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Annuities within Traditional IRAs comply with Required Minimum
Distribution Rules

Many people are annoyed by the RMD rules, and really don’t need the
money or want to pay the additional taxes.  The law is the law, so compliance
is not a choice.  Because of this fact there are some annuity strategies that
can address your eventual RMD issue. Some you might be familiar with, and
some might be new to you, but it’s important to know all of your options in
order to properly choose your specific RMD strategy.

The acronym “RMD” stands for Required Minimum Distribution, and is the
amount of money that you have to remove from your traditional IRA, or
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qualified account, when you reach the age of 70 ½.  

Whether you have one IRA or ten separate IRAs, our friends at the IRS are
going to look at the total dollar amount of your qualified accounts in order to
calculate your RMD annual payment.  You can take that Required Minimum
Distribution (RMD) from one IRA, or from multiple qualified accounts, just as
long as the IRS dollar requirement is met.

Whether you need the money out of your IRA or not, the IRS is tapping you
on the shoulder to “remind” you that it’s time to start paying your fair share
of taxes.  I really hate the phrase “fair share”!  Total class envy nonsense.

An annuity death benefit rider strategy provides principal
protection and a lasting legacy.

Some IRA owners don’t ever plan on accessing that money, except for the
pesky RMD.

They want to leave the bulk of that asset to their beneficiaries. They want, in
essence, to leave a legacy. This can be accomplished by utilizing a
contractually guaranteed death benefit rider attached to a fixed
annuity. Here’s how that strategy would work:

Let’s say you have $300,000 in a traditional IRA, and you never plan on
needing that asset to live on in retirement.

  If you placed that money in a fixed annuity with a contractual death benefit
rider that guarantees a 5% growth, then the $300,000 will grow and
compound by that amount every year.  When you take your RMDs, the 5%
death benefit growth will offset the dollar amount of the Required Minimum
Distribution (RMD).  The sooner you start this strategy before you turn 70 ½,
the better because the $300,000 will be growing by an annual 5% before
you are required to take your RMDs.

This offset strategy allows you to take your RMDs, while keeping your initial
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IRA total dollar amount intact for your listed beneficiaries and heirs.

A Stretch IRA Strategy is IRS approved and allows your heirs
continual RMD payments.

If structured properly, RMDs can be taken by numerous generations
(spouse, children, grandchildren).This will provide a legacy income to your
heirs, while lessening the tax liabilities over time. You don’t need an annuity
to stretch your IRA, but a fixed annuity does work well with this strategy
because it fully protects the principal from market volatility, and provides
contractual guarantees.

Don't qualify for the protection life insurance affords? Buy an
annuity instead. 

Another creative strategy to maximize the Required Minimum Distributions
(RMDs), which you have to take, is to apply that annual dollar amount to a
purchase of an annuity or life insurance policy. If you can qualify for life
insurance, this would be the first choice because the death benefit would
pass tax free to your listed beneficiaries. You figure out what the after tax
dollar amount would be from your RMD, then buy as much life insurance
death benefit with that as possible. Term life insurance is the most efficient
and lowest cost choice available, and would maximize the dollar amount
applied.

If you do not qualify for life insurance, you can use the same strategy to buy
a flexible premium fixed annuity which has a guaranteed death benefit rider
attached to the policy. Flexible premium means that you can add money to
the policy. This annuity strategy is also a very efficient way to utilize your
RMDs, but the death benefit does not pass tax free to your beneficiaries
as life insurance does.

So the next time you start getting perturbed about having to take your
Required Minimum Distributions (RMDs), there might be an annuity solution
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that could be a nice fit to your overall legacy plan.

Retiring Comfortably?
fi.com

If you have a $500,000 portfolio, download The Definitive Guide to
Retirement Income.

8% Annual Annuity Return
advisorworld.com/CompareAnnuities

Get guaranteed lifetime income and reduced risks to retirees all here.
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 IRA RMD Payments Can Become Legacy Income Payments.
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An IRA is a Qualified Account with Required Minimum Distributions

Many in America have an IRA which can also be called a qualified account.
Qualified accounts are recognized by the government as retirement vehicles
and allow you to defer paying taxes on the money in the account for as
late as age 70 ½. At that time, our beloved government taps you on the
shoulder to remind you that it is now time to start paying taxes on that
money, whether you like it or not.

This forced IRA distribution is called your Required Minimum Distribution and
is commonly referred to as your RMD. There is also an IRS approved strategy
that you should be aware of called “Stretching Your IRA”, or the “Stretch IRA”
strategy.

You Can Continue RMDs to Your Beneficiaries
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There are many people who are fortunate enough to only have to take
the RMDs from their IRA as income in retirement. The plan usually being to
leave a legacy, and pass the remaining IRA assets to heirs and listed
beneficiaries. Stretching your IRA is simply having your beneficiaries
continue to take your RMDs after you have passed away. It’s a very efficient
and legal way to minimize taxes as well as leaving a lasting legacy of income
to your loved ones. You do not need to own an annuity to implement a
“Stretch IRA” strategy, but fixed annuities do lend themselves well because
of their principal protection and contractual guarantees.

Let’s Take a Look at a Common “Stretch IRA” Example

In this case study, the father has a large dollar amount in his traditional IRA,
and his wife is listed as the primary beneficiary of his IRA. The contingent
(secondary) beneficiary is his only son, and the tertiary (third) beneficiary is
the brand new grandson.

Here is how the “Stretch IRA” strategy works:

The father turns 70 ½ and starts taking his mandatory Required Minimum
Distribution from his IRA, with the annual dollar amounts required being
primarily based on his life expectancy.
After 10 years of taking his RMDs, the father passes away.
Because his wife is listed as the primary beneficiary, she starts receiving the
RMDs from her husband’s IRA, but the new RMD amount recalculated is now
based on her life expectancy.
The wife takes those RMDs for 10 years, and then she passes away.
Because their only son is listed as the contingent (secondary) beneficiary, he
then starts taking his RMDs from his father’s IRA, with the annual dollar
amount based on his life expectancy (not his father's or his mother's).
The son takes the RMDs, based on his life expectancy, from his father’s IRA,
and then the son passes away after 10 years
Because the grandson is listed as the tertiary (third) beneficiary, he then
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starts taking RMDs from his grandfather’s IRA, with the annual requirement
being based on his own life expectancy as well.

So that’s how a Stretch IRA works to provide income to multiple family
members in successive generations. 

There Also Exists a Super Stretch IRA Strategy

If the father made his grandson the primary beneficiary; this is called a
“Super Stretch” IRA because of the age discrepancy between the
grandfather and the grandson. There are numerous ways to stretch an IRA,
so decide who you will list as beneficiaries to your IRA, and chose who the
primary, contingent, or tertiary recipients will be with well thought out
intention.

Again, remember it’s important to understand you do not need to own an
annuity to implement a “Stretch IRA” strategy, but fixed annuities fit the
stretch IRA strategy well because of their principal protection and
contractual guarantees. There are also a few other annuity strategies
developed around RMDs. At a minimum, you should be aware of the IRA
Stretch strategy. If you currently work with an advisor, and this is the first
time you have either heard about the strategy or understand how it really
works, then it might be time to find a new advisor.
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