and after-tax amounts, if the IRA incudes basis (all of an individual’s traditional, SEP 
and SIMPLE IRAs are treated as one for this purpose). A QCD is an exception to this 
rule. Under this exception, the pre-tax amount is applied to the QCD first, and 
includes basis only if the QCD exceeds the nontaxable amount in the IRA. 
 
Example 1: Traditional IRA No Basis. QCD 
 75-year-old Susan has a traditional IRA with a balance of $100,000, all of 

which represents pre-tax amounts (no nondeductible contributions and no 
rollover of after-tax amounts from employer sponsored retirement plans). 

 Susan has no other IRA.  
 Susan makes a QCD of $50,000 from the IRA  

Results 
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 No amount of the $50,000 is included in Susan’s income  
 The distribution is not considered when determining the amount of Susan’s 

charitable deduction for the year 
 
Example 2: Traditional IRA Basis. No QCD 
 75-year-old John has a traditional IRA with a balance of $100,000; $20,000 of 

which is basis. 
 John has no other IRA. 
 John takes a distribution of $80,000 from his traditional IRA. The distribution 

was not a QCD and was paid to John. 
Results 
 That $80,000 includes $64,000 taxable funds and $16,000 nontaxable funds.  
 The balance remaining in the IRA is $16,000 taxable funds and $4,000 basis 

(nontaxable funds). 
 
Example 3: Traditional IRA Basis. QCD 
 Assume that the facts are the same as in the example above, except that the 

$80,000 was a QCD. 
Results 
 That $80,000 would then include $80,000 taxable funds.  
 The balance remaining in the IRA is $20,000 all of which is basis  

 
Roth IRAs  
A Roth IRA distribution is tax-free if it meets the requirements to be a ’qualified 
distribution’. If a Roth IRA distribution is not qualified, distributions are taken in 
accordance with the ordering rules on the which regular contributions are distributed 
first, Roth conversion amounts are distributed second, and earnings are distributed 
last. In this case, only the earnings would be taxable. 
 
A QCD is an exception to this ordering rule. Under this exception, earnings are 
distributed first. 
 
Example 4: Roth IRA 
 75-year-old Debbie has a Roth IRA with a balance of $100,000, of which 

$80,000 represents regular Roth IRA contributions and Roth conversion 
amounts, and $20,000 represent earnings. 

 Debbie is not eligible for a qualified distribution from a Roth IRA. 
 Debbie takes a distribution of $20,000 from the Roth IRA, the following tax 

treatment would apply: 
o If the distribution is made to Debbie, it would be made from the $80,000. 

Her remaining balance of $80,000, would include $20,000 of earnings. And 
if these earnings amounts are distributed before Debbie is eligible for a 
qualified distribution, the amount would be included in Debbie’s income and 
be subject to income tax. 

 If the distribution meets all the requirements to be a QCD, it would be made 
from the $20,000 of earnings. But because it’s a QCD, it would be excluded 
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from her income. The remaining balance of $80,000 would be made up of her 
regular contribution and conversion amounts, and any distributions from those 
amounts would be tax-free even if they are made to Debbie. 

QCDs and Deductible Traditional IRA Contributions   

The SECURE Act amended QCD provisions by providing that the excludable amount 
for a tax year is reduced by the aggregate amount of IRA contributions deducted for 
the tax year and any earlier tax years in which the individual was age 70½ or older by 
the last day of the year (post-age 70½ contributions). Any excludable QCD amount for 
a tax year is not reduced by the amount of post-age 70½ contributions that caused a 
reduction in the excludable QCD amount for earlier tax years. 

These changes apply to contributions and distributions made for tax years beginning 
after December 31, 2019. 

The following example illustrates the rules: 

Example: John reached age 70½ before 2020.  

John makes a deductible traditional IRA contribution of $5,000 for 2020 and a 
deductible traditional IRA contribution of 2021. 

John does not make any deductible traditional IRA contrition for 2022. 

John makes no QCD for 2020. 

John makes QCDs of $6,000 for 2021 and $6,500 for 2022.  

The results are as follows 

a. The excludable (nontaxable) QCD amount for 2021 is the $6,000 QCDs 
reduced by the $10,000 aggregate amount of post-age 70½ contributions for 
2021 and earlier tax years. For John, these amounts are $5,000 for each year- 
2020 and 2021, resulting in no excludable amount of QCD for 2021 (that is, 
$6,000 - $10,000 = ($4,000)). 

b. The excludable amount of QCD for 2022 is the $6,500 QCD reduced by the 
portion of the $10,000 aggregate amount of post-age 70½ contributions 
deducted that did not reduce the excludable portion of the QCDs for earlier tax 
years. Thus, $6,000 of the aggregate amount of post-age 70½ contributions 
deducted does not apply for 2022 because that amount has reduced the 
excludable amount of QCD for 2021. The remaining $4,000 of the aggregate 
amount of post-age 70½ contributions deducted reduces the excludable 
amount of any QCDs for subsequent tax years. Accordingly, the excludable 
amount of the QCDs for 2022 is $2,500 ($6,500 - $4,000 = $2,500). 
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c. As described above, because the $4,000 amount reduced the excludable 
amount of QCD for 2022, that $4,000 amount does not apply again in later 
years, and no amount of post-age 70½ contributions remains to reduce the 
excludable amount of QCD for subsequent tax years. 
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23. Tax Reporting Forms and Requirements for IRAs 
 

 IRA Custodians/Trustees and IRA owners may be required to perform tax reporting 
for transactions that occur in IRAs. Failure to perform required reporting can result 
in penalties and/or loss of tax benefits. 

 This quick reference guide provides an overview of some of the tax forms and 
reporting requirements for IRAs. 

 IRS forms and accompanying instructions are available at www.irs.gov. 
 Each form and instructions should be consulted to determine the requirements that 

apply. 
 Copies of all tax forms, notices and statements should be provided to the IRA 

owner’s tax preparer. 
 For this purpose of this guide, ‘Traditional IRA’ includes SEP and SIMPLE IRAs, 

unless otherwise stated. 
 Some information is based on draft version of IRS forms, as the final versions were 

not issued when this guide went to the press. If changes are made in the final 
versions, they will be posted at www.IRAPublications.com. 

 

IRS Form 1099-R, Distributions from Pensions, Annuities, Retirement or Profit-
Sharing Plans, IRAs, Insurance Contracts, etc.,
Purpose  To report distributions made from the account. 
Due dates for 
2021 
distributions 
26 

 January 31, 2022 to IRA owners, and beneficiaries who own 
Inherited IRAs.

 February 28, 2022 for paper filing. Issued by IRA Custodian to 
the IRS. 

 March 31, 2022 for electronic filing. Issued by IRA Custodian to 
the IRS. 

Transactions 
reported 

 Distributions (including Roth IRA conversions) of $10 or more. 
 Tax withholding.

Comments/ 
requirements  

 Issued by IRA Custodian. 
 To be filed with your tax return only if income tax was withheld 
 Codes in Box 7: Your IRA Custodian/Trustee is required to input 

a code (or codes) in Box 7 of IRS Form 1099-R, which notifies the 
IRS, you and other interested parties of the type of distribution, 
and in some cases, informs whether the distribution is subject to 
the 10% early distribution penalty. A list of the codes for Box 7 is 
provided in the Appendices

 
26 If the deadline date falls on a public holiday or weekend, the deadline is extended until the next business day. Your Custodian/Trustee can file 
for an extension 
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IRS Form 5498, IRA Contribution Information
Purpose  To report contributions made to the account.  

Due date for 
2021 
contributions  

 May 31, 2022 to the IRS, IRA owners, and beneficiaries who 
own Inherited IRAs.  

Transactions 
reported 

 Issued by IRA Custodian. 
 Traditional IRA contributions, rollover contributions, 

recharacterized conversions* or contributions, Roth conversions, 
the FMV of the account on December 31, 2021 or the FMV on the 
date of the owner’s death, the type of IRA, SEP IRA contributions, 
SIMPLE IRA contributions, Roth IRA contributions, whether an 
RMD is due for the year in which the form is issued, repayment of 
a qualified reservist distribution or federally designated disaster 
withdrawal repayment, and FMV for hard-to-value assets. 

*Note: Roth Conversions done after 12/31/2017 may not be recharacterized
Comments/ 
requirements  

 Not required to be filed with tax return. 

IRS Form 990-T, Exempt Organization Business Income Tax Return 
Purpose  To compute and report Unrelated Business Taxable Income 

(UBTI). 

Due date for 
2021 
distributions  

 May 15, 2022 to the IRS, IRA owners, and beneficiaries who 
own Inherited IRAs.  

Transactions 
reported 

 UBTI of $1,000 or more. 

Comments/ 
requirements  

 Issued by IRA Custodian. 
 The UBTI is debited from the IRA and paid to the IRS by the IRA 

Custodian. 
 Not required to be filed with tax return. 

IRS Form 1042-S, Foreign Person’s U.S. Source Income Subject to Withholding
Purpose  To report amounts from U.S. sources paid to foreign persons. 

Due date for 
2021 
distributions  

 March 15, 2022 to the IRS, IRA owners, and beneficiaries who 
own Inherited IRAs.  

 Issued by IRA Custodian. 

Transactions 
reported 

 Amounts paid to foreign persons (including persons presumed to 
be foreigners) that are subject to withholding of 30% or the 
treaty rate. 

Comments/ 
requirements  

 Must be filed whether or not withholding was done. 
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Form W-8CE, Notice of Expatriation and Waiver of Treaty Benefits 
Purpose  For you to notify your IRA Custodian that you are a covered 

expatriate individual subject to special tax rules. 
Due date for 
2021  

 The earlier of: 
(a) the day before the first distribution on or after the expatriation 

date, or  
(b) thirty (30) days after the expatriation date.

Transactions 
reported 

 You must provide notification to your IRA Custodian that you are 
a covered expatriate individual who is subject to special tax 
rules. 

Comments/ 
requirements  

 As a covered expatriate, you are treated as receiving a 
distribution of your entire Traditional or Roth IRA balance on the 
day before your expatriation date. The amount is taxable for the 
year in which the date occurs, and creates basis in your IRA. 

 For Traditional IRAs and Roth IRAs, the Custodian will not issue 
any tax forms for the amount. You must include the market value 
reported to you by the Custodian in your income for the year. 

 For SEP IRAs and SIMPLE IRAs, the custodian will report the 
distribution on IRS Form 1099-R or IRS Form 1042-S, whichever 
is applicable. 

 You must file Form 8854, Initial and Annual Expatriation 
Statement, with your tax return.

IRS Form 8606, Nondeductible IRAs
Purpose  To report and track basis in your IRA, so as to prevent such 

amount from being taxed. 

Due date for 
2021  

 Your tax return due date 

Transactions 
reported 

 Nondeductible contributions you made to Traditional IRAs. 
 Distributions from Traditional, SEP, or SIMPLE IRAs, if you have 

ever made nondeductible contributions to Traditional IRAs. 
 Conversions from Traditional, SEP, or SIMPLE IRAs to Roth 

IRAs, unless you recharacterize* the entire amount. 
 Distributions from Roth IRAs, not including a rollover. 
*Note: Roth Conversions done after 12/31/2017 may not be recharacterized

Comments/ 
requirements  

 File with your tax return. 
 If you are required to file Form 8606 to report a nondeductible 

contribution to a Traditional IRA, but do not, you must pay a $50 
penalty, unless you can show reasonable cause.  

 If you overstate your nondeductible contributions, you must pay 
a $100 penalty, unless you can show reasonable cause. 

 Failure to file Form 8606 may result in after-tax amounts (basis 
being taxable). 
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IRS Form 5329, Additional Taxes on Qualified Plans (Including IRAs) and Other Tax-
Favored Accounts 
Purpose  To report ‘additional taxes’ on early distributions, excess 

contributions and required minimum distribution (RMD) 
shortfalls. 

 To request a waiver of ‘additional taxes’, if allowed. 
 To correct reporting by IRA Custodian on the application of the 

10% early distribution penalty.  
Due date for 
2021 
transactions  

 Your tax return due date. 

Transactions 
reported 

 Distributions subject to the 10% early distribution penalty. 
 Early distributions subject to the 10% early distribution penalty, if 

you meet an exception to the tax on early distributions, and 
distribution code 1 is shown in box 7 of Form 1099-R.  

 Early distributions that are not subject to the 10% early 
distribution penalty, distribution code 1 is not shown in box 7 of 
Form 1099-R.  

 The 6% excise tax on excess contributions. 
 The excess accumulation penalty on RMD that are not 

withdrawn by the deadline. 
Comments/ 
requirements  

 File with your tax return.  
 Must be filed for the excess accumulation penalty, even if a 

request for waiver of the penalty will be submitted to the IRS. 
 The excess accumulation penalty should not be paid at the time 

the Form is filed, if a waiver is being requested. The penalty 
would be due only if the IRS denies the waiver request. 

IRS Form 8880, Credit for Qualified Retirement Savings Contributions 
Purpose  To figure the amount of your saver’s credit.
Due date for 
2021 
contributions  

 Your tax return due date. 

Transactions 
reported 

 Contributions.  

Comments/ 
requirements  

 File with your tax return. 
 Use this form to figure the amount, if any, of your retirement 

savings contributions credit (also known as the saver’s credit). 
 This credit can be claimed in addition to any IRA deduction. 
 You must meet certain income requirements, in order to be 

eligible to claim the credit 
 The credit is limited to 50% of contributions up to $1,000. 
 Regular Traditional IRA contributions, regular Roth IRA 

contributions, and salary deferral contributions to 401(k)s, 
403(b)s, SIMPLE IRAs, salary deferral SEP IRAs, and 
governmental 457(b) plans are eligible for this credit. 
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Appendix A. Life Expectancy Tables 
Single Life Expectancy‐For Use by Beneficiaries 

Age Life Expectancy Age Life Expectancy 
0 82.4 28 55.3 
1 81.6 29 54.3 
2 80.6 30 53.3 
3 79.7 31 52.4 
4 78.7 32 51.4 
5 77.7 33 50.4 
6 76.7 34 49.4 
7 75.8 35 48.5 
8 74.8 36 47.5 
9 73.8 37 46.5 
10 72.8 38 45.6 
11 71.8 39 44.6 
12 70.8 40 43.6 
13 69.9 41 42.7 
14 68.9 42 41.7 
15 67.9 43 40.7 
16 66.9 44 39.8 
17 66.0 45 38.8 
18 65.0 46 37.9 
19 64.0 47 37.0 
20 63.0 48 36.0 
21 62.1 49 35.1 
22 61.1 50 34.2 
23 60.1 51 33.3 
24 59.1 52 32.3 
25 58.2 53 31.4 
26 57.2 54 30.5 
27 56.2 55 29.6 
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Appendix A. (Continued) 

Single Life Expectancy-For Use by Beneficiaries (Continued) 
Age Life Expectancy Age Life Expectancy
56 28.7 84 8.1 
57 27.9 85 7.6 
58 27.0 86 7.1 
59 26.1 87 6.7 
60 25.2 88 6.3 
61 24.4 89 5.9 
62 23.5 90 5.5 
63 22.7 91 5.2 
64 21.8 92 4.9 
65 21.0 93 4.6 
66 20.2 94 4.3 
67 19.4 95 4.1 
68 18.6 96 3.8 
69 17.8 97 3.6 
70 17.0 98 3.4 
71 16.3 99 3.1 
72 15.5 100 2.9 
73 14.8 101 2.7 
74 14.1 102 2.5 
75 13.4 103 2.3 
76 12.7 104 2.1 
77 12.1 105 1.9 
78 11.4 106 1.7 
79 10.8 107 1.5 
80 10.2 108 1.4 
81 9.7 109 1.2 
82 9.1 110 1.1 
83 8.6 111 and over 1.0 
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Appendix A(Continued) 

Uniform Lifetime Table: For use by Unmarried Owners, Married Owners Whose Spouses Are Not 
More Than 10 Years Younger, and Married Owners Whose Spouses Are Not the Sole 
Beneficiaries of Their IRAs) 

Age Distribution Period Age Distribution Period
70 27.4 93 9.6 
71 26.5 94 9.1 
72 25.6 95 8.6 
73 24.7 96 8.1 
74 23.8 97 7.6 
75 22.9 98 7.1 
76 22.0 99 6.7 
77 21.2 100 6.3 
78 20.3 101 5.9 
79 19.5 102 5.5 
80 18.7 103 5.2 
81 17.9 104 4.9 
82 17.1 105 4.5 
83 16.3 106 4.2 
84 15.5 107 3.9 
85 14.8 108 3.7 
86 14.1 109 3.4 
87 13.4 110 3.1 
88 12.7 111 2.9 
89 12.0 112 2.6 
90 11.4 113 2.4 
91 10.8 114 2.1 
92 10.2 115 and over 1.9 
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Appendix B: IRS’ Guide to Distribution Codes for IRS Form 1099-R, as 
provided to IRA Custodians/Trustees by the IRS. 
 
At the time of publishing, only the DRAFT version of the 2021 instructions were available. These codes 
are as provided in the 2021 draft version of the IRS’s Instructions for Forms 1099-R and 5498  

Guide to Distribution Codes
Distribution Codes Explanations *Used with 

code ...(if 
applicable)

1—Early distribution, no 
known exception. 

Use Code 1 only if the participant has not reached age 
591/2, and you do not know if any of the exceptions 
under Code 2, 3, or 4 apply. However, use Code 1 even 
if the distribution is made for medical expenses, health 
insurance premiums, qualified higher education 
expenses, a first-time home purchase, a qualified 
reservist distribution, or a qualified birth or adoption 
distribution under section 72(t)(2)(B), (D), (E), (F), (G), 
or (H). Code 1 must also be used even if a taxpayer is 
591/2 or older and he or she modifies a series of 
substantially equal periodic payments under section 
72(q), (t), or (v) prior to the end of the 5-year period 
which began with the first payment

8, B, D, K, 
L, M, or P 

2—Early distribution, 
exception applies. 

Use Code 2 only if the participant has not reached age 
59½ and you know the distribution is the following.  

 A Roth IRA conversion (an IRA converted 
to a Roth IRA). 

 A distribution made from a qualified 
retirement plan or IRA because of an IRS 
levy under section 6331. 

 A governmental section 457(b) plan 
distribution that is not subject to the 
additional 10% tax. But see Governmental 
section 457(b) plans, earlier, for 
information on distributions that may be 
subject to the 10% additional tax. 

 A distribution from a qualified retirement 
plan after separation from service in or after 
the year the participant has reached age 55. 

 A distribution from a governmental defined 
benefit plan to a public safety employee (as 
defined in section 72(t)(10)(B)) after 
separation from service, in or after the year 
the employee has reached age 50. 

 A distribution that is part of a series of 
substantially equal periodic payments as 
described in section 72(q), (t), (u), or (v). 

8, B, D, K, 
L, M, or P 
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 A distribution that is a permissible 
withdrawal under an eligible automatic 
contribution arrangement (EACA). 

 Any other distribution subject to an 
exception under section 72(q), (t), (u), or (v) 
that is not required to be reported using 
Code 1, 3, or 4. 

3—Disability. For these purposes, see section 72(m)(7). D 
4—Death. Use Code 4 regardless of the age of the participant to 

indicate payment to a decedent's beneficiary, including 
an estate or trust. Also use it for death benefit payments 
made by an employer but not made as part of a 
pension, profit-sharing, or retirement plan. Also use it for 
payments of reportable death benefits.

8, A, B, D, 
G, H, K, L, 
M, or P 

5—Prohibited transaction. Use Code 5 if there was a prohibited transaction 
involving the IRA account. Code 5 means the account is 
no longer an IRA.

None 

6—Section 1035 exchange. Use Code 6 to indicate the tax-free exchange of life 
insurance, annuity, long-term care insurance, or 
endowment contracts under section 1035.

W 

7—Normal distribution. Use Code 7: (a) for a normal distribution from a plan, 
including a traditional IRA, section 401(k), or section 
403(b) plan, if the employee/taxpayer is at least age 
59½; (b) for a Roth IRA conversion if the participant is at 
least age 59½; and (c) to report a distribution from a life 
insurance, annuity, or endowment contract and for 
reporting income from a failed life insurance contract 
under section 7702(g) and (h). See Rev. Proc. 2008-42, 
2008-29 I.R.B. 160, available at IRS.gov/irb/2008-
29_IRB/ar19.html. Generally, use Code 7 if no other 
code applies. Do not use Code 7 for a Roth IRA. 
Note. Code 1 must be used even if a taxpayer is 59½ or 
older and he or she modifies a series of substantially 
equal periodic payments under section 72(q), (t), or (v) 
prior to the end of the 5-year period which began with 
the first payment.

A, B, D, K, 
L, or M 

8—Excess contributions 
plus earnings/excess 
deferrals (and/or earnings) 
taxable in 2021. 

Use Code 8 for an IRA distribution under section 
408(d)(4), unless Code P applies. Also use this code for 
corrective distributions of excess deferrals, excess 
contributions, and excess aggregate contributions, 
unless Code P applies. 

1, 2, 4, B, J, 
or K 

9—Cost of current life 
insurance protection. 

Use Code 9 to report premiums paid by a trustee or 
custodian for current life or other insurance protection. 
See the instructions for box 2a, earlier, for more 
information.

None 

A—May be eligible for 10-
year tax option. 

Use Code A only for participants born before January 2, 
1936, or their beneficiaries to indicate the distribution 
may be eligible for the 10-year tax option method of 
computing the tax on lump-sum distributions (on Form 
4972, Tax on Lump-Sum Distributions). To determine 
whether the distribution may be eligible for the tax 
option, you need not consider whether the recipient 
used this method (or capital gain treatment) in the past. 

4 or 7 
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B—Designated Roth 
account distribution. 

Use Code B for a distribution from a designated Roth 
account. But use Code E for a section 415 distribution 
under EPCRS (see Code E) or Code H for a direct 
rollover to a Roth IRA.

1, 2, 4, 7, 8, 
G, L, M, P, 
or U 

C—Reportable death 
benefits under section 
6050Y. 

Use Code C for a distribution to report payments of 
reportable death benefits. 

D 

D—Annuity payments from 
nonqualified annuities and 
distributions from life 
insurance contracts that may 
be subject to tax under 
section 1411. 

Use Code D for a distribution from any plan or 
arrangement not described in section 401(a), 403(a), 
403(b), 408, 408A, or 457(b). 

1, 2, 3, 4, 7, 
or C 

E—Distributions under 
Employee Plans Compliance 
Resolution System 
(EPCRS). 

See Distributions Under Employee Plans Compliance 
Resolution System (EPCRS), earlier. 

None 

F—Charitable gift annuity. See Charitable gift annuities, earlier. None
G—Direct rollover and direct 
payment.  

Use Code G for a direct rollover from a qualified plan, a 
section 403(b) plan, or a governmental section 457(b) 
plan to an eligible retirement plan (another qualified 
plan, a section 403(b) plan, a governmental section 
457(b) plan, or an IRA). See Direct Rollovers, earlier. 
Also use Code G for a direct payment from an IRA to an 
accepting employer plan, and for IRRs that are direct 
rollovers. 
Note. Do not use Code G for a direct rollover from a 
designated Roth account to a Roth IRA. Use Code H. 

4, B, or K 

H—Direct rollover of a 
designated Roth account 
distribution to a Roth IRA.  

Use Code H for a direct rollover of a distribution from a 
designated Roth account to a Roth IRA. 

4 

J—Early distribution from a 
Roth IRA. 

Use Code J for a distribution from a Roth IRA when 
Code Q or Code T does not apply. But use Code 2 for 
an IRS levy and Code 5 for a prohibited transaction. 

8 or P 

K—Distribution of traditional 
IRA assets not having a 
readily available FMV. 

Use Code K to report distributions of IRA assets not 
having a readily available FMV. These assets may 
include:  

 Stock, other ownership interest in a 
corporation, short- or long-term debt 
obligations, not readily tradable on an 
established securities market; 

 Ownership interest in a limited liability 
company (LLC), partnership, trust, or 
similar entity (unless the interest is traded 
on an established securities market); 

 Real estate; 
 Option contracts or similar products not 

offered for trade on an established option 
exchange; or

1, 2, 4, 7, 8, 
or G 
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 Other asset that does not have a readily 
available FMV. 

L—Loans treated as 
deemed distributions under 
section 72(p). 

Do not use Code L to report a plan loan offset. See 
Loans Treated as Distributions, earlier. 

1, 2, 4, 7, or 
B 

M—Qualified plan loan 
offset. 

Use Code M for a qualified plan loan offset. Use Code 
M for a plan loan offset distribution due to severance 
from employment or termination of the plan. Also, see 
Plan loan offsets, earlier.

1, 2, 4, 7, or 
B 

N—Recharacterized IRA 
contribution made for 2021. 

Use Code N for a recharacterization of an IRA 
contribution made for 2021 and recharacterized in 2021 
to another type of IRA by a trustee-to-trustee transfer or 
with the same trustee.

None 

P—Excess contributions 
plus earnings/excess 
deferrals taxable in 2020. 

See the explanation for Code 8. The IRS suggests that 
anyone using Code P for the refund of an IRA 
contribution under section 408(d)(4), including excess 
Roth IRA contributions, advise payees, at the time the 
distribution is made, that the earnings are taxable in the 
year in which the contributions were made.

1, 2, 4, B, or 
J 

Q—Qualified distribution 
from a Roth IRA. 

Use Code Q for a distribution from a Roth IRA if you 
know that the participant meets the 5-year holding 
period and:  

 The participant has reached age 59½, 
 The participant died, or 
 The participant is disabled. 

Note. If any other code, such as 8 or P, applies, use 
Code J.

None 

R—Recharacterized IRA 
contribution made for 2020. 

Use Code R for a recharacterization of an IRA 
contribution made for 2020 and recharacterized in 2021 
to another type of IRA by a trustee-to-trustee transfer or 
with the same trustee.

None 

S—Early distribution from a 
SIMPLE IRA in the first 2 
years, no known exception. 

Use Code S only if the distribution is from a SIMPLE 
IRA in the first 2 years, the employee/taxpayer has not 
reached age 59½, and none of the exceptions under 
section 72(t) is known to apply when the distribution is 
made. The 2-year period begins on the day 
contributions are first deposited in the individual's 
SIMPLE IRA. Do not use Code S if Code 3 or 4 applies. 

None 

T—Roth IRA distribution, 
exception applies. 

Use Code T for a distribution from a Roth IRA if you do 
not know if the 5-year holding period has been met but:  

 The participant has reached age 59½, 
 The participant died, or 
 The participant is disabled. 

Note. If any other code, such as 8 or P, applies, use 
Code J.

None 

U—Dividends distributed 
from an ESOP under section 
404(k). 

Use Code U for a distribution of dividends from an 
employee stock ownership plan (ESOP) under section 
404(k). These are not eligible rollover distributions. 

B 
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Note. Do not report dividends paid by the corporation 
directly to plan participants or their beneficiaries. 
Continue to report those dividends on Form 1099-DIV. 

W—Charges or payments 
for purchasing qualified 
long-term care insurance 
contracts under combined 
arrangements. 

Use Code W for charges or payments for purchasing 
qualified long-term care insurance contracts under 
combined arrangements which are excludable under 
section 72(e)(11) against the cash value of an annuity 
contract or the cash surrender value of a life insurance 
contract.

6 

*See the first two Cautions for box 7 instructions, earlier.
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Appendix C: Transactions Reported on IRS Forms 1099-R and 5498 
As per the 2021 Draft Form   
Form 1099-R, Distributions from Pensions, Annuities, Retirement or Profit-Sharing Plans, IRAs, Insurance 
Contracts, etc. 
IRA Custodians/Trustees must file this form for each person to whom they have made a designated distribution or 
are treated as having made a distribution of $10 or more from profit-sharing or retirement plans, any individual 
retirement arrangements (IRAs), annuities, pensions, insurance contracts, survivor income benefit plans, permanent 
and total disability payments under life insurance contracts, charitable gift annuities, etc. 
Account Number 
The account number is required if you have multiple accounts for with a Custodian/Trustee that is filing more than 
one Form 1099-R on your behalf. Additionally, the IRS encourages IRA Custodians/Trustees to designate an 
account number for all Forms 1099-R that they file.
 Box 1. Gross Distribution 
 Box 2a. Taxable Amount 
 Box 2b. Taxable Amount Not Determined 
 Box 2b. Total Distribution 
 Box 3. Capital Gain (Included in Box 2a) 
 Box 4. Federal Income Tax Withheld 
 Box 5. Employee Contributions/Designated Roth Contributions or Insurance Premiums 
 Box 6. Net Unrealized Appreciation (NUA) in Employer's Securities 
 Box 7. Distribution Code(s) 
 Box 8. Other 
 Box 9a. Your Percentage of Total Distribution 
 Box 9b. Total Employee Contributions 
 Box 10. Amount Allocable to IRR Within 5 Years 
 Box 11. 1st Year of Desig. Roth Contrib. 
 Box 12. FATCA filing requirement 
 Box 13. Date of payment 
 Boxes 14–17. State and Local Information 

 
Form 5498, IRA Contribution Information
IRA Custodians/Trustees must file Form 5498 for each person for whom they maintained any individual retirement 
arrangement (IRA) 
Account Number 
The account number is required if you have multiple accounts with an IRA Custodian/Trustee. Additionally, the IRS 
encourages IRA Custodian/Trustees to designate an account number for all Forms 5498 that they file. 
 Box 1. IRA Contributions (Other Than Amounts in Boxes 2–4, 8–10, 13a, and 14a) 
 Box 2. Rollover Contributions 
 Box 3. Roth IRA Conversion Amount 
 Box 4. Recharacterized Contributions 
 Box 5. Fair Market Value of Account 
 Box 6. Life Insurance Cost Included in Box 1 
 Box 7. Checkboxes 
 Box 8. SEP Contributions 
 Box 9. SIMPLE Contributions 
 Box 10. Roth IRA Contributions 
 Box 11. Required Minimum Distributions 
 12a. RMD date 
 12b. RMD amount 
 13a. 13b and 13c. Postponed/late contribution 
 14a. 14 a and 14b. Repayments  
 15a. and 15b.FMV of certain specified assets 
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Recommended IRA Resources  
Life and Death Planning for Retirement Benefits 
 
(book) by Estate Planning Expert Natalie B. Choate, who practices law in Boston, 
Massachusetts, with the firm of Nutter McClennen & Fish LLP. 
 
Her practice is limited to consulting on estate planning and retirement benefits matters.  
 
Her books Life and Death Planning for Retirement Benefits and The QPRT Manual are leading 
resources for estate planning professionals. 
 
Provides the information practitioners need to deal with their clients' retirement benefits 
 
Available at: www.ataxplan.com
The New Retirement Savings Time Bomb 

Taxes will be the single biggest factor that separates people from their retirement dreams. 
Americans have invested trillions of dollars in retirement plans, turning them into the biggest, 
most valuable assets they own—often worth more than even their homes. But these accounts 
also typically have a huge unpaid debt facing them at future tax rates upon distribution creating 
looming uncertainty about how much of your clients’ hard-earned money they actually get to 
keep. 

Help your clients protect the assets they’ve spent a lifetime building from excessive taxation with 
insights from Ed Slott’s highly anticipated and completely updated best-seller The New 
Retirement Time Bomb (scheduled for release March 2, 2021.) Learn how to diffuse and explain 
this ticking tax time bomb in 5   easy steps. 

The New Retirement Savings Time Bomb: 5 Easy Steps to Help Clients Take Control, Avoid 
Unnecessary Taxes & Combat the Latest Threats to Their Retirement Savings 

Available at https://www.irahelp.com/timebomb 
 
IRA Reference Charts by Keebler & Associates, LLP, a tax advisory and CPA firm which 
provides family wealth transfer and estate tax planning and retirement distribution planning. They 
also provide educational resources to the estate planning community including attorneys, financial 
advisors, trust officers, accountants and insurance professionals. 
 
A compilation of reference charts outlining the distribution and taxation rules of IRAs and 
retirement plans. 
 
www.keeblerandassociates.com/education 
 
keeblerandassociates.com/ education
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SIMPLE, SEP, and SARSEP Answer Book, 2020 Edition 

By Gary S. Lesser, Denise Appleby 

This comprehensive, authoritative volume provides up-to-date coverage of recent legislative and 
regulatory developments in simplified employee pension (SEP) plans and savings incentive match 
plans for employees (SIMPLEs). SIMPLE, SEP, and SARSEP Answer Book, 2020 
Edition provides clear and concise guidance on the complex design, administration, and 
compliance issues that arise in connection with SIMPLEs, SEPs, and salary reduction SEPs 
(SARSEPs). 

Roth IRA Answer Book, Ninth Edition 
 

By Gary S. Lesser, Denise Appleby 

Roth IRA Answer Book provides in-depth coverage of the administration and operation of Roth 
IRAs. A team of practicing experts analyzes the most recent developments in practice, as well 
as legislation, regulation, and law. It is the one resource that takes pension professionals step 
by step through all aspects of plan administration and compliance. 

 
 




