Some qualified
retirement account
owners are surprised that
the IRS requires them to
take a certain amount
from their accounts each
year. Including required
minimum distributions in
your financial plan can
help you avoid higher
taxes and potential IRS
penalties.

If you own a qualified retirement account and you’re approaching

or recently reached age 72, heads up: The IRS says you must start
taking annual distributions from your account. Known as required
minimum distributions, or RMDs, these withdrawals begin in the year
you turn 72.

Why does this rule exist? Qualified retirement accounts are funded
with pre-tax money, and the account’s growth is tax-deferred. You
don’t pay any taxes until you start taking withdrawals from the
account. The IRS uses RMDs to limit how long you can postpone
paying taxes on those funds.

The RMD rule applies to traditional IRAs, SEP or SIMPLE IRAs, and
employer-sponsored plans, such as 401(k)s, 403(b)s and 457(b)s. It
also pertains to profit-sharing plans and other defined contribution
plans. RMDs do not apply to Roth IRAs since they are funded with
post-tax money.

RMDs apply to these account types:

* Traditional IRA * 403(b)
* SEP IRA * 457(b)
¢ SIMPLE IRAs e Profit-sharing plan

e 401(k) * Other defined contribution plan

Your total amount of RMDs will vary from year to year. The amount
is calculated by taking the account balance at the end of the
immediately preceding calendar year and dividing that amount by
a distribution period from the “Uniform Lifetime Table” provided by
the IRS.

Since withdrawals from a qualified retirement account are taxable,
100% of your RMDs are added to your taxable income for the year in
which they’re taken out.

Many people own more than one qualified retirement account, and
RMDs are calculated separately for each account. But you have two
options: You can take the total amount from either one account or
split it between both accounts. Let’s say your annual total RMD is
$2,000. You can take the whole amount from the account of your
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choosing or split it between accounts - for example, $1,000 from
IRA No. 1Tand $1,000 from IRA No. 2 - as long as your total RMDs
add up to $2,000 for the tax year.

But be aware: Some types of retirement plans, such as

401(k)s and 457(b)s, don’t allow you to aggregate your RMD. For
those accounts, you must take the RMD from that account each
year. Consult your advisor to find out how you should take your
distributions.

Want to see how much your RMDs will be?
The IRS provides a worksheet to calculate RMDs at www.irs.gov/
pub/irs-tege/uniform_rmd_wksht.pdf.

Since RMDs are taxable, many account owners prefer to donate
their RMDs. Through a qualified charitable donation (QCD),

the account owner can direct the RMD to be sent directly to a
charitable organization. This approach is a win-win: The charity can
use the funds to support its mission, while the account owner can
take a tax deduction for the donation (if they itemize deductions).

The timing for your first RMD gets a little complicated. The IRS says
you have until April 1 of the year after you turn age 72 to take your

first withdrawal. So if you turned 72 on Sept. 1, 2022, you have until
April 1, 2023, to request your initial RMD.

Your second and subsequent RMDs must be taken by Dec. 31 to
fulfill the requirement. And don’t be late: If you miss the deadline or
don’t take the RMDs at all, you could end up paying 50% of the RMD
amount as a penalty.

If you wait until April 1 of the following year to take your RMDs,
yoUu’ll be required to take two years’ worth of RMDs in one year
(one for the prior year when you turned 72 and one for the current
calendar year when you turned 73). Taking two sets of RMDs in one
year could make a big difference in your total tax bill for that year.

If you’ve already taken previous distributions from a qualified
account in the calendar year, those withdrawals count toward your
RMDs. For example, if your total RMD for the year is $10,000 and
you’ve already taken $5,000, you need to take an additional $5,000
to meet your annual RMD.

The end of the year is approaching quickly, and Dec. 31 will be here
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soon! It’s a good practice to start the RMD process now since it can
take time for custodians to process the request.

If you turned (or will turn) 72 this year, we recommend scheduling a
meeting with your financial advisor soon to review your RMDs and
begin the process. And whether it’s your first year or 20th year of
receiving RMDs, it’s also a good idea to set up recurring, systematic
distributions to fulfill your RMDs. These distributions can be made
monthly, quarterly or annually and sent to you by check or direct
deposit. You can also request taxes be withheld from the distributions
before they are sent. Not only does this make the process convenient
and easy, but it reduces the chances of missing the deadline and
potentially ending up with a large penalty from the IRS.
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This content is provided for informational purposes. It is not intended to be used as the

sole basis for financial decisions, nor should it be construed as advice designed to meet the
particular needs of an individual’s situation. None of the information contained herein shall
constitute an offer to sell or solicit any offer to buy a security. Individuals are encouraged

to consult with a qualified professional before making any decisions about their personal
situation. The information and opinions contained herein provided by third parties have been
obtained from sources believed to be reliable, but accuracy and completeness cannot be
guaranteed by AE Wealth Management. Neither AEWM nor the firm providing you with this
report are affiliated with or endorsed by the U.S. government or any governmental agency.
Investing involves risk, including the potential loss of principal. No investment strategy

can guarantee a profit or protect against loss in periods of declining values. AE Wealth
Management, LLC ("AEWM?”) is an SEC Registered Investment Adviser (RIA) located in
Topeka, Kansas. Registration does not denote any level of skill or qualification. The advisory
firm providing you this report is an independent financial services firm and is not an affiliate
company of AE Wealth Management, LLC. AEWM works with a variety of independent
aavisors. Some of the advisors are Investment Adviser Representatives (IARs) who provide
investment advisory services through AEWM. Some of the advisors are Registered Investment
AdVvisers providing investment advisory services that incorporate some of the products
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