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IRAs and 401(k) Contributions -
Substantial Portion of US
Household Wealth and Statistics
Regarding Traditional IRA and
Roth IRA Contributions

Set forth below is a chart showing the
composition of wealth by asset type in
the United States. 61.7 % of household
wealth is attributable to retirement
accounts and home equity. Retirement
accounts (32.8%) represent the asset
type with the largest percentage with
home equity being second with 28.9%

IRA and 401(k) contributions along
with earnings comprise the value of
retirement accounts.

As long as a person is still working that
person is eligible to make a traditional
IRA contribution. A Person is ineligible to
make a Roth IRA contribution when their
AGI is too high. The 2020 census deter-
mined there were approximately 331
million people at mid year 2020. There
were 208 million tax returns filed for
2018. 161.2 million people or 77% were
eligible to make an IRA contribution,
either a traditional or a Roth IRA contri-
bution.

A person who is a participant of a 401
(k) plan or other employer sponsored
plan is eligible to make either a tradition-
al IRA contribution or a Roth IRA contri-
bution. That is, a person can make both a
traditional IRA contribution (or a Roth
IRA contribution) and a 401(k) contribu-
tion. The person may make the tradition-
al IRA Contribution but some portion
may be non-deductible. The person
might be ineligible to make a Roth IRA
contribution if their income exceeds the
applicable limits.

There are more annual Roth IRA contri-
butions being made than traditional IRA
contributions. The amount of Roth IRA
contributions now exceed those made to
traditional IRAs. The charts on the follow-
ing pages show important IRA contribu-
tion statistics.

Financial institutions want to service
all IRA contribution types, but there
should be special work to gain SEP-IRA
and rollover contributions.

CWF's Suggestion. The law change
made in 1986 needs to be repealed. That
law change meant that many taxpayers
became ineligible to claim a tax deduc-
tion for their contribution to their tradi-
tional IRA. 63% of taxpayers are still not
covered by a retirement plan. As a partial
solution to this problem, the tax incen-
tives to make IRA contributions should
be increased. An IRA allows a person to
fund their own one person pension plan.
For example, taxpayers with incomes less
than $40,000 should be able to deduct
125% of their contribution rather than
100% and could be allowed to con-
tribute more than the standard contribu-
tion amount.
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IRS IRA Statistics
2018 Annual IRA Contributions

1. 161,266,300 taxpayers were eligible to make an IRA contribution.
2. There was a total of 208,537,968 taxpayers.
3. 13.97 million taxpayers made one of the four types of IRA contributions.
4. 77.33% of taxpayers were eligible, but only 13.97/161 elected to make a contribution.
This was 8.0%

5. For those with less than $30,000 of income, les$ than 6% will make an IRA contribution.
6. For those with incomes of $50,000 to $75,000 14.38% make an IRA contribution.
7. For those with incomes of $100,000 to $200,000 18.46% make an IRA contribution.
8. Note that only 1% or less of individuals with incomes above $500,000 or more make an IRA con-
tribution.

Effective % % Eligible
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1. 161,266,300 taxpayers were eligible to make an IRA contribution. That is, they had compensa-
tion.

2. There are 208,537,968 taxpayers.
3. Of the 208,537,968 taxpayers, there were 77,177,146 who are covered by a retirement plan so
their traditional IRA contribution may not be fully deductible.

4. However all of these 77,177,146 are eligible to make an IRA contribute (nondeductible or
deductible) and also benefit by having a contribution made for them under the retirement plan.
More people should take advantage of this right.

5. 68.47% of those eligible had AGI of $50,000 or more.
6. Only 37.01% of taxpayers were active participants so 62.99% were not active participants.
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1. More than 7.1 million taxpayers made Roth IRA contributions. Total amount contributed was
$24.26 billion. The average contribution was $3,408.

2. Contributions were made in all 13 age groups. In 10 of the groups the average contribution was
in the range of $1.19 billion to 3.04 billion The largest average contribution was for the group age
60 but under age 65.

3. In 8 of the categories more than 692,000 taxpayers made contributions
4. Contributions of $241 million were made by persons under age 20.
5. Contributions of $847 million were made by persons age 70 or over.
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A financial institution will benefit by being ready and able to service your customers wanting to
make a rollover or direct rollover contribution. The size of rollovers may well exceed $100,000. The
average rollover amount for 2018 was $109,116.

The following chart sets forth rollover information based on the AGI reflected in the tax return.
1. 534 billion was rolled over in 2018.
2. There were 4,892,379 tax returns reporting a rollover.
3. On a per tax return basis, 27% of rollovers applied to tax returns with less than $50,000 of AGI.
This means 73% of rollovers were reflected on tax returns showing income of more than
$50,000.

4. 89.4% of the 534 billion was attributable to those with AGI of $50.000 or more or $477 billion.
5. The average rollover was $109,116.
6. The average rollover was $429,617 for AGls of $1,000,000 or more.
7. The average rollover was $286,345 for AGls of $500,000 -$1,000,000
8. The average rollover was $204,722 for AGls of $200,000- $500,000

How Many Tax Returns Reflected



July 2021
Page 6

Preliminary Tax Data – IRA/Pension Statistics for 2019
Tax statistics may be boring, but they are important form many reasons. IRAs and 401(k) plans are tax preferred

plans. Individuals receive tax benefits when they make contributions to such plans. The U.S. government is inter-
ested because the general tax rule is, when a person takes a distribution he or she must include that distribution
in their income and pay the marginal tax rate applying to him or her.

$1.1 trillion was withdrawn from IRAs and 401(k) plans and other pension plans in 2019. One can assume taxes
of 20% - 37% were paid on these distributions.

The statistics below make clear an IRA and Keogh custodian wants to understand who its high income clients
are. $26.15 billion was contributed to SEP/SIMPLE/Keogh plans by self-employed individuals and 82.6% came
from individuals with incomes of $100,000 or more. The average contribution was $27,110.

IRA contributions for 2019 totaled $12.6 billion with over 67.82% coming from individuals  with modified
adjusted gross incomes in the range of $50,000 - $200,000. The average contribution was $5,133.
  CHART A — SEP/SIMPLE/Profit Sharing Chart CHART B — Traditional IRA Chart

                Contribution     Number of        Average                              Contribution      Number of       Average
    Year         Amount        Contributors   Contribution          Year             Amount         Contributors Contribution
   2003     $16.9 billion     1.19 million      $14,202            2003      $10.16 billion      3.46 million       $2,936
   2004     $18.0 billion     1.17 million      $15,385            2004      $10.20 billion      3.38 million       $3,018
  2005     $19.4 billion     1.20 million      $16,202            2005      $12.21 billion     3.29 million       $3,707
   2006     $20.2 billion     1.18 million      $17,200            2006      $12.77 billion      3.29 million       $3,885
   2007     $20.1 billion     1.14 million      $17,720            2007      $13.19 billion      3.37 million       $3,914
   2008     $18.5 billion       .97 million      $19,072            2008      $11.91 billion      2.78 million       $4,284
   2009     $17.5 billion       .88 million      $19,780            2009      $11.49 billion      2.64 million       $4,358
   2010     $17.2 billion       .87 million      $19,776            2010      $11.71 billion      2.63 million       $4,449
   2011     $17.6 billion       .87 million      $20,256            2011      $11.26 billion      2.62 million       $4,302
   2012     $19.2 billion       .88 million      $21,843            2012      $12.05 billion      2.61 million       $4,608
   2013     $20.2 billion       .90 million      $22,364            2013      $13.30 billion      2.77 million      $4,797
   2014     $20.8 billion       .93 million      $22,438            2014      $13.44 billion      2.75 million      $4,896
   2015     $22.2 billion       .95 million      $23,234            2015      $13.25 billion      2.67 million      $4,960
   2016   $22.15 billion       .93 million      $22,798            2016      $13.62 billion      2.69 million      $5,056
   2017   $22.15 billion       .93 million      $24,025            2017      $13.63 billion      2.67 million      $5,106
   2018   $25.14 billion       .97 million      $25,793            2018      $12.47 billion      2.47 million       $5,000
   2019   $26.15 billion       .96 million      $27,110            2019      $12.58 billion      2.45 million       $5,133

Deductible Traditional IRA Contributions
   The number of tax returns claiming a deduction for a traditional IRA contribution increased slightly.

   The amount contributed to traditional IRAs decreased to 12.58 billion. 

What was the AGI of those who made traditional IRA contributions for 2019?

                                           Under       $15,001 to  $30,000 to     $50,000 to   $100,000 to   $200,000
                                  $15,000        $29,999       $49,999         $99,999        $199,999      Or more          Total
Number of Returns              88,051             279,314           420,991              834,074             675,535            152,043           2,450,008
% of Total Returns               3.59%              11.41%            17.18%              34.04%              27.57%              6.21%                100%
Contribution Amt.               $303,336         $1,011,950      $1,656,543         $4,058,792        $4,060,136       $1,485,003       $12,575,760
(in thousands)

% of Total Contr.                  2.41%               8.05%             13.17%              32.27%              32.29%             11.81%               100%
Avg. Contr. Amt.                  $3,445              $3,623             $3,935                $4,866               $6,010              $9,767               $5,133
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CWF Observations 
1. The average IRA contribution, per return, was $5,133 for 2019. The average was $9,767 for those in the

$200,000 or more bracket.
2. 34.04% of all IRA contributions came from individuals with AGI between $50,000-$99,999.
3. 67.82% of all IRA contributions for 2019 came from individuals with AGI of $50,000 or More. 

SEP/SIMPLE/Keogh Deductible Contributions
1. The number of tax returns claiming a deduction for a self-employed person’s contributions to a profit sharing,

SEP or SIMPLE stayed constant at .96 million.
2. The amount contributed by self-employed individuals to a profit sharing plan, SEP or SIMPLE increased to

26.15 billion from 25.14 billion.

What was the adjusted gross income (AGI) of those who made SEP/SIMPLE/Keogh contributions?

                                           Under       $15,001 to  $30,000 to     $50,000 to   $100,000 to   $200,000
                                  $15,000        $29,999       $49,999         $99,999        $199,999      Or more          Total
Number of Returns              10,824              15,448             35,950               105,495             264,648            532,112             964,477
% of Total Returns               1.12%               1.60%              3.73%               10.94%              27.44%             55.17%               100%
Contribution Amt.               $226,038           $90,092          $379,625          $1,133,051        $4,225,819      $20,092,362      $26,146,987
(in thousands)

% of Total Contr.                   .87%                 .35%               1.45%                4.33%               16.16%             7684%               100%
Avg. Contr. Amt.                 $20,883             $5,832            $10,560              $10,740             $15,968            $37,760             $27,110

CWF Observations on SEP/SIMPLE/Keogh Contributions for 2019
1. The average contribution per return is $27,110 for 2019.
2. 76.84% of contributions ($20.1 billion) come from individuals with AGI of $200,000 or more.
3. 93% of contributions (24.3 billion) come from individuals with AGI of more than $100,000.
4. The average contribution is $37,760 for those with MAGI of $200,000 or more. 

IRA and Pension Distributions for 2019
(Based on AGI)

                                           Under       $15,001 to  $30,000 to     $50,000 to   $100,000 to   $200,000
                                  $15,000        $29,999       $49,999         $99,999        $199,999      Or more          Total
Number of Returns           4,235,400         4,643,059        5,311,015          10,109,283         7,689,962         3,023,734         35,012,453
% of Total Returns              12.10%             13.26%            15.17%              28.87%              21.97%              8.63%                100%
Distribution Amt.              $32,851,959     $63,723,531   $100,828,046     $305,870,077    $384,899,347   $228,185,939  
$1,116,358,899
(in thousands)

% of Total Distrib.                2.94%               5.71%              9.03%               27.40%              34.48%             20.44%               100%
Avg. Distrib. Amt.                 $7,757             $13,724           $18,985              $30,256             $50,052            $75,465             $31,885

CWF Note. The IRS for 2018 on the Form 1040 had one line (line 4) where the taxpayer reported his or her distri-
butions from IRAs and pension plans. Prior to 2018 the IRS had always had separate lines reporting the two types
of distributions. In 2019 the IRS returned to having two separate lines (lines 4a and 4c) on the Form 1040. However,
for purposes of the preliminary data report the IRS reports the combined amounts on one line.
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Observations
1. 35.01 million returns reported a taxable IRA or pension distribution.

2. There were taxable pension distributions of 1.1 trillion.

3. The average distribution was $31,885.

4. As one would expect, the average distribution was larger for those with higher incomes.

5. 82.32% of the taxable distributions ($919 billion) arose from those returns showing AGI of $50,000 or more.

The IRS has recently issued the above discussed preliminary tax data for tax year 2019. These statistics are pre-
liminary statistics in the sense they were devised by an IRS economist using a sample of tax returns to make esti-
mates. The number of filed returns increased from 153.8 million to 159.8 million. Taxable income increased to
$8.95 trillion from $9.35 trillion. An increase of 4.5%.

We at CWF strongly believe individuals with higher incomes should be making more non-deductible contribu-
tions so one day they may convert them into their Roth IRA. More people are going to want to maximize their Roth
IRA contributions.

Preliminary HSA Tax Data for 2019
The IRS has estimated that there were 2,041,815 tax returns filed showing contributions to HSAs and who

claimed tax deductions totalling 4.1 billion dollars for 2019. This means the average contribution per tax return
was $2823.

Since this data comes from the 1040 tax returns it does not indicate any data for contributions made by corpo-
rate employers or deductions by corporations for the HSA contributions made by an employee under a cafeteria
plan.

For 2019, the maximum HSA contribution was $3,500 for self-only coverage and $7,000 for family coverage.

Individuals age 55 or older were eligible to make an additional catch-up contribution of $,1000.

HSA Contributions for 2019 (Based on AGI)
What was the AGI of those who made HSA contributions?

                                       Under         $15,001 to    $30,000 to       $50,000 to     $100,000 to     $200,000
                                      $15,000          $29,999        $49,999           $99,999          $199,999        Or more             Total
Number of Returns                   39,826                114,858             297,929                570,729                558,250              460,223              2,041,815
% of Total Returns                    1.95%                 5.62%               14.60%                 27.95%                 27.34%               22.54%                 100%
Deduction Amt.                        $88,098              $211,367           $495,730             $1,256,246           $1,624,546         $2,088,011          $5,763,998
(in thousands)
% of Total Deduct.                    1.53%                 3.67%                 8.6%                   21.79%                 28.18%               36.23%                 100%
Avg. Deduct. Amt.                    $2,212                 $1,840               $1,664                  $2,201                  $2,910                $4,537                 $2,823

Observations

CWF Observations

1. The average return showed a contribution of $2,823.

2. For 2018 the number of returns was 1,967,578. For 2018 the total contributions were $5,608,697.

3. 86.20% of the contributions came from individuals with $50,000 or more of AGI.

4. The largest average contribution was from the $200,000 and over group and it was $4,537 per return. The
next largest average contribution was $2,628 and it came from the $100,000 to $199,99 group.

5. The total amount contributed and the average contribution did increase for each income range going from
lower to higher. Those earning $100,000 and above contributed 49.88% of the contributions.
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2022 IRA Limits and Possible Changes for Inflation
In order to alleviate the negative

impact of inflation on a person's ability
to make IRA and 401(k) contributions
various tax limits are adjusted by a cost
of living formula. It appears the inflation
rate for the period ending September 30,
2021 will be in the range of 5.2% -
6.0%. The IRS will announce the infla-
tion rate in mid October of 2021.

The income limits applying to making
a deductible traditional IRA contribution
and a Roth IRA will be increasing. Our
estimate of the new limits are set forth
below. The IRS will either confirm these
new limits or announce the new limits.

At this time is does not appear that the
IRA Contribution Limits of $6,000 (under
age 50) and $7000 (age 50 or over) will
be changing. However, if there has been
sufficient inflation these limits may
change to $6500 (under age 50) and
$7500 (age 50 or over)

The limits for SEP-IRAs, SIMPLE-IRAs
and 401(k) are estimated to increase. The

maximum SEP-IRS limit will be $61,000
up from $58,000. The deferral limits for
SIMPLE-IRAs are estimated to be $14,000
(under age 50) and $17,000 (age 50 or
older) up from $13,500 and $16,500. The
deferral limits for 401(k) plans are esti-
mated to be $20,500 (under age 50) AND
$27,000 (age 50 or older) up from
$19,500 and $26,000.

Contribution limits for a person who is
not age 50 or older.

Tax Year Amount
2008-12 $5,000
2013-18 $5,500
2019-22 $6,000

Contribution Limits for a person who is
age 50 or older.

Tax Year Amount
2008-12 $6,000
2013-18 $6,500
2019-22 $7,000

                                                                                                                  2020                     2021                   2022

Taxable Wage Base — OASDI Only                                               $137,700              $142,800            $150,511

SEP and Qualified Plan
Maximum Compensation Cap – 401(a)(17) & 404(e)                       $285,000              $290,000            $305,000

Elective (Salary) Deferral Limit – 401(k) & SAR-SEP                     $19,500                $19,500              $20,500

Elective Deferral Catch-up Limit for 401(k)                                       $6,500                  $6,500                $6,500

SIMPLE Deferral Limit – 408(p)(2)(A)                                               $13,500                $13,500              $14,000

SIMPLE Catch-up Limit                                                                       $3,000                  $3,000                $3,000

Highly-Compensated Employees (Compensation as Indexed)  $130,000              $130,000            $135,000

Defined Benefit Limit – Section 415(b)(1)(A)                                 $230,000              $230,000            $230,000

Defined Contribution Limit – Section 415(c)(1)(A)                         $57,000                $58,000              $61,000

SEP Minimum Compensation Threshold – 408(k)(2)(c)                      $600                     $650                   $650

Key Employee Top Heavy — 41(i)(ii)(a)(i)                                     $185,000              $185,000            $185,000

IRS to Issue 2022 IRA/Pension Limits
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IRA Contribution Deductibility Chart 
for 2022

(for participants and/or spouses in 
employer-sponsored retirement plans.)

Amount of Modified AGI - (Combined modified AGI if married)
    Single or Head of Household
    Below $68,000 or less    Entitled to full deduction 
    $68,001-$77,999.99        Entitled to prorated deduction 
    amount - use special formula**
    $78,000 or more             No deduction permissible
**Explanation of special formula. Multiply the permissible contribu-
tion by the following ratio: amount of adjusted gross income in excess
of $68,000/$10,000. This will give you a ratio that determines the
amount you cannot deduct.*

    Married - joint return, both are covered or qualifying widower
    Below $109,000 or less  Entitled to full deduction 
    $109,001 - $128,999.99  Entitled to prorated deduction 
                                              amount - use special formula**
    $129,000 or more           No deduction permissible
**Explanation of special formula. Multiply the permissible contribu-
tion by the following ratio: amount of adjusted gross income in excess
of $109,000/$20,000. This will give you a ratio that determines the
amount you cannot deduct.*

    Married - 
    joint return, but only you are covered or qualifying widower
    Below $109,000 or less  Fully Deductible
    $109,001-$128,999.99    Entitled to prorated deduction 
                                              amount - use special formula**
    $129,000 or more           No deduction permissible
**Explanation of special formula. Multiply the permissible contribu-
tion by the following ratio: amount of adjusted gross income in excess
of $109,000/$20,000. This will give you a ratio that determines the
amount you cannot deduct.*

    Married - joint return, but only your spouse is covered
    Below $204,000 or less  Fully Deductible
    $204,001-$213,999.99    Entitled to prorated deduction 
                                              amount - use special formula**
    $214,000 or more           No deduction permissible
**Explanation of special formula. Multiply the permissible contribu-
tion by the following ratio: amount of adjusted gross income in excess
of $204,000/$10,000. This will give you a ratio that determines the
amount you cannot deduct.*

    Married Filing Separately
    Below $10,000                 Entitled to prorated deduction
                                              amount - use special formula** 
    $10,000 or more             No deduction permissible
**Explanation of special formula. Multiply the permissible contribution by the
following ratio: amount of adjusted gross income in excess of $0/$10,000. This
will give you a ratio that determines the amount you cannot deduct.*A special
rule provides that a married individual is not considered Married for IRA pur-
poses for any year in which the individual and the individual’s spouse file sepa-
rate returns and did not live together at any time during the tax year.
     *Any amount determined under this formula which is not a multiple of $10 shall be
rounded to the next lowest $10. 
     However, an IRA accountholder will be able to deduct a minimum of $200 as long as
his or her AGI is not above the phase-out range (base amount plus $10,000).

IRA Contribution Deductibility Chart 
for 2021

(for participants and/or spouses in 
employer-sponsored retirement plans.)

Amount of Modified AGI - (Combined modified AGI if married)
    Single or Head of Household
    Below $66,000 or less    Entitled to full deduction 
    $66,001-$75,999.99        Entitled to prorated deduction 
    amount - use special formula**
    $76,000 or more             No deduction permissible
**Explanation of special formula. Multiply the permissible contribu-
tion by the following ratio: amount of adjusted gross income in excess
of $66,000/$10,000. This will give you a ratio that determines the
amount you cannot deduct.*

    Married - joint return, both are covered or qualifying widower
    Below $105,000 or less  Entitled to full deduction 
    $105,001 - $124,999.99  Entitled to prorated deduction 
                                              amount - use special formula**
    $125,000 or more           No deduction permissible
**Explanation of special formula. Multiply the permissible contribu-
tion by the following ratio: amount of adjusted gross income in excess
of $105,000/$20,000. This will give you a ratio that determines the
amount you cannot deduct.*

    Married - 
    joint return, but only you are covered or qualifying widower
    Below $105,000 or less  Fully Deductible
    $105,001-$124,999.99    Entitled to prorated deduction 
                                              amount - use special formula**
    $125,000 or more           No deduction permissible
**Explanation of special formula. Multiply the permissible contribu-
tion by the following ratio: amount of adjusted gross income in excess
of $105,000/$20,000. This will give you a ratio that determines the
amount you cannot deduct.*

    Married - joint return, but only your spouse is covered
    Below $198,000 or less  Fully Deductible
    $198,001-$207,999.99    Entitled to prorated deduction 
                                              amount - use special formula**
    $208,000 or more           No deduction permissible
**Explanation of special formula. Multiply the permissible contribu-
tion by the following ratio: amount of adjusted gross income in excess
of $198,000/$10,000. This will give you a ratio that determines the
amount you cannot deduct.*

    Married Filing Separately
    Below $10,000                 Entitled to prorated deduction
                                              amount - use special formula** 
    $10,000 or more             No deduction permissible
**Explanation of special formula. Multiply the permissible contribution by the
following ratio: amount of adjusted gross income in excess of $0/$10,000. This
will give you a ratio that determines the amount you cannot deduct.*A special
rule provides that a married individual is not considered Married for IRA pur-
poses for any year in which the individual and the individual’s spouse file sepa-
rate returns and did not live together at any time during the tax year.
     *Any amount determined under this formula which is not a multiple of $10 shall be
rounded to the next lowest $10. 
     However, an IRA accountholder will be able to deduct a minimum of $200 as long as
his or her AGI is not above the phase-out range (base amount plus $10,000).
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Roth IRA Contribution Chart for 2021
Amount of AGI and Filing Status

Single, Head of Household or Qualifying Widow(er)
Below $125,000 Entitled to full contribution amount
$125,000-$139,999.99  Entitled to prorated contribution amount - use special 

formula*
$140,000 or more No contribution permissible
*Explanation of special formula. Multiply the permissible contribution by the fol-
lowing ratio: amount of adjusted gross income in excess of $125,000/$15,000.
This will give you a ratio that determines the amount you cannot contribute.
Round to the lowest $10.00.
Married Filing Jointly
Below $198,000 Entitled to full contribution amount.
$198,000-207,999.99   Entitled to prorated contribution amount - use special 

formula*
$208,000 or more No contribution permissible.
*Explanation of special formula. Multiply the permissible contribution by the fol-
lowing ratio: amount of adjusted gross income in excess of $198,000/$10,000.
This will give you a ratio that determines the amount you cannot contribute.
Round to the lowest $10.00.
Married Filing Separate Returns
$0-$9,999.99 Entitled to prorated contribution amount - use special 
     formula*
$10,000 or more No contribution permissible
*Explanation of special formula. Multiply the permissible contribution by the fol-
lowing ratio: amount of adjusted gross income in excess of $0/$10,000. This will
give you a ratio that determines the amount you cannot contribute. Round to the
lowest $10.00. If your filing status is Married Filing Separately, you are eligible to
make a Roth IRA contribution as if your filing status was Single, as long as you
did not live with your spouse at any time during the year.

SEP and SIMPLE Limits
                                          2019        2020        2021         2022

Maximum SEP Contribution           $56,000       $57,000       58,000         61,000
Maximum SIMPLE Deferral           $13,000       $13,500       13,500         14,000
(Under age 50)
Maximum SIMPLE Deferral           $16,000       $16,500       16,500         17,000
(Age 50 & older)

Saver’s Credit Limits for 2021
The applicable percentage for 2021 is based on modified adjusted
gross income (AGI) and your tax-filing status, and is determined by
the following table:

Joint Return

             AGI Over          AGI Not Over         Percentage
                   $0                    $39,500                   50%
               $39,500                $43,000                   20%
               $43,000                $66,000                   10%
               $66,000                   N/A                       0%

Head of Household

             AGI Over          AGI Not Over         Percentage
                   $0                    $29,625                   50%
               $29,625                $32,250                   20%
               $32,250                $49,500                   10%
               $49,500                   N/A                       0%

Other Filers Single, Qualifying Widower & Married, Filing Separately

             AGI Over          AGI Not Over         Percentage
                   $0                    $19,750                   50%
               $19,750                $21,500                   20%
               $21,500                $33,000                   10%
               $33,000                   N/A                       0%

Saver’s Credit Limits for 2022
The applicable percentage for 2022 is based on modified adjusted
gross income (AGI) and your tax-filing status, and is determined by
the following table:

Joint Return

             AGI Over          AGI Not Over         Percentage
                   $0                    $41,000                   50%
               $41,000                $44,000                   20%
               $44,000                $68,000                   10%
               $68,000                   N/A                       0%

Head of Household

             AGI Over          AGI Not Over         Percentage
                   $0                    $30,750                   50%
               $30,750                $33,475                   20%
               $33,475                $51,380                   10%
               $51,380                   N/A                       0%

Other Filers Single, Qualifying Widower & Married, Filing Separately

             AGI Over          AGI Not Over         Percentage
                   $0                    $20,500                   50%
               $20,500                $22,000                   20%
               $22,000                $34,000                   10%
               $34,000                   N/A                       0%

Roth IRA Contribution Chart for 2022
Amount of AGI and Filing Status

Single, Head of Household or Qualifying Widow(er)
Below $129,000 Entitled to full contribution amount
$129,000-$143,999.99  Entitled to prorated contribution amount - use special 

formula*
$144,000 or more No contribution permissible
*Explanation of special formula. Multiply the permissible contribution by the fol-
lowing ratio: amount of adjusted gross income in excess of $125,000/$15,000.
This will give you a ratio that determines the amount you cannot contribute.
Round to the lowest $10.00.
Married Filing Jointly
Below $204,000 Entitled to full contribution amount.
$204,000-213,999.99   Entitled to prorated contribution amount - use special 

formula*
$214,000 or more No contribution permissible.
*Explanation of special formula. Multiply the permissible contribution by the fol-
lowing ratio: amount of adjusted gross income in excess of $198,000/$10,000.
This will give you a ratio that determines the amount you cannot contribute.
Round to the lowest $10.00.
Married Filing Separate Returns
$0-$9,999.99 Entitled to prorated contribution amount - use special 
     formula*
$10,000 or more No contribution permissible
*Explanation of special formula. Multiply the permissible contribution by the fol-
lowing ratio: amount of adjusted gross income in excess of $0/$10,000. This will
give you a ratio that determines the amount you cannot contribute. Round to the
lowest $10.00. If your filing status is Married Filing Separately, you are eligible to
make a Roth IRA contribution as if your filing status was Single, as long as you
did not live with your spouse at any time during the year.
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What are the dates of birth of cousin #1 and cousin
#2?

If cousin #1 died before 2020 and cousin #2 was
using the life distribution rule and died in 2021, then
the next beneficiary (the wife) must use the 10-year rule.
She must close the inherited IRA by 12/31/31. The RMD
as calculated for cousin #2 must be paid to his benefi-
ciary by 12/31/21 to the extend it had not been with-
drawn prior to his death.

If cousin #1 died after 2019, is cousin #2 an EDB or a
non-EDB? Call me so we can discuss. In general, the 10-
year rule will apply to the wife of cousin #2.

Q-2A. Here is a third scenario -
Mom was born 7/1/1925 and died 7/1/2016.
Son inherits the IRA. Son was born 7/1/1967. What

table do I use for the inherited RM D’s? What factor?
Does it need to be closed in xx years?

A-2A. The son’s beneficiary RMD for 2021 should
have been determined as follows - 12/31/2020 balance
divided by the 2021 divisor. As discussed below it is
30.2. It will be 29.2 for 2022.

The divisor for 2021 is determined as follows: deter-
mine the initial divisor for 2017 which is the year fol-
lowing the year the IRA owner died. The beneficiary was
age 50 in 2017. The divisor for 2017 comes from the
original single life table for a person age 50 and is 34.2
(see attached). The divisor for 2021 is 30.2 (34.2-4.0).
Subtract 1.0 for each year since 2017.

The IRS requires the use of a new/revised single life
table for the 2022 RMD calculation. See the attached
explanation. The divisor for 2022 will be 32.2 (36.2-
4.0).

The IRS issued new life expectancy tables in Novem-
ber of 2019 just before COVID19) and also in Novem-
ber of 2020. The IRS has not given any indication that
the use of the newest tables for IRAs are not to be used
on account of life expectancy decreasing on account of
COVID 19. Some governmental unit other than· the IRS
made the determination that life expectancy in the US
has decreased on account of COVID 19. Time will tell if
the IRS will again issue revised tables.

Email Guidance – Inherited IRA
Q-1. I am distributing a deceased owners traditional

IRA to her 5 children. I have received paperwork back
from all but 1. How would I go about handling this if I
do not receive paperwork back in a timely manner?

A-1. The law does not require an IRA beneficiary to
close an inherited IRA immediately. Certain deadlines
apply to withdrawing required minimum distributions
and closing the inherited IRA. Many beneficiaries are
now subject to a 10-year rule.

Are you setting up 5 inherited IRAs?
Did you send a letter to each beneficiary? What did it

say? Did you discuss what paperwork you need com-
pleted and what happens if that deadline is missed?

If your bank does not service inherited IRAs, a benefi-
ciary should have the right to transfer their inherited IRA
to another IRA custodian. A distribution made to a ben-
eficiary is ineligible to be rolled over.

Q-2. I have a 2 scenarios for you.
1. Wife died. Husband is the primary beneficiary. He

is going to take her IRA as his own. Which table do I use
to calculate his RMD? Minimum or Single.

2. Cousin 1 died. Cousin 2 is the primary beneficiary.
Cousin 2 dies in 2021. Cousin 2’s wife is the primary
beneficiary. Which table do I use to calculate her RMD?
Single? Distribute within 5 years or 10 years?

A-2. Situation #1. Spouse Beneficiary situation.
What’s her date of birth?
When did she die? In 2020 or 2021?
I’m assuming she died in 2021. An RMD should have

been calculated for her? .By 12/31/21 he must withdraw
the amount calculated for her to the extent she had not
taken it. There is no RMD calculation for him if she died
in 2021.

What is his date of birth? Once he elects as own, he
becomes subject to the RMD rules for a living account
holder.

Situation #2. Non-Spouse Beneficiary situation. When
did cousin #1 die? Before 2020 or after 2019? If after,
did cousin #1 die in 2020 or 2021?
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IRA to his own. Now I have Catherine’s IRA sitting here
with no living beneficiary. My question is, will I move
that IRA to Catherine’s estate account or can I transfer it
to her husband’s estate account? I’m not sure what to do.
Please help? 

He was her designated IRA beneficiary. He did not
elect to treat her IRA as his own IRA. He died one week
later without having designated a beneficiary of this
inherited account. Under CWF’s form, his estate is
defined to be his beneficiary.

You should establish an inherited IRA for the estate.
The inherited IRA would be titled, the John Doe estate as
beneficiary of John Doe’s IRA. IRS guidance is to no
longer reference the original IRA owner.

How old were these two?
As a spouse beneficiary he was/is an EDB. He could

have used either the life distribution rule or the 10 year.
He did not make any election prior to his death.
Because his estate is his beneficiary I believe the 5-year
rule now applies. The inherited IRA must be closed by
12/31/26.

The personal representative of the estate should inform
you how and when distributions will be withdrawn. The
instruction might be to take a partial distribution in 2021
and the remainder in 2022 or to take a lump sum distri-
bution in 2021. Other approaches are also possible as
long as the inherited IRA is closed by 12/31/26.

Any RMD for 2021 for her to the extent not distributed
prior to her death should be withdrawn by estate by
12/31/2021.

Q-4A. Both Catherine and James were 84 years old.
Catherine had not taken her RMD for 2021. To make
sure I understand clearly, I will transfer Catherine’s IRA
to James Doe Estate. It will be titled James Doe Estate as
beneficiary of Catherine Doe. The 5-year rule will apply
but the representative of the estate will have to take the
RMD for 2021 by 12/31/2021.

Q-4A. See the IRS guidance from the instructions for
Form 5498 as underlined/highlighted for titling an inher-
ited account after the first beneficiary (James) dies.

I agree with you that it seems that the original IRA
owner (Catherine) should be referenced in the title.

Q-3. I was wondering on a Bene Roth IRA, if I need to
make it as Death as I do for a Trad IRA?? I don’t see the
death option under the ROTH, so was wondering if I
need to mark it as Q for Qualified?? Also does a bene
IRA owner have to obtain the IRA for 5 years??

One more question .....
We have been having a couple beneficiary of a bene-

ficiary IRA, on those we have to take the IRA back to the
original bene, correct? Example Original IRA DOD
3/2008, the existing IRA DOD 6/2021. Our system does
not give us the 10-year rule for this example, so what is
the rule on how long they have to close this out?

A-3. Code Q (qualified) is used to report a distribution
to a Roth IRA beneficiary if the 5-year rule has been met
by the beneficiary. One gets to add together the time the
Roth Owner had the Roth IRA and the time the benefi-
ciary has the inherited IRA. So. if the IRA owner had met
the 5-year rule, so too has the owner. If the owner had
not met the 5-year rule, the beneficiary will meet the 5-
year rule once his/her time plus the owner’s is 5 years.
The fact that a beneficiary takes a distribution before the
5 year period does not mean the distribution is taxable
because non-taxable contributions are withdrawn first
before any earnings are distributed. The beneficiary
explains this on their tax return.

Code 4 is not used with respect to a Roth IRA distribu-
tion.

As for your second question, I understand the original
IRA owner died in 2008 and first beneficiary recently
died in June of 2021. You are correct the 10-year rule
applies to the beneficiary of the first beneficiary. The
inherited IRA must be closed by 12/31/2031. Under the
10-year rule the only requirement is to close the
account by 12/31/31. Periodic distributions are not
required.

The RMD as calculated for the first beneficiary must
be withdrawn by the second beneficiary by 12/31/21
The 10-year rule governs 2022-2031.

Q-4. I have a question concerning an IRA. We have a
customer, I’ll call her Catherine, she had a Traditional
IRA with our bank. Her husband James, was her benefi-
ciary. She died May 1 2021 He died a week later (May
8, 2021). He never came in and transferred Catherine’s

Continued on page 6
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as her own, but use his age for calculating RMDs going
forward or does this have to be set up as an inherited
IRA?

A-6. As you know a surviving spouse over age 59 1/2
will normally elect to treat their deceased spouse’s IRA
as her own. However, there should be a special deter-
mination if the deceased IRA owner was much younger
than the surviving spouse.

The 2021 RMD needs to be withdrawn by the surviv-
ing spouse by 12/31/21 to the extent it had not been
paid to him prior to his death.

1. Her first option is to elect to treat his IRA as her own
IRA. The divisor from the Uniform Lifetime Table for a
person age 92 in 2022 is 10.8.

2. Her second option is to keep it as an inherited IRA.
The RMD rules are not totally clear if she keeps it as
inherited IRA.

Approach # 1. Her divisor is actually based upon the
age of her deceased spouse because he is younger than

she. He was age 83 in 2021. The divisor from the old
table is 8.6 and the divisor from the new table is 9.3.

The 9.3 is “initially” used and so the divisor for 2022
will be 8.3.

Approach #2. The divisor is based on her age in
upcoming years. Since she will be 92 in 2022 the divi-
sor will be 4.9.

The IRS needs to furnish additional guidance whether
the IRS will continue the “old” rule with respect to the
life distribution calculation when the beneficiary is
older than the deceased IRA owner. This special calcu-
lation would not be used if the beneficiary was not a
spouse, but it would be used for a spouse or other EDB.

I would think she would elect to treat his IRA as her
own. This will give the longer distribution period. The
distribution period using the Uniform Table of 10.8 is
larger than using the 9.3 from the Single Life Table. It
was fairly close.

I believe the IRS also must issue guidance on what
schedule applies once the spouse beneficiary dies. If the
spouse elected as own, then the next beneficiary
(assuming a person) is able to use the 10-year rule. This
appears to be the result regardless of how old the IRA

However, that is not the approach adopted by the IRS.
The IRS rarely explains why a certain procedure is
adopted.

I don’t see the bank having substantial adverse conse-
quences if you would use your suggested titling, but I
also don’t see substantial benefits.

Note you are to prepare 3 5498 forms for this situa-
tion: a final one for Catherine, a final one for James as
beneficiary of Catherine and a final one for James’ estate
as beneficiary of James.

Q-5. I have an Inherited IRA owner who as died and
she did not have any beneficiaries listed. Our agreement
says I that the funds would go to the Estate. Does that
have to go into an Inherited IRA in the name of the
Estate or , is there another way to distribute it?

A-5. The most conservative approach is that an IRA
custodian establishes an inherited IRA for the estate. The
estate was the designated beneficiary. For example, the
Jane Doe Estate as beneficiary of Jane Doe’s IRA. The
personal representative of the estate would complete
and IRA distribution form, The bank would issue the
Form 1099-R to the estate using the estate TIN number.

Many states have laws for small estates. Family mem-
bers of the decedent are not required for state law pur-
pose to have an estate. Distributions may be made
directly to certain family members.

We at CWF believe that if a family member furnishes
an IRA custodian/trustee with an attorney’s letter stating
that under state law and federal law the estate has the
right to pass through to certain family members the right
to withdraw the IRA funds, then the bank may establish
separate inherited IRAs for such family members. The
withdrawal period would be the 5-year rule because the
estate was the designated beneficiary. The 10-year rule
applies only if the beneficiary is a living person.

If there was a 2021 RMD for the deceased IRA owner
and it was not fully distributed prior to the person’s
death, each beneficiary should withdraw their share by
12/31/2021.

Q-6. 1 have an IRA customer that passed away in July.
He was 83 years old. His primary beneficiary is his
spouse who is 91 years old. Is she able to treat his IRA

Continued on page 7

Inherited IRAs,
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owner is. That is, a beneficiary of an IRA owner who is
age 99 is still able to use the 10-year rule even if the
single life expectancy is only 3.0 years.

That is not the case if the spouse did not elect as own.
The beneficiary would be required to complete the
schedule as started by the spouse, but that schedule
could not exceed 10 years. I will be reviewing this dis-
cussion, but that is my current understanding.

Q-7. We have a customer that passed away on
7/23/2021. He was receiving an automatic distribution
from his IRA on the 1st of each month. We were not
informed of his death until after 8/1/2021 and so he
received his monthly distribution. His spouse is his sole
primary beneficiary and she is electing to treat this IRA
as her own. She would like to continue with these auto-
matic monthly distributions. My question for you is,
can we code the 8/1/2021 distribution in his name
using code 7 as we did or should it be coded in the
spouse’s name with a code 7 even though no paper-
work had been signed yet? Or should it be coded in her
name as beneficiary using code 4? The deceased cus-
tomer and spouse beneficiary are over age 72.

A-7. Since he had died the tax rules do not recognize
that a distribution was made to him.

She is considered to have received the 8/1/2021 dis-
tribution. Code 7 or code 4 will be used to report the
distribution to her. I suggest using code 7 as it is easier.
She will be furnished only one Form 1099-R rather than
two. Her Form 1099-R will be prepared with a reason
code 7 for this distribution and the others occurring in
2021.

I can see using code 4 for that one distribution
because technically she may not have treated the inher-
ited IRA as her own at that time. I don’t see the IRS as
being harmed and she is not harmed. Both the code 7
and the code 4 mean the person does not owe the 10%
tax. 

Email Guidance – Certain Direct
Rollovers Required by Law

Q-1. On the ABC 401(k) Plan is there any option to
force a terminated employee to take his funds out of the
plan? We’ve been trying to contact Julie L. and we just
don’t get any response. She has a vested balance of
around $800.

A-1. The employer as the plan administrator should
put her on notice that it is required by law to close out
a participant’s balance if that balance is less than
$5,000.

I have sent two pages from the Basic Plan Document
discussing the law applying when a person’s balance is
less than $5,000. When the balance is less than $5,000
a participant does not have the right or ability to leave
the funds within the plan. The amount is to be distrib-
uted. If the balance is between $1,000 and $5,000 the
employer must directly rollover the person’s balance in
an IRA. This IRA is often called an automatic IRA. Nei-
ther the former employee nor the employer have the
discretion to not follow the law. The $800 is to be dis-
tributed to her.

The best approach is, pay her directly. Cut her the
check and mail it with a letter of explanation. Has any-
one tried more than once to call or talk with her?

If she will not cash the check, the law becomes less
clear. The law assumes she will cash the check.

There is a possible alternative approach. The employ-
er will establish an IRA on her behalf and her funds will
be directly rolled over into this IRA. Establishing such
an IRA is not mandatory because her balance of $800
is less than a $1,000. Presumably, the employer may
still take this action.

The second alternative approach is, the employer has
notified the person that the funds will be escheated to
the state under existing law (3 years with no activity?) if
she fails to cash the check. She is treated as she was dis-
tributed the funds and she will need to include the $800
in her income for the year the funds are escheated.

Inherited IRAs,
Continued from page 6
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Most Part C plans will include Part D coverage. So
there will not be a separate premium for Part D. Howev-
er, I was late in initially signing up for Part D because
HHS does a poor job of explaining a certain situation.
To no avail I have suggested to HHS it should improve
its discussion. Consequently, I am required to pay a spe-
cial late penalty premium of $1.50 per month forever. I
understand I could pay this Part D premium from my
HSA.

There are four parts of Medicare: Part A, Part B, Part C
and Part D

• Part A provides inpatient/hospital coverage.
• Part B provides outpatient/medical coverage.
• Part C offers an alternate way to receive your

Medicare benefits (see below for more information).
• Part D provides prescription drug coverage.

Publication 502
Medicare A

If you are covered under social security (or if you are
a government employee who paid Medicare tax). you
are enrolled in Medicare A. The payroll tax paid tor
Medicare A isn’t a medical expense.

If you aren’t covered under social security (or weren’t
a government employee who paid Medicare tax), you
can voluntarily enroll in Medicare A. In this situation,
you can include the premiums you paid for Medicare A
as a medical expense.

Medicare B
Medicare B is a supplemental medical insurance. Pre-

miums you pay for Medicare B are a medical expense.
Check the information you received from the Social
Security Administration to find out your premium.

Medicare D
Medicare D is a voluntary prescription drug insurance

program for persons with Medicare A or B. You can
include as medical expense premiums you pay for
Medicare D.

Paying HDHP Premiums
With HSA Funds or Reimbursing Oneself From an
HSA for Paying Medicare Premiums

An HSA owner who is age 65 or over is able to reim-
burse himself or herself to the extent they have paid (or
are considered to have paid) the premiums for Medicare
Part A, Part B or Part D.

I believe the payment of premiums related to Part C
would also qualify for tax free income treatment. How-
ever, neither the IRS nor HHS has given much guidance
on the Part C topic. I believe the premiums for Part C
can vary as HHS will negotiate with the Medicare C
provider and the Medicare C provider then sets the pre-
mium. This premium is sometimes $0.00.

Here is my understanding. The current law is, a per-
son’s paying a premium for a health plan is not a quali-
fied medical expense. Code section 223(d)(2)(B). 

Code section 223(d)(2)(C) provides a number of
exceptions. One exception is found in subsection(iv)
and this exception is quite broad - the payment of any
health insurance other than a medicare supplemental
policy qualifies as a medical expense entitled to tax free
income treatment. See attached. Any insurance is any
insurance.

I admit that I should know more about Medicare. I
have Medicare Part C coverage pursuant to a Blue
Cross/Blue Shield policy. HHS reduces my Social Secu-
rity benefit check by $145 every month for my Part B
coverage. I have no premium for the Part A coverage. I
do have some premium for the Part D coverage. HHS
sends all or some portion of this $145 to BCBS. In some
previous years I had to pay an additional premium for
my Part C/D coverage. This year there is no additional
amount. From televisions ads, I get the idea that in some
situations a portion of the $145 might be refunded to
me.

I don’t have an HSA, but if I did, I understand I would
be entitled to reimburse myself for the $145 plus the
additional amount for the part C coverage. One year it
was $50 per month.

Continued on page 9



Insurance Premiums You Can’t Include
You can’t include premiums you pay for:

• Life insurance policies;
• Policies providing payment for loss of earnings;
• Policies for loss of life, limb, sight, etc.;
• Policies that pay you a guaranteed amount each

week for a stated number of weeks if you are hospi-
talized for sickness or Injury;

, • The part of your car insurance that provides med-
ical insurance coverage for all persons injured in
or by your car because the part of the premium
providing insurance for you, your spouse, and
your dependents isn’t stated separately from the
part of the premium providing insurance for med-
ical care for others; or

• Health or long-term care insurance if you elected to
pay these premiums with tax-free distributions from
a retirement plan made directly to the insurance
provider and these distributions would otherwise
have been included in income.

Taxes imposed by any governmental unit, such as
Medicare taxes, aren’t insurance premiums.

Email Guidance – HSA Eligibility
Q-1. At what age is a dependent no longer eligible to

be covered on parents insurance or HSA?
I am working on a new HSA and one child is 25 the

other is 26. We were thinking 25 was the cut off age.

A-1. It is age 26 for purposes of the HDHP. See
attached.

Regardless of age any person who could be claimed
by another person as a dependent under federal tax
laws is ineligible to establish or make an HSA contribu-
tion.

Email Guidance –
Transfer, Rollover or Direct Rollover
IRS Reporting Duties Differ

Q-1. We have a client that last year and also this year
moved some IRA funds over to us. At the time we coded
them as a transfer. We have since learned that these
should have been coded as a direct rollover. There was
a total of 3 different rollovers. My first question is can
you do more than one direct rollover in a year? My next
question is can we correct the ones from last year.

A-1. The once per year only applies when funds are
withdrawn from an IRA and then the funds are rolled
over into an IRA.

When funds are moved into an IRA the IRA custodian
needs to know - where did the funds come from and if
the funds came from an IRA, were they transferred or
were they distributed and then directly rolled over?

Funds coming from an IRA can either be a transfer or
a rollover. In a transfer IRA custodian #1 makes the
check payable to IRA custodian #2. There should be a
transfer form signed by both IRA custodians. In a
rollover, IRA custodian #1 makes the check payable to
the individual.

Funds coming from a 401(k) plan or other employer
will never be a transfer. These will either be a direct
rollover or rollover. What can be confusing with a direct
rollover is, the 401 (k) plan makes the check payable to
the IRA custodian. This check may look like it is a trans-
fer check but it isn’t since the issuer is not an IRA cus-
todian. It is a direct rollover.

A corrected 2020 Form 5498 should be prepared for
this person and the total amount reported in box 2 as a
rollover. And any transaction occurring in 2021 should
be corrected
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