
DELAYING YOUR RMD
There is a way to delay paying taxes on Required Mimimum Distributions (RMDs).

Consider this: One-half of women and one-third of men who are in their mid-50s will live to age 90, according to the Society of 
Actuaries. If you’re married, at age 65, there is a 50% chance that either you or your spouse will live to age 92. [1]

Increases in longevity are one reason the United States government is considering changing the rules for required minimum 
distributions (RMDs). Currently, Americans must begin taking money from their qualified retirement accounts at age 70 ½. [2]

The proposed change may face some opposition however, as RMDs are expected to generate a significant amount of revenue 
for the U.S. Treasury during the next two decades because the leading edge of the Baby Boom generation has already reached 
age 70 ½. [2, 3] 

If you are still working, and would prefer to keep your retirement savings invested, there may be a way to delay taking RMDs if 
you qualify for an exemption. As with many IRS rules, however, the exception is not as straightforward as it seems. [4]

The RMD Rule: 
A qualified plan is a retirement savings plan that allows for 
pre-tax contributions. Any earnings grow tax-deferred until a 
distribution is taken. 

When you save in a qualified retirement plan, like a 401(k), the 
government allows you to defer paying taxes on the money 
you contribute, however the delay is temporary. [3] 

When distributions are taken during retirement, they are 
taxed as ordinary income. According to the current rule, if you 
haven’t started taking distributions by age 70 ½, you must 
take a distribution by April 1 of the year after you reach age   
70 ½. This rule applies to: [6, 7]

 y Traditional IRAs,

 y SEP IRAs,

 y SIMPLE IRAs,

 y 401(k) plans,

 y 403(b) plans,

 y 457(b) plans,

 yProfit sharing plans, and

 yOther defined contribution plans.

If you don’t take RMDs, then you may owe a hefty penalty – 
50% of the amount of the missed distribution. [7]

Exceptions to the Rule: 
There is an exception to the rule, and these exceptions only 
apply to employer sponsored plans. If you’re still working, you 
don’t have to take RMDs from the plan of the company that 
employs you. Generally, distributions can be delayed until 
April 1 of the year following the year you retire. [8]
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If you have ample retirement savings and would prefer not to take RMDs at age 70 ½, there may be a planning strategy 
that can help you delay. If you would like to learn more, we are here to help.

As with many IRS rules, there are of course exceptions to the 
exception. For instance,

 y If you own more than 5% of the company you work for 
at the end of the plan year in which you reach age 70 ½, 
then you do not qualify. [5]

This determination is made just once under current tax 
law. So, if you own more than 5% of the company in the 
year you reach age 70 ½, you will not qualify for the still-
working exception for this plan unless tax law changes. [8]

The rule works the other way, too: If you take ownership of 
more than 5% of a company after age 72, you may qualify 
for the still-working exception under current tax law.  
(Family attribution rules apply.) [8]

 y You must work for the company on the first day of the 
following year. If your retirement date is December 31, 
and you do not return to work the following year, then 
you don’t qualify for the still-working exception under 
current tax law. [8]


