New Simplified Rules for
Minimum Required Distributions

Announcement 2001-23

The Service announces supplements to
Publication 575, Pension and Annuity
Income, and Publication 590, Individual
Retirement Arrangements, that take
into account proposed regulations
(REG-130477-00; REG-130481-00)
substantially simplifying the calculation
of minimum required distributions from
qualified plans, IRAs, and other related
retirement savings vehicles.

Supplement to Publication 575,
Pension and Annuity Income

New Simplified Rulesfor Minimum
Required Distributions

After Publication 575 was printed, the
IRS issued new rules that ssmplify how
minimum required distributions will be
figured after 2001. For 2001, the mini-
mum required distribution can be figured
using either these new rules or the old
rules explained in Publication 575,
Pension and Annuity Income. For most
people, the new simplified rules will
result in lower minimum required distrib-
utions.

If you are age 70 1/2 or older and par-
ticipate in aqualified retirement plan or if
you are the beneficiary of such aplan, you
may be subject to an additional tax if the



amount distributed annually by the planis
less than the minimum required distribu-
tion for the year. This additional tax
applies to distributions from qualified
employee plans, qualified employee
annuity plans, section 457 deferred com-
pensation plans, tax-sheltered annuity
plans, and individual retirement arrange-
ments (IRAS). The additional tax is dis-
cussed in Publication 575 beginning on
page 30.

If your required beginning date is April
1, 2001 (either because you attained age
70 1/2 or retired in 2000), and you are tak-
ing your minimum required distribution
for 2000 by April 1, 2001, do not use the
new rules for figuring the distribution for
2000. Instead, use the old rules in
Publication 575. Use the new rulesfor fig-
uring the required distribution for 2001
that must be made by the end of 2001.

For detailed information about the new
rules, see the proposed regulations pub-
lished in the Federal Register on January
17, 2001, 66 F.R. 3928, and Announce-
ment 2001-18 in this Bulletin. The cor-
rected version of the proposed regulations
will be in Interna Revenue Bulletin
2001-11 dated March 12, 2001.

Distributions during the employee’s life-
time. Under the new rules, minimum
required distributions during your lifetime
are based on a distribution period that can
be determined using asingle table and your
age. The distribution period is not affected
by your beneficiary’s age unless your sole
beneficiary is your spouse who is more
than 10 years younger than you are. In that
case you can use a different table.

To figure the minimum required distri-
bution for 2001, divide your account bal-
ance at the end of 2000 by the distribution
period from the table. You can use the
tables in Publication 590, Individual
Retirement Arrangements (IRAs), to
determine the distribution period. This is
the “applicable divisor” listed next to your
age (as of your birthday in 2001) in the
Table for Determining Applicable Divisor
for MDIB (Minimum Distribution
Incidental Benefit) on page 80 of
Publication 590, unless your sole benefi-
ciary is your spouse who is more than 10
years younger than you are. In that case,
use the number at the intersection of the
ages of you and your spouse (as of your
birthdays in 2001) in Table Il (Joint and
Last Survivor Expectancy) beginning on

page 76 of Publication 590. These rules
also apply for figuring the minimum
required distribution for 2001 for an
employee who dies in 2001 after his or
her required beginning date.
Distributions after the employee's
death. Under the new rules, if the desig-
nated beneficiary of the employee is an
individual, such as the employee’s spouse
or child, minimum required distributions
for years after the year of the employee's
death are generally based on a distribution
period that can be determined using the
beneficiary’s single life expectancy. This
rule applies whether or not the death
occurred before the employee’s required
beginning date. If the employee’s benefi-
ciary is not an individual (for example, if
the beneficiary is the employee's estate),
the rule for determining minimum
required distributions for years after the
employee’s death depends on whether or
not the death occurred before the employ-
e€'s required beginning date.

If the employee’s designated benefi-
ciaryisan individual. To figure the mini-
mum required distribution for 2001,
divide the account balance at the end of
2000 by the distribution period. You can
use Table | (Sngle Life Expectancy) in
Publication 590 to determine the distribu-
tion period, asfollows.

e Spouse as sole designated beneficiary.
Thedistribution period isthe divisor list-
ed in the table next to the spouse’'s age
(as of the spouse’s birthday in 2001). If
the employee died before the year in
which he or she attained age 70 1/2, dis-
tributions to the spouse need not begin
until the year in which the employee
would have attained age 70 1/2.

¢ Other designated beneficiary. The distri-
bution period is the divisor listed in the
table next to the beneficiary’s age (as of
his or her birthday in the year following
theyear of the employee’sdesath), reduced
by one for each elapsed year since the
year following the employee’s desth.

If the employee’s designated benefi-
ciary isnot an individual. Determine the
minimum required distribution for 2001
as follows.

* Death on or after the required begin-
ning date. Divide the account balance
at the end of 2000 by the distribution
period from Table | (Single Life
Expectancy) on page 75 of Publication

590. The distribution period is the divi-
sor listed next to the employee's age (as
of his or her birthday in the year of
death), reduced by one for each elapsed
year since the year of death.

« Death before the required beginning
date. The 5-year rule continuesto apply.
Under this rule, the entire account must
be distributed by the end of the fifth
year following the year of the employ-
ee€'s death. No distribution is required
for a year before that fifth year. This
rule may also be elected by a beneficia
ry who is an individual.

Supplement to Publication 590,
Individual Retirement Arrangements
(IRAS)

New Simplified Rulesfor Minimum
Required Distributions

After Publication 590 was printed, the
IRS issued new rules that smplify how
minimum required distributions will befig-
ured after 2001. For 2001, you can figure
the minimum required distribution using
either these new rules or the old rules
explained in Publication 590, Individual
Retirement Arrangements (IRAS). For most
people, the new simplified rules will result
in lower minimum required distributions.

If you are age 70 1/2 or older and own a
traditional IRA or if you are the beneficiary
of an IRA, you may be subject to an addi-
tional tax if you do not take annual distribu-
tions from the IRA of a least the minimum
required distribution for the year. Thisisdis-
cussed in Publication 590 beginning on
page 21, under When Must | Withdraw IRA
Assets? (Required Digtributions).

If you attained age 70 1/2 in 2000 and
are taking your minimum required distrib-
ution for 2000 by April 1, 2001, do not use
the new rules for figuring the distribution
for 2000. Instead, use the old rules in
Publication 590. Use the new rulesfor fig-
uring the required distribution for 2001
that must be made by the end of 2001.

For detailed information about the new
rules, see the proposed regulations pub-
lished in the Federal Register on January
17, 2001, 66 FR. 3928, and Announce-
ment 2001-18 in this Bulletin. The cor-
rected version of the proposed regulations
will be in Interna Revenue Bulletin
2001-11 dated March 12, 2001.

Distributions during the owner’s life-
time. Under the new rules, minimum



required distributions during your lifetime
are based on a distribution period that can
be determined using asingle table and your
age. The distribution period is not affected
by your beneficiary’s age unless your sole
beneficiary is your spouse who is more
than 10 years younger than you are. In that
case, you can use a different table.

To figure the minimum required distrib-
ution for 2001, divide your account balance
at the end of 2000 by the distribution peri-
od from the table. This is the “applicable
divisor” listed next to your age (as of your
birthday in 2001) in the Table for
Determining Applicable Divisor for MDIB
(Minimum Distribution Incidental Benefit)
on page 80 of Publication 590, unless your
sole beneficiary isyour spouse who is more
than 10 years younger than you are. In that
case, use the number at the intersection of
the ages of you and your spouse (as of your
birthdays in 2001) in Table Il (Joint and
Last Survivor Expectancy) beginning on
page 76 of Publication 590. Theserulesaso
apply for figuring the minimum required
distribution for 2001 for an owner who dies
in 2001 after his or her required beginning
date.

Distributions after the owner’s death.
Under the new rules, if the designated
beneficiary of the owner is an individual,
such as the owner’s spouse or child, min-
imum required distributions for years
after the year of the owner’s death gener-
ally are based on a distribution period that
can be determined using the beneficiary’s
single life expectancy. This rule applies
whether or not the death occurred before
the owner’s required beginning date. If
the owner’s beneficiary is not an individ-
ual (for example, if the beneficiary is the
owner’s estate), the rule for determining
minimum required distributions for years
after the owner’'s death depends on
whether or not the death occurred before
the owner’s required beginning date.

If the owner’s designated beneficiary
is an individual. To figure the minimum
required distribution for 2001, divide the
account balance at the end of 2000 by the
distribution period from Table | (Sngle
Life Expectancy) on page 75 of
Publication 590. Determine the distribu-
tion period as follows.

« Spouse as sole designated beneficiary.

The distribution period is the divisor

listed in the table next to the spouse's
age (as of the spouse's birthday in
2001). If the owner died before the year
in which he or she attained age 70 1/2,
distributions to the spouse need not
begin until the year in which the owner
would have attained age 70 1/2.

e Other designated beneficiary. The dis-
tribution period isthedivisor listed in the
table next to the beneficiary’s age (as of
his or her birthday in the year following
the year of the owner’s death), reduced
by one for each elapsed year since the
year following the owner’s death.

If the owner’s beneficiary is not an
individual. Determine the minimum
required distribution for 2001 as follows.
e Death on or after the required begin-

ning date. Divide the account balance

at the end of 2000 by the distribution
period from Table | (Single Life

Expectancy) on page 75 of Publication

590. The distribution period is the divi-

sor listed next to the owner’s age (as of

his or her birthday in the year of death),
reduced by one for each elapsed year
since the year of death.

« Death before the required beginning
date. The 5-year rule continuesto apply.
Under this rule, the entire account must
be distributed by the end of the fifth
year following the year of the owner’s
death. No distribution is required for a
year before that fifth year. This rule
may also be elected by a beneficiary
who is an individual.




