They're Baaack ... Required Minimum Distributions for
2010

Required minimum distributions, often referred to as RMDs, are amounts the federal
government requires you to withdraw annually from traditional IRAs and employersponsored retirement plans after you reach age 70½ (or, in some cases, after you
retire). RMDs are also required if you inherit an IRA (traditional or Roth) or employer
plan account. You can always withdraw more than the minimum amount from your IRA
or plan in any year, but if you withdraw less than the required minimum, you'll be subject
to a federal penalty tax equal to 50% of the shortfall.
In response to deteriorating economic conditions in 2008, Congress (as part of the
Worker, Retiree, and Employer Recovery Act of 2008, or "WRERA") waived RMDs from
IRAs and defined contribution employer plans for the 2009 calendar year. This allowed
individuals to avoid having to deplete retirement plan assets while the value of those
assets was suddenly depressed. But RMDs are back for 2010. Here's how the rules
apply.

IRA Owners and Employer Plan Participants
If you turned 70½ before 2009, your RMD for the 2009 calendar year, which was due by
December 31, 2009, was waived. You must now resume taking RMDs. Your next RMD
(based on your December 31, 2009, account balance) must be taken no later than
December 31, 2010.
If you turned 70½ in 2009, your first RMD (for the 2009 calendar year) was due by April
1, 2010. This RMD was waived. You must now take your first RMD (for the 2010
calendar year, based on your account value as of December 31, 2009) no later than
December 31, 2010. You'll need to take your second RMD from the account (for the
2011 calendar year) no later than December 31, 2011.
If you turned 70½ in 2010, your RMDs are not impacted by the 2009 waiver at all. Your
first RMD (for the 2010 calendar year) is due by April 1, 2011, and is based on the value
of your account on December 31, 2009. You'll need to take a second RMD from the
account no later than December 31, 2011.

Inherited Accounts
In general, if you inherit an IRA (traditional or Roth) or employer-plan account, you must
begin taking RMDs over your life expectancy ("life expectancy" rule) starting with the

year following the year of the account owner's death. Alternatively, you may elect, or
your plan may require, that you withdraw the entire account by December 31 of the
calendar year containing the fifth anniversary of the account owner's death ("five-year"
rule).
Per the WRERA, if you inherited an IRA or employer account, and you were using the
life expectancy payout rule, then your RMD for the 2009 calendar year was waived. You
must take an RMD for the 2010 calendar year no later than December 31, 2010.
If you inherited an IRA or employer account, and you were using the five-year rule for
RMDs, you ignore 2009 when determining when your five-year period ends. So, for
example, if your original five-year deadline was December 31, 2009, you ignore 2009
and you now have until December 31, 2010, to complete withdrawals from the account.
Similarly, if your original five-year deadline was December 31, 2013, your new deadline,
ignoring 2009, is December 31, 2014.
If you inherited an employer plan account, you may have been given the right to elect
whether to use the five-year rule or the lifetime expectancy payout rule for taking RMDs.
This election is generally required no later than December 31 of the year following the
year of the account owner's death. Per IRS Notice 2009-82, if your deadline for making
the election was December 31, 2009, you now have until December 31, 2010, to make
that election.
If you inherited an employer account from someone other than your spouse, and the
five-year rule applies to your benefit, you generally have until December 31 of the year
following the year of the account owner's death to make a direct rollover of the account
to an inherited IRA, and use the lifetime expectancy payout rule for distributions from the
IRA. If the account owner died in 2008, you generally would have needed to complete
your rollover by December 31, 2009. Per Notice 2009-82, you have until December 31,
2010, to complete the rollover.
As you can see, the 2009 waiver significantly complicates the RMD landscape for 2010.
If you're taking RMDs from an IRA or employer-sponsored retirement plan, you may
want to consider reviewing your situation with your financial professional.
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