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My last newsletter covering early withdrawals from a DROP rollover brought on many more questions. I will attempt to clarify as many of those as possible. 
IRS Publication 590 covering IRA’s states: a series of substantially equal payments may exempt you from a 10% penalty for withdrawals prior to 59 ½. The payments from this exemption must generally continue until at least 5 years after the date of the first payment or until you reach 59 ½ whichever comes last.
For example, if you start withdrawals at the age of 57, it must run until you are age 62, then it stops. If you are age 50, then it runs until you reach age 59 ½, then it stops. 
There is a one time switch where you may stop your payments and switch to the required minimum distribution method.

In the January 2005 edition of Financial Planning magazine there is an article titled, “Exceptional Flexibility”, where the strategy of having multiple accounts to start payments on different methods and at different times was cited as a strategy to meet client needs. I spoke to advanced markets at MetLife Investors and confirmed this is a common strategy.
This issue also gets confusing when the IRS cites several other exceptions and you may also have a 401(a) account where the access rules are 55 years.  It is very difficult to keep a handle on this issue because the rules are a moving target.  The safe bet is to have the actual firm holding your IRA investments run 72(t) withdrawal calculations just prior to initiating the payout.  And to finally confuse the issue even more congress may roll back the age from age 59 ½ to 50 for police officers and firefighters.
It is important to coordinate these efforts with your tax advisor.
  
Please email me your questions for the next newsletter to:  Mike@GallowayLLC.com
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