2026 - WILL A DISTRIBUTION FROM MY TRADITIONAL IRA BE PENALTY-FREE?

START HERE

Have you made
nondeductible
contributions to any
traditional IRA?

No Yes

Continue to determine if
the taxable portion is
subject to a penalty.

¥
Vv
Are you age 59.5 or older?
Y Y
Yes No
R

The distribution is taxable
as ordinary income but
there is no 10% penalty

to the extent of these
expenses, provided that
applicable conditions are
met.

The distribution is taxable
as ordinary income but
there is no 10% penalty.

Sorry, the distribution is
taxable as ordinary income

and there is a 10% penalty.

Each distribution will

\ contain a pro rata amount

of taxable and nontaxable

funds, calculated across all
of your traditional IRAs.

¥

The nontaxable portion is
neither ordinary income nor
subject to the 10% penalty.

Did you pay health
insurance premiums after
losing your job and
4 receiving unemployment
compensation for at least
12 consecutive weeks?

Y Y
Yes No
R

wV

Do you have qualified higher
education expenses (for
yourself, your spouse, a

child, or grandchild)?

Y Y
Yes No
v

v

Is the distribution part of a
series of substantially
equal periodic payments?

| Y Y
Yes No ——

None of these
situations applies.

AN Do you have unreimbursed

medical expenses?

Rl Y

No Yes

3

Vv
Will the distribution be made
because you are disabled, a
qualified reservist, or subject

No

to an IRS levy?
Y Y
No Yes
v

Are you eligible for a Qualified
Disaster Distribution?

1 Y

No Yes

v

vV
Will the distribution be
used for a first-time home
purchase for you, your
spouse, child, grandchild,
or ancestor?

1 1

)

MANAGEMENT

Distributions to cover
unreimbursed medical
expenses above 7.5% of
your AGI may be taxable but
there is no 10% penalty.

The distribution is taxable
as ordinary income but
there is no 10% penalty.

The distribution is taxable
as ordinary income, but
may be reported over (and
recontributed within) three

tax years, and there is no
10% penalty on up to
$22,000 (for disasters after
1/25/2021) spent on
qualified costs.

The distribution is taxable as
ordinary income but there is
no 10% penalty on up to
$10,000 spent on qualified
costs (lifetime limit).

No Yes

:

Vv

Will the distribution occur
within one year after
having, or finalizing the
adoption of, a child?

Yes

The distribution is taxable
as ordinary income (unless
repaid within three years)
but there is no 10% penalty
on up to $5,000 spent on
qualified costs.

© fpPathfinder.com. Licensed for the sole use of David Eads of Vital Investment Management. All rights reserved. Used with permission. Updated 12/15/2025

VITAL INVESTMENT



