CARDINAL ADVISORS

Inherited IRA? Which Beneficiary Are You?

In our video entitled “Inherited IRA? Which beneficiary are
you?"Hans and Tom discuss this outlook of IRA’s using the
following documents.

The information and opinions contained herein are provided by third parties and have been obtained from sources believed to be reliable, however, we make no representation as to its
completeness or accuracy. The information is nat intended to be used as the sole basis for financial decisions, nor should it be construed as advice designed to meet the particular
needs of an individual's situation. Content is provided for informational purposes only and is nat a solicitation to buy or sell any products mentioned.

Membership to Ed Slatt's Master Elite IRA Advisor Group™ was granted in November of 2012 for Hans Scheil and in October of 2022 for Thomas Griffith. Ed Slott’s Master Elite IRA
Advisor Group is solely an indication that the financial advisor has attended training provided by Ed Slott and Company, maintained an Elite IRA Advisor Group™ membership for two or
more years, passed bi-annual examinations on material covered at conferences and in webinars and met other membership requirements and does nat constitute an endorsement of
any kind. Ed Slatt's Elite IRA Advisor Group™ members pay a fee for the educational programs that allow them to be included in the Ed Slott’s Elite IRA Advisor Group™. Membership
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SECURE Act

Retirement Plan Payouts to Beneficiaries

Under the SECURE Act
(for deaths after 2019%)

*Extended Effective Dates
The effective date for the elimination of the stretch and application of the 10-year
rule is generally for deaths after December 31, 2019. But that effective date is
extended for two years (for deaths after December 31, 2021) for governmental plans,
including 403(b) and 457(b) plans, and the Thrift Savings Plan. It is also extended for
as long as two years for collectively-bargained plans, depending on the expiration
date of the union contract.

Retirement Accounts Affected

The elimination of the stretch IRA and inclusion of the 10-year rule provisions apply
to defined contributions plans, including 401(k), 403(b) and 457(b) plans, and
traditional and Roth IRAs. They do not apply to defined benefit plans.

Under the SECURE Act, there are now 3 kinds of retirement plan beneficiaries
for determining post-death payouts after 2019:

1. Non-Designated Beneficiary (NDB)
2. Non-Eligible Designated Beneficiary (NEDB)

3. Eligible Designated Beneficiary (EDB)
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1. Non-Designated Beneficiary (NDB)

These are not people. Examples: Estate, charity or non-qualifying trust (non-look-
through trust)

Post-death Payout Rules for NDBs

Based on whether the IRA owner or plan participant dies before or after the owner’s
required beginning date (RBD). The RBD is generally April 1 after the year of the
72™ birthday. SECURE 2.0 Act Update: For those who turn age 72 after 2022, the
RBD is April 1 after the year of the 73" birthday.

If owner dies before the RBD, the account must be withdrawn by the end of the
5™ year after death — the 5-year rule. There are no annual RMDs during the S-year
window.

If owner dies on or after the RBD, RMDs must be taken over the deceased IRA
owner’s (or plan participant’s) remaining single life expectancy — “ghost life rule.”
(Note: This can produce a post-death payout exceeding 10 years)

2. Non-Eligible Designated Beneficiary (NEDB)

10-year rule
All designated beneficiaries who do not qualify as EDBs (see #3 below).
Examples: grandchildren, older children, some look-through trusts

Post-death Payout Rules for NEDBs - depends on whether death occurs before or
after the required beginning date (RBD)

* If owner dies before the RBD, there are no annual RMDs during the 10-year
window.

* If owner dies on or after the RBD, annual (stretch IRA) RMDs must be
taken for years 1-9.

Entire account must be emptied by the end of the 10th year after death — the 10-year
rule.
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3. Eligible Designated Beneficiary (EDB)

Stretch applies

The SECURE Act exempts these beneficiaries from the 10-year rule. However, if the
account owner dies before the RBD, an EDB can elect the 10-year rule.

EDBs must be designated beneficiaries.

5 Classes of Eligible Designated Beneficiaries

1. Surviving spouses

2. Minor children of the account owner, until age 21 - but not grandchildren

3. Disabled individuals — under the strict IRS rules

4. Chronically ill individuals

5. Individuals not more than 10 years younger than the IRA owner. (Those older than
the IRA owner also qualify.)

Plus - Any designated beneficiary (including qualifying trusts) who inherited
before 2020. These beneficiaries are grandfathered under the pre-2020 stretch IRA
rules. In addition, trusts for the sole benefit of these EDBs should qualify as an EDB.

EDB status is determined at date of owner’s (or plan participant’s) death and
cannot be changed.

Post-death Payout Rules for EDBs
Once an EDB no longer qualifies as an EDB, or dies, the 10-year rule is applied for
them, or for their beneficiaries (i.e., successor beneficiaries).
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Single Life Expectancy Table (for Inherited IRAs)
(To be used for calculating post-death required distributions to beneficiaries)
Age of Life Age of Life Age of Life

IRA orPlan | Expectancy | IRA orPlan | Expectancy |IRA orPlan | Expectancy

Beneficiary (in years) | Beneficiary (in years) | Beneficiary (in years)
0 84.6
1 83.7 41 44.8 81 10.5
2 82.8 42 43.8 82 9.9
3 81.8 43 42.9 83 93
4 80.8 44 41.9 84 8.7
5 79.8 45 41.0 85 8.1
6 78.8 46 40.0 86 7.6
7 77.9 47 39.0 87 7.1
8 76.9 48 38.1 88 6.6
9 75.9 49 37.1 89 6.1
10 74.9 50 36.2 90 5.7
11 73.9 51 353 91 53
12 72.9 52 343 92 4.9
13 71.9 53 334 93 4.6
14 70.9 54 32.5 94 4.3
15 69.9 55 31.6 95 4.0
16 69.0 56 30.6 96 3.7
17 68.0 57 29.8 97 34
18 67.0 58 28.9 98 32
19 66.0 59 28.0 99 3.0
20 65.0 60 27.1 100 2.8
21 64.1 61 26.2 101 2.6
22 63.1 62 254 102 2.5
23 62.1 63 24.5 103 2.3
24 61.1 64 23.7 104 22
25 60.2 65 229 105 2.1
26 59.2 66 22.0 106 2.1
27 58.2 67 21.2 107 2.1
28 57.3 68 20.4 108 2.0
29 56.3 69 19.6 109 2.0
30 553 70 18.8 110 2.0

EDSLOTTS
= &=
=il =0
= =

ADVISOR
GROUP”

By Ed Slott and Company, LLC, Copyright © 2023

43



31 54.4 71 18.0 111 2.0
32 534 72 17.2 112 2.0
33 52.5 73 16.4 113 1.9
34 51.5 74 15.6 114 1.9
35 50.5 75 14.8 115 1.8
36 49.6 76 14.1 116 1.8
37 48.6 77 13.3 117 1.6
38 47.7 78 12.6 118 1.4
39 46.7 79 11.9 119 1.1
40 45.7 80 11.2 120+ 1.0

This is a recalculating table (meaning you get a new life expectancy for every year
you live), but only a spouse beneficiary who is the sole beneficiary can go back to

the table each year and recalculate life expectancy. A non-spouse beneficiary

cannot recalculate.

This table is used to calculate RMDs for:

« Designated Beneficiaries (DBs) who inherited before 2020.

« DBs who inherit in 2020 or later when the account owner dies
ON OR AFTER his RBD - for years 1-9 of the 10-year period.

» Eligible Designated Beneficiaries (EDBs).

« Non-Designated Beneficiaries when the account owner dies ON
OR AFTER his RBD for “ghost rule” RMDs.

This table is NOT used by:

» DBs who inherit in 2020 or later when the
account owner dies BEFORE the RBD.

« IRA owners to calculate lifetime RMDs.

« Roth IRA beneficiaries, who are not EDBs.
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SECURE Act

Retirement Plan Payouts to Beneficiaries Under the SECURE Act
(for deaths after 2019*)

*Extended Effective Dates

The effective date for the elimination of the stretch and application of the 10-year rule is generally for deaths after December 31,
2019. But that effective date was extended for two years (for deaths after December 31, 2021) for governmental plans, including
certain 403(b) and 457(b) plans, and the Thrift Savings Plan. It was also extended for as long as two years for collectively
bargained plans, depending on the expiration date of the union contract.

Retirement Accounts Affected
The elimination of the stretch IRA and inclusion of the 10-year rule provisions apply to defined contributions plans, including
401(k), 403(b) and 457(b) plans, and traditional and Roth IRAs. They do not apply to defined benefit plans.

Under the SECURE Act, there are 3 kinds of retirement plan beneficiaries for determining post-death payouts after 2019:
1. Non-Designated Beneficiary (NDB)

2. Non-Eligible Designated Beneficiary (NEDB)

3. Eligible Designated Beneficiary (EDB)

1. Non-Designated Beneficiary (NDB)

These are not people. Examples: Estate, charity or non-qualifying trust (non-look-through trust)

Post-death Payout Rules for NDBs

Based on whether the IRA owner or plan participant dies before or after the owner’s required beginning date (RBD). The RBD is
generally April 1 after the year of the 72nd birthday. For those who turn age 72 after 2022, the RBD is April 1 after the year of the
73rd birthday.

If owner dies before the RBD, the account must be withdrawn by the end of the 5th year after death — the 5-year rule. There are no
annual RMDs during the 5-year window.

If owner dies on or after the RBD, RMDs must be taken over the deceased’s remaining single life expectancy — “ghost life rule.” (Note:
This can produce a post-death payout exceeding 10 years)

2. Non-Eligible Designated Beneficiary (NEDB)

10-year rule
All designated beneficiaries who do not qualify as EDBs (see #3 below).
Examples: grandchildren, older children, some look-through trusts

Post-death Payout Rules for NEDBs - depends on whether death occurs before or after the required beginning date (RBD)
- If owner dies before the RBD, there are no annual RMDs during the 10-year window.
« |[f owner dies on or after the RBD, annual (stretch IRA) RMDs must be taken for years 1-9.

Entire account must be emptied by the end of the 10th year after death — the 10-year rule.

3. Eligible Designated Beneficiary (EDB)

Stretch applies
The SEGURE Act exempts these beneficiaries from the 10-year rule. However, if the account owner dies before the RBD, an EDB
can elect the 10-year rule.

EDBs must be designated beneficiaries.

5 Classes of Eligible Designated Beneficiaries

1. Surviving spouses

2. Minor children of the account owner, until age 21 - but not grandchildren .
3. Disabled individuals — under the strict IRS rules

4. Chronically ill individuals

5. Individuals not more than 10 years younger than the IRA owner. (Those older than the IRA owner also qualify.)

Plus - Any designated beneficiary (including qualifying trusts) who inherited befare 2020. These beneficiaries are grandfathered
under the pre-2020 stretch 1RA rules. In addition, trusts for the sole benefit of these EDBs should qualify as an EDB.

EDB status is determined at date of owner’s (or plan participant's) death and cannot be changed.

Post-death Payout Rules for EDBs
Once an EDB no longer qualifies as an EDB, or dies, the 10-year rule is applied for them, or for their beneficiaries (i.e., successor
beneficiaries).
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