Using an Inherited IRA RMD Calculator After the
SECURE Act

If you have recently inherited a retirement account from someone other than your spouse, you
have likely run into a tangle of new rules and deadlines. The SECURE Act changed the
landscape significantly, especially for non-spouse beneficiaries. Suddenly, the old stretch IRA
strategy, which let you stretch required minimum distributions over your own life expectancy, is
gone for most people. Instead, you now face a 10-year rule that can force a full withdrawal of
the account within a decade. Sorting through the options can feel overwhelming, but a good
inherited IRA RMD calculator can help you see the numbers clearly.

How the Rules Changed for Non-Spouse Beneficiaries

Before the SECURE Act took effect, a non-spouse beneficiary could take distributions from an
inherited retirement account over their own life expectancy. This was the classic stretch IRA. It
allowed the money to keep growing with compound interest, year after year, while you took only
the required minimum distribution. The tax bill stayed manageable, and the account could
provide income for decades.

Now, for most non-spouse beneficiaries who inherited an account after 2019, the 10-year rule
applies. You must withdraw the entire balance of the inherited retirement account by the end of
the tenth year after the original owner's death. There are no annual required minimum
distribution amounts during those ten years, but the entire account must be emptied by the
deadline. The old life expectancy table method for calculating your distribution period no
longer applies in many cases. This change has a huge effect on your income tax bill if the
account is a traditional IRA, because every dollar you take out is taxed as ordinary income.

There are exceptions. Eligible designated beneficiaries, such as a minor child of the original
owner, a disabled person, or someone not more than ten years younger than the deceased, can
still use the old life expectancy method. A spousal beneficiary also has more flexibility. A
spouse can treat the inherited retirement account as their own, roll it into a rollover IRA, or even
delay distributions until the deceased spouse would have turned 72. But for the typical non-
spouse beneficiary - a sibling, a friend, or an adult child - the 10-year rule is now the default.

Why You Need a Calculator for the Required Minimum Distribution

The math behind an inherited IRA RMD calculator is not complicated on its face, but it involves

several variables that interact in ways you might not expect. The biggest factor is your
distribution period. If you are subject to the 10-year rule, your distribution period is simply ten
years. But if you qualify as an eligible designated beneficiary, your distribution period is based
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on your life expectancy as listed in the IRS life expectancy table. The longer your life
expectancy, the smaller your annual required minimum distribution, and the more time the
money has to grow.

Another variable is the account type. With a traditional IRA, every distribution you take is
subject to income tax at your marginal rate. With a Roth IRA, qualified distributions are tax-free,
as long as the account was held for at least five years. A Roth IRA inherited from someone who
had already satisfied the five-year holding period means you can take money out without
paying any income tax, as long as you follow the rules. The inherited IRA RMD calculator needs
to account for this difference, because the tax impact changes your planning completely.

A good calculator also lets you model different withdrawal strategies. You might decide to take
a lump sum in year one, which could push you into a much higher tax bracket. Or you could
spread the withdrawals evenly over the ten years, keeping your marginal rate lower. You might
even choose to take nothing until the tenth year, but that could create a massive tax bill all at
once. The calculator should show you the tax consequences of each approach, so you can
make an informed choice.

What About Trusts and Beneficiary Designations?

This is where things get tricky. If the original owner named a trust as the beneficiary of the
inherited retirement account, the rules depend on whether the trust qualifies as a conduit trust.
A conduit trust essentially passes through the required minimum distribution to the trust
beneficiaries, who are treated as the designated beneficiaries for IRS purposes. If the trust is
not a conduit trust, or if it fails to meet the IRS requirements, the trust itself may have to take
the entire distribution within five years. This can create a huge tax burden and completely
change the numbers that an inherited IRA RMD calculator would show.

That is why beneficiary designation is so important. The original owner should review their
beneficiary designations regularly to make sure they align with their estate planning goals. A
financial planner can help you understand how the SECURE Act interacts with your overall plan,
especially if you have a complex family situation or a significant estate that might be subject to
estate tax. The choices you make now affect not only your beneficiaries but also the tax
treatment of the inherited retirement account.

Planning for Successor Beneficiaries

What happens if you inherit an IRA and then die before you have withdrawn all the money? The
rules for successor beneficiaries depend on the type of account and whether you were a
spousal beneficiary or a non-spouse beneficiary. If you were a spousal beneficiary and you
treated the account as your own, your own beneficiaries will inherit it under the normal rules. If



you were a non-spouse beneficiary and you were taking required minimum distribution under
the old life expectancy method, your successor beneficiary generally continues to take
distributions over your remaining life expectancy. But if you were subject to the 10-year rule,
your successor beneficiary must follow the same 10-year deadline, counting from the original
owner's death.

These rules are detailed and can be confusing. A calculator that handles successor beneficiary
scenarios is rare, but it can be valuable if you are planning your own estate or if you are a
beneficiary who wants to know what happens next. The key is to document everything and
keep good records of the original account, the beneficiary designation, and any distributions
you take.

Practical Tips for Using the Calculator

When you sit down with an inherited IRA RMD calculator, have the following information ready:

e The date of the original owner's death and your relationship to them.

* The account balance and type (traditional IRA or Roth IRA).

* Your age and your life expectancy, if you are using the life expectancy method.
e Your expected marginal tax rate for each year of the distribution period.

e Any special circumstances, such as a disability or a minor child beneficiary.

Enter these numbers carefully. Even a small error in the life expectancy table or the distribution
period can throw off your tax projection by thousands of dollars. If the calculator allows you to
compare the 10-year rule with the old stretch IRA scenario, run both and see the difference. It
will show you just how much the SECURE Act changed the planning landscape.

The Bottom Line

Inheriting a retirement account is a significant financial event. The rules are more complex than
they used to be, and the penalties for getting them wrong can be severe. A missed required
minimum distribution can trigger a penalty equal to a significant percentage of the amount you
should have taken. The IRS does not always waive this penalty, especially if you had the
information available.

An inherited IRA RMD calculator does not replace professional advice, but it gives you a clear
picture of your obligations and options. Whether you are a spousal beneficiary who can roll the
account into your own rollover IRA, a non-spouse beneficiary facing the 10-year rule, or a
trustee managing a conduit trust, the calculator helps you see the numbers. Use it as a starting
point, then consult a financial planner or tax professional to finalize your strategy. With careful



planning, you can manage the income tax impact, preserve the benefit of compound interest,
and make the most of the inherited retirement account you have received.



