New Law Affects Required Minimum Distributionsfor 2009

On December 23, 2008, the President signed the Wor ker, Retiree, and Employer Recovery Act

of 2008 (theAct) into law. Section 201 of theAct waivesany required minimum distribution (RMD)
for 2009 from retirement plansthat hold each participant’sbenefit in anindividua account, such as
401(k) plansand 403(b) plans, and certain 457(b) plans. The Act a so waivesany RMDsfor 2009
froman Individua Retirement Arrangement (IRA). Thismeansthat most participantsand beneficiaries
otherwiserequired to take minimum distributionsfrom these types of accountsare not required to
withdraw any amount in 2009. If they do make awithdrawal in 2009 (that isnot aRMD for 2008),
they might beabletoroll over thewithdrawn amount into other digibleretirement plans. Of course,
they must till include any previously untaxed portion of thewithdrawal that they do not roll overin
their grossincome. See Individual Retirement Arrangements (IRAs), Publication 590, and
Pension and Annuity Income, Publication 575, for additional information on rolloversand on
caculating the taxable portion of awithdrawal or distribution.

TheAct doesnot waiveany 2008 RMDs, even for individua swho wereeligible and choseto delay
taking their 2008 RMD until April 1, 2009 (e.g., retired employeesand | RA ownerswho turned 70%2
in2008). Theseindividualsmust still taketheir full 2008 RMD by April 1, 2009, or they might facea
50% excisetax on the amount not withdrawn. The 2009 RM D waiver under theAct doesapply to
individua swho may bedigibleto postponetaking their 2009 RMD until April 1, 2010 (generaly,
retired employeesand |RA ownerswho attain age 70¥2in 2009). However, theAct doesnot waive
any RMDsfor 2010.

If abeneficiary isreceiving distributionsover a5-year period, he or she can now waivethedistribution
for 2009, effectively taking distributionsover a6-year rather than a5-year period.

| RA Reporting

ThelRSissued Notice 2009-9 on January 9, 2009, which statesthat issuers of the 2008, IRA
Contribution Information, For m 5498 should not put acheck in Box 11. However, in recognition
of theshort amount of timeto make programming changes, if afinancia institution issuesa2008 Form
5498 withacheck in Box 11, the IRSwill not consider such formissued incorrectly solely because of
thecheck in Box 11, aslong asthefinancia institution notifiestherecipient by March 31, 2009 that no
RMD isrequired for 2009.


http://frwebgate.access.gpo.gov/cgi-bin/getdoc.cgi?dbname=110_cong_bills&docid=f:h7327enr.txt.pdf
http://frwebgate.access.gpo.gov/cgi-bin/getdoc.cgi?dbname=110_cong_bills&docid=f:h7327enr.txt.pdf
http://www.irs.gov/pub/irs-pdf/p590.pdf
http://www.irs.gov/pub/irs-pdf/p575.pdf
http://www.irs.gov/pub/irs-drop/n-09-09.pdf
http://www.irs.gov/pub/irs-pdf/f5498.pdf

In addition, the RMD information required under Notice 2002-27, 2002-18 | .R.B. 814 doesnot

need to be sent to IRA ownersfor 2009. If afinancial institution sends aseparate RM D statement
toan IRA owner, either initially or inresponseto the owner’srequest for thefinancid ingtitution to
calculatethe RMD for 2009, thefinancial institution may show the RMD for 2009 aszero (0).
Alternatively, thefinancid ingtitution may send the|RA owner astatement showing the RMD that
would have been required but for thewaiver of RMDsfor 2009, along with an explanation of the

waiver for 2009 RMDs.

ThelRSencouragesal financial ingtitutionsto inform IRA ownerswho del ayed taking their 2008
RMD until April 1, 2009, that they are still required to takethat distribution.

Please Take Our Survey

Please help usto better serveyou! Please complete our survey on TE/GE’'sEmployee Plans
newsdl etter for small business owners, Retirement Newsfor Employers. Wewant your thoughtson
which articlesappeal to you and which don’t. Pleasetake aminuteto provide feedback onthe
typeof information that you would liketo see published in our newd etter.

Please sharethis Specia Editionwith your colleagues. To subscribeto our newd etter, pleasegoto
www.ir s.gov/ep. All editions of the Employee PlansNewsare archived there.
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