MeSsirow
IRA tax smarts

Your IRA most likely represents a significant portion of your long-term retirement savings,
and can also play an important role in annual tax planning. Depending on your situation and
goals, you might want to consider whether a Traditional IRA or a Roth IRA makes the most
sense, whether your required minimum distributions can be given to charity, or whether you
should accelerate your IRA distributions.

Pick the right IRA vehicle for you

The point of all IRAs is to encourage people to save for retirement. Therefore, you are discouraged (via
penalties) to take any money out of these accounts until you turn 59 %.

Traditional IRAs
» Contributions are made with pre-tax money, meaning you save money by not paying tax initially
e Distributions are fully taxable as ordinary income
¢ Penalty for withdrawals prior to age 59 %

e You must take your first required minimum distribution for the year in which you reach age 73.
However, you can delay taking the first RMD until April 1 of the following year. If you reached age
73 in 2024, you must take your first RMD by April 1, 2025, and the second RMD by Dec. 31, 2025

Roth IRAs

Contributions are made with after-tax money

Distributions are tax-free

Penalty for withdrawals prior to age 59 %2

No required minimum distributions (RMDs)

Prior to tax time, make sure to fund your IRA, and work with your professional advisors to help you



manage your RMDs, if required.

Take advantage of Qualified Charitable Distributions (QCDs)

For many years the rules allowing a tax-free Qualified Charitable Distribution, or QCD, directly from an
IRA to charity have been on-again, off-again, often getting extended at the very end of the year.
However, the QCD rules have finally become permanent. This is good news as it makes it easier for you
to make proactive charitable contributions and minimize the tax associated with required minimum
distributions from your Traditional IRA.

There are certain situations where it is more advantageous to use a QCD then to take your RMD in cash,
contribute to charity, and just deduct that charitable contribution on your taxes.

* QCD filers are not required to itemize their taxes - the only way normally that you would get to
deduct your charitable contributions is if you are eligible to itemize.

e For high income taxpayers, QCDs are not subject to the phase out of itemized deductions, so you
get a greater benefit by contributing directly to the charity through a QCD.

In order to order to take advantage of a QCD:
e You must be at least 70 1/2 years old
e The charity must be a qualified charity
e The charitable contribution can’t exceed $100,000
¢ A check made payable to the charity can be sent to the account owner for delivery
e Contributions to a donor advised fund do not count as a QCD

Convert your Traditional IRAs to Roth IRAs

If you do not need, or expect to need, the annual cash flow from your RMD, it might make sense for you
to consider converting your Traditional IRAs into Roth IRAs. Among the advantages are:

» Tax-free distributions

e Contributions can be made to the Roth IRA after age 70 %

e No annual RMDs

e Roth IRAs are a tax-efficient way to transfer wealth to beneficiaries upon the account owner’s
death



Please talk to your Mesirow wealth advisor about whether this type of conversion might make sense for
your unique situation. There are often significant current tax considerations involved.

Accelerate your distributions from your IRAs

One final tax idea to consider is to accelerate your distributions from your Traditional IRAs beyond the
RMD amount. Depending on your expected taxable income in a given year, it may make sense to
accelerate distributions into years when your expected taxable income is lower. This also may be
appropriate in years when you have higher-than-average deductions. By accelerating distributions you
also reduce the amount of future RMDs.

Mesirow Wealth Management can help you decide which of these strategies may be appropriate for you
and your family.
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Mesirow does not provide legal or tax advice. Past performance is not indicative of future results. The
views expressed above are as of the date given, may change as market or other conditions change, and
may differ from views express by other Mesirow associates. This is not a solicitation to buy or sell the
securities mentioned. Do not use this information as the sole basis for investment decisions, it is not
intended as advice designed to meet the particular needs of an individual investor. Information herein has
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such information may be incomplete and/or condensed. All opinions and estimates included herein are
subject to change without notice. This communication may contain privileged and/or confidential
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