
Facts to Know When You Inherit  
a Non-Spousal IRA

There are many planning and distribution considerations for individuals  
inheriting a non-spouse’s IRA (Traditional, Roth, SEP or SIMPLE). It is imperative  
that you have a clear understanding of your options so you can take advantage  
of the many ways to stretch-out the life of these IRA assets. Continuation of  
tax-deferred compounding can help build wealth for you and your family.

Our goal at Wachovia Securities is to assist you in understanding the minimum 
distribution rules, establishing separate accounts (or executing a plan-to-plan  
transfer), and naming your successor beneficiary.

The first step is to understand the options available to you for your inheritance:

Beneficiary IRA Owner Dies BEFORE
the Required Beginning Date

IRA Owner Dies AFTER the
Required Beginning Date

Non-Spouse Inherited IRA – Take Required 
Minimum Distribution (RMD) 
by December 31 of each year  
beginning with the year  
following the IRA owner’s year 
of death using Single Life Table 
(Term Certain) based on  
beneficiary’s age. That life 
expectancy will then be reduced 
by one in each subsequent year.

Five-Year Rule – Deplete the 
IRA during a five-year period 
that begins on December 31 
following the death of the IRA 
owner. The entire account must 
be distributed by the end of the 
fifth year.

Lump-Sum Distribution

Use Disclaimer – Disclaim 
(refuse) all or a portion of IRA 
assets.

Inherited IRA – Take RMD by 
December 31 of each year  
beginning with the year  
following the IRA owner’s year 
of death using Single Life Table 
(Term Certain) based on  
beneficiary’s age or; if the  
beneficiary is older than the  
deceased IRA owner,  
distribution may be based on  
the deceased IRA owner’s age. 
That life expectancy will then  
be reduced by one in each  
subsequent year.

Lump-Sum Distribution

Use Disclaimer – Disclaim 
(refuse) all or a portion of IRA 
assets.



Beneficiary IRA Owner Dies BEFORE
the Required Beginning Date

IRA Owner Dies AFTER the
Required Beginning Date

Multiple
Beneficiaries

Inherited IRA
• If account is divided by  
 December 31 of the year  
 following the IRA owner’s   
 year of death, each beneficiary  
 will take an RMD by December  
 31 of each year beginning with  
 the year following the IRA   
 owner’s year of death using  
 Single Life Table (Term  
 Certain) based on their  
 individual age. That life  
 expectancy will then be  
 reduced by one in each  
 subsequent year.
• If account is NOT divided by   
 December 31 of the year  
 following the IRA owner’s year  
 of death, take RMD by  
 December 31 of each year  
 beginning with the year  
 following the IRA owner’s  
 year of death using Single Life 
 Table (Term Certain) based on  
 the age of the oldest  
 beneficiary. That life  
 expectancy will then be   
 reduced by one in each  
 subsequent year.

Five-Year Rule – Deplete the 
IRA during a five-year period 
that begins on December 31 
following the death of the IRA 
owner. The entire account must 
be distributed by the end of the 
fifth year.

Lump-Sum Distribution

Use Disclaimer – Disclaim 
(refuse) all or a portion of IRA 
assets within nine (9) months 
after the IRA owner’s death. 

Inherited IRA
• If account is divided by  
 December 31 of the year  
 following the IRA owner’s year 
 of death, each beneficiary will  
 take an RMD by December 31 of  
 each year beginning with the  
 year following the IRA owner’s  
 year of death using Single Life  
 Table (Term Certain) based on  
 their individual age. That life  
 expectancy will then be reduced  
 by one in each subsequent year.
• If account is NOT divided by  
 December 31 of the year  
 following the IRA owner’s year  
 of death, take RMD by  
 December 31 of each year  
 beginning with the year  
 following the IRA owner’s year  
 of death using Single Life Table  
 (Term Certain) based on the age  
 of the oldest beneficiary. That  
 life expectancy will then be  
 reduced by one in each  
 subsequent year.

Lump-Sum Distribution

Use Disclaimer – Disclaim  
(refuse) all or a portion of IRA  
assets within nine (9) months 
after the IRA owner’s death.



Non-spouse beneficiaries do not have the ability to roll over the IRA they inherit to 
their own IRA.  If you decide to keep the IRA you inherit, the IRA Custodian must 
keep the IRA titled as an “Inherited” or “Beneficiary” IRA. The wording on the  
account may vary, but the important thing is that the account clearly shows that it is 
for the benefit of the beneficiary, but is NOT the beneficiary’s IRA. The name of the 
deceased participant should appear with indication that the beneficiary controls  
the account.

If there are multiple beneficiaries and their shares are fractional, they may be best 
served by establishing separate accounts, so that each beneficiary can select his/her 
own investments and use his/her own age to compute RMDs.

Beneficiary IRA Owner Dies BEFORE
the Required Beginning Date

IRA Owner Dies AFTER the
Required Beginning Date

Trust Inherited IRA
If the trust is considered a “look 
through trust”, take RMDs by  
December 31 of each year  
beginning with the year  
following the IRA owner’s year 
of death based on age of oldest 
trust beneficiary using Single 
Life Table (Term Certain). Each 
distribution is paid to the trust 
account. That life expectancy will 
then be reduced by one in each 
subsequent year.

Five-Year Rule – Deplete the 
IRA during a five-year period 
that begins on December 31 
following the death of the IRA 
owner. The entire account must 
be distributed by the end of the 
fifth year.

Lump-Sum Distribution

Inherited IRA
If the trust is considered a “look 
through trust”, take RMDs by  
December 31 of each year  
beginning with the year  
following the IRA owner’s year  
of death based on age of oldest 
trust beneficiary using Single  
Life Table (Term Certain). Each  
distribution is paid to the trust 
account. That life expectancy will 
then be reduced by one in each  
subsequent year.

Lump-Sum Distribution

Charity, Estate Five-Year Rule – Deplete the 
IRA during a five-year period 
that begins on December 31 
following the death of the IRA 
owner. The entire account must 
be distributed by the end of the 
fifth year.

Lump-Sum Distribution

Inherited IRA
RMDs based on age of IRA  
owner at death. Use Single Life 
Table (Term Certain). That life  
expectancy will then be reduced 
by one in each subsequent year.

Lump-Sum Distribution

 



The division of the deceased’s account into separate Inherited IRAs is considered a 
plan-to-plan transfer and is not a taxable event. Beneficiaries avoid the 10 percent  
penalty in Inherited IRA accounts no matter the age of the beneficiary. The 10  
percent penalty is waived, as this is a “death distribution.” The beneficiary only owes 
ordinary income tax on withdrawal.

Any RMD that should have been taken by the deceased in the year of death must be 
withdrawn by the beneficiary(s) from their Inherited IRA(s) by December 31 of the 
year of death.  The beneficiary(s) are only responsible for their portion of the RMD 
based on the portion of the IRA they inherited.

Roth owners are always considered to have died before their Required Beginning 
Date (RBD). 

Once you have established your Inherited IRA, you will want to designate your own 
“successor” beneficiary. The successor can step into your shoes and take distributions 
over the balance of your life expectancy if you die before withdrawing all of the  
assets in the IRA. Your successor beneficiary should be named as soon as possible 
after you inherit the IRA, as part of a complete estate plan.

*Special Note: The Pension Protection Act of 2006 (PPA, 2006) offers good news  
for non-spouse beneficiaries of qualified retirement plans (401(k), 403(b), 457 plans, 
etc.). Beginning January 1, 2007, non-spouse beneficiaries of such plans are able to 
request that a direct transfer of these inherited plan assets be made to an Inherited 
IRA. You will need to contact your Wachovia Securities Financial Advisor to  
establish an Inherited IRA account. You will then need to contact the plan sponsor 
for help in executing the transfer of the assets into your Inherited IRA.

NOTE: ONLY a direct transfer is allowed. This is a non-taxable distribution from  
the qualified plan that is sent directly to the new custodian and will be reported to 
the IRS as a rollover. Failure to employ the direct transfer process could make this 
transaction fully taxable to the beneficiary and end the tax-deferral available under 
the Inherited IRA.

This new option could help benefit you and your family by allowing the features of a 
“Stretch IRA” previously unavailable to non-spouse beneficiaries of a qualified plan.  
By executing the direct rollover, you will enjoy continued tax-deferred compounding. 
In addition, only annual RMDs are mandatory, you can name the beneficiary to your 
Inherited IRA and you will enjoy a broader investment selection for your Inherited 
IRA. Please also remember that “Stretch IRAs” are designed for investors who will not 
need the money in the account for their own retirement.  There is no guarantee that 
there will be assets remaining in the account at the time of the IRA owner’s death.



Please investigate all the options for handling your inheritance of qualified assets 
with your tax and legal advisors before executing a strategy.

One of the options available to individuals inheriting a non-spouse’s IRA is to take 
distributions from the IRA over their life expectancy based on the IRS Single Life 
Expectancy Table. Keep in mind that this option requires the first distribution to be 
taken no later than December 31 of the year following the deceased IRA owner’s 
year of death. Subsequent minimum distributions must be taken each year  
thereafter on a single life (term certain) basis.

Formula:

Calculating the RMD for Year 2007 or after:
Example 1 – IRA Owner Dies in Year 2006:
Ed dies in year 2006. The beneficiary of his IRA is John, his son. Ed’s IRA is moved 
into an Inherited IRA with John as beneficiary. On December 31, 2006, the IRA  
account value is $100,000. John’s attained age in year 2007 will be 35. The single life 
table shows a life expectancy of 48.5 years for a 35-year old. To satisfy his minimum 
required distribution for year 2007, John must withdraw at least $2,062 from the 
IRA prior to December 31, 2007 ($100,000 ÷ 48.5 = $2,062).

Example 2 – IRA Owner Dies BEFORE Year 2006:
Maxine dies in year 2004. The beneficiary of her IRA is Judy, her sister. Maxine’s 
IRA is moved into an Inherited IRA with Judy as beneficiary. Judy’s attained age in 
year 2005 was 50. The single life table shows a life expectancy of 34.2 for a 50-year 
old. In order to calculate the required minimum distribution for 2007, the life  
expectancy divisor for year 2005 must be reduced by 2 to reflect the subsequent 
years (2006 and 2007). Therefore, the life expectancy divisor for year 2007 is 32.2.  
The IRA account value on December 31, 2006 is $250,000. To satisfy her required 
minimum distribution for 2007, Judy must withdraw at least $7,764 ($250,000 ÷ 32.2) 
prior to December 31, 2007.

Value at last years end

Single Life Table Divisor for
attained age in year following
IRA owner’s year of death

1 for each  
subsequent year 

Required 
Minimum 
Distribution
(RMD)



We, at Wachovia Securities, understand your desire to maximize the benefits you 
can receive from your IRA inheritance. We look forward to helping you and your 
family with your financial goal and objectives.

Wachovia Securities does not provide tax or legal advice. Be sure to consult with your own tax and legal advisors before taking any action 
that would have tax consequences. Wachovia Securities is the trade name used by two separate, registered broker-dealers and non-bank 
affiliates of Wachovia Corporation providing certain retail securities brokerage services: Wachovia Securities, LLC, member NYSE/SIPC, and 
Wachovia Securities Financial Network, LLC, member NASD/SIPC. ©2006 Wachovia Securities 070171                           11/06 38980
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Age        Life
   Expectancy

0 82.4 28 55.3 56 28.7 84 8.1
1 81.6 29 54.3 57 27.9 85 7.6
2 80.6 30 53.3 58 27.0 86 7.1
3 79.7 31 52.4 59 26.1 87 6.7
4 78.7 32 51.4 60 25.2 88 6.3
5 77.7 33 50.4 61 24.4 89 5.9
6 76.7 34 49.4 62 23.5 90 5.5
7 75.8 35 48.5 63 22.7 91 5.2
8 74.8 36 47.5 64 21.8 92 4.9
9 73.8 37 46.5 65 21.0 93 4.6
10 72.8 38 45.6 66 20.2 94 4.3
11 71.8 39 44.6 67 19.4 95 4.1
12 70.8 40 43.6 68 18.6 96 3.8
13 69.9 41 42.7 69 17.8 97 3.6
14 68.9 42 41.7 70 17.0 98 3.4
15 67.9 43 40.7 71 16.3 99 3.1
16 66.9 44 39.8 72 15.5 100 2.9
17 66.0 45 38.8 73 14.8 101 2.7
18 65.0 46 37.9 74 14.1 102 2.5
19 64.0 47 37.0 75 13.4 103 2.3
20 63.0 48 36.0 76 12.7 104 2.1
21 62.1 49 35.1 77 12.1 105 1.9
22 61.1 50 34.2 78 11.4 106 1.7
23 60.1 51 33.3 79 10.8 107 1.5
24 59.1 52 32.3 80 10.2 108 1.4
25 58.2 53 31.4 81 9.9 109 1.2
26 57.2 54 30.5 82 9.1 110 1.1
27 56.2 55 29.6 83 8.6 111+ 1.0
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