Individual Retirement Accounts

BEACON| HILL

FINANCIAL EDUCATORS

51A Middle Street Newburyport MA 01950
Phone: 800-588-7039  Fax: 877-902-4284
contact@bhfe.com www.bhfe.com

Course Information
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Number of CPE credit hours recommended for this course:

In accordance with the standards of the CFP Board and the National Registry of CPE Sponsors,
CPE credits have been granted based on a 50-minute hour.

CFP®; 3.5 (All states) (CFP Board Course ID# 195514)
CFP Board sponsor number: 1008.
CPA: 4.5 (All states)

National Registry of CPE Sponsors ID Number: 107615.
Sponsor numbers for states requiring sponsor registration
Florida Division of Certified Public Accountancy: 4761 (Ethics #11467)
Hawaii Board of Public Accountancy: 14003
New York State Board of Accountancy: 002146
Ohio State Board of Accountancy: M0021
Texas State Board of Accountancy: 009349

EA: N/A
CLU, ChFC/PACE Recertification: 4.5

Course Description

In this course you will be introduced to terms and concepts used in connection with
individual retirement accounts. Each new term is defined in the text and included in the
Glossary. The concepts are explained and, where appropriate, are demonstrated through
the use of examples.

At the conclusion of each important section, a Review Quiz is presented to test
comprehension of the material presented. A response is given to each answer you select
to the questions in the Review Quiz affirming the correct choice or explaining why the
choice you selected was incorrect.
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Program Delivery Method: Self-Study (NASBA QAS Self-Study/Interactive)

Subject Codes/Field of Study

CPA: Administrative Practice
CFP Board: “E” Retirement Planning; Tax Advantaged Retirement
Plans NAPFA credit allocation: Retirement Planning (3.5 credits)

Course Level, Prerequisites, and Advance Preparation Requirements

Level: Overview. This program is appropriate for professionals at all organizational levels.
Prerequisites: Basic familiarity with retirement plans.
Advance Preparation: None

Course Materials

Publication/Revision Date: 6/1/2015.

Course book:IRA Update by Paul J. Winn, CLU, ChFC

Final exam (online): Thirty-five questions (multiple-choice).

Instructions for taking this course

In order to receive CPE credit for this course, you must complete the course
within one year of the date of purchase. This includes achieving a passing grade of
at least 70%b6 on the final exam. The exam may be retaken if not passed in the first
attempt (no charge).

Complete the course by following the learning objectives listed below, and by studying the
review guestions at the end of each major section or chapter (answers and explanations
to review questions appear at the end of the text after the Glossary). Once you have
completed each learning assignment and you are confident that the learning objectives
have been met, answer the final exam questions (online).

Instructions for Taking the Final Exam Online

- Login to your account online at www.bhfe.com.
- Go to “My Account” and view your courses.
- Select “Take Exam” for this course and follow instructions.

Have a question? Call us at 800-588-7039 or email us at contact@bhfe.com.
Learning Objectives

Upon completion of this basic course, the student should be able to:

Chapter 1 Traditional Individual Retirement Accounts

1. Identify the rules governing eligibility and permitted contribution levels for traditional
IRAs.

. Define the tax treatment of contributions to and distributions from traditional IRAs.

. Name the benefits of tax-deferred accumulation.

. Identify the rules governing IRA rollovers.

. Define traditional IRA distribution rules.

abwnN

Chapter 2 Roth Individual Retirement Accounts
6. Recognize the limitations imposed on Roth IRA eligibility and contributions.
7. Recognize the tax treatment of contributions to and distributions from Roth IRAs.
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8. ldentify the rules applicable to traditional to Roth IRA conversions occurring on or
after January 1, 2010.

9. Define the distribution rules applicable to Roth IRA distributions upon the death of the
owner.

Chapter 3 Individual Retirement Account Funding
10. Name the financial vehicles in which IRA assets may and may not be invested.
11. Recognize the additional benefits provided by investing IRA assets in an annuity.

Chapter 4 Education IRAs

12. Define the eligibility requirements applicable to ESA contributors and beneficiaries.
13. Name the ESA contribution limits.

14. Define the tax treatment of ESA earnings and distributions.

Chapter 5 Simplified Employee Pension IRAs

15. Distinguish between the additional employer benefits associated with establishing a
Simplified Employee Pension IRA and establishing a qualified plan.

16. Identify the rules applicable to employer and employee contributions to a Simplified
Employee Pension IRA.

17. ldentify the rules applicable to Simplified Employee Pension IRA rollovers.

Chapter 6 SIMPLE IRAs

18. Ildentify the eligibility rules applicable to a SIMPLE IRA for employers and employees.

19. Recognize the rules governing SIMPLE IRA contribution sources and the limits
applicable to annual additions.

20. Name the taxation and rules applicable to SIMPLE IRA distributions.

Copyright 2003, 2006, 2010, 2015 by Paul J. Winn CLU ChFC

ALL RIGHTS RESERVED. THIS BOOK OR ANY PART THEREOF MAY NOT BE
REPRODUCED IN ANY FORM OR BY ANY MEANS WITHOUT THE WRITTEN
PERMISSION OF THE PUBLISHER.

All course materials relating to this course are copyrighted by Paul J. Winn CLU ChFC. Purchase of a
course includes a license for one person to use the course materials. Absent specific written
permission from the copyright holder, it is not permissible to distribute files containing course
materials or printed versions of course materials to individuals who have not purchased the courses. It
is also not permissible to make the course materials available to others over a computer network,
Intranet, Internet, or any other storage, transmittal, or retrieval system. This document is designed to
provide general information. It is not a substitute for professional advice in specific situations. This
publication is not intended to be, and should not be construed as, legal or accounting advice which
should be provided only by professional advisers.

Paul J. Winn CLU ChFC
101 Justice Grice
Williamsburg, VA 23185
(757) 253-8075
Email: pjwinn@verizon.net



Table of Contents

ADOUL THIS COUISE ...ttt sttt b e e st st e et e b e s be et e ebeesbeeneeareenne e 1
HOW YOU WL LA ...ttt ettt et ettt et te et e saeeneenaeseeeneeneean 1
Why This Information is Important and How You Can USe It..........coceeiiiniiiiiiiee e 1

Chapter 1 Traditional Individual Retirement ACCOUNTS.........ceoveiiiiiiieiieieee e 2
IMPOITANt LESSON POINTS. ....c.uiiiiieciieie ettt e sttt e e s e steeneestesreeneesaeeneeneeas 2
Chapter Learning ODJECLIVES ........oooiiiiieieeie ettt sttt st e seeseeeneesaesneenee e 3
Background, Definition & ENgiDItY .......cccooi i 3
TraditionNal TRA RUIES ... bbbt bbb 4

1 g cTo I [Tt o T OSSO 4
Limits 0N CONIIDULIONS ......oviiiieiciecie sttt st se e besta e e e sbeesaesaestaeneenre s 5
Maximum AnnUal CONFIDULIONS .........ociiiiiiee st 5
Traditional IRA TaxX CONSIARIALIONS .........eiiiiieiieie ettt s e st see e neesee e e e e 6
Traditional IRA Tax Considerations—CoNntribULIONS...........ccoooviiiiiiii e 6
Tax Treatment of Contributions by Active PartiCipants...........c.ccoceverniinininienee e 7

I G (o SRS 10
00U 1 Y2 S 10
REVIEW QUIZ HL.....e ittt et st e et e e e s be e st et e s ae et e beenaenteeteenbeneeaneenre e 11
Traditional IRA Tax Considerations—ACCUMUIALIONS.........c.cceiiveieiiiiieeee e 11
Traditional IRA Tax ConsiderationS—ROHOVEIS ..........cccoveiiiiiiiieieeeeee s 13
Eligible ROHOVEr DiStriDULIONS.........cciiiiiiiiiti i 14
Distributions Ineligible fOr ROHOVET ..o 15
Direct and INIreCt ROIOVETS .........oiiiiiiiece e 15
Mandatory WIthROIAING .........cccooiiiiiiic e e 16
Avoiding Rollover WithROIdING..........cviiiiiiieccees e 17
Indirect Rollovers Subject to Timing and Frequency Limitations ............ccccceevevveevcieieennee. 17
EGTRRA Permits Rollover of After-Tax ContribUtiONS..........ccccoovveiereiniinice e 17
SUIMIMATY ..ottt et bbbt b e s s e b e R e e b e b e s b eb e e b e e Rt e Rt e bt eb e e s b e e bt ek e e b nbeen s e nbesseennenn s 18
REVIEW QUIZ 2.ttt sttt st e st s be et et s Rt e st e st e e ne e st e st e enteseeereenbenneeneenne e 18
DISEIIDULION ... ettt st et e st b ettt et ene 19
Premature DIStIIDULIONS ........coiiiiie ettt ste et e e e eneenne e 19
Premature Distributions Avoiding TaxX PENalty .........cccceoeiiiiiiiiiiieseieesse e 19
Pro-Rata Distribution of Non-Deductible Contributions.............ccccvceviiirniniiiniie e 20
Required Distributions during OwWner’s LIfetime .........ccccoviiieiiie i 20
Required Minimum Distribution AMOUNT...........cccocviieieieee e 21
Required Distributions at OWNer’s DEath..........cccccviiiiic i 22
Death before an Owner’s Required Beginning Date............cccooviieriiieeeneieee e 22

Life EXPECLANCY RUIE ......c.veieeei ettt reenaenre s 22

FIVE-Y AN RUIE ...ttt ettt e ste e esteeneenaesteenaenre s 23
SUrVIVING SPOUSE’S EIBCTION ..ot 23

Death On or After the Required Beginning Date ...........cocveviiiiieneiie e 23
SUIMIMIAIY ...ttt bbbt b s bbbt btk e et R e e b e bt e bt e R bt e R e e A e e e bt b b e bt ebees b e e bt e he et e nbeenenns 23
REVIEW QUIZ 3.ttt sttt e e he et e s be e st e s be e b b e s besbeeatesbeaseesbesteeseesbeentesrens 24

Chapter 2 Roth Individual Retirement ACCOUNTS.........ccocveiriierie e 25
IMPOITANt LESSON POINLS.......uiiiiiiiiice ettt et te et e e e ste e e e nnas 25
Chapter Learning ODJECLIVES .........oiiiieiieee sttt ettt eesteeneestesne e eeseeeeenees 25

Definition & ENQIDIITY .......ccoiie et 26



Individual Retirement Accounts

LimitS 0N CONIIIDULIONS .....vviiiiiiiicie ettt 26
ROth TRA TaX CONSIABIALIONS.........ciuiieieieitieie e etie sttt ettt et e e e ste s e stesre e eesaeaneesaesneenaeseeeneeneens 28
Qualified DiStriDULIONS TaX-FIEE......ccciveieeieestiesie e ete e e ste et e e re e ste e sreesreesneesseeenreereenreens 28
Non-Qualified Distributions Receive FIFO Tax Treatment ........ccccoveveevieiieciieeiree e 30
Non-Qualified Gain Distributions Subject to Tax Penalty..........ccccccooveviviviiei i 31

No Lifetime Required DiStHDULIONS ..........ccooiiiiiieie e 31
Roth IRA CONVErsions & TIaNSTEIS.......ciiiiiicece e e 31
Roth IRA Death Benefit DiStriDULIONS.........c.coviiiiiiie e 32
Life EXPECLANCY RUIE. ... .ottt ettt sre e stesneeneeneas 32
Surviving Spouse’s Life EXpectancy RUIE..........ccoi i 32
FIVE-YRAI RUIE.......oeceicee ettt sbe s et ste e e e nteaneeneennes 32
SUNVIVING SPOUSE’S EIECTION ......civiiiiiitiiicic ettt st sre s re e sre s 32

00 TU ] 0 Y2 SRS 33
REVIEW QUIZ ...ttt et et st et e e s Rt e st et e e se e st e sbeentesteeteenbenneaneenee e 34
Chapter 3 Individual Retirement Account FUNING ........ccccoiiiiiiininie e, 35
IMPOITANt LESSON POINTS.......uiiiiiiiieiiie ettt sttt sae e e esreeneesnesneeneeeeas 35
Chapter Learning ODJECLIVES .......ccoiiiieie ettt sttt sreste s be e e aesraeeennas 35
IRA INVESTMENT OPLIONS ...ttt ettt et e st e st e s e besreesbesbeaneestesteeneeneas 35
Trust or Custodial Account IRA FUNAING.......ooiiiiiiiiiiere it 36
Prohibited TRA INVESIMENTS ..ottt bbb eneas 36
Separately-Paid Custodial Fees a Miscellaneous Itemized Deduction...........c.ccccccvevevveiiennne 36
UsSiNg ANNUILIES 10 FUNG TRAS.......eoeieeee ettt sttt stesne e neas 36
Non-Tax Benefit #1: Annuity Death Benefits.........ccoovviiiiiiiiiieeeee e 37
Non-Tax Benefit #2: Annuity Life INCOME ........ccooiiiiiiiiiiie e 38
Variable Annuity Suitability REQUIFEMENTS ......cvoiiiiicicce et 38
00U 1 SR 39
REVIEW QUIZ H5.....e ettt st et s e s te et e e s e s te e st e beste et e beeneentesteenbenteaneente e 40
Chapter 4 Education IRAs (Coverdell Education Savings ACCOUNTS) .........cccoeverueriennnenn. 41
IMPOITANt LESSON POINTS.......uiiiiiiiieiiie ettt sttt sae e e esreeneesnesneeneeeeas 41
Chapter Learning ODJECLIVES .......ccoiiiieie ettt sttt sreste s be e e aesraeeennas 41
Definition & ENQIDIITY ........coiiiee et 41
LimitsS 0N CONTIIDULIONS ......oeiieieie ettt ettt te st e ste s e ntesreeneesaeeneenee e 42
Eligible ESA BeNETICIANES . .c.vecviiviee ettt sttt et ne e 43
TAX CONSIABTALIONS .....cvviveeiieiietieie sttt bbbttt bbbttt bbbttt ene s 43
Tax-Free ESA DISIHDULIONS .........ooiiiiiii ettt sre e e 43
Qualified EAUCAtION EXPENSES......ccuiiiiieiteiiesiesieeie st e estesteestestesteestesreesaestesssesbesseesresreaseeseens 44
Eligible Educational INStItULION..........ccoiiiiiiiiiiec e 44
Taxation of EXCeSS ESA DiStIDULIONS ........ccooiiiiiieieiie st 44
SUMIMEBIY ...ttt b e bt e sh e e s b bt e b bt ea b e ekt ekt e oh e e 4R et e ab e ekt e ehe e ehe e eh b e eh bt eabeenbeenbeenbeesnneenne e e 46
REVIEW QUIZ HB.....e.veeieiieee sttt sttt et teete e s e s bease e besae e e e beeneentesteententeaneenre e 46
Chapter 5 Simplified Employee Pension IRAS.........cccceiiiie i 47
IMPOITANt LESSON POINLS.......uiiiiiiiiice ettt et te et e e e ste e e e nnas 47
Chapter Learning ODJECLIVES .......cc.oiiiieie ittt sttt st este s be e e bestaeeennas 47
100 1 AT ] o PSSR 48
(070 01 o010 o3P 48
Defined Contribution Plan Limits APPIY......cceiiiioi e 49
Certain Employees Must Be INCIUAEA ..........cocveiiiiiei i 49
SEP INtegration PErmMIttEA ...........cooiiiiiiee ittt s nee s 49



Employee Plan Contributions PErMItted...........cccvvveiiiiiiece e 50

Active Participant Rules Apply to Employee Contributions............ccccooevviieeienieiene e 51
113 (] o114 o] TR 51
ReguIar DIStIIDULIONS.........ccieiie et be e be e seenns 52
Premature DISIIDULIONS .......cc.oiiiiieici bbb 52
Required Minimum DiStrBULIONS ..........ooiiiiie e 53

] Lo (o1 [0 1Y =T 3R 53
SUIMIMATY ..ttt bk etk bt h bt bt e o E e eb £ e st eb e e b e oAbt eh e et e eb e e s e e b e eb e en b e nbeene e beene e e e nns 54
REVIEW QUIZ 7 ..ottt sttt et s e e s e et e et e et e e s be e ate e e st e e ste e seeesbeesneesaeesnteanbeenteenreenreeas 55
Chapter 6 SIMPLE TRAS ......ci ettt st te sttt e e sta e sneesteenaeaneenneens 56
IMPOITANt LESSON POINLS.......uiiiiiiiiice ettt et te et e e e ste e e e nnas 56
Chapter Learning ODJECLIVES .........oiiiieeieeie ettt ettt eesee s e sresneeeeseeeeenees 56
Definition & ENQIDIITY .......ccocviie e 57
SIMPLEs Offer Less Expensive Alternative to Qualified PIans ...........cccceveviviveviviieie i 57
SIMPLES Restricted to Small EMPIOYEIS. ......c.oo i 57
SIMPLE IRA CONEIULIONS. ..ottt nee e 57
Employee Elective CONTIDULIONS .........coviiiiiiieieee e 58
CatCh-UP CONTIIDULIONS ......viiviieieecie ettt e 58
Matching Employer CONtriDULIONS ........cc.oiiiieiiieee e 58
Nonelective Employer CONtriDULIONS ..........cooiiiiiiiiee e 59
Nonrefundable Tax Credit for Lower Income EMPIOYEES ........cccoovvriiviiiniinine e 59

D ES] (o111 T TSR 60
Premature DIStHDULIONS .......ccoiiiiieicice e et eneas 60
Exceptions to Premature Distribution Tax PENalty ..........c.ccoceiiiiiiiiiiinisne e 60
Required Minimum DiStriDULIONS ..........cociiiiieie et s 60
(0] 1 01T £SO 61
Direct and INAIreCt ROIOVETS. ......c.viiiiie et nes 62
ROIOVEr RECIPIENT PIAN ......oiiiiiteieee et 62

00 TU ] 10 Y2 SRR 62
REVIEW QUIZ H8......eeeie ettt sttt et s be et et s st et e teeneenaeeteentesteereenbenneeneenne e 63
L€ [0155:7= 1 YOS P USRS 64
ANSWETS 10 REVIEW QUIZZES.......ccuvieiriiiie et sttt ettt stee et saae e sre e srae e be e sar e beesneeens 69
REVIEW QUIZ HL oottt ettt ettt st e et e e e b e e e be e s be e sbe e e abeeabeenbeeebeesbeesbeesnteenreenns 69
REVIEW QUIZ H2 .ottt e st e et e e be e st e e s be e sR e e ss e e en e e enteeteesbeesneesneesneeanes 70
REVIEW QUIZ H3 ..ottt e et e e be e s be e s te e sh e e st e e en e e enbe e teesbeesreeaneeaneeanes 72
REVIEW QUIZ H4 ..ottt ettt sttt e s b e e s be e s baesb e e s ab e e a b e eabeebeesbeesbeesaeesareeans 73
REVIEW QUIZ H5 .ottt e et e e be e st e e s be e sb e e ss e e e s eeente e beesbeesneeaneeaneeanns 74
REVIEW QUIZ HB ... e e s st e et e e te et e e s te e st e e ar e e eneeenteeteesteesneesneeaneeanes 75
REVIEW QUIZ T .ottt sttt ettt et e s et s be et e s te et e s te et e e stesbeeneeneeaneenee e 77
REVIEW QUIZ 8 ...ttt ettt et et e s be s be et e s be et e s teeneestesbeesaenteaneenee e 79

10 T0 = TSP U PP P VRTURUR PSPPI 81



	Course Information
	Learning Objectives
	Table of Contents

