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Fix Your 60-Day Rollover Mistake!  
IRS Releases New Guidance

In one fell swoop, the IRS has just saved thousands of IRAs from the harsh bite of needless and 
accelerated taxation. On Wednesday, August 24, 2016, the IRS released Revenue Procedure 2016-47, 
which allows you to complete a late 60-day rollover of retirement funds using a self-certification.

A 60-day rollover is when an IRA, Roth IRA or plan sends a check payable to you. That check can 
then be cashed and used for anything that you like. Once you receive the check, you have 60 days to 
roll the funds over to another retirement account. This makes the distribution a tax-free event.

Prior to the new guidance, the only way to complete a late 60-day rollover was to obtain a successful 
private letter ruling (PLR) request from the IRS. This had always been a time consuming and expensive 
process, but it became even more expensive in February when the IRS increased PLR fees for late 
rollover requests to $10,000. Yes... $10,000! And that was just the IRS fee. On top of that, you’d often 
need to pay someone to prepare the ruling, which could easily be another $10,000 or more. As a 
result, late 60-day PLR requests were out of reach – or simply not worth the expense – for all but the 
very wealthiest of retirement account owners whose mistakes involved large distributions.

Thanks to the new IRS guidance, that problem no longer exists.

If you make a mistake and don’t complete a rollover in a timely fashion, you may be able to fix the 
problem right away and at no cost! In many cases, you no longer need to file a PLR and pay a fee to 
IRS. You can now self-certify that you qualify for a waiver of the 60-day rollover period. The IRS has 
even provided a form letter for you to use as part of the self-certification process.

There are three conditions that must be met for self-certification:

1. There can be no prior denial by the IRS for a waiver.

2. The reason for the late rollover must be one of 11 reasons listed in the form letter.

3. The funds must be redeposited in an IRA account as soon as practicable “after the reason or 
reasons no longer prevent the taxpayer from making the contribution.” There is a 30-day safe 
harbor window to meet the “as soon as practicable” guideline.

To self-certify a late 60-day rollover, your delay must be attributable to one of the following:

1. Financial institution made an error.

2. You misplaced your rollover check, and it was never cashed.

3. You deposited your distribution into an account you thought was a retirement account and it 
remained there until you completed your rollover.

4. Your principal residence was severely damaged.

5. There was a death in your family.

6. You or one of your family members was seriously ill.
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7. You were incarcerated (in which case a rollover was probably the least of your concerns!).

8. Restrictions were imposed upon you by a foreign country.

9. A postal error occurred (yes, the old “check’s in the mail” excuse).

10. Your distribution was made on account of an IRS levy, and the proceeds of the levy have  
been returned.

11. Despite reasonable efforts to obtain information, the distributing company did not provide 
information required by the receiving company.

While the self-certification process is a huge improvement over the old PLR regime – and frankly, one 
that the IRS probably should have implemented years ago, it’s important for people to realize that 
the self-certification is not a waiver by IRS. It allows you to report a contribution as a valid rollover, 
but – and this is a big but – the IRS can later audit your return and determine that a waiver was not 
appropriate. This could leave you liable for the income tax on the distribution, as well as a host of 
potential penalties. Of course, given the IRS’s severely diminished workforce and limited bandwidth, 
one has to imagine that only a small percentage of returns with late rollovers will be audited.

One crucial piece of information that is missing from the Rev. Proc. and the certification letter is a 
reminder of the once-per-year rule. You can only do one IRA-to-IRA or Roth IRA-to-Roth IRA 60-day 
rollover in a 12-month period. Any subsequent rollovers are ineligible rollovers and generally create an 
excess contribution to the receiving account. The new relief provided in Revenue Procedure 2016-47 
doesn’t change this in any way. The IRS cannot allow you to self-certify a late rollover when a timely 
rollover would not have been allowed in the first place!

Of course, one way to avoid all of this (the 60-day rollover window and the once-per-year rollover rule) 
is to use direct rollovers and trustee-to-trustee transfers when moving retirement funds instead of 
using 60-day rollovers. You can move retirement funds an unlimited number of times this way with no 
time limit on the transaction.
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Your Clients’ Children:  

6 Savings Strategies to Implement Right Away

Clients in this demographic are 

juggling their parents’ current 

retirement set-up, last-minute 

planning for their own, and battling 

fears that their children will face a 

much tougher road.

Helping Clients Help Their 

Children

No one can argue that the 

children of sandwich-

generation clients face big savings 

questions. Younger workers are 

dealing with record-setting student 

loans, high housing costs and 

stagnant wage growth. 

It’s hard to save for retirement 

when you are worried about next 

month’s rent. When it comes to 

the younger generation, what 

can their parents, already pulled 

in so many directions, do to help 

ensure that their children’s future is 

secure? 

Tapping an IRA

Sandwich-generation clients 

looking to help their children 

may turn to tapping their IRA. This 

makes sense because for many 

middle-aged workers, an IRA is by 

far their largest asset. Penalty-free 

distributions may be taken from 

both traditional and Roth IRAs to 

pay for higher education expenses. 

Helping pay for school can allow a 

child to escape crushing student 

loan debt and invest more in their 

future.

In general, clients are subject to 

income tax and a 10% penalty for 

IRA distributions taken prior to age 

59 ½. However, there is an 

exception for qualified higher 

education expenses. Clients will 

still be responsible for the income 

tax on the distribution. An IRA 

owner can utilize the 10% penalty 

exception to pay for education 

expenses for themselves, their 

spouse, their own children and 

grandchildren or their spouse’s 

children and grandchildren. The 

10% penalty exception can also 

be used for non-qualified Roth IRA 

distributions. 

Younger workers are 

dealing with record-

setting student loans, high 

housing costs and stagnant 

wage growth.

Helping pay for school can 

allow a child to escape 

crushing student loan 

debt and invest more in 

their future.

According to research by the Pew Research Center, more Americans than ever have the 

responsibility of caring for both aging parents and children who are not yet financially 

independent. Nearly half of middle-aged adults have a parent in retirement and are either 

raising or financially supporting a child. Members of the so-called sandwich generation 

have their hands full! This is especially true when it comes to retirement planning. 
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Marriage and Divorce – Two Good Reasons to 
Check your Beneficiary Forms
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Beneficiary forms for your retirement plans are one of 
those important details. They may 
need to be updated from time to 
time, but they almost always need 
to be updated after a marriage 
or divorce. The reasons why may 
surprise you. 

These reasons apply to all individuals – advisors and their 
clients – and advisors who know 
the rules can assist their clients in 
avoiding these major mistakes.

Primary and Contingent Beneficiaries

There are usually spaces for primary and contingent beneficiaries on an IRA beneficiary 
form. It is always a good idea to 

name both types of beneficiaries. 
A contingent beneficiary will step 
up to the place of the primary 
beneficiary when the primary 
beneficiary dies before the IRA 
owner dies or if the primary beneficiary disclaims the IRA. Once 

the primary beneficiary takes the 

inherited IRA, the contingent 
beneficiary no longer has any 
rights to the inherited IRA. The 
primary beneficiary can name their 

own beneficiary without any 
constraints.

Pre-Nuptial Agreements
A pre-nuptial agreement can be 

a good way to protect your 
assets if your marriage does not 
last. However, it may not work out 
well for your retirement assets. If 
you need a spousal waiver in order 
to name someone other than your 
spouse as your primary beneficiary, 
the pre-nuptial agreement is 
worthless. Who signs the pre-nuptial agreement? (Hint – it is not 

your spouse.) Who signs a spousal 
waiver? (Hint – it is your spouse.) 
For assets that require a spousal 
waiver, only a spouse can consent 
to the naming of a beneficiary 

Once the primary beneficiary takes the inherited IRA, the contingent beneficiary no longer has any rights to the inherited IRA.

1

Marriage and divorce are two of the biggest life changes that occur to many 

individuals. Both events have a tendency to dominate everyday life during and after 

they occur. Once the wedding or the divorce is over, all you want to do is sit back, 

take a deep breath or two, and do virtually nothing until you recover. But there are 

still some details that should be taken care of as soon as possible. 
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Your Clients’ Parents: 6 Strategies  

to Implement at Age 70 1/2 

1. Contributions

IRA contributions can no longer be 

made once an individual reaches 

the year they will turn age 70 ½. 

It does not matter if they are still 

working or not, or if they are not 

actually 70 ½ until the end of 

December. They can not make a 

contribution for the year. They can 

make spousal contributions until 

their spouse reaches the year they 

will turn 70 ½. 

Roth IRA contributions can 

continue to be made if your 

client has earned income and 

is below the income limits for 

making contributions. Spousal Roth 

contributions can also be made 

as long as the spouse otherwise 

qualifies.  

2. Required Minimum 

Distributions

Individuals must start taking 

required minimum distributions 

(RMDs) beginning in the year they 

turn age 70 ½. For individuals who 

are born in the months from 

January to June, that 

means their first RMD 

comes in the year 

they turn 70. For those 

born from July 

through December, 

that means the first RMD is due in 

the year they turn 71. 

The RMD calculation is always 

based on the prior year—end’s 

account value. It is divided by a life 

expectancy factor. Most individuals 

will use the Uniform Lifetime Table 

to make their calculation. They 

will use their age they turn during 

the distribution year to find their 

factor. An IRA owner whose spouse 

is more than 10 years younger and 

who is their sole beneficiary will use 

the Joint Life Expectancy Table to 

find their life expectancy factor. 

A missed RMD is 

subject to a penalty 

of 50% of the amount 

not taken. IRS does 

have the authority 

to waive this penalty 

for good cause, but you need to 

report it and request the waiver. It 

is much simpler to make sure that 

the correct amount of the RMD has 

been taken.

Exceptions to this:

The first year’s RMD, and only the 

A missed RMD is 

subject to a penalty 

of 50% of the 

amount not taken.

1

Clients who are part of the sandwich generation may have many financial concerns. 

First and foremost is their own financial planning. On top of that, they may have 

obligations or concerns for their children and also their parents who are getting older 

and may not be as capable as they once were when it comes to their financial 

matters. Here are six things to keep in mind when parents reach age 70 ½ and have 

to start taking distributions from their retirement plans. 
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Your Clients’ Parents: 6 Strategies  

to Implement at Age 70 1/2 

1. ContributionsIRA contributions can no longer be 

made once an individual reaches 

the year they will turn age 70 ½. 

It does not matter if they are still 

working or not, or if they are not 

actually 70 ½ until the end of 

December. They can not make a 

contribution for the year. They can 

make spousal contributions until 

their spouse reaches the year they 

will turn 70 ½. 
Roth IRA contributions can 

continue to be made if your 

client has earned income and 

is below the income limits for 

making contributions. Spousal Roth 

contributions can also be made 

as long as the spouse otherwise 

qualifies.  

2. Required Minimum 
Distributions

Individuals must start taking 

required minimum distributions 

(RMDs) beginning in the year they 

turn age 70 ½. For individuals who 

are born in the months from 

January to June, that 
means their first RMD 

comes in the year 
they turn 70. For those 

born from July through December, 
that means the first RMD is due in 

the year they turn 71. The RMD calculation is always 

based on the prior year—end’s 

account value. It is divided by a life 

expectancy factor. Most individuals 

will use the Uniform Lifetime Table 

to make their calculation. They 

will use their age they turn during 

the distribution year to find their 

factor. An IRA owner whose spouse 

is more than 10 years younger and 

who is their sole beneficiary will use 

the Joint Life Expectancy Table to 

find their life expectancy factor. A missed RMD is subject to a penalty 
of 50% of the amount 

not taken. IRS does 
have the authority 

to waive this penalty 

for good cause, but you need to 

report it and request the waiver. It 

is much simpler to make sure that 

the correct amount of the RMD has 

been taken.
Exceptions to this:The first year’s RMD, and only the 

A missed RMD is 
subject to a penalty 

of 50% of the amount not taken.
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MARRIAGE AND DIVORCE

BIG LIFE EVENTS THAT IMPACT YOUR 

RETIREMENT ACCOUNTS

Marriage and Your IRA

 ▶ Your IRA beneficiary will be whoever is named on the IRA beneficiary form (not automatically 

your spouse!).

 ▶ Your IRA does not pass through your will.

 ▶ Your IRA beneficiary does not change until you change the name on the IRA beneficiary form, 

the beneficiary dies or the IRA custodian loses your beneficiary form.

 ▶ If you don’t have a beneficiary form on file with the IRA custodian, then default language in 

the IRA agreement determines the beneficiary – it frequently is your estate (bad news for your 

retirement account!).

Marriage and Your Employer Plan

 ▶ The Employee Retirement Income Security Act (ERISA) covers most employer plans – it 

generally mandates that your spouse is automatically vested in your employer plan assets.

 ▶ If you want someone else to inherit the assets, you need your spouse to sign a spousal waiver, 

and you must then provide it and a new beneficiary form to the employer plan.

Divorce and Your IRA

 ▶ Check your beneficiary forms! So many ex-spouses inherit IRA assets because they are still 

named as the primary beneficiary.

 ▶ Fill out a new beneficiary form to reflect the recent life events.

Divorce and Your Employer Plan

 ▶ Check your beneficiary form! Neither a pre-nuptial agreement nor the divorce decree will 

change your reflected beneficiary.

 ▶ Fill out a new beneficiary form to reflect the recent life events.

Marriage and divorce can have a major impact on your retirement account assets, especially for 

beneficiaries. Give me a call to set up a meeting to discuss your best steps forward.
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Are You Focusing on Your IRA Education? 
Diving Deep Into One Topic Each Month

Expertise: Monthly insight that details the nuts and bolts of a current 
IRA issue or topic.

Analysis: Examining that issue at a higher level, answering why it 
matters and detailing how it will affect your clients and prospects. 

Outflow: The “actionable” step where that same issue is transformed 
into consumer-centric collateral. It could be a sell sheet or video 
presentation one month, a postcard or infographic the next!


