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Beneficial IRA options at a glance
When the owner of an individual retirement arrangement (IRA) passes away, any remaining IRA assets will be distributed to the IRA beneficiaries. But what happens if some beneficiaries don’t need or want their
share right away? The Internal Revenue Service (IRS) has rules on how an IRA beneficiary may receive an IRA distribution. The following summarizes those rules for both traditional IRAs and Roth IRAs – which vary
based on who the beneficiary is and when the IRA owner died.

Traditional IRAs
Post-death distributions flowchart – Beneficial IRA options
If the traditional IRA owner died before required beginning date1 Who is the IRA beneficiary?
Nonspouse individual2

Spouse
• Lump sum

• Lump sum

• Defer initially but distribute all by Dec. 31 of the year containing the fifth anniversary
of owner’s death (“5-year deferral”)

• 5-year deferral

• RMDs over spouse’s own single life expectancy using Single Life Table
– Payments begin by Dec. 31 of the year after the owner dies
– During life, can recalculate the life expectancy each year
– At spouse death, the life expectancy figure becomes “fixed” and then life expectancy
figures drop one year for each year that passes for the spouse’s beneficiaries, who can
ride out this fixed term but cannot extend for another life expectancy
• Defer distribution, but take RMDs using spouse’s own single life expectancy beginning
when owner would have been age 70½
• Roll over or continue the IRA in spouse’s name (the RMD rules are reset and can wait to
take them at spouse’s age 70½) and name a new beneficiary
– Under age 59½, rolling the inherited IRA loses death benefit tax exception to the 10%
federal additional tax for premature distributions
– After age 59½, can roll over the IRA to own name and defer or take distributions with
no 10% federal additional tax

• RMDs over beneficiary’s own fixed single life expectancy
using Single Life Table
– Payments begin by Dec. 31 of the year after the owner dies
• If more than one, the beneficiaries will have until Dec. 31
of the year after owner’s death to divide the IRA into
separate shares
– Beneficiaries can choose their own options and decide
whether to take RMDs using their own life expectancy
• Minor beneficiary(ies) should have a trust or custodian
named under their state Uniform Gifts to Minors Act or
Uniform Transfers to Minors Act; many states forbid an
insurance company from paying funds to a minor directly

Certain trusts
• RMDs over the fixed life expectancy of the
oldest trust beneficiary, as the trust
terms dictate

No designated beneficiary3
• Lump sum
• 5-year deferral

• All trust beneficiaries must be persons and
these trust rules met:
– The trust is valid under state law
– The trust is, or becomes, irrevocable at
owner’s death
– The trust beneficiaries are all identifiable
individuals
– The IRA provider is given a copy of the
trust/documentation of beneficiaries
information

If the traditional IRA owner died on or after required beginning date1 Who is the IRA beneficiary?
Nonspouse individual2

Spouse

No designated beneficiary3

• RMDs over longer of fixed life expectancy
• Lump sum
of the oldest trust beneficiary, as the trust
• RMDs over deceased owner’s
terms dictate, or deceased owner’s remaining
remaining single fixed life
single life expectancy at time of death, using
expectancy at time of death
Single Life Table
using Single Life Table
• All trust beneficiaries must be persons and
• If more than one, the beneficiaries have until Dec. 31 of the
these trust rules met:
year after owner’s death to divide the IRA into separate shares
– The trust is valid under state law
– Beneficiaries can choose their own options and decide
– The trust is, or becomes, irrevocable at
whether to take RMDs using their own life expectancy
owner’s death
– The trust beneficiaries are all identifiable
• Minor beneficiary(ies) should have a trust or custodian
individuals
named under their state Uniform Gifts to Minors Act or
–
The IRA provider is given a copy of the
Uniform Transfers to Minors Act; many states forbid an
trust/documentation of beneficiaries
insurance company from paying funds to a minor directly
information

• Lump sum

• Lump sum

• RMDs over longer of spouse’s own single recalculated life expectancy, or over deceased
owner’s remaining single fixed life expectancy at time of death using Single Life Table
– Payments begin by Dec. 31 of the year after the owner dies

• RMDs over longer of the beneficiary’s single life expectancy
or deceased owner’s remaining single fixed life expectancy at
time of death using Single Life Table
– Payments begin by Dec. 31 of the year after the owner dies

• Roll over or continue the IRA in own name
– Under age 59½, rolling the inherited IRA loses death benefit tax exception to the 10%
federal additional tax for premature distributions
– After age 59½, can roll over the IRA to own name and defer or take distributions
– Note: Rolling inherited traditional IRA over to own IRA could result in different
RMD amounts

Certain trusts

1

The required beginning date for a traditional IRA is April 1 of the year after the year the IRA owner turns age 70½.
Child, grandchild, sibling, partner, stepchild, etc.
3
No designated beneficiary, no named default in IRA provisions, and/or beneficiary is a non-natural entity (estate, charity, corporation, etc.). If no named beneficiary and no default provisions in the IRA specifying default beneficiaries, then the estate is the beneficiary.
AMK-325-N (R-8/2016)
2
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Roth IRAs
Post-death distributions flowchart – Beneficial Roth IRA options
Who is the Roth IRA beneficiary? 1
Nonspouse individual2

Spouse
• Lump sum

• Lump sum

• Defer initially but distribute all by Dec. 31 of the year containing the fifth anniversary
of owner’s death (“5-year deferral”)

• 5-year deferral

• RMDs over spouse’s own single life expectancy using Single Life Table
– Payments begin by Dec. 31 of the year after the owner dies
– During life, can recalculate the life expectancy each year
– At spouse death, the life expectancy figure becomes “fixed” and then life
expectancy figures drop one year for each year that passes for the spouse’s
beneficiaries, who can ride out this fixed term but cannot extend for another
life expectancy
• Defer distribution, but take RMDs using spouse’s own single life expectancy
beginning when owner would have been age 70½
• Roll over or continue the IRA in spouse’s name (no RMD is required while the spouse
is living) and name a new beneficiary
– Under age 59½, rolling the inherited IRA loses death benefit tax exception to the
10% federal additional tax for premature distributions
– After age 59½, can roll over the IRA to own name and take distributions with
no 10% federal additional tax
– Keep in mind: May want to consider how rolling over funds into own Roth IRA will
affect their ability to receive qualified distributions because this could cause the
distributions to be subject to both income and federal additional taxes (qualified
distributions as beneficiary may become nonqualified distributions as owner)

• RMDs over beneficiary’s own fixed single life expectancy
using Single Life Table
– Payments begin by Dec. 31 of the year after the owner dies
• If more than one, the beneficiaries will have until Dec. 31
of the year after owner’s death to divide the IRA into
separate shares
– Beneficiaries can choose their own options and whether
to take RMDs using their own life expectancy
• Minor beneficiary(ies) should have a trust or custodian
named under their state Uniform Gifts to Minors Act or
Uniform Transfers to Minors Act; many states forbid an
insurance company from paying funds to a minor directly

Certain trusts
• RMDs over the fixed life expectancy of
the oldest trust beneficiary, as the trust
terms dictate

No designated beneficiary3
• Lump sum
• 5-year deferral

• All trust beneficiaries must be persons and
these trust rules met:
– The trust is valid under state law
– The trust is, or becomes, irrevocable at
owner’s death
– The trust beneficiaries are all identifiable
individuals
– The IRA provider is given a copy of the
trust/documentation of beneficiaries
information

1

Roth IRAs have no required beginning date and no required minimum distributions (RMDs) for the Roth IRA owner. The Roth IRA beneficiaries, however, are subject to these RMD rules.

2

Child, grandchild, sibling, partner, stepchild, etc.

3

No designated beneficiary, no named default in IRA provisions, and/or a non-natural entity (estate, charity, corporation, etc.). Keep in mind that estate will be the beneficiary unless IRA provisions specify differently.

Any transaction that involves a recommendation to liquidate funds held in a securities product, including those within an IRA, 401(k), or other retirement plan, for the purchase of an annuity, can be conducted only by individuals
currently affiliated with a properly registered broker/dealer or registered investment advisor. If your financial professional does not hold the appropriate registration, please consult with your own broker/dealer representative or registered
investment advisor for guidance on your securities holdings.
This document is designed to provide general information on the subjects covered. It is not, however, intended to provide specific legal or tax advice and cannot be used to avoid tax penalties or to promote, market, or recommend any
tax plan or arrangement. Please note that Allianz Life Insurance Company of North America, Allianz Life Insurance Company of New York, their affiliated companies, and their representatives and employees do not give legal or tax advice.
You are encouraged to consult your tax advisor or attorney.
Purchasing an annuity within a retirement plan that provides tax deferral under sections of the Internal Revenue Code results in no additional tax benefit. An annuity should be used to fund a qualified plan based upon the annuity’s
features other than tax deferral. All annuity features, risks, limitations, and costs should be considered prior to purchasing an annuity within a tax-qualified retirement plan.
• Not FDIC insured • May lose value • No bank or credit union guarantee • Not a deposit • Not insured by any federal government agency or NCUA/NCUSIF
Guarantees are backed by the financial strength and claims-paying ability of Allianz Life Insurance Company of North America and Allianz Life Insurance Company of New York. Variable annuity guarantees do not apply to the performance of the variable subaccounts,
which will fluctuate with market conditions.
Products are issued by Allianz Life Insurance Company of North America, 5701 Golden Hills Drive, Minneapolis, MN 55416-1297. www.allianzlife.com. In New York, products are issued by Allianz Life Insurance Company of New York, 28 Liberty Street, 38th Floor, New York, NY
10005-1422. www.allianzlife.com/new-york. Only Allianz Life Insurance Company of New York is authorized to offer annuities and life insurance in the state of New York. Variable products are distributed by their affiliate, Allianz Life Financial Services, LLC, member FINRA ,
5701 Golden Hills Drive, Minneapolis, MN 55416-1297. www.allianzlife.com
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