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Inherited IRA? Beneficiary Decisions -
Planning

Hans and Tom utilize Ed Slott’s charts to discuss IRA's in the video
entitled “Innerited IRA? Beneficiary Decisions-Planning”

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 not 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 not a solicitation to buy or sell any
products mentioned.

Membership to Ed Slott’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 Slott's Elite IRA Advisor Group™ members pay a fee for the educational programs that allow
them to be included in the Ed Slatt's Elite IRA Advisor Group™. Membership does ngt guarantee investment success.
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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 73rd birthday.

If owner dies before the RBD, the account must be withdrawn by the end of the 5th year after the year of 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)
o |f 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 the year of death —the 10-year rule.

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 befare 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.)

Copyright © 2024, by Ed Slott and Company, LL.C www.irahelp.com
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On July 18, 2024, the IRS issued both final
regulations under the 2020 SECURE Act and
proposed regulations under the SECURE 2.0 Act
of 2022. These long-awaited new regulations
impact many parts of the required minimum
distribution (RMD) rules for retirement accounts.
The final regulations are effective for 2025,

and the proposed regulations can be used
immediately as guidance. Here are the highlights:

RMDs in the 10-Year Period/The “At
Least As Rapidly Rule”: RETAINED

The IRS opted to retain this controversial rule. If
the account holder died on or after his required
beginning date (RBD) for starting RMDs, then
annual RMD payments must continue to the
beneficiary during the 10-year period.

Due to all the confusion this interpretation caused,
the IRS previously waived RMDs during the 10-year
period for beneficiaries for the years 2021, 2022,
2023, and 2024. Annual RMDs are now required
starting in 2025. The penalty waivers do not extend
the 10-year period, and any missed RMDs do not
need to be made up.

Planning Note: Many beneficiaries subject to the
10-year rule will voluntarily take out more than

the yearly RMD over the 10-year period. For those
people, the annual RMD rule is irrelevant. Those
who aren't already taking out more than the annual
RMD should consider doing so. If they don't, they
may be stuck with a large tax bill in the 10th year
when the account must be emptied. The best IRA
tax planning may be to ignore RMDs and think
“maximum” - NOT “minimum.’

Eligible Designated Beneficiaries
(EDBs): EXPANDED

The new regulations change the definition of “EDB":

B The definition of a minor child of an IRA owner
or plan participant is expanded to include a
stepchild, adopted child or eligible foster child.

LEARN MORE ABOUT ED SLOTT'S ELITE IRA
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" Beneficiaries who have been found to be
disabled for Social Security purposes are
considered EDBs under a new safe harbor rule.
The regulations also include a special definition
of “disability” for children under 18.

" Documentation of chronic iliness or disability
is not required for IRA beneficiaries.
Documentation for plan beneficiaries is still
required, but it does not need to be overly
detailed. For plan beneficiaries, documentation
for 2020-2023 deaths is not required until
10/31/25.

Planning Note: These changes will make it easier for
more beneficiaries to qualify as EDBs.

Year-of-Death RMD:
DEADLINE EXTENDED

The final regulations confirm that when an IRA

or plan account has multiple beneficiaries, any
beneficiary can take the year-of-death RMD that
the account owner did not take before death.
Also, the deadline for taking a year-of-death RMD
is extended until the end of the calendar year
following the year of death.

Planning Note: This is good news for beneficiaries
when one beneficiary, such as a charity, takes a
lump sum distribution from the inherited account
immediately after the death of the owner. That could
satisfy the year-of-death RMD for all beneficiaries.
Extra time to take an RMD may be helpful for
beneficiaries of retirement owners who died late

in the year without taking the full RMD or for
beneficiaries who are overwhelmed after the death
of a loved one.

Monitoring Concurrent
RMDs: ELIMINATED

In earlier regulations proposed by the IRS, under
certain circumstances an EDB who was older than
the account owner was allowed to use the longer
life expectancy of the deceased account holder

This information is being provided to you by a member of Ed Slott's Elite IRA Advisor Group®M.

For more information about this educational membership organization, visit irahelp.com.
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to calculate RMDs. However, the EDB would have
to simultaneously monitor her own shorter life
expectancy and empty the inherited account when
that life expectancy ran out. This is eliminated in the
final regulations.

Planning Note: This complex and confusing
requirement that unduly burdened elderly
beneficiaries is no longer a concern.

Hypothetical RMD Rule for Spouse
Beneficiaries: RETAINED

The final regulations retain the rule that prevents
surviving spouse beneficiaries from avoiding RMDs
in certain circumstances when a retirement account
owner dies before his RBD. RMDs could be avoided
by electing the 10-year payment rule and then later
doing a spousal rollover. The new regulations close
this loophole and require that any “hypothetical
RMDs" that would have had to be taken (if not for
the election of the 10-year rule) must be taken prior
to a spousal rollover.

Planning Note: The continued existence of this rule
shows the IRS means business when it comes to
annual RMDs. This loophole remains firmly closed.

Trusts as Beneficiary: RULES
LOOSENED

A trustee is no longer required to provide
documentation to the IRA custodian to satisfy the
see-through rules necessary for the trust to use
either the 10-year rule or even a stretch payout for
an EDB trust beneficiary.

For trust beneficiaries of plans, documentation must
still be provided by October 31 of the year following
the year of death. However, the plan administrator
can require the trustee to provide either the trust
document or a list of trust beneficiaries with their
entitlements.

RMD rules can now be applied separately to
see-through trust beneficiaries if the trust will be
terminated and divided into separate subtrusts
immediately upon the death of the account owner.
This new rule expands the prior separate account
rule that had applied only to certain special

needs trusts. Each subtrust can now get the most
favorable payout option without being separately

LEARN MORE ABOUT ED SLOTT'S ELITE IRA
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named on the beneficiary form, as was required in
the past.

Planning Note: Trusts are downgraded as a planning
strategy after the SECURE Act, and the new
regulations do not change that. However, the new
final regulations do clear up some confusion and
add some rules favorable to trust beneficiaries.

New Rules for Spouse Beneficiaries:
CLARIFIED

Section 327 of SECURE 2.0 allows a surviving
spouse to be treated as the deceased employee for
purposes of the RMD rules. A spouse beneficiary
may delay RMDs until the deceased spouse would
have reached RMD age. This election is considered
automatically made by the beneficiary when the
account owner dies before the RBD.

The proposed regulations clarify that RMDs are then
calculated using the Uniform Lifetime Table and the
surviving spouse'’s age. The account is considered
an inherited account, so any distributions would not
be subject to the 10% penalty for early distributions.
A spousal rollover can still be done at any time.

Planning Note: This is welcome guidance on a
perplexing provision of SECURE 2.0. Some spouse
beneficiaries will still be able to delay RMDs,
sometimes for years, as under the old rules. And
their RMDs will be smaller because they can now
use the Uniform Lifetime Table, which was never
before allowed for any beneficiaries.

First RMD Year for Those Born in 1959:
CLARIFIED

Due to a drafting error in SECURE 2.0, the RMD
age for someone born in 1959 was unclear. The
proposed regulations clarify that the first RMD year
for someone born in 1959 is age 73.

Planning Note: The ages when RMDs must begin for
retirement account owners are as follows:

Born 1950 or earlier
Born 1951 - 1959
Born 1960 or later

Age 72 (or 70 12)
Age 73
Age 75

This information is being provided to you by a member of Ed Slott's Elite IRA Advisor Group®M.
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Date of Death

Options

Spouse beneficiary
is under age 592

Spouse beneficiary
is older than age
59'2 but younger
than age 73

Spouse beneficiary
is age 73 or older

Spouse Beneficiary Options After SECURE 2.0

This chart is for a spouse beneficiary who inherits an IRA in 2024 or later, or for any spouse beneficiary when the deceased IRA owner would
have been age 73 in 2024 or later. The options will depend on when the IRA owner dies and the age of the spouse beneficiary. If the death is
before the required beginning date (RBD), the options are spousal rollover, keeping an inherited IRA, or electing the 10-year rule. If the IRA
owner dies on or after the RBD, the options are spousal rollover and keeping an inherited IRA. A spousal rollover can be done at any time, but
once done, cannot be reversed.

IRA Owner Dies BEFORE RBD

(or has a Roth IRA): 3 Options

Spousal Rollover

No RMDs (ULT)*
until age 73

If Roth, no lifetime
RMDs

10% penalty applies

No RMDs (ULT)*
until age 73

If Roth, no lifetime
RMDs

No 10% penalty

RMDs (ULT)*
each year

If Roth, no lifetime
RMDs

No 10% penalty

Inherited IRA

No RMDs (ULT)*
until 12-31 of the
year the deceased
IRA owner would
have been 73.

No 10% penalty

No RMDs (ULT)*
until 12-31 of the
year the deceased
IRA owner would
have been 73.

No 10% penalty

No RMDs (ULT)*
until 12-31 of the
year the deceased
IRA owner would
have been 73.

No 10% penalty

10-Year Rule

Distribute funds

by 12-31 of the 10th
year after the year of
death.

No annual RMDs or
10% penalty

Distribute funds

by 12-31 of the 10th
year after the year of
death.

No annual RMDs or
10% penalty

Distribute funds

by 12-31 of the 10th
year after the year of
death.

No annual RMDs or
10% penalty

IRA Owner Dies ON or AFTER RBD:

2 Options

Spousal Rollover

No RMDs (ULT)*
until age 73

10% penalty applies

No RMDs (ULT)*

until age 73

No 10% penalty

RMDs (ULT)*
each year

No 10% penalty

* Use the Uniform Lifetime Table (ULT) and the recalculated age of the spouse beneficiary to calculate the required minimum distribution (RMD).
** |f the section 327 election is made, use the ULT and the recalculated age of the spouse beneficiary to calculate the RMD. You may use the Single Life Table (SLT) and the
nonrecalculated life expectancy of the deceased IRA owner if it is longer. If the 327 election is not made, the SLT must be used to calculate RMDs.

Inherited IRA

RMDs (ULT)**
each year

No 10% penalty

RMDs (ULT)**
each year

No 10% penalty

RMDs (ULT)**
each year

No 10% penalty

Call: 800-663-1340 Visit: irahelp.com/elite E-mail: elite@irahelp.com
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Expanded Uniform Lifetime Table

For Spouse Beneficidaries

(per IRS Proposed Regulations - July 18, 2024)
Age of Life Expectancy % of Account Age of Life Expectancy % of Account

Spouse Beneficiary (in years) Balance Spouse Beneficiary (in years) Balance

10 88.2 1.13% 45 53.4 1.87%

11 87.2 1.15% 46 52.4 1.91%

12 86.2 1.16% 47 51.5 1.94%

13 85.2 1.17% 48 50.5 1.98%

14 84.2 1.19% 49 49.5 2.02%

15 83.2 1.20% 50 48.5 2.06%

16 82.2 1.22% 51 47.5 2.11%

17 81.2 1.23% 52 46.5 2.15%

18 80.2 1.25% 53 45.6 2.19%

19 79.2 1.26% 54 44.6 2.24%

20 78.2 1.28% 55 43.6 2.29%

21 77.2 1.30% 56 42.6 2.35%

22 76.2 1.31% 57 41.6 2.40%

23 75.2 1.33% 58 40.7 2.46%

24 74.2 1.35% 59 39.7 2.52%

25 73.3 1.36% 60 38.7 2.58%

26 72.3 1.38% 61 37.7 2.65%

27 713 1.40% 62 36.8 2.72%

28 70.3 1.42% 63 35.8 2.79%

29 69.3 1.44% 64 34.9 2.87%

30 68.3 1.46% 65 33.9 2.95%

31 67.3 1.49% 66 33.0 3.03%

32 66.3 1.51% 67 32.0 3.13%

33 65.3 1.53% 68 31.1 3.22%

34 64.3 1.56% 69 30.1 3.32%

35 63.3 1.58% /0 29.2 3.42%

36 62.3 1.61% 71 28.3 3.53%

37 61.3 1.63% 72 27.4 3.65%

38 60.3 1.66% 73 26.5 3.77%

39 59.4 1.68%

40 58.4 1.71% This expanded portion of the Uniform Lifetime Table is

47 57.4 1.74% used only for spouse beneficiaries (spouses who choose to

42 56.4 1.77% remain a beneficiary using section 327 under the SECURE

43 55.4 1.81% 20 Act).

44 54.4 1.84%
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