IRA Distributions

OVERVIEW OF TRADITIONAL IRA DISTRIBUTIONS
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What We'll Cover

* When money can be distributed

* Tax consequences of IRA
distributions

* What distributions result in early
distribution penalty

* Required minimum distributions
(RMDs)

* Penalty for failing to take an RMD

* Reporting requirements for early
and normal distributions
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" Traditional IRA Distributions

< Age 59%

« Taxable (typically)
« 10% penalty (unless an exception applies)

Age 59% - Age /2

« Taxable (typically)
* No early withdrawal penalty

Age 73 and Older

« Taxable (typically)
« Required minimum distributions (RMDs)



Calculating the Nontaxable Portion

Aggregate Basis X Distribution —

Amount Excluded
Aggregate IRA Balance Amount —

Aggregate basis is the total of all nondeductible Traditional IRA contributions and nontaxable amounts

included in rollovers made to Traditional IRAs minus the total of all nontaxable distributions already
received and excluded from income.

Aggregate balance is the total balance of all the IRA owner’s Traditional (including those that have

received SEP contributions) and SIMPLE IRAs as of the end of the year of the distribution, plus any
distributions occurring during the year.

NOTE: These amounts are determined by the IRA owner on IRS Form 8606, Nondeductible IRAs (IRA trustees/custodians do
not track these amounts). This formula is only needed if the IRA owner has made nondeductible contributions or received
rollovers of after-tax contributions to any of their Traditional IRAs over the years.
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Calculating the Nontaxable Portion

Example: Since 1989, when Theresa established her Traditional IRA, she has made a total of
$20,000 of nondeductible contributions. On February 8, 2026, she withdrew a gross
distribution amount of $10,000. Her total IRA balance in all her IRAs (i.e., Traditional and
SIMPLE) as of December 31. 2026, is $90,000. Theresa calculates the nontaxable portion of
her 2026 distribution as follows.

e x RIsHRunan S Amount Excluded
Aggregate IRA Balance Amount —
$20,000
X  $10,000 == $2,000

$100,000



Income 1a Total amount from Formis) W-2, box 1 (see instructions) Z ok 1a

b Household employee wages not reported on Formi(s) W-2 . 1b

;t:“h':ﬂm ¢ Tip income not reported on line 1a (see instructions) o i W & o ic

sttach Eorms d Medicaid waiver payments not reported on Form(s) W-2 (see rnstmchuns} PR 1d

W-2G and e Taxable dependent care benefits from Form 2441, line 26 & 1e

1099-Riftax ¢  Employer-provided adoption benefits from Form 8839, line 29 o 1f

if you did not g Woages from Form 8919, line 6 . & o _1g

get a Form h Other earned income (see instructions) — o Zey ih
?:jﬁ;.;ﬂms_ i  Montaxable combat pay election (see instructions) . | 1i | [

z Add lines 1athrough 1h T R 1z

Attach Sch. B Tax-exempt interest . 2a b Taxable interest . 2b

3a Qualified dividends 3a b Ordinary dividends . 3b

| 4a IRA distributions . 4a b Taxable amount . . 4b

Standard ] 5a Pensions and annuities . 5a b Taxable amount. . 5b

Deductionfor—| g5  gocial security benefits . 6a b Taxable amount . . 6b




Why? Ea rIy
Discourages individuals from
taking early distributions D i St ri b U ti O N
How much?

10 percent Pe n a I ty




| Early Distribution Penalty Exceptions

Birth or
adoption

Terminal
illness

Disability

Higher
education

Domestic
abuse

IRS levy

Health
insurance for
unemployed

Emergency
expenses

72(t)
payments

Reservist
distributions

Federally-
declared
disasters

First home
purchase

Unreimbursed
medical
expenses




Reporting Early Distributions
Form 1099-R

*+ Code 1 - When Code 2, 3, or 4 don’t apply. Use even if one of | Jvoib | | CORRECTED
the following exceptions apply: PAYER'S name 1 Gross dstbuton oW ssors) _Distributions From
Retirement or
> Medical expenses err— e i e 2@26 Profit-Sharing Plans,
) IRAs, Insurance
»  Health insurance premiums Tty or town Tepreosrute |3 Fom 1080-R Suritvsote: obo:
2b Taxable amount not Total Col 1
distribution [:] Py
»  Qualified higher education expenses State or province Country. | 2P or forsion postal cods [ T e For
box 2a) withheld Sta(::‘l. ggi
»  Qualified reservist distributions PAYERSTIN FECIPIENTSTIN $ $ Tk Degarbnent
5 Employee conmta;.f 6 NUA iq employer's
»  First-time home buyer e o el arieg securtes
$ $
>  Terminally ill individual distribution IR > 2 (7o Tmp. |74 Earings.on
Street address Apl. no. ' D Eow contrib.
»  Emergency personal expense distribution $
City or town 8a Other 8b Percentage of annuity
. . . . . . $ contract %
> DomeStlc abuse VICtIm dIStrIbUtlon State or province Country | ZIP or foreign postal code |9a Percentage of total dist. 9b Total employee contrib.
%[ $
»  Qualified birth or adoption distribution 10 Amount allocable to IRR within | 11 1st year of desig. | 12 FATGA filing | 14 State tax withheld 15 State/Payer's statenc. | 16 State distribution
5 years Roth contrib. requirement 5 $
. . . . e s O 3 g
¢ COde 2 - DlreCt ConverSI()n’ SUbStantla”y equal perIOdlc Account number (see instructions) 13 Date of 17 Local tax withheld 18 Name of locality 19 Local distribution
payments, or IRS levy paymet g |l s
$ $
Form 1099-R www.Irs.gov/Form1099R Department of the Treasury - Internal Revenue Service

+  Code 3 - Disability (only if proper documentation received from
physician, many use Code 1 and IRA owner will claim exception)

* Code 4 - Death distribution paid to a beneficiary



Reporting Early Distributions

Form 5329

5329 Additional Taxes on Qualified Plans
Form (Including IRAs) and Other Tax-Favored Accounts
Department of the Treasury Attach to Form 1040, 1040-SR, 1040-NR, or 1041.
Internal Revenue Service Go to www.irs.gov/Form5329 for instructions and the latest information.

OMB No. 1545-0074

2025

Attachment
Sequence No. 29

Name of individual subject t_o additional tax. If married filing jointly, see instructions.

Your social security number

Home address (number and street), or P.O. box if mail is not delivered to your home | Apt. no.

Fill in Your Address Only

If this is an amended
return, check here E]

if You Are Filing This City, town or post office, state, and ZIP code. If you have a foreign address, also complete the spaces below. See instructions.
Form by Itself and Not
With Your Tax Return Foreign country name Foreign province/state/county Foreign postal code

Schedule 2 (Form 1040), line 8, without filing Form 5329. See instructions.

If you only owe the additional 10% tax on the full amount of the early distributions, you may be able to report this tax directly on

Additional Tax on Early Distributions. Complete this part if you took a taxable distribution (other than a qualified disaster
recovery distribution) before you reached age 592 from a qualified retirement plan (including an IRA) or modified endowment contract
(unless you are reporting this tax directly on Schedule 2 (Form 1040)—see above). You may also have to complete this part to indicate|
that you qualify for an exception to the additional tax on early distributions or for certain Roth IRA distributions. See instructions.

1 Early distributions includible in income (see instructions). For Roth IRA distributions, see instructions.

2  Early distributions included on line 1 that are not subject to the additional tax (see instructions).
Enter the appropriate exception number from the instructions:

3  Amount subject to additional tax. Subtract line 2 from line 1

4  Additional tax. Enter 10% (0.10) of line 3. Include this amount on Schedule 2 (Form 1040) Ime 8
Caution: If any part of the amount on line 3 was a distribution from a SIMPLE IRA, you may have to
include 25% of that amount on line 4 instead of 10%. See instructions.

1

2

3

10



* |RAs were designed to
encourage tax-deferred savings
for retirement, NOT to
permanently shelter assets
from taxation

* Therefore, IRA owners must
begin taking mandatory RMDs
from their Traditional IRAs
(including SEP and SIMPLE
IRAs) at a certain age

Why RMDs?

11



RMD Starting Age

1974-2019
» Age 70%

| SECURE Act of 2019
> Age 72 (effective 1/1/2020)

SECURE 2.0 Act of 2022

> Age 73 (effective 1/1/2023)
> Age 75 (effective 1/1/2033)




IRA Owner Date of Birth RMD Starting Age
Fi rSt June 30, 1949, or earlier 70%

DiStri bUtiO N July 1, 1949 - December 31, 1950 72

January 1, 1951 - December 31, 1959 73
Year

January 1, 1960, and later 75
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« What: Deadline for taking first

RMD Required

 When: April 1 following the year
IRA owner attains RMD starting age

Beginning Date
(12/31 all subsequent years) (RB D)

Example: Mary was born on 3/17/1953. She will attain age 73 on her
birthday in 2026. Mary’s required beginning date is 4/1/2027.

RBD
2026 4/1 2027 12/31

If Mary waits to take her first RMD between January 1 and April 1, 2027, she must still take her full 2027
RMD by 12/31/2027.

14



Calculating RMDs

: IRA Balance

0000 '
O00 I] Life Expectancy



——
What's the IRA Balance?

IRA Balance
Life Expectancy

Prior year’'s December 31 balance, plus
any outstanding transfers and rollovers



What's the Life Expectancy?

IRA Balance
Life Expectancy

Uniform Lifetime Table is generally used
to determine life expectancy



Uniform

Lifetime
Table




Exception to

Uniform Lifetime
Table

« Spouse is the sole primary
beneficiary, AND

* Spouse is more than 10 years
younger than the IRA owner

If both apply, IRA owner may use
the Joint and Last Survivor Table

19



Joint & Last Survivor Table

69 46.2 452443 |43.4|425/416 40.7|39.8 389 381 37.236.4|355(34.7(33.9/33.1/323/31.6/309|30.1/29.4/288|28.1|275 269|263

70 46.1 /452 443 /433424 /415|406|39.7 388 38 |37.1/36.2 354 346|338 33 322314307 |299/292 285|279|27.2 266 26

71 461451442 433|424 415 406|39.7 388 379| 37 |36.1/353|345 /336328 | 32 |31.2/305(29.7| 29 28.3|27.6|26.9 263 257

72 46 451 442 /432/423/414|405|39.6 /387 378|369| 36 1352 343|335 327319311303 /295288 281|274|267 26 254

73 |46 451 441 /432|423 414 404|395 386 /37.7|36.8 36 KRN 342 334 326|31.7|30930.1/294|28627.9/27.2|265 258 25.1

74 46 | 45 44.1|432|422 /413 404395386 37.7/36.8 359 35 (341|333 324316308 30 |29.2 284 27.7| 27 |26.2 255|249

75 459 45 441431422413 |403|394 385 376|36.7|358 349 341|332 324/315/307|299/29.1/283 275|268|26.1 253|246

76 459 45 | 44 43.1)/422|412|403|39.4 385 375|366|35.7 349 34 331323314 /306|298 29 282 274|266|259 252|244

20



Misc. RMD Rules

* RMDs can be aggregated and taken from one or more IRAs

Must determine RMD for each IRA separately

Cannot be aggregated with RMD from employer-sponsored retirement plans
Only amounts in IRAs that the individual holds as the owner may be aggregated
Distributions taken from a Roth IRA do not satisfy a Traditional IRA RMD

Cannot be aggregated with distributions required to be taken from an IRA which the individual holds as a
beneficiary

YV V V V

* RMDs are not eligible for rollover or Roth IRA conversion

» If an IRA owner takes a distribution from a Traditional, SEP, or SIMPLE IRA and has not yet satisfied RMDs
for all their IRAs for the year, the first money distributed is deemed to satisfy the RMD and is not eligible to
be rolled over or converted to a Roth IRA

* RMDs may be transferred
« Qualified Charitable Distributions (QCDs) may be used to satisfy an owner’'s RMD

21



Qualified Charitable Distribution (QCD)

® Tax-free transfer of IRA (Traditional, Roth, and certain SEP
and SIMPLE IRAs) to a qualified charitable organization

® Owner (or beneficiary) must be age 70 %

¢ Distribution must be paid directly to the qualified
charitable organization

®* $111,000 for 2026 (subject to COLASs)

® One-time election to treat distribution from an IRA to a
split-interest entity as QCD ($55,000 for 2026—subject to
COLAs)

® QCDs not subject to federal income tax requirements
when distributed (special rules apply if owner has made
deductible Traditional IRA contribution for the year the
QCD is taken)

22



Excess Accumulation Penalty

o 25% penalty on any amount of the RMD that was not distributed

> Example: If Sarah’s RMD for 2026 is $10,000 and she only withdraws $6,000 by the
applicable deadline (i.e., December 31, 2026), the standard amount of Sarah’s excess
penalty is $1,000 (25% of $4,000—the amount that was not properly withdrawn).

 Can be reduced to 10% if distribution taken within “correction window”

» Owner must distribute the amount subject to the penalty and submit a return reflecting
the reduced penalty tax

> Correction window (generally 2 year from the missed RMD) ends the earlier of:
v" Mailing of a notice of deficiency
v" Date on which penalty tax assessed
v' Last day of the second taxable year following year in which penalty is imposed

* IRA owner may still apply for waiver to request penalty be waived (seek tax
advice—Form 5329 & Instructions for Form 5329)

23



‘Reporting Excess Accumulation Penalty
Form 5329

5329 Additional Taxes on Qualified Plans OMB No. 1645-0074
Form (Including IRAs) and Other Tax-Favored Accounts 2025
Department of the Treasury Attach to Form 1040, 1040-SR, 1040-NR, or 1041. oo
Internal Revenue Service Go to www.irs.gov/Form5329 for instructions and the latest information. Sequence No. 29
Name of individual subject to additional tax. If married filing jointly, see instructions. Your social security number

Home address (number and street), or P.O. box if mail is not delivered to your home | Apt. no. If this is an amended

Fill in Your Address Only return, check here  [J
if You Are Filing This City, town or post office, state, and ZIP code. If you have a foreign address, also complete the spaces below. See instructions.
Form by ltself and Not
With Your Tax Return

Foreign country name Foreign province/state/county Foreign postal code

If you only owe the additional 10% tax on the full amount of the early distributions, you may be able to report this tax directly on
Schedule 2 (Form 1040), line 8, without filing Form 5329. See instructions.

Additional Tax on Excess Accumulation in Qualified Retirement Plans (Including IRAs). Complete this part
if you did not receive the minimum required distribution from your qualified retirement plan.

52a Minimum required distribution for 2025 from all qualified plans for which you received a distribution of
the full amount of the excess accumulation during the correction window. . . . . . . . . . |b2a
b Minimum required distribution for 2025 from all otherplans . . . . . . . . . . . . |52b
53a Amount distributed to you during 2025 from all qualified plans for which you received a dlstnbutlon of
the full amount of the excess accumulation during the correctionwindow. . . . . . . . . . |53a
b Amount distributed to you during 2025 from all other plans . . . . . . |53b
54a Subtract line 53a from line 52a and multiply the result by 10% (0.10). If zero or less enter -0- . . . |b4a
b Subtract line 53b from line 52b and muiltiply the result by 25% (0.25). If zero or less, enter -0- . . 54b
55 Add lines 54a and 54b. Include the total on Schedule 2 (Form 1040) line 8, or Form 1041, Schedule
Giline8 . < o & & w i a . & . i i & e s a @ | 58

24



Reporting RMDs
Form 1099-R

| |[voiD | | CORRECTED

PAYER'S name 1 Gross distribution OMB No. 1545-0119 PDiﬂﬁbuh:nns From
. . . . ensions, Annuities,
* Code 7 - To report distributions paid to an s 2026 Retirement or
owner on or after they attain age 59 %, unless  [Swtses Room or suleno. [ 2a Taxable amount e e
it's a Qualified Charitable Distribution i romre 18 Form 1099-R Contraots, eto.
2b Taxable amount not :mlalbmton D Copy 1
o pre . istril
* Code Y7 - To report a Qualified Charitable Sate orprovince Country | 21P o forsign postal code |3 oioded |4 Fedwral incorms i State, City,
Distribution from an IRA that is not an Inherited s T g bax2n . ke or Looal
H Tax Department
IRA (optional for tax year 2026) e LA Treryrreey ax Departmen
desig. Roth contrib. or securities
RECIPIENT'S name insurance premiums
$ $
7a Dist. 7b IRA/SEP/ |7¢ Trump |7d Eamings on
Street address Apt. no. code(s) SII_B_II?LE Ecoum . :g::&:.
City or town 8a Other 8b Percentage of annuity
$ contract %
State or province Country | ZIP or foreign postal code |9a Percentage of total dist. 9b Total employee contrib,
%|$
10 Amount allocable to IRR within | 11 1st year of desig. | 12 FATCA filing | 14 State tax withheld 15 State/Payer’s state no. 16 State distribution
5 years Roth contrib. requirement $ $
$ O [ $
Account number (see instructions) 13 Date of 17 Local tax withheld 18 Name of locality 19 Local distribution
payciert | & NS NRN |  i| s Ba
$ $
Form 1099-R www irs.goviForm1099R Department of the Treasury - Intemal Revenue Service
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Questions?

CHAT WITH US OR CALL US AT 888.470.4542
MONDAY-FRIDAY, 8:00 A.M.-5:00 P.M., CT

8/25/2026 S ?HEER]OR




