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Learning from Other People's Mistakes

Real-life court cases and IRS 
rulings reveal egregious errors 

and complete misunderstandings of 
retirement account rules. Oftentimes 
this confusion leads to disastrous 
outcomes. IRA and retirement 
plan guidelines can be extremely 
complicated. Violating any number of 
perceived minor offenses can cascade 
into colossal failures. 

Neglecting the details, failing to 
seek professional help or, what’s 
worse, following misinformed “expert 
guidance” can all lead to destructive 
retirement decisions. Fortunately, we 
can use other people's blunders to 
educate ourselves and avoid our own 
mishaps. 

“It's good to learn from your 
mistakes. It's better to learn from 
other people's mistakes.” 
-Warren Buffett

Bobrow Case:  
One Rollover per Year

The Bobrow case (Alvan L. Bobrow, 
et ux. v. Commissioner, TC Memo 
2014-21, Docket No. 7022-11, January 
28, 2014.) resulted in a more restrictive 
interpretation of the one-rollover-per-
year rule — a total game changer for 
IRA transactions. Alvan Bobrow took 
numerous distributions from multiple 
IRAs and rolled them over at different 
times. Identifying which dollars from 
which IRA were being repaid created 

confusion and resulted in the IRS 
determining that the 60-day rollover 
window for at least one of those 
distributions was missed. Bobrow’s 
rollover timing errors changed the 
rules for everyone.
In a decision that had wide-ranging 
ramifications for financial advisors 
and tax professionals alike, the Tax 
Court ruled that the one-per-year 
rollover rule applies to all of an 
individual’s IRAs, not to each IRA 
account separately. While the ruling 
directly conflicted with a long-
standing IRS position in previous 
PLRs and Publication 590 that 
indicted the rule applied separately to 
each IRA, the court was unapologetic. 
In rejecting a motion to reconsider its 
decision, the court said, “Taxpayers 
rely on IRS guidance at their own 
peril.”
When an account owner takes funds 
from his IRA in a distribution payable 
to himself and contributes those 
funds to the same or another IRA, 
that is a 60-day rollover. A person 
may not roll over a distribution that is 
received within 12 months of a prior 
distribution that was rolled over. If the 
once-per-year rollover rule is violated, 
the distribution is not eligible for a 
rollover. If it is deposited to an IRA, it 
is considered an excess contribution.
To prevent rollover problems, account 
owners should be encouraged to 
avoid 60-day rollovers altogether. 

https://www.irahelp.com/newsletter
https://www.youtube.com/channel/UCdYCkizV3RuZHtXrODGLQ_w
https://www.facebook.com/ed.slott
https://www.linkedin.com/in/edslott
https://twitter.com/theslottreport
https://www.irahelp.com/2-day
https://casetext.com/case/bobrow-v-commr?
https://casetext.com/case/bobrow-v-commr?
https://casetext.com/case/bobrow-v-commr?
https://casetext.com/case/bobrow-v-commr?
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Executive Summary

Executive Summary
Learning from Other People’s Mistakes

■  The once-per-year rollover rule applies to all of a person’s IRAs, not to each IRA account separately.
■  The 20% mandatory withholding does not apply to IRAs. It is only applicable to “eligible rollover 

distributions” from company plans.
■  There are two ways to make a tax-free transfer of IRA assets in a divorce proceeding: 1) change the 

name on the IRA to the ex-spouse; 2) do a direct trustee-to-trustee transfer of IRA assets.
■  A prenuptial agreement is not spousal consent, because it is signed by the betrothed and not a spouse.
■  A surviving spouse can remain a beneficiary by establishing an inherited IRA account. For those under 

age 59½, this allows unfettered access to the dollars.
Catching Up with Catch-Up Contributions

■  For IRAs, SIMPLE IRAs and workplace savings plans, catch-up contributions for a particular year are 
available for those who are age 50 or older at the end of the year.

■  Since SEP IRAs only allow employer — not employee — contributions, there are no catch-up 
contributions allowed.

■  For 401(k), 403(b) and 457(b) plans, catch-up contributions are optional.
■  Catch-up contributions can be made to HSAs, but the minimum age for HSA catch-ups is age 55 — not 

the age-50 minimum for retirement accounts.
■  There are two types of 457(b) plans: 1) those for state and local municipal workers; 2) those for key 

management and other high-paid employees of tax-exempt employers (“top hat plans”).
■  A more lucrative catch-up is available to participants in both types of 457(b) plans for each of the last 

three years before retirement age. This catch-up effectively allows many employees to defer up to twice 
the usual elective deferral limit in those three years.

How Inflation Impacts Retirement Planning
■  The prospect of extended price increases for goods and services should be factored into current 

planning for IRAs and employer-sponsored retirement accounts.
■  Perhaps the most important step for dealing with potential inflation in retirement planning is to consider 

delaying the start of Social Security.
■  Seniors who continue to do substantial work probably should wait until FRA or later to claim benefits, in 

order to avoid dealing with a deferral of some Social Security income.
■  Assuming both spouses have enough work credits, the lower earner can start Social Security as early as 

age 62, at a reduced rate, while the higher earner waits to maximize benefits.
■  Seniors may be able to wait until FRA or later for retirement benefits by taking non-required distributions 

from traditional IRAs and tax-deferred employer plans to bridge the years until starting Social Security.

Funds should be moved via 
trustee-to-trustee transfers (also 
called “direct rollovers” or “direct 
transfers”). These transactions 
can be done an unlimited number 
of times. Also, be aware of which 
rollovers are subject to the once-
per-year rule and which are not. 
(Rollovers subject to the rule: 
IRA-to-IRA; Roth IRA-to-Roth IRA. 
Rollovers NOT subject to the rule: 
Plan-to-IRA; IRA-to-Plan; IRA-to-
Roth IRA conversions.)

One Rollover, Three Mistakes

In PLR 201506016, released by the 
IRS on February 6, 2015, a gang 
of inept professionals made not 
one, not two, but three different 
rollover mistakes. While the goal 
was relatively straightforward 
— to purchase real estate in an 
IRA — the account owner and his 
stumbling team of advisors had 
no idea how to make it happen. A 
CPA, lawyer, financial advisor and 
realtor succeeded in mismanaging 

the transaction so completely 
that they violated the once-per-
year IRA rollover rule, violated 
the “same-property” rollover rule, 
and violated (missed) the 60-day 
rollover deadline.
The team advised the account 
owner to take two cash 
distributions from the IRA to 
purchase property outside of the 
IRA, with the intent of rolling the 
property back to the IRA. Already 
he was in trouble: this violated the 
one-rollover-per-year rule. 

https://www.irahelp.com/newsletter
https://www.irs.gov/pub/irs-wd/201506016.pdf
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Other People's Mistakes

(Two distributions cannot be 
combined and returned as a single 
rollover. The rule is based on 
distributions, not deposits.)
The same-property rule dictates 
you must roll over the same 
property that was distributed from 
the IRA. If you withdraw cash, you 
must roll over cash. If you withdraw 
stock, you must roll over the 
same stock. In this doomed PLR 
scenario, the team withdrew cash 
and planned to roll over real estate. 
That is a violation. 
Note that there is an exception 
to the same-property rule 
for rollovers from a company 
retirement plan, such as a 401(k). 
If a distribution of property is 
made from a company plan, the 
recipient can either roll over the 
same property to an IRA or sell the 
distributed property and roll over 
the cash proceeds.
Finally, the entire team missed the 
60-day rollover deadline. This PLR 
was requested to allow the late 
rollover due to a claimed medical 
issue, but the IRS summarily 
rejected it. 
Be sure to surround yourself 
with quality partners and skilled 
advisors.

Mulhern Case: Replacing 
Mandatory Tax Withholding

Carol Mulhern (Mulhern v. Federal 
Retirement Thrift Investment Board 
et al.; No. 2:17-cv-00094, March 18, 
2019) intended to directly roll over 
the funds in her Thrift Savings Plan 
(TSP) account to an IRA. However, 
when she completed the TSP 
form, she elected a full distribution, 
payable to her (instead of a direct 
rollover). The plan followed her 
instructions and sent a check in 
the amount of $127,381. This total 
was 20% less than her balance, 
which the plan was required to 
withhold, because she did not elect 
a direct rollover. (Direct rollovers 
are not subject to the 20% 
withholding requirement.)

Mulhern was apoplectic. However, 
despite her mistake in completing 
the form, she could have rectified 
the situation by replacing the 20% 
with other assets to complete a 
100% rollover. Then, the amount 
withheld by the plan would be a 
credit when she filed her taxes. 
However, whether due to panic 
or lack of guidance, Mulhern did 
not choose this path. Instead, 
she sued the TSP, claiming the 
plan breached its fiduciary duty 
and violated a criminal statute 
regarding theft of property. The 
court dismissed all counts. It is 
unknown if Mulhern rolled over any 
of the $127,381.
The 20% mandatory withholding 
does not apply to IRAs. It is only 
applicable to “eligible rollover 
distributions” from company 
plans. Some items are not eligible 
for a rollover and, therefore, 
not subject to mandatory 
withholding, including required 
minimum distributions (RMDs), 
periodic payments and hardship 
distributions.

Kirkpatrick Case: How NOT to 
Divide an IRA After Divorce

The Kirkpatrick case (John R. 
Kirkpatrick v. Commissioner, T.C. 
Memo 2018-20, February 22, 2018) 
is a lesson on how not to split 
an IRA in divorce. In fact, there 
are two ways to make a tax-free 
transfer of IRA assets in a divorce 
proceeding. One way is to change 
the name on the IRA to the ex-
spouse. The other is to do a direct 
trustee-to-trustee transfer of IRA 
assets to an IRA owned by the 
receiving ex-spouse. What you 
cannot do is take a distribution 
from the IRA and then deliver 
those funds to the ex-spouse.
After a contentious divorce, the 
couple agreed that Dr. Kirkpatrick 
would transfer $100,000 from his 
IRA to an IRA for his ex-spouse. 
Dr. Kirkpatrick proceeded to take 
two distributions from his IRA and 
made payments to his ex to satisfy 

the order. This was not the proper 
way to execute the transfer. 

The Tax Court ruled the 
withdrawals were taxable to him 
because he did not follow an 
acceptable method for a tax-free 
transfer.

A Prenup Does NOT Qualify as 
Spousal Consent

In the Sandler case (Greenebaum 
Doll & McDonald PLLC v. Sandler, 
458 F.Supp.2d 420 [W.D.Ky. 2006]), 
Debbie and David Sandler signed 
prenuptial agreements, waiving 
claims to each other’s retirement 
funds. David wanted the funds 
in his ERISA plan to go to the 
children from his first marriage. 
Unfortunately, he never completed 
a beneficiary form before his death. 
Debbie and the children from 
David’s first marriage both claimed 
the death benefit…and the court 
ruled for Debbie.

How was this decision possible, 
considering she signed a prenup, 
waiving her rights to his ERISA 
plan? After all, ERISA plans require 
spousal consent to pay the funds to 
any other beneficiary. In retrospect, 
Debbie never actually gave the 
required consent. A prenuptial 
agreement is not spousal 
consent, because it is not signed 
by a spouse. It is signed by the 
betrothed. 

A prenuptial agreement 
is not spousal consent, 

because it is not signed by  
a spouse. 

Spousal Rollover vs.  
Inherited IRA: Age Matters

Charlotte Gee did not know 
the rules for inherited IRA 
accounts (Charlotte Gee et vir. 
v. Commissioner; 127 T.C. No. 1; 
No. 8755-05, July 24, 2006). As a 
spouse who was under age 59½, 

https://casetext.com/case/mulhern-v-fed-ret-thrift-inv-bd?
https://casetext.com/case/mulhern-v-fed-ret-thrift-inv-bd?
https://casetext.com/case/mulhern-v-fed-ret-thrift-inv-bd?
https://casetext.com/case/mulhern-v-fed-ret-thrift-inv-bd?
https://casetext.com/case/kirkpatrick-v-commr-1
https://casetext.com/case/kirkpatrick-v-commr-1
https://casetext.com/case/kirkpatrick-v-commr-1
https://casetext.com/case/greenebaum-doll-mcdonald-pllc-v-sandler?sort=relevance&type=case&tab=keyword&jxs=&resultsNav=false
https://casetext.com/case/greenebaum-doll-mcdonald-pllc-v-sandler?sort=relevance&type=case&tab=keyword&jxs=&resultsNav=false
https://casetext.com/case/greenebaum-doll-mcdonald-pllc-v-sandler?sort=relevance&type=case&tab=keyword&jxs=&resultsNav=false
https://casetext.com/case/charlotte-v-commr-of-internal-revenue?sort=relevance&type=case&tab=keyword&jxs=&resultsNav=false
https://casetext.com/case/charlotte-v-commr-of-internal-revenue?sort=relevance&type=case&tab=keyword&jxs=&resultsNav=false
https://casetext.com/case/charlotte-v-commr-of-internal-revenue?sort=relevance&type=case&tab=keyword&jxs=&resultsNav=false
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Charlotte inherited $2,646,798 from 
her deceased husband’s IRA and 
did a spousal rollover to her IRA. 

While still under age 59½, she 
withdrew $977,888. This was 
a taxable distribution, but she 
claimed the 10% early withdrawal 
penalty did not apply because she 
was a beneficiary.

Her assumption was incorrect. 
Had she kept the account as an 
inherited IRA, she would have had 
full access to the assets with no 
penalty. Instead, once she did the 
spousal rollover, those IRA dollars 
were treated as if they were hers 
all along. As such, the 10% penalty 
of $97,789 applied.

A surviving spouse can remain 
a beneficiary by establishing 
an inherited IRA account. For 
those under age 59½, this allows 
unfettered access to the dollars. 
Additionally, and as an added 
benefit for spouse beneficiaries, 
there are no RMDs on the inherited 
IRA until the deceased spouse 
would have been age 72. 

When the surviving spouse does 
turn age 59½, no matter how far 
into the future that is, a spousal 
rollover can be done at that time.

Had she kept the account as 
an inherited IRA, she would 
have had full access to the 

assets with no penalty.

Prohibited Transaction  
Leads to Loss of  

Bankruptcy Protection

When a person engages in 
prohibited transactions within 
an IRA, the entire IRA loses its 
qualified status. The account is 
deemed to have been distributed 
on the first day of the tax year in 
which the prohibited transaction 
occurred. All applicable taxes 
and penalties are due at that 
time. In the Kellerman Case 
(Kellerman, et al, v. Rice, et al, No. 
4:15CV00347 [E.D. Ark 2015]), a 
prohibited transaction led to the 

loss of an IRA's qualified status and 
bankruptcy protection.
Barry Kellerman had a self-
directed IRA. He also owned a land 
development company outside 
of the IRA. Kellerman used self-
directed IRA dollars, still within 
the IRA, to buy four acres of land 
because it benefited his land 
development company. This was 
a clear case of self-dealing and 
a prohibited transaction, which 
eliminated the IRA’s qualified 
status. 
Since Kellerman had filed for 
bankruptcy, the IRA assets were 
no longer protected. Interestingly, 
the IRS did not find the prohibited 
transaction. Instead, a creative 
bankruptcy creditor used the 
prohibited transaction rules to 
disqualify the IRA in order to gain 
access to the funds. 

“Learn from the mistakes of 
others. You can't live long 
enough to make them all 
yourself.”
-Eleanor Roosevelt ◼

Catching Up with Catch-up Contributions

Like a discounted Tuesday 
matinee or a 10%-off AARP 

restaurant deal, catch-up 
contributions offer a benefit for 
senior retirement savers. Catch-
ups allow older account holders 
to funnel extra dollars into their 
IRA or company savings plan. 
However, each retirement vehicle 
has its own catch-up rules, and the 
different guidelines may explain 
why catch-up contributions are 
often overlooked. To minimize 
confusion, here is a summary of 
the catch-up contribution rules. 

The Age-50 Catch Up

For IRAs, SIMPLE IRAs and 
workplace savings plans, catch-up 
contributions for a particular year 
are available for those who are or 

will be age 50 or older at the end 
of that calendar year. 

For a person reaching age 50 
during a particular year, the extra 
contributions can be made at any 
point during the calendar year — 
even months before the individual's 
50th birthday. (Note that the term 
“catch-up contributions” is really 
a misnomer, because these 
contributions are usually available 
even if someone has contributed 
the maximum amount of “regular” 
contributions in all prior years.)

Traditional and Roth IRAs

The age-50 catch-up limit for 
2022 traditional or Roth IRA 
contributions is $1,000. Thus, 
individuals who will be age 50 or 
older on December 31, 2022, can 

make a total 2022 IRA contribution 
of up to $7,000. However, traditional 
and Roth IRA contributions must 
be based on earned income. (A 
married individual with little or 
no earned income can make a 
spousal contribution based on 
the spouse’s earned income.) In 
addition, Roth IRA contributions 
are subject to income limits.

SEP and SIMPLE IRAs

Since SEP IRAs only allow 
employer — not employee — 
contributions, there are no catch-
up contributions allowed. On the 
other hand, SIMPLE IRAs have 
both company contributions and 
employee deferrals. As such, 
SIMPLE IRA participants eligible 
for the age-50 catch-up can 

https://www.irahelp.com/newsletter
https://casetext.com/case/kellerman-v-rice-in-re-kellerman-1?sort=relevance&type=case&tab=keyword&jxs=&resultsNav=false
https://casetext.com/case/kellerman-v-rice-in-re-kellerman-1?sort=relevance&type=case&tab=keyword&jxs=&resultsNav=false
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Catch-up Contributions

contribute an extra $3,000, for a 
total 2022 deferral of up to $17,000.

Company Savings Plans

For 401(k), 403(b) and 457(b) 
plans, catch-up contributions are 
optional. Those plans may allow 
the age-50 catch-up for pre-tax 
salary deferrals and Roth 401(k) 
contributions. Those contributions 
are subject to a combined annual 
limit, which is $20,500 for 2022. On 
top of that, participants who are 
age 50 by the end of the calendar 
year can contribute an additional 
$6,500, a total of $27,000 for 2022. 
Beyond the age-50 catch-up, 
403(b) plans can allow employees 
with at least 15 years of service 
with the employer to make up to 
an additional $3,000 of annual 
catch-up contributions. There is no 
age requirement for this catch-up, 
and it can be used on top of the 
age-50 catch-up. However, there 
is a lifetime limit of $15,000 for the 
15-years-of-service catch-up. 
Example 1: Bobbie will celebrate 
her 50th birthday on December 
31, 2022, and has 15 years of 
service with General Hospital. 
She participates in the hospital’s 
403(b) plan, which allows both 
the age-50 and the 15-years-of-
service catch-ups. Bobbie wants to 
maximize her 2022 salary deferrals. 
She notifies the plan administrator 
to have a total of $30,000 of 
deferrals ($20,500 basic deferral +  
$6,500 age-50 catch-up + $3,000 
15-years-of-service catch-up) 
made in 2022. 
There are two types of 457(b) 
plans: 1) those for state and local 
municipal workers (“governmental 
457(b) plans”); and 2) those for 
key management and other high-
paid employees of tax-exempt 
employers (“top hat plans”). Top 
hat plans are often offered by 
hospitals to officers and certain 
doctors. 
As with 401(k) and 403(b) plans, 
governmental 457(b) plans can 

allow age-50 catch-ups of up to 
$6,500. The age-50 catch-up is not 
available in top hat plans.
An even more lucrative catch-
up is available to participants in 
both types of 457(b) plans for 
each of the last three years before 
retirement age. This is truly a 
“catch-up” because it is available 
only for employees who have not 
maximized prior 457(b) deferrals. 
The catch-up effectively allows 
many employees to defer up to 
twice the usual elective deferral 
limit ($20,500 x 2 = $41,000 
for 2022) in those three years. 
(This catch-up is in lieu of, not in 
addition to, “regular” deferrals.)  
Note that governmental 457(b) 
participants cannot use both the 
pre-retirement catch-up and the 
age-50 catch-up.

An even more lucrative 
catch-up is available to 

participants in both types 
of 457(b) plans for each of 
the last three years before 

retirement age.

The pre-retirement catch-up 
can be extremely beneficial 
to employees in both types of 
457(b) plans, but especially so for 
corporate officers and doctors who 
participate in both their hospital’s 
top-hat plan and 403(b) plan. 
(Elective deferrals in 457(b) plans 
are not aggregated with 403(b) 
deferrals for purposes of the 
$20,500/$27,000 limit.)
Example 2: Dr. West, age 62, is 
chief of the medical staff at St. 
Eligius Hospital, a private entity. 
The hospital offers a 403(b) plan 
for all employees and a 457(b) top 
hat plan. Dr. West is eligible for 
both, but he has not previously 
deferred into the 457(b). He will 
retire on December 31, 2024. If the 
plan permits, Dr. West could defer 
up to twice the elective deferral 
limit ($20,500 x 2 = $41,000) in 

his 457(b) for 2022 and another 
$27,000 in his 403(b), for a total of 
$68,000. For the three-year period 
before retirement (2022-2024), his 
total deferrals could be as high as 
$204,000 — and even more if the 
deferral limit goes up. 
If an employee has participated 
in the 457(b) plan previously, her 
maximum pre-retirement catch-
up may be smaller than twice the 
annual deferral limit. The maximum 
catch-up is the sum of the deferral 
limit in effect for the current year 
plus the total amount of deferrals 
in prior years that were below the 
deferral limit in effect for those 
prior years.
Example 3: Imani, expecting to 
retire on December 31, 2024, 
currently works for a state 
government and is eligible for 
the state’s 457(b) plan. Imani 
has previously deferred into the 
state’s 457(b) plan, but her total 
contributions were $10,000 less 
than the maximum available 
in those prior years. If the plan 
permits, Imani could defer up to 
$30,500 ($20,500 + $10,000) in 
2022 and at least that amount for 
2023 and 2024.

Health Savings Accounts

A health savings account (HSA) is 
a tax-advantaged account allowing 
employees covered by a high 
deductible health plan (HDHP) 
to save for qualified medical 
expenses. Catch-up contributions 
can be made to HSAs, but the 
minimum age for HSA catch-ups 
is 55. Individuals who will reach 
that age by the end of the year 
can make catch-up contributions 
of up to $1,000. For 2022, the total 
contribution limit (including the 
age-55 catch-up) is $4,650 for 
self-only coverage and $8,300 for 
family coverage.

Timing Is Everything

IRA catch-up contributions 
follow the same timing rules as 
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Inflation has dominated the 
financial news this year, for good 

reason. The official inflation rate is 
tracked by calculating changes in 
a measure called the Consumer 
Price Index (CPI). In June 2022, 
the CPI was 9.1% higher than a 
year earlier — the largest 12-month 
increase in 40 years. The year-to-
year increase fell to 8.5% through 
July, down a bit but still near its 
highest level since the early 1980s. 
The Social Security Cost-Of-Living 
Adjustment (COLA) for 2023, to 
be announced in October 2022, 
has been forecast to be in double 
digits, a four-decade high.
Are we heading for a rerun of 
the years 1978 through 1981, 

when calendar-year inflation 
ranged between 9% and 13%, an 
annualized rate near 11%? That’s 
unknown. Still, the prospect of 
extended price increases for goods 
and services should be factored 
into current planning for IRAs and 
employer-sponsored retirement 
accounts.

Winning the Waiting Game

Perhaps the most important 
step for dealing with potential 
inflation in retirement planning 
is to consider delaying the start 
of Social Security. Full retirement 
age (FRA) is currently set between 
ages 66 and 67, depending on year 
of birth. (See SSA's "Retirement 
Age Calculator.") Beyond FRA, until 
age 70, each full year of delay adds 
8% to a worker’s base retirement 
benefit. That’s a guaranteed 
increase, which will be paid out for 
a lifetime, raised by COLAs to help 
offset future inflation.

The greater the monthly payout, 
the better a recipient will be able 
to afford goods and services over 
an extended retirement. Among 
married couples, the larger-
benefit-plus-COLAs will continue 

to flow to the survivor after the first 
death, so waiting to start claiming 
benefits can be considered a form 
of life insurance as well. COLAs 
are a percentage adjustment, so a 
larger payout will get more of an 
absolute annual increase.

Seniors commonly ask whether 
someone’s Social Security benefit 
is credited with the annual COLA if 
it’s not being received currently or 
if that person must be receiving a 
benefit to get the declared COLA. 
The answer: a current beneficiary 
as well as an eligible worker 
who has reached age 62 will be 
credited with a declared COLA.  

That said, there’s a significant 
difference. An individual who 
claims the benefit at age 62 (or 
any pre-FRA age) will generally 
lock in a permanently reduced 
benefit unless the individual opts 
to withdraw the application or 
suspend benefits later. Meanwhile, 
an individual who chooses to 
wait will eventually receive larger 
COLAs based upon that higher 
benefit. That’s because a COLA 
increases the recipient’s income 
benefit by roughly the product of 
the COLA and the benefit amount.

How Inflation Impacts Retirement Planning

“regular” IRA contributions. This 
means the extra IRA contribution 
can be made for a particular 
year by the filing deadline, not 
including extensions, for that year’s 
federal tax return. HSA catch-
up contributions have the same 
deadline.

SIMPLE IRA and workplace plan 
catch-ups must abide by the 
timing rules for “regular” elective 
deferrals. Regular deferrals and 
catch-ups for a particular year 
generally must be made by the end 
of that year (but each deferral must 
be deposited soon after the pay 
date when it is made). However, 
regular deferrals and catch-ups 

for certain self-employed business 
owners may be delayed until the 
due date, including extensions, for 
that year’s business tax return. 

Conclusion

For those who can earmark extra 
dollars for retirement, there is no 
downside to making catch-up 
contributions. Older individuals can 
boost retirement savings during 
prime earnings years when they 
are best able to afford it. 
Catch-up contributions made 
soon after turning age 50 allow 
substantial time for growth before 
retirement. At the same time, 
extra contributions trigger an 

immediate tax break (for pre-tax 
contributions) or a tax break at 
retirement (for Roth contributions). 
Additionally, making workplace 
plan catch-up contributions may 
enable participants to earn extra 
employer matching contributions. 

Catch-up contributions 
made soon after turning age 
50 allow substantial time for 

growth before retirement

Regardless of the type of plan, it 
is imperative to understand the 
nuances of the applicable catch-up 
rules. ◼

https://www.irahelp.com/newsletter
https://www.ssa.gov/benefits/retirement/planner/ageincrease.html
https://www.ssa.gov/benefits/retirement/planner/ageincrease.html
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Inflation and Retirement Planning

Example 1: Jill has begun claiming 
Social Security benefits at age 
62. According to Jill's my Social 
Security account, Jill would have 
a $2,000 monthly Social Security 
benefit had she waited to start 
at age 67, her FRA. Since Jill has 
claimed at age 62, she is getting a 
30% reduction, or $1,400 a month. 

To illustrate how this effects future 
COLAs, let's say Jill’s older cousin 
Lil has a retirement benefit that 
increased to $2,480 a month 
because of declared COLAs and 
delayed retirement credits. 

If the declared COLA for the next 
year is 10%, Jill would get a $140 
COLA, to $1,540 a month, but 
Lil would get a $248 increase, to 
$2,728 a month. With each year’s 
COLA, the Jill-Lil gap will widen.

Keep the Cash Flowing

Not every 60-something individual 
or married couple can manage to 
wait until age 70, or even to FRA, 
to claim Social Security retirement 
benefits. If cash is needed earlier, 
savvy planning can enable a 
delayed start.

Continuing to work might 
allow seniors to wait for Social 
Security. Not only will that provide 
immediate cash, but it may 
also offer a chance to build up 
employer plan and IRA balances. 
If there’s an employer match, the 
resulting “free money” might be 
hard to pass up. Seniors who 
continue to do substantial work 
probably should wait until FRA 
or later to claim benefits, in order 
to avoid dealing with a deferral of 
some Social Security income.

Ongoing work is not always 
possible or desirable. If so, another 
strategy is available to many 
married couples. Assuming both 
spouses have enough work credits, 
the lower earner can start Social 
Security as early as age 62, at a 
reduced rate, while the higher 
earner waits to maximize benefits. 

This strategy: 
1. Allows for some immediate cash 

flow; and 
2. Preserves the higher earner’s 

larger benefit, which can 
continue to grow in order to fill 
more of the income need later; 
and 

3. Secures a higher survivor benefit 
at the death of the first spouse 
to die.

According to Plan

Another tactic that may allow 
seniors to wait until FRA or later 
for retirement benefits is to take 
non-required distributions from 
traditional IRAs and tax-deferred 
employer plans. This strategy will 
bridge the years until starting 
Social Security.
Yes, such withdrawals likely will 
trigger income tax. However, 
current tax rates are relatively low, 
so measured distributions may 
make sense. In 2022, for example, 
a married couple filing jointly 
can have taxable income (after 
deductions) up to $83,550 and 
remain in the 12% tax bracket. With 
taxable income up to $178,150, the 
tax rate is 22%, still relatively low 
for couples with gross income well 
into six figures. Retirement plan 
withdrawals in such tax brackets 
may enable couples to maintain 
their lifestyles while accumulating 
Social Security’s delayed 
retirement credits for plumper 
payouts.
Even without a cash need, annual 
non-required distributions from 
pretax retirement accounts may 
make sense, if they stay in low tax 
brackets. These withdrawals may 
trim tax-deferred accounts and 
lead to smaller taxable required 
minimum distributions (RMDs) 
after age 72, at possibly higher 
future tax rates.
For moderate-income retirees, 
holding down “combined income” 
by reducing RMDs may help to 

reduce or even eliminate the tax on 
Social Security benefits. For high-
income retirees, smaller RMDs can 
play a key role in keeping down 
Income-Related Monthly Adjusted 
Amount (IRMAA) premiums for 
Medicare Parts B (medical care) 
and D (prescription drugs), which 
can add almost $1,000 a month for 
some enrolled couples.

Retirement plan withdrawals 
in such tax brackets 

may enable couples to 
maintain their lifestyles 

while accumulating 
Social Security’s delayed 

retirement credits for 
plumper payouts.

After paying tax on pretax IRA 
distributions, the net proceeds 
might be invested in Roth IRAs. 
Some investment pros suggest 
aggressively investing Roth IRA 
money for potential large gains, 
long-term, because any realized 
gains will avoid income tax after 
age 591/2 if the Roth account has 
been held for at least five years. 
Building a Roth IRA with non-
required IRA distributions can 
help to counter a possible good 
news problem: inflation may 
cause income to rise (great!) 
into unwanted taxable zones 
(not so great). Tax-free Roth 
IRA withdrawals may keep 
taxable income in a less-taxing 
neighborhood.

Holding Patterns

People whose IRAs and taxable 
accounts are both sizable may 
want to focus on fixed income 
in their IRAs. This may lead to 
favorable long-term capital gains 
tax rates for possible profitable 
sales of equities held outside the 
IRA, avoid wasting tax deferral on 
low-return assets, and hold down 
growth so RMDs are reduced. 

https://www.ssa.gov/myaccount/?gclid=EAIaIQobChMIj5u15L3Q-QIVh43ICh2yRQnXEAAYASAAEgJMEPD_BwE
https://www.ssa.gov/myaccount/?gclid=EAIaIQobChMIj5u15L3Q-QIVh43ICh2yRQnXEAAYASAAEgJMEPD_BwE
https://www.ssa.gov/myaccount/?gclid=EAIaIQobChMIj5u15L3Q-QIVh43ICh2yRQnXEAAYASAAEgJMEPD_BwE
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Also, less volatile fixed income may 
enhance safety for retirement funds. 
With inflation looming, the prospect 
of higher interest rates and lower 
bond values may encourage people 
to be very cautious about what types 
of fixed income to hold in an IRA. A 
knowledgeable investment advisor 
might suggest using defensive 
positions such as bonds and bond 
funds with short maturities. 
Similar concerns may arise when 
drawing down an IRA in retirement. 
Either for RMDs or for pre-RMD 
purposes, it can make sense to 
lighten up on fixed income inside 
IRAs now. That would be the case 
anyway if the IRA holds mainly fixed 
income. However, if an IRA has 
diversified assets, it could be wise to 
reduce holdings of increasingly risky 
fixed income and retain assets that 
have the potential to keep pace with 
inflation in the longer term.  

Advisor Action Plan
 σ Encourage clients (at least one 
spouse of a married couple) to 
delay Social Security as long as 
practical. Waiting will produce 
more cash flow during a long 
retirement, helping to keep up with 
rising costs.

 σ Explore various strategies to make 
delayed claims possible, such as 
continuing to earn income, having 
one spouse file early, and tapping 
pretax retirement accounts in low 
tax brackets.

 σ Explain the benefits of annual 
tax-effective Roth IRA conversions 
to build up a Roth account. If 
higher inflation leads to higher 
incomes, possibly increasing the 
tax on Social Security benefits 
and generating income-based 
Medicare premium surcharges, 
balancing taxable withdrawals 
with qualified Roth distributions 
might generate substantial tax and 
premium savings. 

 σ Find out if people are comfortable 
with high-deductible health 

insurance and willing to contribute 
to tax-favored Health Savings 
Accounts. HSAs can be tapped 
for qualified healthcare expenses 
in retirement, without generating 
income that would lead to any 
form of additional taxes. ◼

Heather Schreiber, RICP®, NSSA®, 
has a passion for consumer advocacy 
that is contagious. She has made 
it her mission to educate financial, 
legal, and tax professionals, as well 
as the consumers they serve, so they 
can more effectively navigate the 
waters of retirement with confidence. 
Celebrating her 28th year in the 
financial services industry, Heather 
believes that knowledge is the key to a 
successful and empowered retirement. 
 
Heather owns a boutique consulting 
firm, HLS Retirement Consulting, 
LLC in Woodstock, GA. She is an 
established author on Social Security 
and other retirement income-related 
topics and has been published in 
USA Today, Think Advisor, The Street, 
Investor’s Business Daily, Ed Slott’s 
IRA Advisor, and other financial 
publications. She is also an instructor 
for Surgent CPE and CPA Academy 
as well as an educational partner 
for the National Association of Fixed 
Annuities (NAFA). Heather is the 
author of Social Security Advisor, a 
companion newsletter to Ed Slott’s IRA 
Advisor, that speaks to the nuances 
of this critically important retirement 
income source. 
 
When Heather isn't eagerly sifting 
through legislative proposals or 
working on cases with financial 
advisors, you will find her meandering 
through nature looking for any kind 
of wildlife or majestic scenery. Her 
favorite title, however, is the Chief 
Wrangler of her own Brady bunch 
of sorts consisting of two sons, two 
stepdaughters, a husband, two dogs, 
two cats, and a partridge in a pear 
tree. But she wouldn't have it any other 
way. 
 
Heather can be reached at heather@
hlsretirementconsulting.com or (678) 
888-5110.
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Social Security’s COLA  Is Set for a 40-Year Leap
Social Security benefits have been indexed to inflation since 1975 via annual cost-of-living adjustments (COLAs). During that nearly half-century, COLAs have approached (9.9% in 1979) or topped double digits (14.3% in 1980, 11.2% in 1981) only 3 times. To put the rarity of a 10%+ COLA into perspective, in all the intervening years between 1981 and the 5.9% COLA of 2021, there has been only one year with a COLA over 7% (1982) and one other year with a 5%+ COLA (1990). For a year-by-year look at COLAs, visit ssa.gov/oact/cola/colaseries.html.

That could be about to change. In July 2022, senior Social Security policy analyst Mary Johnson of The Senior Citizens League (TSCL) estimated the 2023 COLA at about 10.5% but announced it could be as high as 11.4%, depending on the third-quarter inflation numbers. Social Security’s next-year COLA is announced in the fourth quarter of each year, based on inflation in the prior 12 months through September.
Johnson noted that a 10.5% increase would add $175.10 per month to 2022’s average monthly retiree benefit of $1,668. A high-benefit Social Security recipient receiving, say, $40,000 a year in 2022 would receive $44,200 in 2023, with that COLA.

That sounds like good news for seniors. However, in June of this year, an ongoing study conducted by TSLC found that, even with COLAs, Social Security benefits had lost 40% of their buying power since 2000. Yes, annual COLAs from 2000 to 2022 have boosted payouts by 64%, altogether. According to the TSCL study, during that time period typical senior expenses have increased by more than double that rate: by 130%!
Between March 2021–March 2022 alone, home heating oil and gasoline prices have shot up by 79% and 51%, respectively, TSCL reports. Many food prices (bacon, eggs, oranges, co!ee, ground chuck) have posted double-digit cost increases while the Medicare Part B premium rose by 14.5%. Medical costs tend to be much higher for seniors than for the general nationwide population. 

Calculating the COLA
As mentioned, COLAs have provided annual increases in benefit payments under the Old-Age, Survivors, and Disability Insurance (OASDI) and Supplemental Security Income (SSI) programs since 1975. Prior to this time, any benefit increases were set by legislation. 

A COLA, when declared, becomes e!ective in December and is paid in 

Social Security’s COLA  Is Set for a 40-Year Leap
 ρ Calculating the COLA
 ρ COLA Concerns
 ρ Woes With Medicare
 ρ Cresting COLAs Could Cost   More in Tax
 ρ How Inflation Impacts Claiming
 ρ Supplemental Solutions
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