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Our mission is to serve our clients, in an atmosphere of trust, to help grow and preserve their wealth.  We provide personal attention and comprehensive 

strategies, striving to enable our clients to live and retire with stability. Alltrust Financial Management serves clients seeking comprehensive financial 

guidance, with a team approach, in a manner that continuously exceeds our clients' expectations. We are a recognized and respected financial 

management firm delivering trusted, personal attention. 

 
 
 

Retirement Plan Rules For Individuals Who Work Beyond Age 70 
Source: John Pitlosh 

The rules of the game may change when you hit the milestone age of 70 1/2, but 
the fruits of putting money into a retirement account are not out of your reach 
until you formally and fully retire. If you find yourself still working at this point of 
your life, you are probably either trying to seal a crack in your nest egg or you are 
one of those people who will only be ready to retire when they pry your cold dead 
hands from your desk. Either way, knowing you have options can make a 
difference in your bottom line. 

In the year you turn 70 1/2, the tax system puts the lid on Traditional 
IRA contributions and pulls the plug on your retirement accounts in the form 
of required minimum distributions (RMDs). When you are earning wages and 
pulling out RMDs, the tax consequences can result in higher tax rates and an 
increased percentage of your Social Security benefits being subjected to taxes. 

When your taxable income starts to bulge during that period of your life, 
continuing to put money into a retirement plan or Roth IRA can still be useful. 
Let's take a look at the major differences among the most popular retirement 
plan options and examine how to structure your plans to optimize your 
distributions. 
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Retirement Account Highlights 

Traditional IRA 

Once you turn 70 1/2, you are no longer allowed to contribute to a Traditional 
IRA. In addition, you must begin the process of taking annual RMDs. 

Roth IRA 

Anyone with earned wages may contribute to a Roth IRA, and there is no 
mandate requiring the contributor or his or her spouse to make RMDs. 

Traditional 401(k) 

Regardless of age, if you are still working you can continue to contribute to a 
401(k). As long as you own less than 5% of the business you are working for, you 
are not required to take RMDs. 

Roth 401(k) 

Regardless of age, if you are still working you can contribute the full amount of 
your salary deferral to a Roth 401(k). Like the traditional 401(k), RMDs are 
required once you separate from service or if you own more than 5% of the 
business that employs you. This is a key difference between a Roth 401(k) and its 
Traditional Roth IRA counterpart. 

Retirement Plan Showdowns 

Traditional IRA vs. Pretax 401(k) 

If you are older than 70 1/2, you lose the ability to contribute to a Traditional IRA. 
On the other hand, there is no age restriction placed on the 70+ crowd for 
contributions to a 401(k), so this option is still a possibility. In many cases, the 
golden-age worker is usually some kind of self-employed consultant or contractor, 
so these people need to be aware of the RMD requirements placed on the 5% or 
greater business owner. At first glance, the idea of contributing to a plan 
that requires you to take RMDs each year sounds silly, but if you do the math it's 
really not a bad deal. 
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Example - Pretax 401(k) 

In 2011, a 75-year-old self-employed worker making $80,000 contributed $22,000 
to his new 401(k); the plan has a December 31, 2011, balance of $22,000. The 
2012 RMD for the now 76-year-old worker will only be $1,000. If you take the end 
of year balance of $22,000 and divide it by the RMD factor of a 76-year-old, 22, 
you end up with a taxable distribution of $1,000. After all is said and done, the net 
result for the individual would be a $21,000 deduction. 

The point here is that the opportunity to save is not drastically diminished 
because you have to make RMDs while you are working. 

Winner by Disqualification: Pretax 401(k) 

Roth IRA vs. Roth 401(k) 

If you are over 70 1/2 and you are working, you will have the ability to contribute 
to both types of accounts. While the income restrictions governing who can 
contribute to a Roth IRA can be difficult to overcome, it isn't impossible. The 
reason it isn't impossible involves how the income ceiling for the contribution is 
determined. Because the income ceiling doesn't factor into RMDs, Roth 
conversions and rollovers, a lot more people can qualify. On the other hand, the 
Roth 401(k) has no income limitations that you need to deal with. However, you 
need to be aware that Roth 401(k)s are eventually subject to RMDs. 

Winner for Easiest Contribution Category: Roth 401(k) 
Overall winner and Winner of the Final Destination Category: Roth IRA 

Additional Strategies 

Consolidate and Plug Your RMD Hole 

It is almost a certainty that an individual working into his or her 70s will have 
multiple IRAs and other types of retirement plans floating around. As a result, 
those floating accounts will be forced to make annual RMD withdrawals. If that 
same individual owns less than 5% of the business he or she is working for and 
the plan administrator allows it, this person could roll over any existing IRAs and 
retirement plans into his or her current employer's plan. This is true as long as the 
individual has not separated from service and is still working. 

https://www.investopedia.com/terms/d/deduction.asp
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Once the individual successfully rolls over the existing assets into the employer's 
plan, he or she should be relieved of having to take annual RMDs from those 
assets. The wild card in this scenario is almost always the plan document and 
administrator. If everything is copacetic and you are able to reduce your RMDs 
while you are working, you will have the opportunity to create room for doing a 
Roth conversion or the relief of evening out your tax burden until you fully retire. 

State Income Tax "Filter" 

While it depends on the state in which you live and file your taxes, some states 
that impose a state income tax provide more favorable tax treatment to 
individuals who make contributions to and take distributions from IRAs and other 
qualified plans. In Illinois for example, the government doesn't add your 401(k) 
contributions back into your state income calculation; it also allows residents to 
subtract most distributions from IRAs and qualified plans from income. 

"State tax filter" loopholes do exist because states want to encourage their 
residents to stay in-state and not jump ship for no-income-tax states like Florida 
or Texas when they retire. That said, the loophole can be a noose if you work in a 
state like Pennsylvania and then retire to a state like California. In that situation, 
you can get taxed on the way in and the way out. How you incorporate these 
existing loopholes into your savings strategy will depend on your goals and your 
particular set of circumstances, including your CPA's advice! 

Example - Taking RMDs From a Roth 401(k) 

An individual who could take a look at this strategy is someone who is more than 
70 years old, is self-employed and is making contributions to a Roth 401(k). In this 
case, if you alter your savings strategy by contributing to a pretax 401(k) and 
converting an outside IRA instead, you might be able to reduce your state income 
tax burden and avoid having to take RMDs from your Roth 401(k), which is an 
after-tax account. 

The Bottom Line 

The working crowd over 70 still has the ability to save and defer taxes through 
Roth IRAs and qualified plans that don't exist for their retired peers. By 
incorporating these and other tools into their overall strategy, the nearly retired 
may be able to legitimately reduce their overall tax burden to a 
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targeted beneficiary. However, the targeted beneficiary for retirement plans isn't 
always the contributor, so each individual's strategy should take into account that 
individual's specific goals as well as the surrounding facts and circumstances. Any 
individual attempting to take advantage of these strategies needs to be aware 
that the rules surrounding their implementation are complicated and the laws can 
change overnight. At the end of the day, any plan incorporating these or similar 
types of strategies should only be executed after receiving sound advice from 
a qualified tax professional in consultation with your retirement plan 
administrator. 

 

5 bad money habits you're probably guilty of and how to 

break them 

Source: N'dea Yancey-Bragg, USA TODAY  

 
The occasional splurge won’t sink you financially, but small missteps can quickly 
develop into bad money habits that could wreck your finances. 

With holiday shopping and expenses looming, now is a good time to develop 
better money habits. Americans are gearing up to spend a record amount of 
money this holiday season – The National Retail Federation predicted sales will 
rise between 3.8% to 4.2% above 2018 to a total of between $727.9 billion and 
$730.7 billion. 

Here are five common money mistakes you might be making and some strategies 
to help rein in the flawed financial habits that are hurting your wallet. 

Undisciplined saving 

Not saving enough is the top financial stressor for millennials, a 2018 Bank of 
America study found. Josh Strange, the founder of Good Life Financial Advisors of 
Northern Virginia, said one of the most common money mistakes he encounters 
is that people aren’t saving money properly. 

People often don't meet their savings goals because they don’t set aside money 
immediately after payday, Strange said. 
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“If you don’t pay yourself first, you just don’t get in the habit of doing it," Strange 
said. "It becomes ‘Well, I'll save it if I have it." 

Set up an automatic transfer so that part of your paycheck moves from your 
checking account to a high-interest savings account each month, said Galia 
Gichon, the founder of Down to Earth Finance, a consulting group. 

Gichon also recommends setting up different savings accounts for different 
savings goals to avoid dipping into your emergency savings just to cover a big 
vacation. Even if you’re only saving $50 each month, Gichon said establishing 
good habits is the first step. 

“It’s not always about the money, it's about our habits,” Gichon said. “There’s no 
question that the people that save automatically save more, without a doubt." 

Wasteful spending 

Strange said he often encounters clients who are living beyond their means 
and amassing consumer debt. The average American adult spends $1,497 
a month on nonessential items which can add up to nearly $18,000 a year, 
according to research commissioned by life insurance company Ladder and 
conducted by OnePoll. 

Wasteful spending can become an even bigger issue around the holiday season, 
Strange said. 

"The holidays can be extremely stressful because people overspend to give 
people things that they may not want or need because they feel this obligation to 
give a gift," he said. 

One of the first moves Strange makes to tackle a client's wasteful spending is 
identifying variable expenses that they can cut down or eliminate completely. 

"It might mean not going out to eat as much, canceling a personal service," 
Strange said. "We look at whether or not those are things we can afford, and if 
they are, is it wise to put those on credit cards?" 

Gichon suggested making a change like canceling your gym membership or not 
going out to eat for one month to see tangible results immediately. 
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"You see a change right away which makes you feel good about what you're 
doing," she said. "It might not be a long-term solution, but it makes you feel like 
you’re headed in the right direction." 

Not paying off debt 

Americans owe more than $4 trillion in consumer debt, according to the Federal 
Reserve. If you've racked up a lot of credit card debt, Strange and Deborah 
Badillo, a financial planner at The Lubitz Financial Group in Miami, both 
recommended shopping around for interest rates and transferring the balance to 
a lower interest card, ideally 0% APR. 

"Consumers forget to shop around for the best rates to make sure their money is 
working for them," Badillo said. 

Strange suggested paying off the cards with the highest balance and highest 
interest rates first and working your way down. 

If his clients can only afford to pay the minimum payment on their credit cards, 
Strange recommends getting rid of them altogether. 

Not planning for retirement early enough 

Both Strange and Badillo said younger clients often don't start saving for 
retirement early enough. About 25% of non-retired adults say they have nothing 
saved, according to the Fed. 

Badillo emphasized how important it is to take advantage of employee benefits 
like 401(k) match programs if they are available to you. Retirement accounts 
allow you to save a portion of your paycheck before taxes, and many 
employers will match part of your contribution. 

"Make sure that you take advantage of those programs especially if there’s a 
match, because (if you don't) then you’re just leaving free money on the table," 
Badillo said. 

Badillo also said it's important that younger clients start an IRA, or Individual 
Retirement Account, because starting earlier gives your savings more time to 
grow thanks to compound interest. 
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Ignoring money problems 

Money is often cited as the number one source of stress for Americans, and 
Strange, Gichon and Badillo all cautioned that ignoring money problems only 
makes them worse. Gichon noted that clients often spend more consciously when 
they pay with cash but using credit cards can make it easier to lose track or ignore 
how much you're spending. 

"I think when money worries start to escalate, we bury our heads in the sand," 
Gichon said. 

She suggested people stick to using one or two credit cards, and to check their 
balances every day. Strange said he often sees clients fail to pay huge credit card 
bills because they don't want to empty out their savings. 

"It’s like this mental roadblock," he said. 

The key to getting over financial anxiety is finding what motivates you to 
accomplish your goals, whether that be paying off debt or saving a certain 
amount, Badillo said, emphasizing that it's important to take baby steps.  

"We tend to trip if we do something too big, too drastic," she said. "You’re going 
to have setbacks and it takes a while to develop a healthy habit of being 
financially sound and checking your money." 

Volume 75% 
WEEKLY UPDATES ARE AVAILABLE  
LPL Financial’s Weekly Market Commentary and Weekly Economic Commentary can be found 
on LPL Financial’s website (http://www.lplfinancial.com/learning_center/research/). 
 
OTHER UPDATES AVAILABLE FROM LPL RESEARCH DEPARTMENT 

- Daily market update: http://LPLresearch.com  
- YouTube Channel: http://www.youtube.com/lplresearch (which can also be found 

on our website) 
 
 
CLIENT CONNECT 
Are you anticipating an e-mail change? Let us know. We want to make sure you receive all of 
our e-mail communications. Send your new e-mail to melissa.arbisi@lpl.com  
 
If you have any input or comments about our newsletter, let us know. We love to hear from 
you!! 
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Your referrals mean a great deal to our business. If you know of a friend or family member who 
might benefit from our service, please let us know. We will work hard to ensure that your 
referrals feel it was a wise investment of their time – and their future- to have met with us. 
 
Don’t keep us a secret!! Share this with your family and friends. 
 
Till next month, 
 
The Alltrust Team 
 
 

Securities offered through LPL Financial.  Member FINRA/SIPC 
The opinions voiced in this material are for general information only and are not intended to 

provide specific advice or recommendations for any individual. To determine which 
investment(s) may be appropriate for you, consult your financial advisor prior to investing.  

The information is being provided for general educational purposes only and is not intended to 
provide legal or tax advice. You should consult your own legal or tax advisor for guidance on 

regulatory compliance matters. Any examples provided are for informational purposes only and 
are not intended to be reflective of actual results and are not indicative of any particular client 

situation. Stock investing involves risk including loss of principal.  
 

 


