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In May, the Internal Revenue Service (IRS) published regulations for taking Required
Minimum Distributions (RMDs) from inherited IRA accounts, and we discussed these
changes in this blog. Recently, the IRS provided further guidance focused on
beneficiary types and categories, year of death RMDs, the 10-year rule, Trusts, and
more. This blog primarily focuses on eligible designated beneficiaries.

IMPORTANT TERMINOLOGY: ARE YOU AN ELIGIBLE DESIGNATED
BENEFICIARY?

Eligible designated beneficiaries include the surviving spouse, minor children, disabled individuals, chronically ill
individuals, and beneficiaries less than 10 years younger than the account owner.

Note that in the majority of cases, a spousal beneficiary would opt to roll their deceased spouse’s IRA into their own,
rather than open an Inherited IRA for those assets. If you are a spousal beneficiary, this resource will help you determine
your options when inheriting an IRA: Should | Inherit My Deceased Spouse’s Traditional IRA.

UNDERSTANDING THE 10-YEAR RULE: DID REQUIRED MINIMUM
DISTRIBUTIONS START FOR THE PRIOR ACCOUNT OWNER?

The 10-year rule requires that the full balance of an inherited IRA must be distributed by the end of the 10th year
following the original IRA owner’s death. Whether the original IRA owner died before or after their required beginning
distribution date, the type of beneficiary, and age will determine if the beneficiary must take distributions during that 10-
year period.

Most of the time, beneficiaries are subject to the 10-year rule if the original IRA owner died prior to beginning their RMDs,
however, there are certain cases where eligible designated beneficiaries can stretch RMDs over their lifetime. Lastly, if
eligible designated beneficiaries inherit an IRA account after the original IRA owner started RMDs, they can stretch
distributions throughout their lifetime. Here’s a great resource that will help clients determine when to take distributions
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and what type of beneficiary they are: How Must | Take Distributions From The Traditional IRA | Inherited.

It is important to note that these rules are only applicable for dates of death after December 31, 2019. While you are not
penalized if you did not take distributions to satisfy the 10-year rule until 2025, the time clock starts the year of the
original IRA owner’s death.

YEAR-OF DEATH RMDS: WHAT DO YOU NEED TO DO?

If the original IRA owner dies without satisfying their RMD for the year, it must be satisfied by their beneficiaries. When
individuals have more than one IRA, and the beneficiary designations on those IRAs that are not the same, the remaining
year-of-death RMD must be taken proportionately from each of the Inherited IRAs based on the values at the end of the
year prior to the owner’s death. If the original IRA owner has taken a partial distribution prior to death, a proportional
amount can be subtracted from the beneficiaries required amount.

IN CONCLUSION:

The IRS significantly altered the financial landscape for legacy planning for IRAs. While we simply highlighted the most
common changes in this blog, it is important to remember that the IRS publication is well over 200 pages. It is always
important to talk with your advisor and CPA when making decisions regarding Inherited IRA assets.

*Grimes & Company would like to thank Lucy McHugh, one of our Summer 2024 interns, for her assistance in researching
and helping to write this blog.

IMPORTANT DISCLOSURES:

Please remember that past performance is no guarantee of future results. Different types of investments involve varying degrees of risk, and there can be no assurance that
the future performance of any specific investment, investment strategy, or product (including the investments and/or investment strategies recommended or undertaken by
Grimes & Company, Inc. [“Grimes”]), or any non-investment related content, made reference to directly or indirectly in this blog will be profitable, equal any corresponding
indicated historical performance level(s), be suitable for your portfolio or individual situation, or prove successful. Due to various factors, including changing market
conditions and/or applicable laws, the content may no longer be reflective of current opinions or positions. Moreover, you should not assume that any discussion or
information contained in this blog serves as the receipt of, or as a substitute for, personalized investment advice from Grimes. To the extent that a reader has any questions
regarding the applicability of any specific issue discussed above to his/her individual situation, he/she is encouraged to consult with the professional advisor of his/her
choosing. No amount of prior experience or success should be construed that a certain level of results or satisfaction will be achieved if Grimes is engaged, or continues to be
engaged, to provide investment advisory services. Grimes is neither a law firm nor a certified public accounting firm and no portion of the blog content should be construed
as legal or accounting advice. A copy of the Grimes’ current written disclosure Brochure discussing our advisory services and fees is available for review upon request or at
https://www.grimesco.com/form-crs-adv/. Please Note: Grimes does not make any representations or warranties as to the accuracy, timeliness, suitability, completeness, or
relevance of any information prepared by any unaffiliated third party, whether linked to Grimes’ web site or blog or incorporated herein, and takes no responsibility for any
such content. All such information is provided solely for convenience purposes only and all users thereof should be guided accordingly. Please Remember: If you are a
Grimes client, please contact Grimes, in writing, if there are any changes in your personal/financial situation or investment objectives for the purpose of
reviewing/evaluating/revising our previous recommendations and/or services, or if you would like to impose, add, or to modify any reasonable restrictions to our investment
advisory services. Unless, and until, you notify us, in writing, to the contrary, we shall continue to provide services as we do currently. Please Also Remember to advise us if
you have not been receiving account statements (at least quarterly) from the account custodian.
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