IRAs: inherited IRA options Section 401(a)(9) after 12/31/19

If there were multiple
beneficiaries, have you separated
accounts by Dec 31st of year after

Did the person you inherited
E i the IRA from die before
1-1-2020 (including beneficiary

which preceded you, if any)?

Use the ""IRA’s: inherited IRA
options Section
401(a)(9)(1-1-02 to 12/31/19)"
Flowchart

the date of death (or in the case of]
a trust such as a "see-through"

Multi-beneficiary situations and trusts are

trust, have you determined that all @

requirements under tax law have

been fulfilled for you to treat this
beneficiary as a separate,
designated beneficiary)?

currently beyond the scope of this flowchart|
(and further guidance is needed from the
IRS for certain beneficiary arrangements).

RMD’s are not required until

account (often resulting in

After RMD due for year of the IRA owner’s death, spouse must begin RMD’s
by Dec. 31 of the year after death. The "'applicable divisor'' is the LARGER of
the divisor taken from the Single Life Table for the spouse's age in the year of
distribution OR the divisor from the Single Life Table based on the original
owner's age in the year of death and reduced by one for each subsequent year.
To avoid change of Inherited IRA account status, be sure to pay each year’s
RMD timely. NOTE: Rollover may still be possible into spouse’s own IRA

lower RMD’s).

the year in which the deceased
account owner would have
turned age 72. However the
RMD’s will be based on the
spouse’s own age/life
expectancy at that time, and
for each subsequent year, as
found in the Single Life
Expectancy Table. NOTE:

Did the owner die before "Required beginning date" (RBD)
for RMD’s (April 1st of the year after reaching age 72)?

e

Rollover may still be possible
into spouse’s own IRA account
(often resulting in lower
RMD’s).

=

Are you the spouse of the
original IRA owner and the sole
beneficiary, with unlimited right

v |

Do you desire for at least part of the funds/assets to be held in
an "Inherited IRA account" (often chosen when withdrawals
are needed and spouse has not reached the age of 59'%)?

R

to withdraw funds?

1
Do you qualify as a "designated"
beneficiary of the original IRA
owner (determined no later than
9/30 of the year following the
original IRA owner’s death)?

After RMD (if any needed), spouse may rollover funds into their own
new or existing IRA account, at which time funds will be treated as if
they had always been their own (with all further activity subject to
regular IRA rules). Rolling over into the spouse’s employer plan may
also be an option (to the extent the IRA has no basis). If spouse was
sole beneficiary AND did not inherit via a trust, another option is to
retitle deceased spouse’s account as their own. CAUTION: Given IRA
rollover limit of one per year, consider first consolidating multiple

decedent accounts via direct trustee-to-trustee transfer.

Are you the beneficiary of]
a "designated" beneficiary,
and did that designated
beneficiary inherit the

Are you the spouse of the original
IRA owner and desire to rollover
funds into your own IRA account?

Unless 10 Year Rule is elected:
Beneficiary RMD’s must begin
by 12-31 the year after the

IRA before 1-1-2020, or
were they an "eligible"
designated beneficiary

|

parent’s death, based on the
child’s age and life expectancy
found in Single Life Expectancy

under the Secure Act?

Are you the minor child (as of the date
of death) of the Original IRA owner?

Table (''the applicable
divisor"), reducing divisor by
one for each subsequent year.

el
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Once reaching the age of
majority (and after RMD for

Determined on the date of death, was the original IRA owner

no more than 10 years older than you, were you chronically ill

or disabled (as defined in IRC 401(a)(9)(E)(III or TV)), and/or
was the owner your spouse?

that year), those RMD’s cease,
and the (now adult) child has
10 years to receive the
remaining funds.

10 Year Rule: The entire balance must be
distributed by Dec 31st of the 10th year after
the year of the IRA owner’s death. Prior to
that year there are no beneficiary RMD’s.
Permitted distributions can be taken (as
desired) at any time after death, or taken as a
lump sum, as long as the full amount is taken
by the end of the tenth year.

You are an "Eligible'" designated beneficiary who can
"'stretch'" distributions over your life expectancy. Unless 10
Year Rule is elected: Beneficiary RMD’s must begin by Dec
31st following the year of death of original IRA owner. The
applicable divisor is taken from the Single Life Expectancy
Table for beneficiary’s age in the year after the IRA owner’s
death, reduced by one for each subsequent year. Note: IRS
guidance is needed to determine if there is an option to elect
RMD’s based on the IRA owner’s life expectancy, if owner

had reached their required beginning date for RMD’s.

Are you a person who inherited
the IRA from a prior beneficiary
who was using the "10 Year
Rule" under the Secure Act?

Nof Yes—

Further guidance is needed from the IRS, with the possibility that you will
"inherit"" what remains of the prior beneficiary’s 10 year period, or be
subject to other rules. In no case can you be considered an "eligible'"

beneficiary (whom is allowed to take RMD’s over their life expectancy).

or those born before 07/01/1949)?

You are subject to non-designated beneficiary rules. Did the
Original IRA owner die before "Required beginning date"
(RBD) for RMD’s (April 1st of the year after reaching age 72,

subsequent year).

Beginning no later than December 31st after the year of death,
continue the deceased owner’s RMD using the Single Life
Expectancy Table (reducing divisor by one for each

el

The entire account must be distributed by
Dec 31st of the Sth year after the year of the
IRA owner’s death, excepting the Year 2020
(the Cares Act effectively adding a 6th year

to this 'S year rule"). Prior to that year
there are no RMD’s; distributions may be
taken as desired, or taken as a lump sum, so
long as the full amount is taken by the end of]|
the fifth year.




