
WHO TO CONTACT DURING THE LIVE EVENT 
 

For Additional Registrations: 

-Call Strafford Customer Service 1-800-926-7926 x10 (or 404-881-1141 x10) 
 

For Assistance During the Live Program: 

-On the web, use the chat box at the bottom left of the screen 
 

If you get disconnected during the program, you can simply log in using your original instructions and PIN. 

 

 

IMPORTANT INFORMATION FOR THE LIVE PROGRAM 
 

This program is approved for 2 CPE credit hours. To earn credit you must: 

 

• Participate in the program on your own computer connection (no sharing) – if you need to register 

additional people, please call customer service at 1-800-926-7926 x10 (or 404-881-1141 x10).  Strafford 

accepts American Express, Visa, MasterCard, Discover. 

 

• Listen on-line via your computer speakers. 

 

• Respond to five prompts during the program plus a single verification code.  You will have to write 

down only the final verification code on the attestation form, which will be emailed to registered 

attendees. 

 

• To earn full credit, you must remain connected for the entire program. 
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Notice 

 ANY TAX ADVICE IN THIS COMMUNICATION IS NOT INTENDED OR WRITTEN BY 

THE SPEAKERS’ FIRMS TO BE USED, AND CANNOT BE USED, BY A CLIENT OR ANY 

OTHER PERSON OR ENTITY FOR THE PURPOSE OF (i) AVOIDING PENALTIES THAT 

MAY BE IMPOSED ON ANY TAXPAYER OR (ii) PROMOTING, MARKETING OR 

RECOMMENDING TO ANOTHER PARTY ANY MATTERS ADDRESSED HEREIN.  

  

You (and your employees, representatives, or agents) may disclose to any and all persons, 

without limitation, the tax treatment or tax structure, or both, of any transaction 

described in the associated materials we provide to you, including, but not limited to, 

any tax opinions, memoranda, or other tax analyses contained in those materials. 

 

The information contained herein is of a general nature and based on authorities that are 

subject to change.  Applicability of the information to specific situations should be 

determined through consultation with your tax adviser. 
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Key Terms of Art 

Anyone entitled to proceeds from an IRA or other 
qualified plan account is a “beneficiary”, but 
“designated beneficiary” is a term of art used by the 
IRS to define the person whose life expectancy is used: 

Examples:  

I leave IRA to my estate and IRA is then distributed in 
kind to my daughter as an inherited IRA.  She is a 
beneficiary, but not a designated beneficiary. 

I leave my IRA to a non-qualifying trust.  It is a 
beneficiary, not a designated beneficiary. 

I leave my IRA to my sister, who dies years later, and it 
passes to my niece.  My niece is a beneficiary, not 
a designated beneficiary. 
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Five Methods of Controlling IRAs After Death 

1. IRA Annuity with restricted payout options elected 
(uncertain creditor protection) 

2. Trusteed IRA with trust distribution terms incorporated 
into the BDF (a simplified conduit trust saving Form 
1041 filing) 

3. Conduit trust (Ex. 2 in Treas. Reg. §1.401(a)(9)-5) 

4. Accumulation trust (Ex. 1 in Treas. Reg. §1.401(a)(9)-5.   

These two varieties together are known as “see through 
trusts”, but not all trusts qualify. 

5.  Non-qualifying trust (which might even be a CRT), which 
only receives 5 year deferral or “ghost stretch”, not a 
“designated beneficiary”, cannot roll to inherited IRA 

 

TAX REPORTING OF IRA BENEFICIARY TRUSTS 

Christopher J. Denicolo & Edwin P. Morrow, III 

 
PREPARED BY EDWIN P. MORROW, III 

9 



Trust As a Designated Beneficiary 

A “see through trust” (conduit or accumulation) is a trust that is a 

designated beneficiary under Treas. Reg. §1.401(a)(9)-4, A-5(b)(1)-(4):  

 

1. the trust must be valid under state law (easy);  

2. it must be irrevocable (also easy, but beware of joint trusts);  

3. beneficiaries must be identifiable (harder to determine than it seems, 

corollary to this is that all beneficiaries must be individuals);  

4. IRA custodian/trustee must receive copy of trust (or alternative 

summary) by October 31 of year after death 

 

These requirements are completely worthless as a practical matter! 

 

For covering the potentially unwritten rules and traps, see the checklists 

in the separate outline and comparison charts –  

There are many more than four issues to consider!   
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Conduit Trust – Example 

Mother age 80 or even if  
Charity might be ultimate beneficiary 

Trust 
 

Discretionary Distributions 
above RMD, but no less than 
total withdrawals from IRA.  
No accumulation! 

Later terms irrelevant: can 
pay to dynasty trust, 
charity, CRT, spray, etc. 

After child’s death, issue 

Mother/Charity is not 
“countable” for 
determining applicable life 
expectancy 

Treas. Reg. § 1.401(a)(9)-5 
Q&A 7 

Only child age 55 is 
counted. 

 

IRA 

Child – age 55 

Grandchild – ages 
15-30 
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Accumulation Trust – Example 

Mother – Age 80 
 

Trust 
 

Discretionary 
Distributions 

Entire Trust outright upon 
Grandchildren reaching 
age 30 

If Grandchildren die 
before reaching age 30, 
to their issue in trust, else 
to “heirs” 

Mother is “countable” for 
determining applicable life 
expectancy 

See PLR 200228025 and 
Treas. Reg. § 1.401(a)(9)-5 
Q&A 7 

If charity is in the pool, 
then no life expectancy! 

Child – age 55 

Grandchildren various ages 
15-30 

IRA 
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Accumulation Trusts 

“It is recommended that practitioners use conduit 

trusts and O/R-2-NLP [“outright to named living 

persons”] trusts as often as possible when drafting 

trusts that are to be named as beneficiary of 

retirement benefits, since these are among the few 

types of trusts where we have clear guidance that it 

‘works’.” 
 

- Natalie B. Choate, Life and Death Planning for Retirement Benefits, 

(6th edition), Ataxplan Publications, 2006, page 318. 
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Accumulation Trusts 

When do we stop looking to identify 

beneficiaries? 

 

Contrast PLRs 2002-28025, with the recent 

taxpayer friendly PLR 2013-20021.  

 

There are still unanswered questions surrounding 

accumulation trusts – why would the IRS not 

consider default beneficiaries by law but consider 

those named in the document? It makes no sense. 

PREPARED BY EDWIN P. MORROW, III 
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Conduit Trusts 

1) Easy to draft (but see how even this could be 

botched in the checklist material) 

2) Easy to administer, understand, account for 

3) No 39.6% + state high income tax rate trapping 

4) Trusteed IRA is basically a simplified conduit 

5) Biggest Practical Uses: When someone wants a 

charity or older party as remainderman (e.g. I want 

to benefit my wife, then the Ohio State University 

after my wife dies). For GST non-exempt trust. 

6) Has a tax deferral advantage for married couples 

over accumulation trust, especially pre-70 ½. 

PREPARED BY EDWIN P. MORROW, III 
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The Mathematics of Pension & IRA Minimum Distribution Rules 
The Six Methods that Required Minimum Distributions are Paid Out From IRAs and Other Qualified Retirement Plans 

METHOD 1- 
"UNIFORM LIFE 

EXPECTANCY 
METHOD" 

METHOD 2- "MUCH 
YOUNGER SPOUSE 

METHOD" 

METHOD 3- 
"RECALCULATED 

ONE LIFE METHOD" 

METHOD 4- "NON-
RECALCULATED ONE 

LIFE METHOD" 

METHOD 5- "AT 
LEAST AS RAPIDLY 

METHOD" 

METHOD 6- "FIVE 
YEAR RULE 
METHOD" 

WHEN USED: 
 
A. During the lifetime 
of the Participant, after 
the Participant reaches 
his or her Required 
Beginning Date (April 1 
of the year after he or 
she attains the age of 
70-1/2), unless the 
Participant's spouse is 
named as the sole 
beneficiary of the Plan 
and said spouse is 
more than 10 years 
younger than the 
Participant. 
 
B. If a surviving spouse 
(i) inherits the 
Participant's Plan as 
the sole beneficiary, 
and (ii) rolls over the 
Plan into his or her IRA.  
 
 

WHEN USED: 
 
A. During the lifetime of the 
Participant, once the 
Participant  reaches his or 
her Required Beginning 
Date, but only if the 
Participant's spouse is 
named as the sole 
beneficiary of the Plan and 
said spouse is more than 10 
years younger than the 
Participant. 
 
B. If a surviving spouse (i) 
inherits the Participant's 
Plan as the sole beneficiary, 
(ii) rolls over the Plan into 
his or her IRA, (iii) 
subsequently marries a 
spouse who is more than 10 
years younger than the 
surviving spouse, and (iv) 
the new spouse named as 
the sole beneficiary of 
surviving spouse's IRA.   
 

WHEN USED: 
 
A. After the death of the 
Participant, where the 
Participant's spouse is 
named as the sole 
beneficiary of the Plan 
(or is the sole 
Designated Beneficiary 
of a Conduit Trust to 
which the Plan is 
payable). 
 

WHEN USED: 
 
A. After the death of the 
Participant, where (i) 
the Participant's spouse  
is not named as the sole 
beneficiary of the Plan 
(or is the Designated 
Beneficiary of an 
Accumulation Trust to 
which the Plan is 
payable), (ii)a non-
spouse individual is 
named as the 
beneficiary of the Plan, 
or (iii)the Participant's 
spouse has not rolled 
over the Participant's 
Plan into his or her own 
IRA, names a beneficiary  
of the Plan, and later 
dies.  

WHEN USED: 
 
A. After the death of a 
Participant  reaches his 
or her Required 
Beginning Date, where a 
non-individual  (i.e., the 
Participant's estate, a 
corporation or other 
business entity, or a 
trust that does not 
qualify as a Conduit 
Trust or an 
Accumulation Trust) is 
named as a beneficiary 
of the Plan. 

WHEN USED: 
 
A. After the death of a 
Participant  reaches his or 
her Required Beginning 
Date, where (i) no 
Designated Beneficiary is 
named with respect to the 
Plan, or (ii)the Participant's 
life expectancy is longer 
than the Designated 
Beneficiary's life 
expectancy.   However, if  
the Participant named a 
Designated Beneficiary (i.e., 
an individual or a Trust that 
qualifies as a Conduit Trust 
or an Accumulation Trust), 
and the  Designated 
Beneficiaries' life 
expectancy is longer than 
the Participant's, then this 
Method is not required to 
apply and the applicable 
Method to the left can 
apply.  
 

NORMAL PLAN 
PARTICIPANT 

PLAN PARTICIPANT 
WITH TROPHY SPOUSE 

SURVIVING SPOUSE 
WITHOUT ROLLOVER NON-SPOUSE WITH 

STRETCHES 

IF BENEFICIARY IS OLDER THAN 
PARTICIPANT-PARTICIPANT DIED 

AFTER REQUIRED BEGINNING DATE IF ALL ELSE FAILS 

WHICH TABLE TO USE: 
 
Uniform Lifetime Table, 
based on the age of the 
Participant or surviving 
spouse, as applicable. 

WHICH TABLE TO USE: 
 
Joint Life and Last 
Survivor Expectancy 
Table, based on the 
ages of the Participant 
and his or her spouse, 
or on the ages of the 
Participant's surviving 
spouse and his or her 
new spouse. 

WHICH TABLE TO USE: 
 
Single Life Table, 
recalculated annually 
based on the surviving 
spouse's age. 
May be eligible for 
delayed required 
beginning date if 
decedent was under 
age 70 ½. 

WHICH TABLE TO USE: 
 
Single Life Table; the 
applicable divisor based 
on the beneficiary's age 
in the calendar year 
after the year of the 
Participant's death is 
used , and is subtracted 
for one for each 
subsequent year 
thereafter. 

WHICH TABLE TO USE: 
 
Single Life Table, based 
upon the life expectancy of 
the deceased Participant 
as if he or she were still 
living, with the applicable 
divisor reduced by one in 
each calendar year after 
the first calendar year 
following the Participant's 
death. 

WHICH TABLE TO USE: 
 
None; all benefits must 
be distributed from the 
Plan by the end of the 
fifth calendar year after 
the Participant's death. 

ALTERNATIVE 
METHOD 

WHEN USED: 
 
A. If and when the 
beneficiary would like to 
receive a life annuity it 
would be possible to 
invest the IRA assets 
with an insurance 
company in exchange 
for an annuity contract 
that will pay a set fixed 
amount to the 
beneficiary each year or 
more frequently for life.  
This is called an 
annuitized IRA. 

WHICH TABLE TO USE: 
 
N/A 
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Chart to Demonstrate Minimum Distribution Rule Calculations for an Individual Who Begins Receiving 
Distributions at Age 70 (or Designated Beneficiary) Where Distributions Began at Age 70. Also Displayed in 

Percentages Based Off of the Applicable Divisor % = 1 ÷ Divisor 

Age 
Likelihood of 

Having Died 

METHOD 1 

Participant Is Treated as if 

Married to a Spouse 10 

Years Younger (whether 

married or not) (Using the 

“Uniform Lifetime Table”) 

METHOD 2 

Participant Married to 

Spouse More than 10 

Years Younger 

(Using the “Joint and 

Survivor Table” with a 

Spouse 15 years Younger 

than the Participant) 

METHOD 3 

Individual Designated 

Beneficiary with 

Recalculation of Life 

Expectancy (Using the 

“Single Life Table,” 

Recalculated Annually) 

METHOD 4 

Individual Designated 

Beneficiary with No 

Recalculation of Life 

Expectancy (Using the 

“Single Life Table,” Not 

Recalculated Annually) 

70 0.5% 27.4 / 3.65% 31.1  / 3.21% 17.0 / 5.88%  17.0 / 5.88% 

71 1.2% 26.5 / 3.77% 30.1 / 3.32% 16.3 / 6.13% 16.0 / 6.25%  

72 2.3% 25.6 / 3.91%  29.2 / 3.42% 15.5 / 6.45% 15.0 / 6.67% 

73 3.6% 24.7 / 4.05%  28.3 / 3.53% 14.8 / 6.76%  14.0 / 7.14% 

74 5.1% 23.8 / 4.20% 27.4 / 3.65%  14.1 / 7.09% 13.0 / 7.69% 

75 7.0% 22.9 / 4.37% 26.5 / 3.77% 13.4 / 7.46% 12.0 / 8.33% 

76 9.1% 22.0 / 4.55% 25.6 / 3.91% 12.7 / 7.87% 11.0 / 9.09% 

77 11.5% 21.2 / 4.72%  24.7 / 4.05% 12.1 / 8.26% 10.0 / 10.00% 

78 14.3% 20.3 / 4.93%  23.8 / 4.20%  11.4 / 8.77% 9.0 / 11.11% 

79 17.6% 19.5 / 5.13% 22.9 / 4.37% 10.8 / 9.26% 8.0 / 12.50% 

80 21.4% 18.7 / 5.35% 22.1 / 4.52%  10.2 / 9.80% 7.0 / 14.29%  

81 25.7% 17.9 / 5.59% 21.2 / 4.72%  9.7 / 10.31% 6.0 / 16.66% 

82 30.5% 17.1 / 5.85% 20.4 / 4.90% 9.1 / 10.99% 5.0 / 20.00% 

83 35.9% 16.3 / 6.13%  19.5 / 5.13%  8.6 / 11.62% 4.0 / 25.00% 

84 41.6% 15.5 / 6.45% 18.7 / 5.35% 8.1 / 12.35% 3.0 / 33.33% 

85 47.5% 14.8 / 6.76% 17.9 / 5.59% 7.6 / 13.16% 2.0 / 50.00% 
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Chart to Demonstrate Minimum Distribution Rule Calculations for an Individual Who Begins Receiving 
Distributions at Age 70 (or Designated Beneficiary) Where Distributions Began at Age 70. Also Displayed in 

Percentages Based Off of the Applicable Divisor % = 1 ÷ Divisor 

Age 
Likelihood of 

Having Died 

METHOD 1 

Participant Is Treated as if 

Married to a Spouse 10 

Years Younger (whether 

married or not) (Using the 

“Uniform Lifetime Table”) 

METHOD 2 

Participant Married to 

Spouse More than 10 

Years Younger 

(Using the “Joint and 

Survivor Table” with a 

Spouse 15 years Younger 

than the Participant) 

METHOD 3 

Individual Designated 

Beneficiary with 

Recalculation of Life 

Expectancy (Using the 

“Single Life Table,” 

Recalculated Annually) 

METHOD 4 

Individual Designated 

Beneficiary with No 

Recalculation of Life 

Expectancy (Using the 

“Single Life Table,” Not 

Recalculated Annually) 

86 53.3% 14.1/7.09% 17.1/5.85% 7.1/14.08% 1.0/100.00% 

87 59.0% 13.4/7.43% 16.4/6.10% 6.7/14.93% N/A 

88 64.6% 12.7/7.87% 15.6/6.41% 6.3/15.87% N/A 

89 70.1% 12.0/8.33% 14.9/6.71% 5.9/16.95% N/A 

90 75.1% 11.4/8.77% 14.2/7.04% 5.5/18.18% N/A 

91 79.7% 10.8/9.26% 13.5/7.41% 5.2/19.23% N/A 

92 83.8% 10.2/9.80% 12.8/7.81% 4.9/20.41% N/A 

93 87.3% 9.6/10.42% 12.1/8.26% 4.6/21.74% N/A 

94 90.3% 9.1/10.99% 11.5/8.70% 4.2/22.26% N/A 

95 92.7% 8.6/11.63% 10.9/9.17% 4.1/24.39% N/A 

96 94.6% 8.1/12.35% 10.3/9.71% 3.8/26.32% N/A 

97 96.1% 7.6/13.16% 9.7/10.31% 3.6/27.78% N/A 

98 97.3% 7.1/14.08% 9.2/10.87% 3.4/29.41% N/A 

99 98.1% 6.7/14.93% 8.6/11.63% 3.1/32.26% N/A 

100 98.7% 6.3/15.87% 8.1/12.35% 2.9/34.48% N/A 
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Joint and Last Survivor Table 

Example:  
 
An 80 year old Participant is married to a spouse age 61.  The 
applicable distribution period under this example is equal to 
25.1 years.  The Required Minimum Distribution for the year 
would equal 3.98% (1 ÷ 25.1) of the account balance.   
 
The following year, the distribution period would be 
recalculated.  The applicable distribution period would now 
be 24.2 years, and the Required Minimum Distribution would 
equal 4.13% (1 ÷ 24.2) of the account balance. 
 
In Year 3, the applicable distribution period would be 23.4, 
and the Required Minimum Distribution would equal 4.27% 
(1 ÷ 23.4) of the account balance.   
 
The applicable distribution period is recalculated for each 
subsequent year to calculate the Required Minimum 
Distribution.  
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The Mathematics of Pension & IRA Minimum Distribution Rules 
Uniform Lifetime Table 

Example:  
A 70 year old Participant’s applicable distribution period is 27.4 
years.  The Required Minimum Distribution for the year would 
equal 3.65% (1 ÷ 27.4) of the account balance.   
 
The following year, the distribution period would be 
recalculated.  The applicable distribution period would now be 
26.5 years, and the Required Minimum Distribution would 
equal 3.77% (1 ÷ 26.5) of the account balance. 
 
In Year 3, the applicable distribution period would be 25.6, and 
the Required Minimum Distribution would equal 3.91% (1 ÷ 
25.6) of the account balance.   
 
The applicable distribution period is recalculated for each 
subsequent year to calculate the Required Minimum 
Distribution.  
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The Mathematics of Pension & IRA Minimum Distribution Rules 
Single Life Table 

Example:  
A 35 year old is a beneficiary of his father’s IRA.  His 
applicable distribution period is 48.5 years.  The Required 
Minimum Distribution for the year would equal 2.06% (1 ÷ 
48.5) of the account balance.   
 
The following year, the distribution period is NOT 
recalculated, instead the period is reduced by one to 47.5 
years.  The Required Minimum Distribution would equal 
2.11% (1 ÷ 47.5) of the account balance. 
 
In Year 3, the distribution period would be 46.5 and the 
Required Minimum Distribution would equal 2.15% (1 ÷ 
46.5) of the account balance.   
 
The distribution period is never recalculated, and will be 
reduced by one each subsequent year to calculate the 
Required Minimum Distributions.  

 

TAX REPORTING OF IRA BENEFICIARY TRUSTS 

Christopher J. Denicolo & Edwin P. Morrow, III 

 
PREPARED BY EDWIN P. MORROW, III 

21 



The Mathematics of Pension and IRA Minimum Distribution Rules: 
Running the Numbers Can Have a Very Good Impact on 
Understanding and Explaining How These Rules Work 

It is important to understand how the different pay out methods can affect the longevity of the IRA/Plan after the 
death of the Plan Participant.  For example when a surviving spouse is the sole beneficiary of an IRA/Plan, he or 
she has the option to either roll over the inherited IRA/Plan into his or her own, or elect to be treated as a 
beneficiary.  The election by the surviving spouse can have a major effect on the amount and timing of 
distributions. Spreadsheets can be created, such as the ones in Slides 10-11 that can analyze the situation and 
determine the best course of action for the beneficiary.  This spreadsheet can also provide clients with an 
estimate of the dates and amount of the Required Minimum Distributions from the IRA/Plan, as well as an 
estimate of the account balance based on a hypothetical rate of return.    

 

The next two slides analyze a situation in which a surviving spouse age 50 is deciding whether or not she will elect 
to roll over the IRA/Plan into her own.  We have assumed that the IRA portfolio will grow at a 6% rate of return 
and has a beginning balance of $1,000,000.  In this situation it is clear that the surviving spouse should roll over 
the IRA, if she does not need the money.  If the surviving spouse rolls over the IRA, the balance at age 85 will be 
$3,780,764.34, while the balance if she elects to be treated as a beneficiary will only be $919,674.28, a difference 
of $2,861,090.06.   If the surviving spouse can reinvest the Required Minimum Distributions in an investment 
account in after tax rate of return of 5% the balances of these accounts at age 85 will be $6,425,706.06 for the 
rolled over IRA  and $4,590,468.88 for the non rolled over IRA.  The following slides provide a detailed 
spreadsheet for each of the two options, as well as a graph that shows the account balances each year. 
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Method 1 Chart 
50 Year Old Surviving Spouse Rolls Over Inherited IRA Into Own IRA-Stretch  

Required Minimum Distributions for Life, With Income Tax at 39.6% 
A B C D E F G H I J K L M A B

Year Age

Beginning 

Balance (Value 

at End of Prior 

Calendar Year)  Growth at 6% 

Required 

Minimum 

Distributions 

Percentage at 

Applicable Age

Required 

Minimum 

Distributions

Income Tax on 

Required 

Minimum 

Distributions 

(39.6% Income 

Tax Rate)

Ending Balance (Value 

at End of Calendar Year, 

Assuming That Required 

Minimum Distributions 

are Made on Dec. 31)

Investment of 

Required Minimum 

Distributions 

(Column F Minus 

Column G)

After Tax Growth 

on Required 

Minimum 

Distributions 

Investment (5%)

Ending Balance 

of Required 

Minimum 

Distributions 

Investment 

Account

Total IRA Account and 

Required Minimum 

Distributions Investment 

Account Balance (Column 

H Plus Column K)

Column L minus 

25% of Column H Year Age

0 50 $1,000,000.00 $60,000.00 0.00% $0.00 $0.00 $1,060,000.00 $0.00 $0.00 $0.00 $1,060,000.00 $795,000.00 0 50

1 51 $1,060,000.00 $63,600.00 0.00% $0.00 $0.00 $1,123,600.00 $0.00 $0.00 $0.00 $1,123,600.00 $842,700.00 1 51

2 52 $1,123,600.00 $67,416.00 0.00% $0.00 $0.00 $1,191,016.00 $0.00 $0.00 $0.00 $1,191,016.00 $893,262.00 2 52

3 53 $1,191,016.00 $71,460.96 0.00% $0.00 $0.00 $1,262,476.96 $0.00 $0.00 $0.00 $1,262,476.96 $946,857.72 3 53

4 54 $1,262,476.96 $75,748.62 0.00% $0.00 $0.00 $1,338,225.58 $0.00 $0.00 $0.00 $1,338,225.58 $1,003,669.18 4 54

5 55 $1,338,225.58 $80,293.53 0.00% $0.00 $0.00 $1,418,519.11 $0.00 $0.00 $0.00 $1,418,519.11 $1,063,889.33 5 55

6 56 $1,418,519.11 $85,111.15 0.00% $0.00 $0.00 $1,503,630.26 $0.00 $0.00 $0.00 $1,503,630.26 $1,127,722.69 6 56

7 57 $1,503,630.26 $90,217.82 0.00% $0.00 $0.00 $1,593,848.07 $0.00 $0.00 $0.00 $1,593,848.07 $1,195,386.06 7 57

8 58 $1,593,848.07 $95,630.88 0.00% $0.00 $0.00 $1,689,478.96 $0.00 $0.00 $0.00 $1,689,478.96 $1,267,109.22 8 58

9 59 $1,689,478.96 $101,368.74 0.00% $0.00 $0.00 $1,790,847.70 $0.00 $0.00 $0.00 $1,790,847.70 $1,343,135.77 9 59

10 60 $1,790,847.70 $107,450.86 0.00% $0.00 $0.00 $1,898,298.56 $0.00 $0.00 $0.00 $1,898,298.56 $1,423,723.92 10 60

11 61 $1,898,298.56 $113,897.91 0.00% $0.00 $0.00 $2,012,196.47 $0.00 $0.00 $0.00 $2,012,196.47 $1,509,147.35 11 61

12 62 $2,012,196.47 $120,731.79 0.00% $0.00 $0.00 $2,132,928.26 $0.00 $0.00 $0.00 $2,132,928.26 $1,599,696.20 12 62

13 63 $2,132,928.26 $127,975.70 0.00% $0.00 $0.00 $2,260,903.96 $0.00 $0.00 $0.00 $2,260,903.96 $1,695,677.97 13 63

14 64 $2,260,903.96 $135,654.24 0.00% $0.00 $0.00 $2,396,558.19 $0.00 $0.00 $0.00 $2,396,558.19 $1,797,418.64 14 64

15 65 $2,396,558.19 $143,793.49 0.00% $0.00 $0.00 $2,540,351.68 $0.00 $0.00 $0.00 $2,540,351.68 $1,905,263.76 15 65

16 66 $2,540,351.68 $152,421.10 0.00% $0.00 $0.00 $2,692,772.79 $0.00 $0.00 $0.00 $2,692,772.79 $2,019,579.59 16 66

17 67 $2,692,772.79 $161,566.37 0.00% $0.00 $0.00 $2,854,339.15 $0.00 $0.00 $0.00 $2,854,339.15 $2,140,754.36 17 67

18 68 $2,854,339.15 $171,260.35 0.00% $0.00 $0.00 $3,025,599.50 $0.00 $0.00 $0.00 $3,025,599.50 $2,269,199.63 18 68

19 69 $3,025,599.50 $181,535.97 0.00% $0.00 $0.00 $3,207,135.47 $0.00 $0.00 $0.00 $3,207,135.47 $2,405,351.60 19 69

20 70 $3,207,135.47 $192,428.13 3.65% ($117,048.74) ($46,351.30) $3,282,514.86 $70,697.44 $0.00 $70,697.44 $3,353,212.30 $2,532,583.58 20 70

21 71 $3,282,514.86 $196,950.89 3.77% ($123,868.49) ($49,051.92) $3,355,597.27 $74,816.57 $3,534.87 $149,048.88 $3,504,646.14 $2,665,746.83 21 71

22 72 $3,355,597.27 $201,335.84 3.91% ($131,078.02) ($51,906.90) $3,425,855.08 $79,171.12 $7,452.44 $235,672.44 $3,661,527.53 $2,805,063.76 22 72

23 73 $3,425,855.08 $205,551.31 4.05% ($138,698.59) ($54,924.64) $3,492,707.80 $83,773.95 $11,783.62 $331,230.01 $3,823,937.81 $2,950,760.86 23 73

24 74 $3,492,707.80 $209,562.47 4.20% ($146,752.43) ($58,113.96) $3,555,517.84 $88,638.47 $16,561.50 $436,429.98 $3,991,947.82 $3,103,068.36 24 74

25 75 $3,555,517.84 $213,331.07 4.37% ($155,262.79) ($61,484.06) $3,613,586.13 $93,778.72 $21,821.50 $552,030.20 $4,165,616.33 $3,262,219.80 25 75

26 76 $3,613,586.13 $216,815.17 4.55% ($164,253.91) ($65,044.55) $3,666,147.38 $99,209.36 $27,601.51 $678,841.08 $4,344,988.45 $3,428,451.61 26 76

27 77 $3,666,147.38 $219,968.84 4.72% ($172,931.48) ($68,480.87) $3,713,184.74 $104,450.61 $33,942.05 $817,233.74 $4,530,418.48 $3,602,122.30 27 77

28 78 $3,713,184.74 $222,791.08 4.93% ($182,915.50) ($72,434.54) $3,753,060.32 $110,480.96 $40,861.69 $968,576.40 $4,721,636.72 $3,783,371.64 28 78

29 79 $3,753,060.32 $225,183.62 5.13% ($192,464.63) ($76,215.99) $3,785,779.31 $116,248.64 $48,428.82 $1,133,253.85 $4,919,033.16 $3,972,588.33 29 79

30 80 $3,785,779.31 $227,146.76 5.35% ($202,448.09) ($80,169.44) $3,810,477.98 $122,278.65 $56,662.69 $1,312,195.19 $5,122,673.17 $4,170,053.67 30 80

31 81 $3,810,477.98 $228,628.68 5.59% ($212,875.86) ($53,218.97) $3,826,230.79 $159,656.90 $65,609.76 $1,537,461.85 $5,363,692.64 $4,407,134.94 31 81

32 82 $3,826,230.79 $229,573.85 5.85% ($223,756.19) ($55,939.05) $3,832,048.45 $167,817.14 $76,873.09 $1,782,152.08 $5,614,200.53 $4,656,188.42 32 82

33 83 $3,832,048.45 $229,922.91 6.13% ($235,095.00) ($58,773.75) $3,826,876.36 $176,321.25 $89,107.60 $2,047,580.94 $5,874,457.30 $4,917,738.21 33 83

34 84 $3,826,876.36 $229,612.58 6.45% ($246,895.25) ($61,723.81) $3,809,593.69 $185,171.44 $102,379.05 $2,335,131.42 $6,144,725.11 $5,192,326.69 34 84

35 85 $3,809,593.69 $228,575.62 6.76% ($257,404.98) ($64,351.24) $3,780,764.34 $193,053.73 $116,756.57 $2,644,941.72 $6,425,706.06 $5,480,514.98 35 85

36 86 $3,780,764.34 $226,845.86 7.09% ($268,139.31) ($67,034.83) $3,739,470.88 $201,104.49 $132,247.09 $2,978,293.30 $6,717,764.18 $5,782,896.46 36 86

37 87 $3,739,470.88 $224,368.25 7.46% ($279,064.99) ($69,766.25) $3,684,774.14 $209,298.74 $148,914.66 $3,336,506.70 $7,021,280.85 $6,100,087.31 37 87

38 88 $3,684,774.14 $221,086.45 7.87% ($290,139.70) ($72,534.92) $3,615,720.89 $217,604.77 $166,825.34 $3,720,936.81 $7,336,657.71 $6,432,727.48 38 88

39 89 $3,615,720.89 $216,943.25 8.33% ($301,310.07) ($75,327.52) $3,531,354.07 $225,982.56 $186,046.84 $4,132,966.21 $7,664,320.28 $6,781,481.76 39 89

40 90 $3,531,354.07 $211,881.24 8.77% ($309,767.90) ($77,441.98) $3,433,467.42 $232,325.93 $206,648.31 $4,571,940.44 $8,005,407.86 $7,147,041.01 40 90

41 91 $3,433,467.42 $206,008.05 9.26% ($317,913.65) ($79,478.41) $3,321,561.81 $238,435.24 $228,597.02 $5,038,972.70 $8,360,534.52 $7,530,144.06 41 91

42 92 $3,321,561.81 $199,293.71 9.80% ($325,643.31) ($81,410.83) $3,195,212.21 $244,232.49 $251,948.64 $5,535,153.83 $8,730,366.03 $7,931,562.98 42 92

43 93 $3,195,212.21 $191,712.73 10.42% ($332,834.60) ($83,208.65) $3,054,090.33 $249,625.95 $276,757.69 $6,061,537.47 $9,115,627.80 $8,352,105.22 43 93

44 94 $3,054,090.33 $183,245.42 10.99% ($335,614.32) ($83,903.58) $2,901,721.43 $251,710.74 $303,076.87 $6,616,325.09 $9,518,046.52 $8,792,616.16 44 94

45 95 $2,901,721.43 $174,103.29 11.63% ($337,409.47) ($84,352.37) $2,738,415.25 $253,057.10 $330,816.25 $7,200,198.44 $9,938,613.69 $9,254,009.88 45 95

46 96 $2,738,415.25 $164,304.91 12.35% ($338,075.96) ($84,518.99) $2,564,644.21 $253,556.97 $360,009.92 $7,813,765.33 $10,378,409.54 $9,737,248.49 46 96

47 97 $2,564,644.21 $153,878.65 13.16% ($337,453.19) ($84,363.30) $2,381,069.67 $253,089.89 $390,688.27 $8,457,543.49 $10,838,613.16 $10,243,345.74 47 97

48 98 $2,381,069.67 $142,864.18 14.08% ($335,361.93) ($83,840.48) $2,188,571.93 $251,521.44 $422,877.17 $9,131,942.11 $11,320,514.03 $10,773,371.05 48 98

49 99 $2,188,571.93 $131,314.32 14.93% ($326,652.53) ($81,663.13) $1,993,233.72 $244,989.40 $456,597.11 $9,833,528.61 $11,826,762.32 $11,328,453.89 49 99

50 100 $1,993,233.72 $119,594.02 15.87% ($316,386.30) ($79,096.58) $1,796,441.44 $237,289.73 $491,676.43 $10,562,494.76 $12,358,936.20 $11,909,825.84 50 100



Method 2 Chart 
50 Year Old Surviving Spouse as a Beneficiary-Inherited IRA-Stretch  
Required Minimum Distributions for Life, With Income Tax at 39.6% 

A B C D E F G H I J K L M A B

Year Age

Beginning 

Balance (Value 

at End of Prior 

Calendar Year)  Growth at 6% 

Required 

Minimum 

Distributions 

Percentage at 

Applicable Age

Required 

Minimum 

Distributions

Income Tax on 

Required 

Minimum 

Distributions 

(39.6% Income 

Tax Rate)

Ending Balance (Value 

at End of Calendar Year, 

Assuming That Required 

Minimum Distributions 

are Made on Dec. 31)

Investment of 

Required Minimum 

Distributions 

(Column F Minus 

Column G)

After Tax Growth 

on Required 

Minimum 

Distributions 

Investment (5%)

Ending Balance 

of Required 

Minimum 

Distributions 

Investment 

Account

Total IRA Account and 

Required Minimum 

Distributions Investment 

Account Balance (Column 

H Plus Column K)

Column L minus 

25% of Column H Year Age

0 50 $1,000,000.00 $60,000.00 2.92% ($29,239.77) ($11,578.95) $1,030,760.23 $17,660.82 $0.00 $17,660.82 $1,048,421.05 $790,730.99 0 50

1 51 $1,030,760.23 $61,845.61 3.00% ($30,953.76) ($12,257.69) $1,061,652.09 $18,696.07 $883.04 $37,239.93 $1,098,892.02 $833,479.00 1 51

2 52 $1,061,652.09 $63,699.13 3.10% ($32,868.49) ($13,015.92) $1,092,482.73 $19,852.57 $1,862.00 $58,954.49 $1,151,437.22 $878,316.54 2 52

3 53 $1,092,482.73 $65,548.96 3.18% ($34,792.44) ($13,777.81) $1,123,239.25 $21,014.64 $2,947.72 $82,916.85 $1,206,156.10 $925,346.29 3 53

4 54 $1,123,239.25 $67,394.35 3.28% ($36,827.52) ($14,583.70) $1,153,806.09 $22,243.82 $4,145.84 $109,306.52 $1,263,112.60 $974,661.08 4 54

5 55 $1,153,806.09 $69,228.37 3.38% ($38,979.94) ($15,436.05) $1,184,054.52 $23,543.88 $5,465.33 $138,315.72 $1,322,370.24 $1,026,356.61 5 55

6 56 $1,184,054.52 $71,043.27 3.48% ($41,256.25) ($16,337.48) $1,213,841.53 $24,918.78 $6,915.79 $170,150.29 $1,383,991.82 $1,080,531.44 6 56

7 57 $1,213,841.53 $72,830.49 3.58% ($43,506.86) ($17,228.72) $1,243,165.16 $26,278.15 $8,507.51 $204,935.95 $1,448,101.11 $1,137,309.82 7 57

8 58 $1,243,165.16 $74,589.91 3.70% ($46,043.15) ($18,233.09) $1,271,711.91 $27,810.07 $10,246.80 $242,992.81 $1,514,704.72 $1,196,776.75 8 58

9 59 $1,271,711.91 $76,302.71 3.83% ($48,724.59) ($19,294.94) $1,299,290.03 $29,429.66 $12,149.64 $284,572.11 $1,583,862.14 $1,259,039.63 9 59

10 60 $1,299,290.03 $77,957.40 3.97% ($51,559.13) ($20,417.41) $1,325,688.31 $31,141.71 $14,228.61 $329,942.42 $1,655,630.73 $1,324,208.66 10 60

11 61 $1,325,688.31 $79,541.30 4.10% ($54,331.49) ($21,515.27) $1,350,898.12 $32,816.22 $16,497.12 $379,255.76 $1,730,153.88 $1,392,429.35 11 61

12 62 $1,350,898.12 $81,053.89 4.26% ($57,485.03) ($22,764.07) $1,374,466.98 $34,720.96 $18,962.79 $432,939.51 $1,807,406.49 $1,463,789.74 12 62

13 63 $1,374,466.98 $82,468.02 4.41% ($60,549.21) ($23,977.49) $1,396,385.79 $36,571.72 $21,646.98 $491,158.20 $1,887,544.00 $1,538,447.55 13 63

14 64 $1,396,385.79 $83,783.15 4.59% ($64,054.39) ($25,365.54) $1,416,114.54 $38,688.85 $24,557.91 $554,404.97 $1,970,519.51 $1,616,490.88 14 64

15 65 $1,416,114.54 $84,966.87 4.76% ($67,434.03) ($26,703.87) $1,433,647.39 $40,730.15 $27,720.25 $622,855.37 $2,056,502.76 $1,698,090.91 15 65

16 66 $1,433,647.39 $86,018.84 4.95% ($70,972.64) ($28,105.17) $1,448,693.59 $42,867.48 $31,142.77 $696,865.61 $2,145,559.21 $1,783,385.81 16 66

17 67 $1,448,693.59 $86,921.62 5.15% ($74,674.93) ($29,571.27) $1,460,940.28 $45,103.66 $34,843.28 $776,812.55 $2,237,752.83 $1,872,517.76 17 67

18 68 $1,460,940.28 $87,656.42 5.38% ($78,545.18) ($31,103.89) $1,470,051.52 $47,441.29 $38,840.63 $863,094.46 $2,333,145.99 $1,965,633.11 18 68

19 69 $1,470,051.52 $88,203.09 5.62% ($82,587.16) ($32,704.52) $1,475,667.45 $49,882.65 $43,154.72 $956,131.83 $2,431,799.28 $2,062,882.42 19 69

20 70 $1,475,667.45 $88,540.05 5.88% ($86,803.97) ($34,374.37) $1,477,403.53 $52,429.60 $47,806.59 $1,056,368.02 $2,533,771.55 $2,164,420.67 20 70

21 71 $1,477,403.53 $88,644.21 6.13% ($90,638.25) ($35,892.75) $1,475,409.49 $54,745.50 $52,818.40 $1,163,931.93 $2,639,341.41 $2,270,489.04 21 71

22 72 $1,475,409.49 $88,524.57 6.45% ($95,187.71) ($37,694.33) $1,468,746.35 $57,493.38 $58,196.60 $1,279,621.90 $2,748,368.25 $2,381,181.66 22 72

23 73 $1,468,746.35 $88,124.78 6.76% ($99,239.62) ($39,298.89) $1,457,631.51 $59,940.73 $63,981.10 $1,403,543.73 $2,861,175.23 $2,496,767.36 23 73

24 74 $1,457,631.51 $87,457.89 7.09% ($103,378.12) ($40,937.74) $1,441,711.28 $62,440.39 $70,177.19 $1,536,161.30 $2,977,872.58 $2,617,444.76 24 74

25 75 $1,441,711.28 $86,502.68 7.46% ($107,590.39) ($42,605.80) $1,420,623.56 $64,984.60 $76,808.06 $1,677,953.96 $3,098,577.52 $2,743,421.63 25 75

26 76 $1,420,623.56 $85,237.41 7.87% ($111,860.12) ($44,296.61) $1,394,000.85 $67,563.51 $83,897.70 $1,829,415.17 $3,223,416.02 $2,874,915.81 26 76

27 77 $1,394,000.85 $83,640.05 8.26% ($115,206.68) ($45,621.85) $1,362,434.22 $69,584.84 $91,470.76 $1,990,470.77 $3,352,904.99 $3,012,296.43 27 77

28 78 $1,362,434.22 $81,746.05 8.77% ($119,511.77) ($47,326.66) $1,324,668.50 $72,185.11 $99,523.54 $2,162,179.42 $3,486,847.92 $3,155,680.79 28 78

29 79 $1,324,668.50 $79,480.11 9.26% ($122,654.49) ($48,571.18) $1,281,494.12 $74,083.31 $108,108.97 $2,344,371.70 $3,625,865.82 $3,305,492.29 29 79

30 80 $1,281,494.12 $76,889.65 9.80% ($125,636.68) ($49,752.12) $1,232,747.09 $75,884.55 $117,218.59 $2,537,474.84 $3,770,221.93 $3,462,035.16 30 80

31 81 $1,232,747.09 $73,964.83 10.31% ($127,087.33) ($50,326.58) $1,179,624.58 $76,760.75 $126,873.74 $2,741,109.33 $3,920,733.91 $3,625,827.77 31 81

32 82 $1,179,624.58 $70,777.48 10.99% ($129,629.08) ($51,333.11) $1,120,772.98 $78,295.96 $137,055.47 $2,956,460.76 $4,077,233.74 $3,797,040.49 32 82

33 83 $1,120,772.98 $67,246.38 11.63% ($130,322.44) ($51,607.69) $1,057,696.92 $78,714.75 $147,823.04 $3,182,998.55 $4,240,695.47 $3,976,271.24 33 83

34 84 $1,057,696.92 $63,461.82 12.35% ($130,579.87) ($51,709.63) $990,578.87 $78,870.24 $159,149.93 $3,421,018.71 $4,411,597.59 $4,163,952.87 34 84

35 85 $990,578.87 $59,434.73 13.16% ($130,339.33) ($51,614.37) $919,674.28 $78,724.95 $171,050.94 $3,670,794.60 $4,590,468.88 $4,360,550.31 35 85

36 86 $919,674.28 $55,180.46 14.08% ($129,531.59) ($51,294.51) $845,323.15 $78,237.08 $183,539.73 $3,932,571.41 $4,777,894.56 $4,566,563.77 36 86

37 87 $845,323.15 $50,719.39 14.93% ($126,167.63) ($49,962.38) $769,874.90 $76,205.25 $196,628.57 $4,205,405.23 $4,975,280.14 $4,782,811.41 37 87

38 88 $769,874.90 $46,192.49 15.87% ($122,202.37) ($48,392.14) $693,865.03 $73,810.23 $210,270.26 $4,489,485.72 $5,183,350.75 $5,009,884.50 38 88

39 89 $693,865.03 $41,631.90 16.95% ($117,604.24) ($46,571.28) $617,892.69 $71,032.96 $224,474.29 $4,784,992.97 $5,402,885.66 $5,248,412.49 39 89

40 90 $617,892.69 $37,073.56 18.18% ($112,344.13) ($44,488.27) $542,622.13 $67,855.85 $239,249.65 $5,092,098.47 $5,634,720.60 $5,499,065.07 40 90

41 91 $542,622.13 $32,557.33 19.23% ($104,350.41) ($41,322.76) $470,829.04 $63,027.65 $254,604.92 $5,409,731.04 $5,880,560.09 $5,762,852.83 41 91

42 92 $470,829.04 $28,249.74 20.41% ($96,087.56) ($38,050.67) $402,991.23 $58,036.89 $270,486.55 $5,738,254.48 $6,141,245.71 $6,040,497.90 42 92

43 93 $402,991.23 $24,179.47 21.74% ($87,606.79) ($34,692.29) $339,563.91 $52,914.50 $286,912.72 $6,078,081.71 $6,417,645.62 $6,332,754.64 43 93

44 94 $339,563.91 $20,373.83 23.26% ($78,968.35) ($31,271.47) $280,969.40 $47,696.88 $303,904.09 $6,429,682.68 $6,710,652.07 $6,640,409.72 44 94

45 95 $280,969.40 $16,858.16 24.39% ($68,529.12) ($27,137.53) $229,298.44 $41,391.59 $321,484.13 $6,792,558.40 $7,021,856.84 $6,964,532.23 45 95

46 96 $229,298.44 $13,757.91 26.32% ($60,341.69) ($23,895.31) $182,714.65 $36,446.38 $339,627.92 $7,168,632.70 $7,351,347.35 $7,305,668.69 46 96

47 97 $182,714.65 $10,962.88 27.78% ($50,754.07) ($20,098.61) $142,923.46 $30,655.46 $358,431.64 $7,557,719.79 $7,700,643.25 $7,664,912.39 47 97

48 98 $142,923.46 $8,575.41 29.41% ($42,036.31) ($16,646.38) $109,462.56 $25,389.93 $377,885.99 $7,960,995.72 $8,070,458.27 $8,043,092.63 48 98

49 99 $109,462.56 $6,567.75 32.26% ($35,310.50) ($13,982.96) $80,719.81 $21,327.54 $398,049.79 $8,380,373.05 $8,461,092.85 $8,440,912.90 49 99

50 100 $80,719.81 $4,843.19 34.48% ($27,834.42) ($11,022.43) $57,728.58 $16,811.99 $419,018.65 $8,816,203.69 $8,873,932.26 $8,859,500.12 50 100
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The Mathematics of Pension and IRA Minimum Distribution Rules: 
Running the Numbers Can Have a Very Good Impact on 
Understanding and Explaining How These Rules Work 

The following three slides demonstrate the importance of making sure the IRA/Plan has a 
designated beneficiary and is not subject to either the 5 Year Rule or the At Least As Rapidly Rule. 
As shown even if Required Minimum Distributions are reinvested the difference in the account 
balances can be significant. 

 

For example we have assumed that the IRA portfolio will grow at a 6% rate of return and has a 
balance of $1,000,000 at the death of the Participant. If the intended IRA beneficiary is age 50, and 
he or she qualifies as a designated beneficiary, the IRA account balance at age 70 will be 
$1,386,506.  The balance of the account if there is no designated beneficiary will be $0.00, due to 
the fact that the entire account balance must be distributed within five years of the death of the 
Participant.  If the beneficiary can reinvest the Required Minimum Distributions in an investment 
account with an after tax rate of return of 5% the balances of the account at age 70 will be 
$2,495,219.  If the IRA account subject to the Five Year Rule was reinvested, the balance would only 
be $1,781,196, a difference of $714,023.  The following slides provide a detailed spreadsheet for 
each of the two options, as well as a graph that shows the account balances each year. 
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Method 4 Chart 
50 Year Old Non-Spouse as a Beneficiary-Inherited IRA-Stretch  

Required Minimum Distributions for Life, With Income Tax at 39.6% 
A B C D E F G H I J K L M A B

Year Age

Beginning 

Balance (Value 

at End of Prior 

Calendar Year)  Growth at 6% 

Required 

Minimum 

Distributions 

Percentage at 

Applicable Age

Required 

Minimum 

Distributions

Income Tax on 

Required 

Minimum 

Distributions 

(39.6% Income 

Tax Rate)

Ending Balance (Value 

at End of Calendar Year, 

Assuming That Required 

Minimum Distributions 

are Made on Dec. 31)

Investment of 

Required Minimum 

Distributions 

(Column F Minus 

Column G)

After Tax Growth 

on Required 

Minimum 

Distributions 

Investment (5%)

Ending Balance 

of Required 

Minimum 

Distributions 

Investment 

Account

Total IRA Account and 

Required Minimum 

Distributions Investment 

Account Balance (Column 

H Plus Column K)

Column L minus 

25% of Column H Year Age

0 50 $1,000,000.00 $60,000.00 2.92% ($29,239.77) ($11,578.95) $1,030,760.23 $17,660.82 $0.00 $17,660.82 $1,048,421.05 $790,730.99 0 50

1 51 $1,030,760.23 $61,845.61 3.01% ($31,046.99) ($12,294.61) $1,061,558.85 $18,752.38 $883.04 $37,296.24 $1,098,855.10 $833,465.38 1 51

2 52 $1,061,558.85 $63,693.53 3.11% ($32,967.67) ($13,055.20) $1,092,284.72 $19,912.47 $1,864.81 $59,073.53 $1,151,358.25 $878,287.07 2 52

3 53 $1,092,284.72 $65,537.08 3.21% ($35,009.13) ($13,863.61) $1,122,812.68 $21,145.51 $2,953.68 $83,172.72 $1,205,985.39 $925,282.22 3 53

4 54 $1,122,812.68 $67,368.76 3.31% ($37,179.23) ($14,722.97) $1,153,002.21 $22,456.25 $4,158.64 $109,787.60 $1,262,789.81 $974,539.26 4 54

5 55 $1,153,002.21 $69,180.13 3.42% ($39,486.38) ($15,636.61) $1,182,695.96 $23,849.77 $5,489.38 $139,126.76 $1,321,822.72 $1,026,148.73 5 55

6 56 $1,182,695.96 $70,961.76 3.55% ($41,939.57) ($16,608.07) $1,211,718.15 $25,331.50 $6,956.34 $171,414.60 $1,383,132.75 $1,080,203.21 6 56

7 57 $1,211,718.15 $72,703.09 3.68% ($44,548.46) ($17,641.19) $1,239,872.78 $26,907.27 $8,570.73 $206,892.60 $1,446,765.37 $1,136,797.18 7 57

8 58 $1,239,872.78 $74,392.37 3.82% ($47,323.39) ($18,740.06) $1,266,941.75 $28,583.33 $10,344.63 $245,820.55 $1,512,762.31 $1,196,026.87 8 58

9 59 $1,266,941.75 $76,016.51 3.97% ($50,275.47) ($19,909.08) $1,292,682.79 $30,366.38 $12,291.03 $288,477.96 $1,581,160.76 $1,257,990.06 9 59

10 60 $1,292,682.79 $77,560.97 4.13% ($53,416.64) ($21,152.99) $1,316,827.12 $32,263.65 $14,423.90 $335,165.51 $1,651,992.63 $1,322,785.85 10 60

11 61 $1,316,827.12 $79,009.63 4.31% ($56,759.79) ($22,476.88) $1,339,076.95 $34,282.91 $16,758.28 $386,206.70 $1,725,283.66 $1,390,514.42 11 61

12 62 $1,339,076.95 $80,344.62 4.50% ($60,318.78) ($23,886.24) $1,359,102.79 $36,432.54 $19,310.34 $441,949.58 $1,801,052.37 $1,461,276.67 12 62

13 63 $1,359,102.79 $81,546.17 4.72% ($64,108.62) ($25,387.01) $1,376,540.33 $38,721.61 $22,097.48 $502,768.67 $1,879,309.00 $1,535,173.92 13 63

14 64 $1,376,540.33 $82,592.42 4.95% ($68,145.56) ($26,985.64) $1,390,987.19 $41,159.92 $25,138.43 $569,067.02 $1,960,054.21 $1,612,307.42 14 64

15 65 $1,390,987.19 $83,459.23 5.21% ($72,447.25) ($28,689.11) $1,401,999.18 $43,758.14 $28,453.35 $641,278.51 $2,043,277.69 $1,692,777.89 15 65

16 66 $1,401,999.18 $84,119.95 5.49% ($77,032.92) ($30,505.04) $1,409,086.20 $46,527.88 $32,063.93 $719,870.32 $2,128,956.53 $1,776,684.97 16 66

17 67 $1,409,086.20 $84,545.17 5.81% ($81,923.62) ($32,441.75) $1,411,707.76 $49,481.86 $35,993.52 $805,345.70 $2,217,053.46 $1,864,126.52 17 67

18 68 $1,411,707.76 $84,702.47 6.17% ($87,142.45) ($34,508.41) $1,409,267.77 $52,634.04 $40,267.29 $898,247.03 $2,307,514.80 $1,955,197.86 18 68

19 69 $1,409,267.77 $84,556.07 6.58% ($92,714.98) ($36,715.13) $1,401,108.85 $55,999.85 $44,912.35 $999,159.23 $2,400,268.08 $2,049,990.87 19 69

20 70 $1,401,108.85 $84,066.53 7.04% ($98,669.64) ($39,073.18) $1,386,505.75 $59,596.46 $49,957.96 $1,108,713.65 $2,495,219.40 $2,148,592.96 20 70

21 71 $1,386,505.75 $83,190.34 7.58% ($105,038.31) ($41,595.17) $1,364,657.78 $63,443.14 $55,435.68 $1,227,592.48 $2,592,250.26 $2,251,085.81 21 71

22 72 $1,364,657.78 $81,879.47 8.20% ($111,857.19) ($44,295.45) $1,334,680.05 $67,561.75 $61,379.62 $1,356,533.85 $2,691,213.90 $2,357,543.89 22 72

23 73 $1,334,680.05 $80,080.80 8.93% ($119,167.86) ($47,190.47) $1,295,592.99 $71,977.39 $67,826.69 $1,496,337.93 $2,791,930.92 $2,468,032.67 23 73

24 74 $1,295,592.99 $77,735.58 9.80% ($127,018.92) ($50,299.49) $1,246,309.65 $76,719.43 $74,816.90 $1,647,874.25 $2,894,183.90 $2,582,606.49 24 74

25 75 $1,246,309.65 $74,778.58 10.87% ($135,468.44) ($53,645.50) $1,185,619.79 $81,822.94 $82,393.71 $1,812,090.90 $2,997,710.69 $2,701,305.75 25 75

26 76 $1,185,619.79 $71,137.19 12.20% ($144,587.78) ($57,256.76) $1,112,169.20 $87,331.02 $90,604.55 $1,990,026.47 $3,102,195.66 $2,824,153.37 26 76

27 77 $1,112,169.20 $66,730.15 13.89% ($154,467.94) ($61,169.31) $1,024,431.40 $93,298.64 $99,501.32 $2,182,826.43 $3,207,257.83 $2,951,149.98 27 77

28 78 $1,024,431.40 $61,465.88 16.13% ($165,230.87) ($65,431.43) $920,666.42 $99,799.45 $109,141.32 $2,391,767.20 $3,312,433.61 $3,082,267.01 28 78

29 79 $920,666.42 $55,239.98 19.23% ($177,051.23) ($70,112.29) $798,855.17 $106,938.95 $119,588.36 $2,618,294.50 $3,417,149.67 $3,217,435.88 29 79

30 80 $798,855.17 $47,931.31 23.81% ($190,203.61) ($75,320.63) $656,582.87 $114,882.98 $130,914.73 $2,864,092.21 $3,520,675.08 $3,356,529.36 30 80

31 81 $656,582.87 $39,394.97 31.25% ($205,182.15) ($81,252.13) $490,795.69 $123,930.02 $143,204.61 $3,131,226.84 $3,622,022.53 $3,499,323.61 31 81

32 82 $490,795.69 $29,447.74 45.45% ($223,088.95) ($88,343.22) $297,154.48 $134,745.73 $156,561.34 $3,422,533.90 $3,719,688.39 $3,645,399.77 32 82

33 83 $297,154.48 $17,829.27 83.33% ($247,628.74) ($98,060.98) $67,355.02 $149,567.76 $171,126.70 $3,743,228.36 $3,810,583.37 $3,793,744.62 33 83

34 84 $67,355.02 $4,041.30 100.00% ($67,355.02) ($26,672.59) $4,041.30 $40,682.43 $187,161.42 $3,971,072.20 $3,975,113.50 $3,974,103.18 34 84

35 85 $4,041.30 $242.48 0.00% $0.00 $0.00 $4,283.78 $0.00 $198,553.61 $4,169,625.81 $4,173,909.59 $4,172,838.65 35 85

36 86 $4,283.78 $257.03 0.00% $0.00 $0.00 $4,540.81 $0.00 $208,481.29 $4,378,107.10 $4,382,647.91 $4,381,512.71 36 86

37 87 $4,540.81 $272.45 0.00% $0.00 $0.00 $4,813.25 $0.00 $218,905.36 $4,597,012.46 $4,601,825.71 $4,600,622.40 37 87

38 88 $4,813.25 $288.80 0.00% $0.00 $0.00 $5,102.05 $0.00 $229,850.62 $4,826,863.08 $4,831,965.13 $4,830,689.62 38 88

39 89 $5,102.05 $306.12 0.00% $0.00 $0.00 $5,408.17 $0.00 $241,343.15 $5,068,206.24 $5,073,614.41 $5,072,262.37 39 89

40 90 $5,408.17 $324.49 0.00% $0.00 $0.00 $5,732.66 $0.00 $253,410.31 $5,321,616.55 $5,327,349.21 $5,325,916.05 40 90

41 91 $5,732.66 $343.96 0.00% $0.00 $0.00 $6,076.62 $0.00 $266,080.83 $5,587,697.38 $5,593,774.00 $5,592,254.84 41 91

42 92 $6,076.62 $364.60 0.00% $0.00 $0.00 $6,441.22 $0.00 $279,384.87 $5,867,082.24 $5,873,523.46 $5,871,913.16 42 92

43 93 $6,441.22 $386.47 0.00% $0.00 $0.00 $6,827.69 $0.00 $293,354.11 $6,160,436.36 $6,167,264.05 $6,165,557.13 43 93

44 94 $6,827.69 $409.66 0.00% $0.00 $0.00 $7,237.35 $0.00 $308,021.82 $6,468,458.17 $6,475,695.53 $6,473,886.19 44 94

45 95 $7,237.35 $434.24 0.00% $0.00 $0.00 $7,671.60 $0.00 $323,422.91 $6,791,881.08 $6,799,552.68 $6,797,634.78 45 95

46 96 $7,671.60 $460.30 0.00% $0.00 $0.00 $8,131.89 $0.00 $339,594.05 $7,131,475.14 $7,139,607.03 $7,137,574.06 46 96

47 97 $8,131.89 $487.91 0.00% $0.00 $0.00 $8,619.81 $0.00 $356,573.76 $7,488,048.89 $7,496,668.70 $7,494,513.75 47 97

48 98 $8,619.81 $517.19 0.00% $0.00 $0.00 $9,136.99 $0.00 $374,402.44 $7,862,451.34 $7,871,588.33 $7,869,304.08 48 98

49 99 $9,136.99 $548.22 0.00% $0.00 $0.00 $9,685.21 $0.00 $393,122.57 $8,255,573.91 $8,265,259.12 $8,262,837.82 49 99

50 100 $9,685.21 $581.11 0.00% $0.00 $0.00 $10,266.33 $0.00 $412,778.70 $8,668,352.60 $8,678,618.93 $8,676,052.35 50 100



Method 6 Chart 
50 Year Old Surviving Spouse as a Beneficiary of Inherited IRA 

Full Withdrawal of IRA Required Within 5 Years 
A B C D F G H I J K L M A B

Year Age

Beginning 

Balance (Value 

at End of Prior 

Calendar Year)  Growth at 6% 

Complete 

Distribution at 

Age 55

Income Tax on 

Distributions 

(39.6% Income 

Tax Rate)

Ending Balance (Value 

at End of Calendar Year, 

Assuming That 

Distribution is Made on 

Dec. 31)

Investment of 

Distributions 

(Column F Minus 

Column G)

After Tax Growth 

on Distributions 

Investment (5%)

Ending Balance 

of Distribution 

Investment 

Account

Total IRA Account 

and Required 

Minimum 

Distributions 

Investment 

Account Balance 

(Column H Plus 

Column K)

Column L minus 25% 

of Column H Year Age

0 50 $1,000,000.00 $60,000.00 $0.00 $0.00 $1,060,000.00 $0.00 $0.00 $0.00 $1,060,000.00 $795,000.00 0 50

1 51 $1,060,000.00 $63,600.00 $0.00 $0.00 $1,123,600.00 $0.00 $0.00 $0.00 $1,123,600.00 $842,700.00 1 51

2 52 $1,123,600.00 $67,416.00 $0.00 $0.00 $1,191,016.00 $0.00 $0.00 $0.00 $1,191,016.00 $893,262.00 2 52

3 53 $1,191,016.00 $71,460.96 $0.00 $0.00 $1,262,476.96 $0.00 $0.00 $0.00 $1,262,476.96 $946,857.72 3 53

4 54 $1,262,476.96 $75,748.62 $0.00 $0.00 $1,338,225.58 $0.00 $0.00 $0.00 $1,338,225.58 $1,003,669.18 4 54

5 55 $1,338,225.58 $80,293.53 ($1,418,519.11) ($561,733.57) $0.00 $856,785.54 $0.00 $856,785.54 $856,785.54 $856,785.54 5 55

6 56 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $42,839.28 $899,624.82 $899,624.82 $899,624.82 6 56

7 57 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $44,981.24 $944,606.06 $944,606.06 $944,606.06 7 57

8 58 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $47,230.30 $991,836.37 $991,836.37 $991,836.37 8 58

9 59 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $49,591.82 $1,041,428.18 $1,041,428.18 $1,041,428.18 9 59

10 60 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $52,071.41 $1,093,499.59 $1,093,499.59 $1,093,499.59 10 60

11 61 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $54,674.98 $1,148,174.57 $1,148,174.57 $1,148,174.57 11 61

12 62 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $57,408.73 $1,205,583.30 $1,205,583.30 $1,205,583.30 12 62

13 63 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $60,279.17 $1,265,862.47 $1,265,862.47 $1,265,862.47 13 63

14 64 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $63,293.12 $1,329,155.59 $1,329,155.59 $1,329,155.59 14 64

15 65 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $66,457.78 $1,395,613.37 $1,395,613.37 $1,395,613.37 15 65

16 66 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $69,780.67 $1,465,394.04 $1,465,394.04 $1,465,394.04 16 66

17 67 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $73,269.70 $1,538,663.74 $1,538,663.74 $1,538,663.74 17 67

18 68 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $76,933.19 $1,615,596.93 $1,615,596.93 $1,615,596.93 18 68

19 69 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $80,779.85 $1,696,376.77 $1,696,376.77 $1,696,376.77 19 69

20 70 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $84,818.84 $1,781,195.61 $1,781,195.61 $1,781,195.61 20 70

21 71 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $89,059.78 $1,870,255.39 $1,870,255.39 $1,870,255.39 21 71

22 72 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $93,512.77 $1,963,768.16 $1,963,768.16 $1,963,768.16 22 72

23 73 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $98,188.41 $2,061,956.57 $2,061,956.57 $2,061,956.57 23 73

24 74 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $103,097.83 $2,165,054.40 $2,165,054.40 $2,165,054.40 24 74

25 75 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $108,252.72 $2,273,307.12 $2,273,307.12 $2,273,307.12 25 75

26 76 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $113,665.36 $2,386,972.47 $2,386,972.47 $2,386,972.47 26 76

27 77 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $119,348.62 $2,506,321.10 $2,506,321.10 $2,506,321.10 27 77

28 78 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $125,316.05 $2,631,637.15 $2,631,637.15 $2,631,637.15 28 78

29 79 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $131,581.86 $2,763,219.01 $2,763,219.01 $2,763,219.01 29 79

30 80 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $138,160.95 $2,901,379.96 $2,901,379.96 $2,901,379.96 30 80

31 81 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $145,069.00 $3,046,448.96 $3,046,448.96 $3,046,448.96 31 81

32 82 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $152,322.45 $3,198,771.41 $3,198,771.41 $3,198,771.41 32 82

33 83 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $159,938.57 $3,358,709.98 $3,358,709.98 $3,358,709.98 33 83

34 84 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $167,935.50 $3,526,645.47 $3,526,645.47 $3,526,645.47 34 84

35 85 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $176,332.27 $3,702,977.75 $3,702,977.75 $3,702,977.75 35 85

36 86 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $185,148.89 $3,888,126.64 $3,888,126.64 $3,888,126.64 36 86

37 87 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $194,406.33 $4,082,532.97 $4,082,532.97 $4,082,532.97 37 87

38 88 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $204,126.65 $4,286,659.62 $4,286,659.62 $4,286,659.62 38 88

39 89 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $214,332.98 $4,500,992.60 $4,500,992.60 $4,500,992.60 39 89

40 90 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $225,049.63 $4,726,042.23 $4,726,042.23 $4,726,042.23 40 90

41 91 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $236,302.11 $4,962,344.34 $4,962,344.34 $4,962,344.34 41 91

42 92 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $248,117.22 $5,210,461.55 $5,210,461.55 $5,210,461.55 42 92

43 93 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $260,523.08 $5,470,984.63 $5,470,984.63 $5,470,984.63 43 93

44 94 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $273,549.23 $5,744,533.86 $5,744,533.86 $5,744,533.86 44 94

45 95 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $287,226.69 $6,031,760.56 $6,031,760.56 $6,031,760.56 45 95

46 96 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $301,588.03 $6,333,348.58 $6,333,348.58 $6,333,348.58 46 96

47 97 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $316,667.43 $6,650,016.01 $6,650,016.01 $6,650,016.01 47 97

48 98 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $332,500.80 $6,982,516.81 $6,982,516.81 $6,982,516.81 48 98

49 99 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $349,125.84 $7,331,642.66 $7,331,642.66 $7,331,642.66 49 99

50 100 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $366,582.13 $7,698,224.79 $7,698,224.79 $7,698,224.79 50 100



Comparison of Stretch for Designated Beneficiaries vs. Five Year Rule 
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Senate Finance Committee Proposals 
– 

RESA Would Kill the Stretch IRA 
•This fall, the Senate Finance Committee UNANIMOUSLY (full bipartisan support) approved 
the “Retirement Enhancement and Savings Act of 2016” (“RESA”). 
 

•RESA would change the post‐death RMD (Required Minimum Distribution) rules to 
generally require that all distributions after death (regardless of whether to a “designated 
beneficiary”) be made by the end of the fifth calendar year following the year of death. 
Exceptions would be made for a surviving spouse, disabled, or chronically ill, or an 
individual who is not more than 10 years younger than the decedent, or is a child who has 
not reached the age of majority.  

 

•In addition, RESA would provide that the new 5‐year distribution requirement only applies 
to the extent that the amount of an individual’s aggregate account balances under all IRAs 
and defined contributions plans, determined as of the date of death, exceeds $450,000 
(indexed for inflation) 
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Senate Finance Committee 
Proposals – 

RESA Would Kill the Stretch IRA 
•If passed, there will need to be consideration of different drafting solutions for 
adapting conduit trusts v. accumulation trusts, which are dependent on whether the 
owner/settlor’s goals lean towards asset protection or income tax avoidance. Also 
whether disabled, minor or similar age beneficiaries are named (who would be 
exceptions). 
 

•Some conduit trusts/trusteed IRAs may stay the same, with owners wanting to avoid 
highly compressed trust tax brackets causing much higher income tax on IRA  
distributions, while others may move to an accumulation trust.  
 

•Others might simply scrap the idea of using a stretch trust because of the relatively 
minimal benefits afforded in light of the 5-year rule’s broader application. 
 

 

TAX REPORTING OF IRA BENEFICIARY TRUSTS 

Christopher J. Denicolo & Edwin P. Morrow, III 

 

32 



33 

Senate Finance Committee 
Proposals – 

RESA Would Kill the Stretch IRA 
•Accumulation trusts should be changed – depending on goals, perhaps moving to a modified 
conduit arrangement whereby payments to avoid higher trust income tax rates are encouraged.  
Because we can throw out inane designated beneficiary” rules, we can now add power of 
appointment or other provisions to enable the spraying of income to lower bracket beneficiaries, 
older beneficiaries or charities without destroying any “stretch” tax deferral benefit. 
 

•Because we can throw out inane “designated beneficiary” rules, we can now add power of 
appointment or other provisions to enable the spraying of income to lower bracket beneficiaries, 
older beneficiaries or charities without destroying any “stretch” tax deferral benefit. 
 

•Moreover, we can use the accumulation trust rules against the IRS by naming a contingent 
beneficiary no more than ten years younger as a potential beneficiary.  For example, John, age 60, 
names his children and grandchildren as beneficiary in a dynasty trust, with his 55 year old 
younger sister as a contingent beneficiary – the stretch is preserved based on the 55 year old’s life 
expectancy.  In contrast to outright beneficiary designations that currently offer the same tax 
benefit over using a trust, a trust would now offer much superior “stretch” deferral! 

  

 

TAX REPORTING OF IRA BENEFICIARY TRUSTS 

Christopher J. Denicolo & Edwin P. Morrow, III 

 

33 



The Mathematics of Pension & IRA Minimum Distribution Rules 
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Deadlines for Required Minimum Distributions 

May  1,2015 

•Plan Participant 
Turns Age 70 1/2  

Dec 31, 2015 

•Plan Participant 
has option to take 
Year One 
Required 
Minimum 
Distribution or 
Delay to Year Two 

•  Option One: 
$38,325.00 

•Option Two: No 
Distribution 

April 1, 2016 

•Deadline to take 
Year One 
Required 
Minimum 
Distribution  

•Option One: No 
Distribution  

•Option Two: 
$38,325.00 

Dec 31, 2016 

•Deadline to take 
Year Two 
Required 
Minimum 
Distribution 

•Option One: 
$40,047.15 

•Option Two: 
$41,564.25 

December 31 of all 
subsequent years 

•Deadline to take 
all subsequent 
year's Required 
Minimum 
Distribution 

Year One  Year Two All Subsequent Years  

The Plan Participant should consult with a tax advisor  upon reaching the age 70 ½ to 
determine whether the “first year required payment” should be deferred until the 
following year, based upon the expected tax bracket or rates of asset growth 
applicable to the Plan Participant.   
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The Mathematics of Pension & IRA Minimum Distribution Rules 

Age 70 1/2 First Year Delay Crossover Analysis 

IRA Rate of 

Return 

Option One - No Delay 

of RMD 

Option Two - Delay 

First Year's RMD 
Difference (Two - One) 

1.00% $96,677.33 $96,639.87 $(37.46) 

2.00% $98,601.21 $98,590.34 $(10.87) 

3.00% $100,544.04 $100,564.16 $20.12 

4.00% $102,505.83 $102,561.43 $55.60 

5.00% $104,486.57 $104,582.28 $95.71 

6.00% $106,486.27 $106,626.81 $140.54 

7.00% $108,504.92 $108,695.13 $190.21 

8.00% $110,542.53 $110,787.37 $244.84 
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Age 70½ First Year Delay Crossover Analysis  
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The Mathematics of Pension & IRA Minimum Distribution Rules 

 

THE RULES THAT APPLY TO SEE-THROUGH TRUSTS:  

 

APPLY TO BOTH ACCUMULATION AND 

CONDUIT TRUSTS 

APPLY ONLY TO ACCUMULATION 

TRUSTS 

APPLY ONLY TO CONDUIT 

TRUSTS 
 

Any Accumulation or Conduit Trust must meet the following 

requirements in order for the Stretch Rules to apply: 

 
A. The trust must be valid under state law. 

 
B.  The trust must be irrevocable, at least 

     immediately after the death of the Plan 

     Participant. 

 
C.  The beneficiaries of the trust must be 

     identifiable by being named, or by being 

     members of a class of beneficiaries that 

     makes each person identifiable. 

 
D.  Only Beneficiaries on the Designation 

     Date (September 30 of the year after the 

     Plan Participant’s death) count. 

 
E.  Information must be provided to the Plan 

     Administrator by October 31 of the year 

     after the year of the Plan Participant’s 

     death.   

 
F. Deceased beneficiary exemption. 

 
G.  Special QTIP Marital Deduction Rules 

 

A. Powers of Appointment Must Be Limited Only 

to Certain Appointees. 

 
B. Permit Powers of Appointment Only in Favor of 

Individuals Who Are Younger Than the 

Designated Beneficiary of any Accumulation 

Trust.  

 
C. Programming for Tax Efficiency as Between 

GST and Non-GST Trusts. 

 
D. Contingent Beneficiaries Count for Required 

Minimum Distribution Purposes. 

 
E. Prevent the Adoption or Addition of an Older 

Beneficiary. 

 

A. Distributions Must Be Paid to the Trust 

Beneficiary upon Receipt by the Trustee.   

 
B. Remainder Beneficiaries Do Not Count 

For Required Minimum Distribution 

Purposes.  

 
C. Conduit Trust Can Pay Trust Expenses. 
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The Mathematics of Pension & IRA Minimum Distribution Rules 
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RMD = Required Minimum Distributions 

Accumulation Trust as Beneficiary 
(Distributions can be accumulated) 

Spouse as Sole 
Beneficiary  of 
Accumulation 

Trust 

A Surviving Spouse is not 
eligible to rollover IRA when it 
is payable to an Accumulation 
Trust, do not treat Spouse as 
Sole Individual  Beneficiary.   
 
RMDs begin in year after death 
based on life expectancy of 
Surviving Spouse, NOT 
recalculated annually. 
 

Multiple 
Beneficiaries 

Multiple individual 
beneficiaries RMDs will 

begin in the year following 
the Plan Participant's 

death.   
The RMDs are calculated 

based upon the life 
expectancy of the oldest 

beneficiary using the Single 
Life Table, and are NOT 
recalculated annually. 

1.  Remainder beneficiaries 
will count for purposes of 
deter-  
 mining life expectancy. 
2.  All non-individual 
beneficiaries must be 
eliminated prior to 
September 30th of the year 
following the death of the 
Plan Participant in order for 
the trust to qualify as a  
"see-through" trust.  

Separate Trusts were 
timely established for 

each beneficiary 
before December 
31st of the year 

following the Plan 
Participant's death. 

Sole Individual 
Accumulation Trust 

Beneficiary 

RMDs can either be 
disributed or 

accumulated in trust 
at the discretion of 

the Trustee 

RMDs will begin in the 
year following the 
Plan Participant's 

death.   
 

The RMDs are 
caculated based upon 
the life expectancy of 
the beneficiary using 
the Single Life Table, 

and are NOT 
recalcuated annually. 
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RMD = Required Minimum Distributions 

Conduit Trust as Beneficiary 
(Distributions must be paid 

to beneficiaries immediately 
upon receipt from IRA or 

pension by Trustee) 

Spouse as Sole 
Beneficiary  of 
Conduit Trust 

Spouse's distributions need 
not begin until the later of 
the year following the Plan 
Participant's death, or the 
year in which the Plan 
Participant would have 
reached age 70 1/2.  Treats 
spouse as the sole 
individual beneficiary. 
 
Surviving Spouse will use 
the Single Life Table and 
the RMD Divisor will be 
recalculated annually. 

Multiple Beneficiaries 

The Spouse can rollover 
an IRA/Plan into his or 
her own unless the 
spouse's withdrawal 
right is limited by a 
standard or subject to 
third party discretion.   
 
 
NOTE - RMDs are set at 
Plan Participant's 
death, and will not 
change after the death 
of the Surviving Spouse 

RMDs will begin in the year 
following the Plan Participant's 
death. The RMDs are calculated 
based upon the life expectancy 
of the beneficiary who is to 
receive the required 
distributions of RMDs from the 
trust. 
 
Note - If Plan Participant has a 
longer life expectancy than the 
designated beneficiaries, then 
Plan Participant's life 
expectancy can be used to 
determine RMDs. 

Remainder 
Beneficiaries 

are 
disregarded 

(even if 
charity, 

estate, or 
older 

individual) 

Sole Individual 
Conduit Trust 

Beneficiary 

RMDs will begin in the year 
following the Plan Participant's 
death. The RMDs are calculated 
based upon the life expectancy of 
the beneficiary using the Single 
Life Table, and are NOT  
recalculated annually. 
 
Note - If Plan Participant has a 
longer life expectancy than the 
designated beneficiary, then Plan 
Participant's life expectancy can 
be used to determine RMDs. 

Remainder 
Beneficiaries 
are 
disregarded 
(even if 
charity, estate, 
or older 
individual) 
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The Mathematics of Pension & IRA Minimum Distribution Rules 
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Figure 4.3 – For Surviving Spouse – Participant Dies Before Required Beginning Date 

Plan Participant leaves 
IRA to Surviving Spouse 

and dies before Required 
Beginning Date 

Surviving Spouse 
is the sole 

beneficiary 

Surviving Spouse 
is not the sole 

beneficiary 

Surviving Spouse 
elects to roll over IRA 
and treat it as his or 

her own. 

Surviving Spouse does 
not elect to roll over 

IRA into his or her 
own. 

Distributions will not 
begin until the Spouse 

reaches age 70 1/2.  
Surviving Spouse will 
use the Uniform Life 
Table, and the RMD 

Divisor will be 
recalculated annually. 

Spouse's distributions will not 
begin until the later of the year 
following the Plan Participant's 
Death, or the year in which the 

Plan Participant would have 
reached age 70 1/2.  Surviving 
Spouse will use the Single Life 

Table, recalculated. 

Separate Accounts 
were established 

prior to December 
31st of the year after 
the death of the Plan 

Participant. 

Separate Accounts were 
not established prior to 
December 31st of the 

year after the death of 
the Plan Participant. 

Treat Surviving Spouse as 
if he or she is the sole 

beneficiary of his or her 
share. 

If all beneficiaries are 
individuals, RMDs will begin 
in the year after the year of 

the Plan Participant's 
Death.  The RMDs are 

calculated based upon the 
life expectancy of the oldest 
beneficiary using the Single 

Life Table, and are NOT 
recalculated annually. 

If any beneficiary is a 
non-individual, the IRA 

must be distributed 
within five years of the 

first 12/31 following the 
date of death. 

For discussion of death 
after Required Beginning 

Date - SEE FIGURE 4.4 
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Figure 4.4 – For Surviving Spouse – Participant Dies After Required Beginning Date 

Plan Participant leaves 
IRA to Surviving Spouse 

and dies before 
Required Beginning 

Date 

Surviving Spouse 
is the sole 

beneficiary 

Surviving 
Spouse is not 

the sole 
beneficiary 

Surviving Spouse 
elects to roll over 
IRA and treat it as 

his or her own. 

Surviving Spouse does 
not elect to roll over IRA 

into his or her own. 

Distributions will not 
begin until the Spouse 

reaches age 70 1/2.  
Surviving Spouse will 
use the Uniform Life 
Table, and the RMD 

Divisor will be 
recalculated annually. 

Spouse's distributions will not 
begin until the later of the year 
following the Plan Participant's 
Death, or the year in which the 

Plan Participant would have 
reached age 70 1/2.  Surviving 
Spouse will use the Single Life 

Table, recalculated. 

Separate Accounts were 
established prior to December 

31st of the year after the death of 
the Plan Participant. 

Separate Accounts were not 
established prior to December 

31st of the year after the death of 
the Plan Participant. 

Treat Surviving 
Spouse as if he or she 
is the sole beneficiary 

of his or her share. 

If all beneficiaries are individuals, 
RMDs will begin in the year after 
the year of the Plan Participant's 
Death.  The RMDs are calculated 
based upon the life expectancy of 
the oldest beneficiary using the 
Single Life Table, and are NOT 

recalculated annually. 

If any beneficiary is a non-
individual, the IRA must be 

distributed within five years of 
the first 12/31 following the date 

of death. 

For discussion of death 
after Required 

Beginning Date - SEE 
FIGURE 4.4 
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Figure 4.5 – Participant Dies Leaving No Surviving Spouse with Multiple Beneficiaries Before Required 
Beginning Date 

Plan Participant 
Leaves IRA to 

Multiple 
Beneficiaries 

Plan Participant 
died before his or 

her Required 
Beginning Date 

Separate Accounts were 
not established prior to 
December 31st of the 
year after the death of 

the Plan Participant 

Separate Accounts were 
established prior to December 

31st of the year after the 
death of the Plan Participant 

FIGURE 4.6 shows 
what occurs if Plan 

Participant dies 
after Required 
Beginning Date 

All beneficiaries are 
individuals 

One or more of the 
beneficiaries are non-

individuals (i.e., estate, 
charity, creditors) 

RMDs will begin in the year after the 
year of the Plan Participant's Death.  The 
RMDs are calculated based upon the life 
expectancy of each individual beneficiary 
using the Single Life Table, and are NOT 

recalculated annually. 

RMDs will begin in the year after 
the year of the Plan Participant's 
Death.  The RMDs are calculated 

based upon the life expectancy of 
the oldest beneficiary using the 
Single Life Table, and are NOT 

recalculated annually. 

Account balaance must be 
distributed before 12/31 of the 

calendar year five years after the 
death of the Plan Participant. 
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Figure 4.6 – Participant Dies After Required Beginning Date, Leaving No Surviving Spouse, with 
Multiple Beneficiaries 

Plan Participant Leaves 
IRA to Multiple 

Beneficiaries 

Plan Participant died 
after his or her Required 

Beginning Date 

Separate Accounts were not 
established prior to December 

31st of the year after the death of 
the Plan Participant 

Separate Accounts were 
established prior to December 

31st of the year after the death of 
the Plan Participant 

FIGURE 4.5 shows what 
occurs if Plan Participant 

dies before Required 
Beginning Date 

All beneficiaries are 
individuals 

One or more of the 
beneficiaries are non-

individuals (i.e., estate, 
charity, creditors) 

RMDs will begin in the year after the year of the 
Plan Participant's Death.  The RMDs are 

calculated based upon the life expectancy of 
each individual beneficiary using the Single Life 

Table, and are NOT recalculated annually. 

Account balance must 
be distributed using 

the "at least as 
rapidly" rule. 
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The Mathematics of Pension & IRA Minimum Distribution Rules 

WHAT LIFE EXPECTANCY TABLE TO USE AFTER DEATH OF PLAN PARTICIPANT 

(Differences between Columns 2 and 3 are underlined) 

BENEFICIARY SITUATION PLAN PARTICIPANT DIES BEFORE REQUIRED BEGINNING DATE: PLAN PARTICIPANT DIES AFTER REQUIRED BEGINNING DATE: 

  

1.   Surviving Spouse as sole beneficiary 

of IRA/Plan.  (i.e., Surviving 

Spouse is directly named as 

beneficiary under the IRA/Plan 

document or under applicable 

beneficiary designation, and is not 

a beneficiary of the IRA/Plan via a 

trust).  This will also apply if the 

IRA/Plan goes to the Estate and the 

Estate goes to the spouse. 

  

 Surviving Spouse can roll over into his or her own IRA and use Joint 

Life Expectancy Method based upon Surviving Spouse’s age 

(Uniform Life Table-Table A).  If the Surviving Spouse completes 

rollover, then distributions need not occur until such Spouse reaches 

70 ½. 

  

 If the Surviving Spouse does not roll over the Plan Participant’s 

account, then the Recalculated One Life Method is used based on the 

Surviving Spouse’s age.  (Normal Single Life Table-Table C). 

  

 If the Surviving Spouse rolls over the Plan Participant’s IRA/Plan 

into his or her own IRA/Plan, then, upon remarriage, the Surviving 

Spouse may use Much Younger Spouse Method if new spouse is 

more than 10 years younger and is the sole beneficiary of the 

Surviving Spouse’s plan (Joint and Survivor Table-Table B). 

  

 If the Surviving Spouse rolls over the Plan Participant’s IRA/Plan 

into his or her own IRA/Plan and subsequently dies naming a new 

non-spouse Designated Beneficiary, then the new Designated 

Beneficiary’s life expectancy is used based on the Non-Recalculated 

One Life Method (Single Life Table-Table C in first year, with the 

Applicable RMD Divisor reduced by one each year thereafter). 

  

 NOTE – where Surviving Spouse is the sole beneficiary of the Plan 

Participant’s IRA/Plan and the Plan Participant dies before the 

required Beginning Date, distributions need not begin until the later 

of (a) the year after which the Plan Participant dies, or (b) the year 

when the Plan Participant would have reached age 70 ½! 

 

  

 Surviving Spouse can roll over into his or her own IRA and use Joint 

Life Expectancy Method based upon Surviving Spouse’s age 

(Uniform Life Table-Table A).  If the Surviving Spouse completes 

rollover, then distributions need not occur until such Spouse reaches 

70 ½. 

  

 If the Surviving Spouse does not roll over the Plan Participant’s 

account, then the Recalculated One Life Method is used based on the 

Surviving Spouse’s age.  (Single Life Table-Table C). 

  

 If the Surviving Spouse rolls over the Plan Participant’s IRA/Plan 

into his or her own IRA/Plan, then, upon remarriage, the Surviving 

Spouse may use Much Younger Spouse Method if new spouse is 

more than 10 years younger and is the sole beneficiary of the 

Surviving Spouse’s plan (Joint and Survivor Table-Table B). 

  

 If the Surviving Spouse rolls over the Plan Participant’s IRA/Plan 

into his or her own IRA/Plan and subsequently dies naming a new 

non-spouse Designated Beneficiary, then the new Designated 

Beneficiary’s life expectancy is used based on the Non-Recalculated 

One Life Method (Single Life Table-Table C in first year, with the 

Applicable RMD Divisor reduced by one each year thereafter). 

  

 If the Surviving Spouse was older than the Plan Participant, life 

expectancy can be calculated using the Plan Participant’s age, based 

on the Non-Recalculated One Life Method (Single Life Table-Table 

C in first year, with the Applicable RMD Divisor reduced by one 

each year thereafter), in lieu of using the Surviving Spouse’s age and 

the Joint Expectancy Method. 
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The Mathematics of Pension & IRA Minimum Distribution Rules 

WHAT LIFE EXPECTANCY TABLE TO USE AFTER DEATH OF PLAN PARTICIPANT 

(Differences between Columns 2 and 3 are underlined) 

BENEFICIARY SITUATION 
PLAN PARTICIPANT DIES BEFORE REQUIRED BEGINNING 

DATE: 

PLAN PARTICIPANT DIES AFTER REQUIRED 

BEGINNING DATE: 

  

2. Surviving Spouse as beneficiary of 

Conduit Trust (whereby all Required 

Minimum Distributions must be paid 

by Trustee directly to Surviving 

Spouse). 

  

 The Recalculated One Life Method is used based on the 

Surviving Spouse’s age.  (Single Life Table-Table C). 

  

 Under a Conduit Trust, the Surviving Spouse is normally not 

eligible for spousal rollover provisions.  A spouse will be eligible 

for a roll over when the spouse has the right to revoke the trust 

and withdraw the assets.  For situations where a Surviving 

Spouse was allowed to roll over an IRA, see PLR 9350040, 

9416039, 9426049, 200324059, 200634065, 200637033, and 

200807025. 

  

 Note – where a Conduit Trust for Surviving Spouse is the sole 

beneficiary of the Plan Participant’s IRA/Plan and the Plan 

Participant dies before the Required Beginning Date, 

distributions need not begin until the later of (a) the year after 

which the Plan Participant dies, or (b) the year when the Plan 

Participant would have reached age 70 ½!  If there is any other 

beneficiary of the Conduit Trust, then distributions must begin 

in the year following the death of the IRA/Plan Participant. 

  

 Note – If both the Plan Participant and Surviving Spouse as 

beneficiary of a Conduit Trust die before the Required 

Beginning Date, then the IRS has previously ruled that there is 

no Designated Beneficiary, therefore subjecting the IRA 

Distribution to the 5 year rule.  See PLR 200644022. 

  

  

  

 The Recalculated One Life Method is used based on the 

Surviving Spouse’s age.  (Single Life Table-Table C). 

  

 Under a Conduit Trust, the Surviving Spouse is normally 

not eligible for spousal roll over provisions.  A spouse will 

be eligible for a roll over when the spouse has the right to 

revoke the trust and withdraw the assets.  For situations 

where a surviving spouse was allowed to roll over an IRA, 

see PLR 9350040, 9416039, 9426049, 200324059, 

200634065, 200637033, and 200807025. 

  

 If the Surviving Spouse was older than the Plan 

Participant, life expectancy can be calculated using the 

Plan Participant’s age, based on the Non-Recalculated One 

Life Method (Single Life Table-Table C in first year, with 

the Applicable RMD Divisor reduced by one each year 

thereafter), in lieu of using the Surviving Spouse’s age and 

the Joint Expectancy Method. 
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The Mathematics of Pension & IRA Minimum Distribution Rules 

WHAT LIFE EXPECTANCY TABLE TO USE AFTER DEATH OF PLAN PARTICIPANT 

(Differences between Columns 2 and 3 are underlined) 

BENEFICIARY SITUATION 
PLAN PARTICIPANT DIES BEFORE 

REQUIRED BEGINNING DATE: 

PLAN PARTICIPANT DIES AFTER REQUIRED 

BEGINNING DATE: 

  

3.  Surviving Spouse as Designated Beneficiary of 

Accumulation Trust (Trust does not require that 

all IRA/Plan distributions are paid to Surviving 

Spouse, and the trustee has the discretion to 

accumulate or pay out Required Minimum 

Distributions and other payments from the 

IRA/Plan). 

  

 The Non-Recalculated One Life Method is used 

based upon the age of the oldest beneficiary of 

the Accumulation Trust.  (Single Life Table-

Table C in first year, with the Applicable RMD 

Divisor reduced by one each year thereafter). 

  

 The Non-Recalculated One Life Method is used 

based upon the age of the oldest beneficiary of 

the Accumulation Trust.  (Single Life Table-

Table C in first year, with the Applicable RMD 

Divisor reduced by one each year thereafter). 
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BENEFICIARY SITUATION 
PLAN PARTICIPANT DIES BEFORE REQUIRED 

BEGINNING DATE 

PLAN PARTICIPANT DIES AFTER REQUIRED 

BEGINNING DATE 

  

4.    Non-Spouse Beneficiary as the sole direct beneficiary (i.e., such 

non-spouse beneficiary is directly named as beneficiary 

under the IRA/Plan document or under the applicable 

beneficiary designation, and is not a beneficiary of the 

IRA/Plan via a trust). 

  

 The Designated Beneficiary’s life expectancy is used based 

on the Non-Recalculated One Life Method (Single Life 

Table-Table C in first year, with the Applicable RMD Divisor 

reduced by one each year thereafter). 

  

 The Designated Beneficiary’s life expectancy is used based 

on the Non-Recalculated One Life Method (Single Life 

Table-Table C in first year, with the Applicable RMD Divisor 

reduced by one each year thereafter). 

  

 If the beneficiary was older than the Plan Participant, life 

expectancy can be calculated using the Plan Participant’s 

age, based on the Non-Recalculated One Life Method 

(Single Life Table-Table C in first year, with the Applicable 

RMD Divisor reduced by one each year thereafter), in lieu 

of using the Surviving Spouse’s age and the Joint 

Expectancy Method. 

  

 NOTE – where a wealthy person wants to benefit low 

income tax bracket parents, it might be better to leave the 

IRA for them than for the children who will be in a higher 

bracket. 

  

5.     Non-Spouse as Designated Beneficiary of Conduit Trust 

(whereby all Required Minimum Distributions must be paid 

by Trustee directly to such beneficiary). 

  

 The Designated Beneficiary’s life expectancy is used based 

on the Non-Recalculated One Life Method (Single Life 

Table in first year, with the applicable divisor reduced by 

one each year thereafter – Table C). 

  

 The Designated Beneficiary’s life expectancy is used based 

on the Non-Recalculated One Life Method (Single Life 

Table in first year, with the applicable divisor reduced by 

one each year thereafter – Table C). 

  

 If the beneficiary was older than the Plan Participant, life 

expectancy can be calculated using the Plan Participant’s 

age, based on the Non-Recalculated One Life Method 

(Single Life Table – Table C in first year, with the Applicable 

RMD Divisor reduced by one each year thereafter), in lieu 

of using the Surviving Spouse’s age and the Joint 

Expectancy Method. 

  

 NOTE – where a wealthy person wants to benefit low 

income tax bracket parents, it might be better to leave the 

IRA for them than for the children who will be in a higher 

bracket. 
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BENEFICIARY SITUATION: 
PLAN PARTICIPANT DIES BEFORE REQUIRED 

BEGINNING DATE 

PLAN PARTICIPANT DIES AFTER REQUIRED 

BEGINNING DATE 

  

6. Accumulation Trust with Non-Spouse Designated Beneficiary 

(Trust does not require that all IRA/Plan distributions are paid 

to a particular beneficiary, and the trustee has the discretion 

to accumulate or pay out Required Minimum Distributions 

and other payments from the IRA/Plan. 

  

 The oldest trust beneficiary’s life expectancy is used based 

on the Non-Recalculated One Life Method (Single Life 

Table-Table C in first year, with the Applicable RMD Divisor 

reduced by one each year thereafter).  

  

 If separate sub-trust are timely established for multiple 

Non-Spouse individual beneficiaries, then the life 

expectancy of each beneficiary of each sub-trust is used 

based on the Non-Recalculated One Life Method.  (Single 

Life Table-Table C in first year, with the Applicable RMD 

Divisor reduced by one each year thereafter). 

  

 NOTE – Separate accounts established with separate 

beneficiaries for each account may allow for a separate 

RMD calculation for each account.  In other words, each 

beneficiary’s life expectancy is used for their separate 

account instead of the oldest beneficiary’s life expectancy 

being used for all accounts.  However, under the Separate 

Share Rule, an Accumulation Trust must have separate sub-

trusts for each beneficiary and the Plan must be payable to 

the separate sub-trusts in order to have each beneficiary’s 

life expectancy control for that beneficiary’s share of the 

account funds. 

  

 

  

 The oldest trust beneficiary’s life expectancy is used based 

on the Non-Recalculated One Life Method (Single Life 

Table-Table C in first year, with the Applicable RMD Divisor 

reduced by one each year thereafter). 

  

 If separate sub-trusts are timely established for multiple 

Non-Spouse individual beneficiaries, then the life 

expectancy of each beneficiary of each sub-trust is used 

based on the Non-Recalculated One Life Method.   (Single 

Life Table-Table C in first year, with the Applicable RMD 

Divisor reduced by one each year thereafter). 

  

 NOTE – Separate accounts established with separate 

beneficiaries for each account may allow for a separate 

RMD calculation for each account.  In other words, each 

beneficiary’s life expectancy is used for their separate 

account instead of the oldest beneficiary’s life expectancy 

being used for all accounts.  However, under the Separate 

Share Rule, an Accumulation Trust must have separate sub-

trusts for each beneficiary and the Plan must be payable to 

the separate sub-trusts in order to have each beneficiary’s 

life expectancy control for that beneficiary’s share of the 

account funds. 

  

 If the beneficiary was older than the Plan Participant, life 

expectancy can be calculated using the Plan Participant’s 

age, based on the Non-Recalculated One Life Method 

(Single Life Table-Table C in first year, with the Applicable 

RMD Divisor reduced by one each year thereafter), in lieu 

of using the Surviving Spouse’s age and the Joint 

Expectancy Method. 

  

 NOTE – where a wealthy person wants to benefit low 

income tax bracket parents, it might be better to leave the 

IR/Plan for them than for the children who will be in a 

higher bracket. 
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Top Mistakes and Issues Checklist 

Quick top 10 review of the most important and 
easy to miss issues from the pre- and post-
mortem checklists from the material.  The goal 
being to skip over the more obscure or nitpicking 
points and concentrate on the mistakes that we’re 
most likely to see. 

PREPARED BY EDWIN P. MORROW, III 
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Top Mistakes and Issues Checklist 

1. Verifying and understanding default rules in 
the Beneficiary Designation Form. 

 - most are NOT “per stirpes” meaning that when 
your client names three children and one 
predeceases or wants to disclaim, the IRA pays to 
the OTHER TWO children. 

- You have the power to fix this with simple 
addedum (“see attached”) – most custodians 
permit limited amendments but keep them as 
short as possible  

PREPARED BY EDWIN P. MORROW, III 
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Top Mistakes and Issues Checklist 

2. Understanding when to name subtrusts rather 
than the master revocable living trust as 
beneficiary on the Beneficiary Designation 
Form. 

 - Example: I have 3 children and 2 grandchildren 
from each, 6 total grandchildren, 9 beneficiaries.  
Children ages 50-60, grandchildren ages 5-20.  I 
name my trust for them as beneficiary, with the 
IRA split between them in the trust.  All 9 sub-
trusts use the 60 year old’s life expectancy. 

Contrast: if I have conduit trusts, and name the 
sub-trusts directly, each uses their own age. 

PREPARED BY EDWIN P. MORROW, III 
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The Mathematics of Pension & IRA Minimum Distribution Rules 

IRA 

CHILD 1 

CHILD 2 

CHILD 3 

LOSE IN A DIVORCE 

LOSE TO CREDITORS 

GAMBLED AWAY OR SPENT ON 
DRUGS 

IRA 

CHILD 1 TRUST 

CHILD 2 TRUST 

CHILD 3 TRUST 

If the trusts for the children 
are Conduit or Accumulation 

Trusts, then payments will 
come out over the life 

expectancy of each child. 

CHILD 4 GIVEN TO A CULT 
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The Mathematics of Pension & IRA Minimum Distribution 
Rules 

 

TAX REPORTING OF IRA BENEFICIARY TRUSTS 

Christopher J. Denicolo & Edwin P. Morrow, III 

 

57 



The Mathematics of Pension & IRA Minimum Distribution Rules 

 

TAX REPORTING OF IRA BENEFICIARY TRUSTS 

Christopher J. Denicolo & Edwin P. Morrow, III 

 

58 



The Mathematics of Pension & IRA Minimum Distribution Rules 

 

TAX REPORTING OF IRA BENEFICIARY TRUSTS 

Christopher J. Denicolo & Edwin P. Morrow, III 

 

59 



The Mathematics of Pension & IRA Minimum Distribution Rules 

 

TAX REPORTING OF IRA BENEFICIARY TRUSTS 

Christopher J. Denicolo & Edwin P. Morrow, III 

 

60 



Top Mistakes and Issues Checklist 

3. Not naming charities directly on BDF when it 
makes sense as part of estate plan – but consider 
naming a community foundation donor advised fund if 
your client wants to name multiple smaller charities. 

- Naming charities rather than through a will or 
trust ensures the full tax deduction and that any 
other individual beneficiaries do not get stuck with 
tax under separate share rules, or disqualify the 
trust as a “designated beneficiary 

- However, custodians have to open up an 
inherited IRA account for charity, meaning full 
Patriot Act compliance hassles they detest, and it 
could delay dividing the IRA – use a CF/DAF! 

PREPARED BY EDWIN P. MORROW, III 
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Top Mistakes and Issues Checklist 

4. Avoid any pecuniary bequests in trusts that 
might be funded with qualified plan or IRAs, whether 
it’s $500,000 to Johnny, or up to the first $5.49 million 
applicable exclusion amount to a bypass trust.  Watch 
out for how you define 1/3, ¼, ½ divisions of trusts. 

According to the IRS, distributing IRA assets, even in 
kind, to satisfy such a request, even if the total estate 
is well under the amount so it’s a de facto residuary 
clause, triggers income tax (informally known as 
Kenan gain after an old tax case) 

 

PREPARED BY EDWIN P. MORROW, III 
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Top Mistakes and Issues Checklist 

5. “All net income” trusts are NOT conduit trusts 
because they allow accumulation of taxable 
income and distributions allocable to principal 
rather than income– if you want to comply as a 
conduit trust, make sure all distributions from 
qualified plans/IRAs pass through to beneficiaries 
with NO hold back clauses, special needs trust 
clause, lifetime power of appointment, spray 
power of otherwise that might thwart this. 

 

PREPARED BY EDWIN P. MORROW, III 
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Top Mistakes and Issues Checklist 

6. Exclude inherited IRAs from your 
conduit/accumulation trust rules. An increasing 
number of your clients will die with an IRA inherited 
from a parent.  These are already locked into a 
payout scheme that cannot be changed, and there is 
no special language required or desired in the trust as 
to these assets, yet I commonly see trusts treat them 
the exact same way. 

 

PREPARED BY EDWIN P. MORROW, III 
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Top Mistakes and Issues Checklist 

7. Check for any broad limited testamentary 
power of appointment or general testamentary 
power of appointment clause, whether by formula, 
in only the GST non-exempt share or otherwise, even 
“stub income”, if you are attempting to qualify as an 
accumulation trust (not a problem for a conduit trust). 

 

PREPARED BY EDWIN P. MORROW, III 
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Top Mistakes and Issues Checklist 

8. Add a “material purpose” and savings clause, 
including a material purpose that might be helpful in 
the event the tax law changes. 

 In the rare cases where someone does not want 
to bother with the rules necessary for conduit or 
accumulation trusts, state clearly that the settlor is 
aware of the ramifications and is choosing not to 
qualify the trust as a see through trust. 

 

PREPARED BY EDWIN P. MORROW, III 
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Top Mistakes and Issues Checklist 

9. For accumulation trusts: 

 Try to ensure that an individual at some point is 
getting the qualified plan assets or IRA outright.  Pure 
dynastic plans that never vest are uncertain.  
Example: settlor wants to leave assets to two doctor 
sons and descendants in discretionary trust.  Trust 
might require that if one son dies without surviving 
issue, his IRA/accumulations go to the other son 
OUTRIGHT.  While this is not what settlor wants, it is 
highly unlikely to happen and a lesser evil to ensure 
the best asset protection and stretch. 

PREPARED BY EDWIN P. MORROW, III 
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Top Mistakes and Issues Checklist 

10. For either conduit or accumulation trusts: 

 If you are naming the trust as beneficiary (not a 
subtrust), should you have a pour-up or transportation 
clause that allows the trust to pay expenses of the 
probate estate?  Should you allow funeral and other 
last expenses of a beneficiary’s estate to be paid?  
Could the IRS claim this makes the settlor or 
beneficiary’s estate a de facto beneficiary (ergo, not a 
designated beneficiary?  Don’t tempt the issue, 
simply prohibit it. 

 

PREPARED BY EDWIN P. MORROW, III 
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The Importance of Proper Beneficiary Designations 

• The IRS has consistently ruled that beneficiaries cannot be added after the death of a 
Participant/Owner of a Retirement Plan, even if a state court orders the reformation or 
modification of a beneficiary designation.  Further, a court order cannot “create” Designated 
Beneficiaries for the purposes of the Retirement Plan.   
 

• Recently, the IRS upheld this position in PLRs 201628004, 201628005 and 201628006, where it 
denied an attempt to correct an error in beneficiary designations, despite such beneficiary 
designations having been modified retroactively via a court order issued by a state probate 
court. 
 

• Failing to assure that this aspect of a client’s estate plan is structured correctly can be 
disastrous, as the income tax built up in an IRA or other type of qualified plan could be 
accelerated and could cause clients to recognize substantial taxes at higher rates than 
otherwise would be the case if the beneficiary designation was completed in the manner 
intended. 
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Integrating the BDF 

1. See Section in the Outline on Beneficiary Designation 
Form (BDF) quirks and traps. 

2. The BDF is just as important as the trust itself – do 
not trust to client (“trust, but verify”) - advisor 
coordinate w/attorney! 

3. Naming sub-trusts, or separate trusts rather than the 
master living or testamentary trust can yield benefit, 
especially where different generations named, or large 
differences in age of beneficiaries, but it depends on trust 
design! 

PREPARED BY EDWIN P. MORROW, III 
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QUALIFIED CHARITABLE DISTRIBUTIONS 
FROM IRAs 

•At the end of 2015, the IRS made permanent the ability of taxpayers to cause $100,000 of 
distributions from their IRAs to be made directly to charity without triggering any income tax 
on the distribution.  

  

•The annual $100,000 limitation is on a per taxpayer basis, a taxpayer cannot take more than 
$100,000 in Qualified Charitable Distributions in a particular year. That said, a married couple 
can each take advantage of this $100,000 per year allowance so long as the funds come from 
their respective separate IRAs.  Both must be over 70 ½.   

  

•Qualified Charitable Distributions may only be made from individual IRAs and rollover IRAs, and 
are not eligible from SIMPLE IRAs.  

  

•Only distributions to public charities qualify for treatment as Qualified Charitable Distributions.  
Distributions to private foundations, charitable supporting organizations or donor advised 
funds do not apply for Qualified Charitable Distribution treatment.  
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IRA Rollovers 

•The general rule is a taxpayer may only make one IRA rollover in a 12 month 
period regardless of the number of IRAs owned by the taxpayer. 

 

•The basic rollover rule provides that a taxpayer can take a distribution from an 
IRA account, and within 60 days roll it into another IRA without incurring any 
income tax or penalties.  

  

•The one per 12 month rule and 60 day period do not apply to “trustee to 
trustee rollovers” whereby IRA assets are transferred directly between 
custodians or IRA accounts without having been distributed from the IRA 
account to the taxpayer.  
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IRA Rollovers - waivers 
• The IRS has been pretty lenient with waivers to the 60 day rollover requirement so long as there is reasonable 

cause.  

  

• However, the IRS has been strict with the “one rollover per 12 months” rule, as evidence by the Bobrow case 
(Bobrow v. Commissioner, TC Memo 2014-21).  

  

• For examples of PLRs and cases granting the waivers, see PLR201709023, PLR200327064, PLR200332026, 
PLR200401020, PLR200401023 and countless other rulings where the IRS granted relief. 

  

• However, there have been situations where the IRS has denied waivers. See PLR200417033, PLR200422058, 
PLR20043038, PLR200502049, PLR200526024, PLR200530032, and PLR200628028.  

 

• In 2016, the IRS issued Revenue Procedure 2016-47 where it provided an expedited process for taxpayers to 
receive relief in fixing botched rollovers.  

  

• This Revenue Procedure provides 11 different reasons for which relief will be granted under the expedited 
process, as opposed to the taxpayer having to go through the expensive and cumbersome process of obtaining a 
private letter ruling.   
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The applicable Final QLAC Treasury Regulations at 

Sections 1.401(a)(9)-5, Q & A-3, 1.401(a)(9)-6, Q & 

A-12, 1.401(a)(9)-6 Q & A-17, 1.403(b)-6(e)(9) and 

1.408-8, Q & A-12 allow QLACs to be held under 

non-Roth IRAs, defined contribution plans, and 

Section 403(b), and 457(b) plans, but not under 

defined benefit plans or Roth IRAs[i].  These Final 

Regulations replace Proposed Regulations that were 

issued in 2012 to allow commentary on this 

concept. The Final Regulations are substantially 

similar to the 2012 Proposed Regulations, with 

minor changes that are noteworthy as to policy and 

application.    

 

 

According to the Final Regulations, QLACs may not 

be variable or equity indexed annuities, even if they 

offer a guaranteed minimum rate of return, unless or 

until explicitly approved by the Internal Revenue 

Service. Instead, QLACs must be annuity contracts 

with a fixed rate of return, life payment, or other 

similar features.  The preamble to the new 

Regulations point out that variable and equity 

indexed annuities with contractual guarantees 

provide an unpredictable level of income to the 

holder and are therefore inconsistent with the 

purpose of the new Regulations.  It is interesting that 

hybrid index annuity sales literature often touts 

protection of principal and reliable rates of 

return.  The drafters of the new Regulations seem to 

disagree with these assertions.   

Date: 20 – Aug – 14 

From: Steve Leimberg’s Employee Benefits and Retirement Planning Newsletter 

Subject: Alan Gassman, Christopher Denicolo & Brandon Ketron: A Practical Approach to Qualifying Longevity Contracts  

 (QLACs)  – Using the (King) L.E.A.R. (Life Expectancy and Return) Analysis to Determine Whether Clients Should  

 Invest in Specially Designed Annuity Products under Their IRA or Qualified Retirement Plans 

“Who loses and who wins; who’s in, who’s out; And 

take upon’s the mystery of things…..” 

 

EXECUTIVE SUMMARY: 

 

The insurance industry received a July 4th gift from 

the Internal Revenue Service in the form of a Final 

Regulations released on July 1, 2014 which make it 

possible to place a portion of IRA and retirement 

plan investments into fixed annuities called 

“Qualified Longevity Annuity Contracts” (QLACs) 

that will enable the IRA holder or plan participant to 

avoid the required minimum distribution rules that 

apply after age 70 ½ to the extent that IRA or plan 

assets are held under such vehicles.  The maximum 

amount that can be contributed into such fixed 

annuities under an IRA or pension will be the lesser 

of $125,000 or 25% of the value of the IRA or 

retirement plan account as of the time of the 

investment.  The $125,000 limitation applies 

cumulatively to all IRAs and retirement accounts 

that the taxpayer has, and the 25% limitation applies 

cumulatively to the account balance of all of such 

IRAs and retirement accounts. 

 

Essentially, the value of such contracts will not be 

considered to be assets of the IRA or retirement plan 

for purposes of the required minimum distribution 

rules until the owner is age 85.  The authors have 

developed the L.E.A.R. (Life Expectancy And 

Return) analysis spreadsheets to enable planners to 

determine if and when QLACs will be worthwhile 

for their clients.  The main factor is the expected life 

expectancy of the account holder and their surviving 

spouse. 
 

The basic QLAC requirements are that the annuity 

contract must state that it will pay fixed dollar 

amounts at stated intervals over a number of years 

for the life of a taxpayer, beginning no later than 

when the taxpayer attains the age of 85.  These 

payments distributed from the QLAC are fully 

taxable, and will not count towards the individual’s 

required minimum distribution obligations relating 

to non-QLAC retirement plan assets. 

 

If the taxpayer dies before he or she has received 

payments equal to the amount paid for the contract, 

the contract may offer a return of premium option, 

but this option is not required by the Regulations.  

The return of premium amount can be paid to the 

beneficiary’s IRA or retirement account, but no 

more than the premium amount can be paid under 

this option.  Thus, if the taxpayer dies before he or 

she has received more than his or her investment 

back there is, at best, a zero rate of return. 

 

On the other hand, if the taxpayer or his or her 

designated beneficiaries have a life payment 

contract, and outlive their applicable life expectancy, 

then the rate of return on the contract can be 

positive, and they can be assured of “never running 

out of money.”  However, inflation and taxes may 

cause the real value of the payments to be lower 

than one might expect.  Wealthy clients with long 

life expectancies may therefore be well suited to 

purchase $125,000 in QLACs for their IRA or 

retirement plans. 
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3.8% Medicare Tax & Income Tax Planning 

TYPE OF INCOME SUBJECT TO THE 3.8% TAX 

YES NO 

Interest and Dividends X 

Net Capital Gains X 

Royalties and Net Rental Income X 

Installment Sales Proceeds X 

Gain from the Sale of Personal Residence in Excess of the IRC 

§121 Exclusion 

X 

Passive Income from S Corporations X 

Passive Activity Income X 

Income from a Trade or Business that Trades in Financial 

Instruments or Commodities (Hedge Fund) 

X 

Active Income from S Corporations: 

• If shareholder does not materially participate 

• If shareholder does materially participate 

 

X 

 

 

X 

Wages X 

Income from Qualified Pension, Profit-Sharing Plan and Stock 

Bonus Plans 

X 

Social Security Income X 

Tax Exempt Interest X 
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