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Legend:
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Cbunty C = hhkkkkhkhkhkkhkkhhkhkkkdkhhdkhhkdkhddkdhhkx
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Individual S = ***%xkkkdkkkkkrkhdkhdhhkrhhhhdhrhdrhhn
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Dear M***kdkkkdkxhk ki

This is in response to a ruling request dated Cctober
24, 2000, submtted on your behalf by your authorized
representative, regarding the federal tax treatment of
certain transactions described bel ow

The following facts and representati ons have been
submtted on your behalf:

| ndi vidual D was born on August 9, 1922 and died on
August 30, 1999, at the age of 77. At the tine of his
death, Individual D had been retired for approximately ten
years. | ndi vidual D was predeceased by his wfe,
| ndi vidual W who died on Septenber 25, 1991. | ndi vi dual D
was survived by his two sons, Individual S and Individual
T, who were his only children. | ndi vi dual S was born on
April 2, 1948 and Individual T was born on Septenber 26,
1951. Individual D died testate and his will has been
admtted to probate in County C of State A | ndi vidual D's
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wi |l provided for the paynment of debts and taxes out of his
residuary estate, the distribution of personal property and
the payment of a $5000.00 pecuniary bequest to his son,
Individual T, all of which have been paid from assets in
his estate. Article v of Individual D's will states, "I
devi se and bequest all the rest, residue and remai nder of
ny estate in shares of equal value to ny surviving

children, Individual S and Individual T, or to the living

i ssue, per stirpes, of any of ny children who predecease
me..". Individual S and Individual T were naned as co-
executors in Individual Ds will and were so qualified by
County C, State A Cerk of Court's Estate File on Septenber
3, 1999.

One of the assets owned by Individual D at the tine of
his death was an individual retirenment account, IRA X
whi ch | ndividual D had purchased in My, 1984. You
represent that all times that Individual D dealt with
Brokerage FirmY, he dealt with the same advisor. You
further represent that this advisor and Individual D kept
in close contact from 1984 until Individual Ds death in
1999, and that this advisor was aware of the events in
| ndi vidual D's personal life, including the fact of
| ndi vidual Ws death and the fact that Individual D had two
grown children. At the time Individual D purchased |IRA X
he conpleted a beneficiary designation formin which he
naned I ndividual Was the prinmary beneficiary. No
alternate beneficiary was naned, and there was no place on
the formto designate an alternate beneficiary. After
| ndi vidual W's death, Individual D never conpleted, and, to
the best of Individuals S and T's know edge, was never
advi sed by Brokerage Firm Y's advisor to conplete another
beneficiary designation form Brokerage FirmyY's formthat
governed Individual Ds IRA X provided that if no
desi gnated beneficiary survives the IRA holder or if no
beneficiary designation is in effect at his/her death, the
IRA bal ance will be paid out to the spouse or, if not
survived by a spouse, to the estate of the |RA hol der.

| ndi vidual D reached age 70 1/2 in 1993 and was
required to begin taking mninmum required distributions
fromIRA X by April 1, 1994. Prior to this date,
Individual D did not file an election, and to the best of
I ndividuals S and T's know edge, was never inforned by
Brokerage Firm Y' s advisor of his rights to nake an
el ection regardi ng whether to pay out his mninmm required
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distributions over his sole |ife expectancy as conputed as
of his required beginning date or whether to recal cul ate
his life expectancy annually. |RA X provided that unless a
pl an enpl oyee elected otherwise, his |life expectancy woul d
be recal cul ated annually under the IRA |ife expectancy
tables. Accordingly, Individual D, in 1994, for the year
1993, began receiving his required mninumdistributions
based upon his |ife expectancy, which was recal cul ated each
year. He received annual distributions fromIRA X for the
years 1993, 1994, 1995, 1996, 1997, 1998 and 1999. \When

| ndi vidual D died on August 30, 1999, there was no
beneficiary named for IRA X Since Individual D died
testate and his wll left his entire net estate, other than
a small pecuniary bequest, equally to his sons, Individuals
Sand T, Individual Ds entire residuary estate, including
IRA X, will pass equally to his sons Individuals S and T,
the co-executors. Your representative inforned the

| nt ernal Revenue Service on March 28, 2001, that
distributions fromIRA X were nade to Individual Ds estate
by Decenber 31, 2000.

Based upon the aforenmentioned facts, your authorized
representative has requested rulings that:

(1) Individual Ds sons, Individual S and I|ndividual
T, rather than Individual D's estate, be treated
as the payees or distributees of IRA X;

(2) Individual Ds sons, Individual S and I|ndividual
T, be treated as the designated beneficiaries of
| RA X;

(3) Individual D's sons, Individual S and I|ndividual
T, are eligible to treat the distributions from
IRA X to the estate as distributions to them
i ndi vi dual | y;

(4) Individual D's sons, Individual S and |ndividual
T, will only be required to include in gross
i ncome for federal income tax purposes for the
years since D's death, those amounts which would
have been required to be paid out to themif they
had been naned the beneficiaries of IRA X and the
| RA X benefits had been paid out over the
shortest of their |ife expectancies;

(5) |IRA X be paid out over the joint |life expectancy
of Individual D and the older of the two
beneficiaries, Individual S and Individual T, the

joint life expectancy to be determ ned as of
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| ndi vidual D's required beginning date for
recei ving distributions under |RA X

(6) Individual Ds estate is not required to receive
the distribution of the entire remaining bal ance
in IRA X by Decembers 31, 2000; and,

(7) any distributions fromIRA X will not result in
any penalty under section 4974 of the Internal
Revenue Code.

Section 408(d)(l) of the Code provides generally that
any anount paid or distributed out of an I RA shall be
included in gross incone by the payee or distributee, as
the case may be, in the manner provided under section 72.

Section 408(a) (6) of the Code provides, with respect
to IRAs, that rules simlar to the rules of section
401(a)(9) of the Code and the incidental death benefit
requi rements of section 401(a) shall apply to the
distribution of the entire interest of an individual for
whose benefit the IRA i s naintained.

Section 401(a) (9) (A (ii) of the Code provides that the
entire interest of an enployee will be distributed
begi nning not later that the required beginning date, in
accordance with regulations, over the life of such enpl oyee
or over the lives of such enployee and a designated
beneficiary (or over a period not extending beyond the life
expectancy of such enployee or the |ife expectancy of such
enpl oyee and a desi gnated beneficiary).

Section 401(a) (9) (B) of the Code provides that if the
distribution of the enployee's interest has begun in
accordance with subparagraph (A) (ii) above and the enpl oyee
dies before his entire interest has been distributed to
him the remaining portion of such interest will be
distributed at |east as rapidly as under the method of
di stributions being used as of the date of his death.

Section 401(a) (9)(D) of the Code provides generally
that the |ife expectancy of an enpl oyee nmay be redeterm ned
but not nore frequently than annually.

Section 1.401(a) (9)-1 of the Proposed Income Tax
Regul ati ons ("Regulations"), QA D-2, provides that except
for former beneficiaries, designated beneficiaries are only
i ndi vidual s who are designated as beneficiaries under the
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plan, either by the terns of the plan, or if the plan
provi des, by an affirmative election by the enployee (or
t he enpl oyee's surviving spouse) specifying the
beneficiary.

Section 1.401(a) (8)-1 of the Proposed Regul ations, QA
D-3, provides that generally the designated beneficiary
will be determned as of the enployee' s required beginning
date, and if, as of that date, there is no designated
beneficiary under the plan to receive the enpl oyee's
benefit upon the enployee's death, the distribution period
described in section 401(a) (9) (A (ii) is limted to the
enpl oyee's |ife expectancy (or a period not extending
beyond the enpl oyee's |ife expectancy).

Section 401(a) (9)-1 of the Proposed Regul ations, Q8%A E-
gla) , provides rules for recalculating |ife expectancies
annual ly. Upon the death of the enployee the recal cul ated
l'ife expectancy of the enployee will be reduced to zero in
t he cal endar year follow ng the cal endar year of death.
Further, 1in any calendar year in which the [ast applicable
l'ife expectancy is reduced to zero, the plan nust
distribute the enployee's entire remaining interest prior
to the last day of such year in order to satisfy section
401 (a) (9) of the Code.

In this case, Individual D began receiving his
required mninumdistributions fromIRA X in 1994. Wen
Individual D died in 1999, his wife had predeceased him
and there was no designated beneficiary either under the
terms of IRA X nor as a result of an affirmative el ection
by Individual D. Therefore, his distribution period was
limted to his life expectancy. Since Individual D had
recal culated his life expectancy annually, his life
expectancy was reduced to zero in 2000, the cal endar year
follow ng the calendar year of death. Under the
regulations, Individual Ds entire renmaining interest in
|RA X had to be distributed prior to Decenber 31, 2000.

Thus, we conclude that Individuals S and T, Individual
D's sons, may not be treated as designated beneficiaries of
| ndi vidual D's I RA X because the terns of IRA X did not so
nane them as desi gnated beneficiaries, and I|ndividual D
made no affirmative election to designate them as
beneficiaries of his IRA X
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Since we have concluded that Individuals S and T nay
not be treated as designated beneficiaries of IRA X, ruling
requests one, three, four, five, six and seven are noot.

This ruling is based on the assunption that at al
relevant times, |RA X meets the requirenments of section 408
of the Code.

This ruling is directed only to the taxpayer who
requested it. Section 6110(k) (3) of the Code provides that
it may not be used or cited by others as precedent.

A copy of this letter has been sent to your authorized
representative in accordance with a power of attorney on
file with this office.

Sincerely yours,
(signed) JOYCE B. FLOYD

Joyce E. Floyd, Manager

Enpl oyee Pl ans Technical Goup 2

Tax Exempt and Gover nment
Entities Division

Encl osures:
Del eted Copy of this Letter
Notice of Intention to D sclose




