
Robert W. Baird & Co. Incorporated. Baird does not provide tax or legal advice. Page 1 of 2 

WEALTH SOLUTIONS GROUP 

Since the passing of the SECURE Act in December 
of 2019, planning professionals across the industry 
have all interpreted the 10-year “stretch-out” rule the 
same way; however, in April of 2021, the IRS issued 
Publication 590-B for the 2020 year, changing the 
landscape for beneficiary RMDs. 

 

THE INTERPRETATION OF THE SECURE ACT  

In December of 2019, President Trump signed the Setting Every Community Up for Retirement Enhancement 
“SECURE” Act into law. This new law had a profound impact on IRA beneficiary designations and the “stretch-out” rules 
available when an IRA owner (or inherited IRA owner) died in 2020 or later.  

Prior to the implementation of the SECURE Act (pre-2020), IRA owners that had named a non-eligible designated 
beneficiary (detailed below), including individuals or trusts, would be able to “stretch-out” the required minimum 
distributions (RMDs) over their life expectancy, or at a minimum, over the oldest countable beneficiary’s life expectancy. 
Similarly, inherited IRA beneficiaries (known as successor beneficiaries) would continue to use the life expectancy 
payout provisions associated with the inherited IRA owner upon their death. Therefore, if a non-eligible designated 
beneficiary was using their life expectancy for determining their RMDs, then the successor beneficiaries would continue 
to use the same RMD method as the inherited IRA owner upon his or her death.  

Starting in 2020, IRA owners that had named a non-eligible designated beneficiary, including individuals or trusts, would 
NOT be able to “stretch-out” the required minimum distributions (RMDs) over their life expectancy, or at a minimum, 
over the oldest countable beneficiary’s life expectancy. Instead, the IRS would impose a 10-year “stretch-out” option. 
Leading industry experts all presumed that the new 10-year rule would be similar to the 5-year rule, meaning the 
inherited IRA owner could take as much or as little from the inherited IRA as long as the account was depleted by 
December 31st of the tenth year following the IRA owner’s death.  

In addition to the 10-year rule for a non-eligible designated beneficiary, the SECURE Act added a 10-year rule for 
successor beneficiaries of an eligible designated beneficiary if the inherited IRA owner died in 2020 or later. Again, 
industry experts all presumed that the new 10-year rule would be similar to the 5-year rule, meaning the successor 
beneficiary could withdraw as much or as little from the inherited IRA over the first 9 years, as long as the account was 
depleted by December 31st of the tenth year following the inherited IRA owner’s death.  

 

ELIGIBLE DESIGNATED BENEFICIARIES VS. NON-ELIGIBLE DESIGNATED BENEFICIARIES 

The SECURE Act introduced a new category of beneficiaries called “eligible designated beneficiaries” who are still 
entitled to life expectancy payout (modified in some cases).   Eligible designated beneficiaries are the surviving spouse 
of the participant, a minor child of the participant, a disabled beneficiary, a chronically ill beneficiary, and a beneficiary 
not more than 10 years younger than the participant.   Therefore, the non-eligible designated beneficiary referenced 
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above is any individual or qualified trust beneficiary that does not fall into the category of eligible designated beneficiary, 
and thus is subject to the 10-year rule. 

 

RELEASE OF 2020 IRS PUBLICATION 590-B 

In late March of 2021, the IRS issued the 2020 Publication 590-B. There were a host of changes made by the SECURE 
Act that meant significant change to the publication; however, in the section titled “Figuring the Beneficiary’s Required 
Minimum Distribution” on page 11 and 12, the first example on page 12 illustrates the 10-year rule as follows: 

 

“Your father died in 2020. You are the designated beneficiary of your father’s traditional IRA. You are 53 years old 
in 2021, which is the year following your father’s death. You use Table I and see that your life expectancy in 2021 
is 31.4. If the IRA was worth $100,000 at the end of 2020, your required minimum distribution for 2021 would be 
$3,185 ($100,000 ÷ 31.4).”¹ 

 

If we were to extrapolate this example out over a 10-year period, then the inherited IRA owner would use their life 
expectancy under the Single Life Expectancy Table (Table I) and subtract one from the original factor each year for the 
first nine years, meaning in year nine, the life expectancy factor would be 23.4. In the tenth year, the inherited IRA 
owner would be required to deplete the account by December 31st.  

For successor beneficiaries of a non-eligible designated beneficiary, the inherited IRA will continue to be depleted over 
the 10-year period using the original inherited IRA owner’s life expectancy and the IRA will be terminated by December 
31st of the 10th year following the original IRA owner’s death.   

For successor beneficiaries of an eligible designated beneficiary, the 10-year rule will commence and the account will 
be depleted using the now deceased eligible designated beneficiary’s remaining life expectancy for the first nine years. 
In the 10th year following the now deceased eligible designated beneficiary’s death, the inherited IRA must be depleted 
by December 31st.  

  

WHERE DO WE GO FROM HERE?  

The IRS has yet to issue proposed regulations on this matter, however, upon their release, industry experts will be 
eager to provide the IRS with their perspectives during the comment period and prior to any final regulations being 
issued. It should also be noted that the example referenced above is the same example used in the 2019 IRS 
Publication 590-B so there is a possibility that the IRS just failed to update the example.  

 

At this time, Baird is running an analysis of all inherited IRAs that would be subject to the 10-year rule to understand its 
universe of clients that could be impacted by this surprising change in perspective. Clients subject to the 10-year rule 
should be made aware that there are conflicting views of how the 10-year rule is to be calculated and that a 2021 RMD 
may be necessary. We will continue to monitor the IRS for updates on this matter and provide an update once greater 
clarity is known.  

 


