RESULTS OF DELAYING IRA WITHDRAWALS

FROM AGE 65 TO 70
Example 1:  Plain delay from age 65 to age 70:   

       Breakeven at 85

       Wealth in favor of delay – at age 100 – $453,000
Example 2: Delay plus Roth conversions if the social security taken at age 65 doesn’t 

  cause problems

      Breakeven at 85 

      Wealth in favor of delay – at age 100 - $541,000
Discussion:  In the event that a person does live beyond age 85, it would appear that the person will be ahead.  The answers will vary depend on tax situations and certain timing elements, but they will tend to be within a close range, probably, of 85.  

However, if one takes social security now and if it were to push the person over $100,000 of adjusted gross income for the year, then there would be a delay in being able to do one of the Roth conversions.  Each time a conversion is made to a Roth later, something is lost.  If this is carried out very aggressively the difference in favor of delay could be increased substantially. 

Of course, much like life insurance, if the person dies earlier, then it would have been better to take the social security payments earlier.  However, if using the delay strategy allows us to have enough confidence in the long term to gift more in early years because of the potential gain in later years, then I would suggest that the delay would be advantageous even if the person died earlier, because of the large estate tax savings.

____

This discussion is strictly an example of some thinking and considerations that would apply to such a situation.  The answer on which one is right would not be known until one is about 85, in most cases.  However, if one does not know if one has enough funds to be able to handle going beyond 85 in one’s current situation (taking Social Security at a younger age), then it would appear to be imperative to delay if one wants to have a better life after 85 and not be destitute.  More and more people are living past 85, and often with a better (and increasing over time) quality of life than one would have experienced before all the advances in education.
The bottom line is that you would talk to your financial advisor, if he/she is an expert in financial planning (not just in investments plus a scattering of other knowledge about financial planning.  

� Yes, we are aware of the movement to eliminate estate taxes, but the changes may be limited rather than eliminated.   
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