My Age is 70½ – Now What?
Many of our clients don’t seem to have a good grasp on what happens at 70½, under
government regulations, with IRA and “employer sponsored” retirement programs; such as the
TSP or 401(k) programs:


The law indicates IRA owners (traditional IRA) and TSP and 401(k) participants must
start withdrawing from those accounts the year the participant (owner) turns 70 ½ or
April of the year following the 70½. Two issues: If the TSP or 401(k) account holder is
still working, the withdrawal is not required. However, the IRA holder must withdraw
even if working. Second issue: If the individual elects to delay the first withdraw to April 1
of the year following, that person must take two withdrawals in that year.



In the age 70’s years, the withdrawal is in the 4% to 5% range of the account values on
December 31 of the previous year. For example, if the individual is age 72 this year, the
account values would be December 31, 2012.



The penalty for not withdrawing or withdrawing incorrectly is 50% of the amount that
should have been withdrawn.



All IRA can be accumulated, and the withdrawal can be taken from one account, if
desired. Not so with TSP and 401(k) plans. The necessary total withdrawal is calculated
on the total of all those plans, but the withdrawal must come from each plan.



A thought to consider with the TSP program is TSP will only allow one partial withdrawal
in a lifetime. Therefore, the first required withdrawal could come from the TSP; but
thereafter, the required withdrawal could not be taken in a lump sum TSP.



Roth IRA’s have no requirement to withdraw; however, Roth TSP does require a
withdrawal: The Roth TSP could be rolled to a Roth IRA to solve that issue with no
penalties, fees or taxes.
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