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IRA Distribution Planning 

 
 

Since retirement accounts are tax-deferred and income taxation is triggered by withdrawals from the 

accounts, it presents an opportunity for you to control the timing of withdrawals, hence the timing of 

taxation. The idea is to defer taxation for as long as possible, and as far out in time as you can. 

 
Suppose you have two accounts – a Regular savings and investment account, and an IRA account(see 

Table below). Say both accounts earn 6% a year. Assume you are in the 33% combined bracket for 

Federal and State taxes, and you need to net $6,000 a year to live on. By taking money from the savings 

and investment account first, you will have more money left in 20 years than if you  withdrew from the 

IRA account first. By deferring taxes on the IRA earnings, the account can grow without the erosion of 

taxes. The regular savings and investment account, however, does not enjoy tax deferral. Whether you 

take money out of the  account or just leave it alone, you will still have to pay tax as you go. So it would 

be more [tax] advantageous to take what you need from the regular savings and investment account first 

before withdrawing from the IRA account. 
 
 
 

Figure 1 - Spend Regular Money First 
 Today In 20 Years 

Spend Regular Money First   

Regular Money $100,000 $40,916 

IRA Money $100,000 $320,713 

   

Spend IRA Money First   

IRA Money $100,000 $27,164 

Regular Money $100,000 $219,112 

 
Assumptions: all money earns a hypothetical 6%, tax rate combined is 33% illustration over 20 years, distributions of $6,000  annually. 

IRA funds, when withdrawn are taxed at ordinary income rates.  This is a hypothetical example, not representative of any    sp ecific 

situation. Your results may vary. 
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