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It’s Getting Late Early
Summer is racing by, and Halloween, Thanksgiving and even Christmas and Hanukkah are in 
plain sight. Along with those holidays, a number of critical retirement account deadlines are 
fast approaching. In order to take advantage of certain beneficial tax breaks, you and your 
clients must act quickly. Since many of these actions require cooperation from third-party IRA 
custodians and plan administrators, it’s not too soon to start paying attention. To paraphrase the 
great philosopher Yogi Berra, “it’s getting late early.”

October 1

� Establish a SIMPLE IRA for 2020
If your client owns an existing business and wants to establish a new SIMPLE IRA plan for  
this calendar year, the deadline is October 1, 2020. If your client starts a new business after  
October 1, 2020, the SIMPLE IRA can be set up as soon as administratively feasible, but no  
later than December 31, 2020.

October 15

� Make 2019 Employer Contributions to a SIMPLE IRA
Employer contributions to a SIMPLE IRA plan must be made by the business’s tax-filing 
deadline, including extensions. If your client’s business has an extension to October 15, 2020 to 
file its 2019 tax return, that is the deadline to make the 2019 SIMPLE IRA employer contribution. 

� Establish and Fund a SEP IRA Plan for 2019 
The deadline for establishing a new SEP IRA plan or to make contributions to an existing SEP 
is the business’s tax-filing deadline, including extensions. This makes October 15, 2020, the 
deadline for 2019 SEP contributions for clients with an extension. 

� Withdraw or Recharacterize 2019 IRA Contributions Without Penalty 
By beating the clock, clients who made excess contributions to their IRA for 2019 can get relief. 
If the excess contribution, plus the net income attributable, is removed by October 15, 2020, the 
6% excess contribution penalty will not apply. Clients can also recharacterize any IRA or Roth 
IRA contribution by October 15 for any reason – even if it is an allowable contribution and not an 
excess. (Remember, Roth IRA conversions cannot be recharacterized.)
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October 31

� Provide Trust Beneficiary Documentation
If an IRA owner or retirement plan participant named a trust as beneficiary and died in 2019, 
October 31, 2020, is the deadline for the trustee of the trust to provide required documentation 
to either the IRA custodian or the plan administrator. This may sound like mere paperwork, but it 
is critical. If the trustee misses this deadline, the trust will not meet the “look-through rules,” and 
trust beneficiaries may lose advantageous tax treatment for distributions from the trust.

December 30

� Take Advantage of CRDs
The clock is ticking for clients who are “qualified individuals” under the CARES Act to withdraw 
up to $100,000 of coronavirus-related distributions (CRDs) from IRAs and/or company plans. 
CRDs are not subject to the 10% early distribution penalty, and there is the option to spread the 
taxable income over a three-year period. 

December 31

� Note that 2020 RMDs are Waived
One usual deadline that you do not have to worry about this year is having clients take required 
minimum distributions (RMDs) by yearend. The CARES Act waived 2020 RMDs. The waiver 
applies to RMDs from IRAs and company plans. It also applies to inherited IRA, inherited 
Roth IRA, and plan beneficiaries. If RMDs were already taken, they can be repaid if they are 
otherwise eligible for rollover. This means any repayment must be made within 60 days and is 
subject to the once-per-year rollover rule. Also, non-spouse beneficiaries cannot repay RMDs. 

Even though RMDs are waived for 2020, clients may still want to consider taking distributions 
by December 31 to take advantage of lower tax brackets and to maximize them. Any part of 
these brackets not used will be lost forever.

� Do a Qualified Charitable Distribution
As the clock winds down on 2020, don’t forget about qualified charitable distributions (QCDs). 
Identify clients who might benefit from QCDs – BEFORE yearend. Many people make their 
charitable gifts in December.
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Despite all the recent tax changes, QCDs are alive and well and remain a great tax break for 
charitably inclined clients. Even though the age for RMDs is now age 72, IRA owners who are 
at least age 70½ are eligible to transfer up to $100,000 to charity directly from their IRA in 2020. 
Many clients use QCDs to offset RMDs, but QCDs can still be made even though RMDs were 
waived for 2020. Just make sure the QCD is received (or a checkbook IRA check is cashed) by 
the charity by yearend.

� Consider Roth Conversions
If clients have been considering converting traditional IRAs or pre-tax 401(k) funds to Roth IRAs, 
this may be the perfect year to pull the trigger. Although Roth conversions generate immediate 
taxation, federal tax rates are historically low and may not stay that way for long. Also, the 
client’s other 2020 taxable income may be lower than usual because of possible work reduction 
due to COVID-19. Additionally, older clients who had their RMD waived this year should 
consider converting the RMD amount. This is a one-time opportunity since RMDs in a normal 
year cannot be converted. All conversions must be done by December 31 to qualify for 2020. 

� Use the NUA Strategy
If you have a client using the net unrealized appreciation (NUA) tax break this year, a crucial 
clock is ticking. NUA is a great tax-planning tool for clients with highly appreciated company 
stock in their 401(k). NUA allows an individual to pay ordinary income tax on the cost basis of 
the shares – not the total value of the shares – when withdrawn. The difference between the 
two (the NUA) isn’t taxable until the shares are sold – and at favorable long-term capital gains 
rates. Although the NUA strategy can be lucrative, the eligibility rules are strict. For example, the 
participant’s entire account must essentially be emptied (with a few limited exceptions) within 
one calendar year. Clients planning to use the NUA strategy need to start the process early 
enough to ensure the lump sum distribution occurs by December 31.

� Split IRAs into Separate Accounts
Another critical December 31 deadline involves splitting IRAs into separate accounts. IRA 
owners with multiple beneficiaries can establish separate IRAs for each beneficiary during their 
lifetime. But if they fail to do so, the beneficiaries have until December 31 of the year following 
the year of death to split the IRAs. One important reason for creating separate accounts is to 
allow beneficiaries to take advantage of favorable distribution payout rules. But be forewarned, 
it may take the IRA custodian some time to establish the separate inherited IRA accounts, so 
pay attention to the calendar.
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The Urgency for Knowledgeable, Professional Advice 
Has Never Been More Essential!

This has been a historic year of change and volatility, and your clients and prospects need your 
help more than ever to maximize every tax-saving strategy possible.

Make the most of the days we have left before we turn the page for a new year!

Want More Advanced IRA Knowledge?
Visit irahelp.com for the latest training opportunities 

and resources from Ed Slott and Company
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