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By: Brittany Manning, CPA, CFP®, Chief Operating Officer



By now, most people are aware the Secure Act, passed in 2020, contained major changes to the rules surrounding distribution requirements from Inherited IRAs for accounts inherited in 2020 or after. Primarily, this law eliminated the Stretch IRA provision for non-spousal beneficiaries. For the last several years, however, the requirements have been vague and undefined by the IRS. 
Recently, the IRS announced its final regulations and requirements for distributions from Inherited IRAs inherited in 2020 and later. Below are some of the primary categories of beneficiaries and how they have been impacted by the final regulations from the IRS.
1. Spousal Beneficiaries: Spouses are still eligible to roll the entire inherited IRA into their name, thereby treating the IRA as their own. If the decedent has not taken their Required Minimum Distribution (RMD) in the year of passing, the inheriting spouse must satisfy the requirement and take the amount the decedent was required to take from the IRA. They will then take RMDs based on their life expectancy for the remainder of their life. 

2. Non-Spousal Beneficiaries: Non-spousal beneficiaries are broken up into three categories. 


a. Eligible designated beneficiaries: Eligible designated beneficiaries include minor children of the decedent, those who are chronically ill, those who are chronically disabled, and those who are not more than 10 years younger than the decedent. If the beneficiary is deemed to be an eligible designated beneficiary, their required distributions and then length of time which they must be taken will depend on which type of eligible designated beneficiary category they fall into.

b. Designated beneficiaries: Those individuals who do not fall into one of the categories to be classified as an eligible designated beneficiary will be deemed a designated beneficiary. For these individuals, if the original account owner had begun taking required minimum distributions, the beneficiary must continue taking RMDs. If the decedent had not yet begun their RMDs, no annual distributions are required. In both cases, the full value of the Inherited IRA must be distributed by the end of the tenth year after the year the original account holder died. 

c. Non-individual beneficiaries: If the beneficiary of the account is not an individual (such as a charity, organization, or an estate), they are required to take distributions as follows:


i. If the original IRA account owner was required to take RMDs at the time of their death, then RMD distributions are required based on the single life expectancy of the original IRA owner.
ii. If the original owner had not yet started RMDs, the account falls into the 5-year rule, and must be fully distributed by the end of the fifth year after the original owner’s year of death.
Rules surrounding required distributions from Inherited IRAs are now more complex than ever before. It is important to review all the details surrounding an inherited IRA account so that the appropriate amount of annual withdrawals can be satisfied, and the account can be distributed within the allowable timeframe to avoid any penalties from the IRS.
Please reach out to us with any questions regarding your Inherited IRA accounts and your required distributions. 

https://www.dol.gov/agencies/ebsa/laws-and-regulations/laws/secure-act#:~:text=Setting%20Every%20Community%20Up%20for,Act)%20%7C%20U.S.%20Department%20of%20Labor
IMPORTANT DISCLOSURE INFORMATION 
MCF Advisors, LLC (“MCF”) is a SEC registered investment adviser. Registration as an investment adviser does not imply a certain level of skill or training. The oral and written communications of an adviser provide you with information about which you determine to hire or retain an adviser. 
More information about the adviser can also be found by visiting: https://adviserinfo.sec.gov/. This is not intended as an offer or solicitation with respect to the purchase or sale of any security. MCF may only transact business in those states in which it is registered, or qualifies for an exemption or exclusion from registration requirements. Please remember that past performance may not be indicative of future results. Information prepared from third-party sources is believed to be reliable though its accuracy is not guaranteed.  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 MCF), or any non-investment related content, made reference to directly or indirectly in this blog/newsletter 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/newsletter serves as the receipt of, or as a substitute for, personalized investment advice from MCF. 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. MCF is neither a law firm nor a certified public accounting firm and no portion of this content should be construed as legal or accounting advice. A copy of MCF’s current written disclosure statement and customer relationship summary (“Form CRS”) discussing our advisory services and fees continues to remain available upon request. The scope of the services to be provided depends upon the needs of the client and the terms of the engagement. If you are a MCF client, please remember to contact MCF, 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.
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