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The 275 pages of proposed SECURE Act regulations, released by the IRS on
February 23, are chock full of little details. Each of these tidbits will have some
impact on particular IRA owners and retirement account participants.
One such new rule pertains to the age of majority. When is a minor child recognized
as an adult? Existing IRS guidance deferred to the age of majority under state law.
This created some confusion as most states said age 18, a couple said 19, and
Mississippi said 21. Why is this important? The age of majority dovetails with the
opportunity a minor beneficiary has to stretch inherited IRA account assets.
The new regulations draw a universal line in the sand. The age of majority is now
recognized as 21.
The minor child of an IRA account owner is considered an eligible designated
beneficiary (EDB). As an EDB, that minor child is allowed to use her own single life
expectancy to calculate an annual required minimum distribution (RMD). This will
allow the child to stretch IRA payments until she is 21. At that time, the 10-year
payout rule will apply, and the now-adult child will have another 10 years to
maintain the inherited IRA. (Future Slott Report entries will discuss the new
guidelines governing the 10-year rule.)
Example: Meredith dies at age 48. She had an IRA, and her only daughter Sally, age
10, was listed as the beneficiary. Sally is an EDB, so she is permitted to stretch IRA
payments over her own life expectancy. (When RMDs start in the year after death,
when Sally is 11, she will use the single life expectancy factor of 73.9.) Sally can take

annual RMD payments until she is 21. At that point, the 10-year rule will apply. Sally
must then empty the account by December 31 of the tenth year following the year
she turns 21.
Additionally, the new SECURE Act regulations changed a provision which allowed
minor children who were still in school to extend the age of majority to as late as
age 26. This is no longer an option and, as such, should minimize confusion. The
“still-in-school” language is no more. The age of majority, as recognized by the
SECURE Act regulations, is fixed at 21.
Stay tuned for more summaries of the SECURE Act regulations in the coming days
and weeks. There is lot to dig through in those 275 pages, and we will do our best
to bring you the pertinent highlights…and lowlights.
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