


A FEW
THINGS TO

KEEP IN
MIND

* Who pays?
* When?¢

* Minority

* Incapacity

* Spendthrift

* Family dynamics




BENEFICIARY

DESIGNATION
FORM ISSUES

Adding exhibits to
the form

Filing with the

7~ 1 If‘+AA:NV\
CUST0OUIUIN |

Absence of a
completed form




IMPORTANT
TERMS

Required Beginning Date

Required Minimum
Distribution

Applicable Distribution
Period

Designated Beneficiary

Eligible Designated
Beneficiary




REQUIRED
BEGINNING

DATE

For IRA owners, this is April 15" of
the year after the owner turns 72
(formerly 70 '%).

But, beginning in 2024, this is April
15" of the year after the owner
turns 73.

And then, beginning in 2033, this
is increased to age 75.




REQUIRED Distribution that must be taken
M| N|MU M from an IRA each year based on

the Applicable Distribution

DISTRIBUTION Period.




REQUIRED

MINIMUM
BININIVI@]N
ISSUES

The deadiine for takingan RMD is December 31+
(but, for the first year, it's April 15 of the following
year).

ANnRMD is calculated by dividing the account
balance as of December 31¢ of the prior year by the
applicable distribution period (the life expectancy of
the owner or beneficiary).

AN RMD for the year of deathis required if the owner
was in pay status (72/73/75).

Afterthe IRA owner's year of death, RMDs apply if
the owner was in pay status at the time of death OR
the beneficiary qualifies to use a life expectancy for
the ADP.

Old rule: a 50% penalty applies for failure to take an
RMD.

New rule: either: (a) a 25% penalty applies; or (b) a
10% penalty applies if the erroris fixed within 2 years.




APPUCABLE The frequency in which
DI STR| B UT| O N distributions must be taken from

PERIOD an IRA.




APPLICABLE

DISTRIBUTION
PERIOD

* The beneficiary’s life
expectancy

* The remaining theoretical life
expectancy of the owner

e 5-year rule
* 10-year rule




Table Il
(Uniform Lifetime)
(For Use by:
* Unmarried Owners,
* Married Owners Whose Spouses Aren't More Than 1
* Married Owners Whose Spouses Aren't the Sole Ber

Pl (| N(|FOR M

72 27.4

LIFE TABLE

77 22.9 h
78 22.0 eacnyear
79 211

80 20.2
81 19.4 method

* Recalculated

* Reduce-by-one




DESIGNATED

BENEFICIARY

The Designated Beneficiaryis “An
individual whois designated as a
beneficiary under the plan. . .
entitledto a portion of an
employee's benefit, contingent
on the employee'sdeath . ..”
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DESIGNATED

BENEFICIARY
ISSUES

be ndmd on th
designation form.

Beneficiaries are fixed as of the date of
the owner’'s death. But, the DB need not
be identified until September 30" of the
year after the owner’s death.
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WAYS TO
REMOVE
BENEFICIARIES
BEFORE
DEADLINE

Distribute a
beneficiary’s share to
the beneficiary.

The beneficiary can
disclaim.

Divide the account
(separate account
treatment).
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CONSEQUENCE
OF NO
DESIGNATED
BENEFICIARY

If the owner dies before
RBD -

5 year rule applies.

If the owner dies after
RBD -

use the owner’s
theoretical remaining
life expectancy.
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IF THERE IS A

DESIGNATED
BENEFICIARY

Distributions taken based
on the beneficiary’s (or
the owner’s) life
expectancy;

or

The 10 yearrule applies
(but how the 10 yearrule
applies depends on
whetherthe owner died
before or after his RBD).
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ELIGIBLE
N A [ )

BENEFICIARY

An Eligible Designated
Beneficiary is a Designated
Beneficiary who is also one of the
following:

L] TL\Q M\A/INMAr
s wVyvi 1wl

e A Aicahlad
I\

~
MioUun/iIconag v

individual.

* An individualwho is not more
than 10 years younger than the
owner.
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¢ If not, the account must be distributed in
full by December 315t of the year
containing the 10t anniversary of the
owner’'sdeath.

¢ |[f so, annual disfributions are required
using the beneficiary’s life expectancy
(single life table, reduce-by-one
method) unfil the year containing the
10t anniversary of the owner'sdeath, in
which year the balance must be
distributed.

17



Different rules cpEo E depending on
what kind of an EDB the beneficiary
is. The generalrules are:

* Each year, s’ror’rlng with the year
after the owner'sdeath, the
account value as of 12/31 of the
prior year, is divided by the
remaining life expectancy, as
found on the Single Life Table,
fixed that year, and then reduced
by one, each year thereafter, of
the FDR [or of the owner,
whicheveris longer, if the owner
died on or affer his RBD).

* The EDB can elect the 10-yearrule
wSTReé][()] if the owner died pefore
is

e But, if ’rhe owner died on or after
his RBD, 100% of the account must
be pcud out by the final year of
the EDB'’s life expectancy.

18



INHERITED IRA

(YR AN

INDIVIDUAL
NI ANACER

THAN 10

YOUNGER

19



20



General rules apply, except,
once the child beneficiary
[ reaches age 21 or dies, the 10-

| RA FO R year rule kicks in, requiring the

account balance to be paid in
full before December 315" of the
year in which the beneficiary
reaches age 31 (or the year

containing the 10 anniversary of
death, if shorter).

A MINOR
—{1] [ )




SPOUSAL

ROLLOVER

A surviving spouse can roll the
IRA in to her own IRA, and thus it
becomes her own.

* No limits on when this can be
done.

« However, if done after the
surviving spouse turns 71, the
surviving spouse can't roll over
the totalamount that would
have been RMD:s if the
account was in her name

previously.
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If the surviving spouse does not
roll over the account, the
general rules apply except:

* The first RMD is due eitherthe
year after the owner's death
or the year he would have
lNHERITE lRA reached age 72/73/75,
R~ whicheveris iater.
SPOUSE * The ADP is the surviving
spouse’s life expectancy
(recaicuiated each year) (use
the Uniform Life Table if the
proper electionis made) or the
owner's life expectancy, if
longer if he died after his RBD.
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SEE-

THROUGH
TRUST

Irevocable

Valid under state law

Identifiable beneficiaries

Provide documentation to the
custodian by October 315" of
year following year of death
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Look through the trust and use
the ADP of the trust’s beneficiary:

* |f no DB:
* S5yearrule; or
* Remaining theoreticallife
expectancy of the owner.
* If the trust beneficiary is a DB:
* The beneficiary’s life
expectancy;
* The owner's theoretical
remaining life expectancy; or
* 10 yearrule.
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SO MANY

QUESTIONS!
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* First Tie—All trust beneficiaries who are
eligible to receive benefits as a result of
the IRA owner’'sdeath. The only death
we're waiting for is the owner’s death.

* Second Tier—All trust beneficiaries that
couldreceive benefits if they are not all
distributed to the First Tier beneficiaries.

Ranllhs thare are hawn kindcec nf carnand i

al
NOTUIY, TTITTITT WD 1VvVU RITIUS UT STLUNIU 11T

beneficiaries:

* Trust beneficiaries who will inherit
upon the death of the First Tier
beneficiary(ies)

* Trust beneficiaries who will inherit
only if other Second Tier
beneficiaries die.

v
i
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CONDUIT TRUST

VS.

ACCUMULATION
TRUST

Conduit Trust—all
withdrawals flow through the

trust to or for the beneficiary
or beneficiaries.

* Only look at Tier 1 beneficiaries

* No need to count any contingent
(Tier 2) beneficiaries.

Accumulation Trust (any trust

that is not a conduit trust).

e Count Tier 1 beneficiaries

* And count certain Tier 2
beneficiaries.
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WHOM DO WE REALLY COUNTe
MORE RULES

: isregard any individual who predeceased the owner and any individual whois not ye
Disregard Di d individual wh d d th d individual whois not yet
born.
Disregcrd Disregard beneficiaries removed before the September 30" d
: isregard individuals who could become beneficiaries through the exercise of a power o
Disreqard Di d individuals wh Idb b ficiaries th h th ise of f
g appointment (unless the power is actually exercised).
i isregard beneficiaries that take only if a Tier 2 beneficiary dies (and disregard ALL Tier
Disregard Di d b ficiaries that tak: ly if a Tier 2 b ficiary dies (and di d Tier 2
beneficiaries if we're dealing with a conduit trust).
. Disregard any Tier 2 benef s who take only if the Tier 1 ben ry dies before age 31
D|sregcrd (because the Tier 1 beneficiary will take o
Add Add individuals who become beneficiaries before the 9/30 deadline through decanting or
reformation.
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ACCOUNT
TREATMENT?

Separate account treatment is
not available unless subtrusts are
named on the beneficiary
designation form or the
beneficiaries are disabled or
chronically ill.
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CHANGES TO

U
THE SEPTEMBER
30™ DEADLINE

If the trust is modified or
decanted or a power of
appointment exercised after
September 30" of the year
following the year of death, the
trust is retested. Retesting cannot
improve the ADP. But, it can
make it worse.
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* If the owner died before his RBD,
then 100% must be distributed by
12/31 of the year containing the
10" anniversary of the IRA owner's
death.

¢ If the owner died after his RBD, then
annual distributions are required,
using the life expectancy of the
oldest trust beneficiary, through the
ninth year, using the reduce by one
method and using the single life
table. In the last year, the
remainder must be withdrawn.

32



Do we have a trust for a
chronically ill or disabled EDB
(evenif there are non-DB
beneficiaries)? If so, we get EDB
freatment, using the life
expectancy of the oldest trust
beneficiary (generally).

Do we have a frust for at ieast one
minor child (and no non-DBs)? If
so, we get EDB tfreatment, using
the life expectancy of the oldest
frust beneficiary (generaiiy].

Do we have a trust for all EDBs? If
so, we get EDB tfreatment, using
the oldest beneficiary’s life
expectancy (generally).

Do we have a trust for a spouse
and no non-DBse2 We get EDB
treatment. If a conduif trustis
used, we get spousal treatment.
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Take care to not
trapincome if
loweringincome
taxesis a priority

parate
multi beneficiary
trusts should be used

Name sub-trusts on
the beneficiary
designation form

Ensure qualification
of see-through status

Address the RMD
(accumulate or
distribute)

If needed, comply
with marital
deductionrules

Conduit or
accumulation

Address distributions
in excess of the RMD

If needed, comply
with SNT rules

Avoiding non-DB
treatment due to
non-human
beneficiaries
(including creditors)

Consider frust
accounting issues

Consider how errors
on beneficiary
designation can be
addressed
proactively

—
DRAFTING THE TRUST

Don't allow IRAs to
satisfy pecuniary
charitable gifts

Address what
happensif thereisa
disclaimer

Is there adequate
flexibility to address
changesin the law

and circumstances?
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