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Why the Required Beginning Date
Is More Important than Ever

hen the SECURE Act became

effective in 2020, the question of
whether a retirement account owner
died before or after the required
beginning date (RBD) did not seem
as important as it previously was. But
that changed with the new SECURE
Act regulations published by the IRS
on February 23. Now, it is essential
to understand what the RBD is and
how it is again a central concept for
determining post-death required
minimum distributions (RMDs).

What Is the RBD?

The RBD is simply the first date by
which RMDs from IRAs and plans
must begin. Prior to the SECURE Act,
the RBD for traditional IRA owners
was April 1 of the year following the
year the owner turned age 70%. The
SECURE Act extended the RBD for
traditional IRA owners born on or after
July 1, 1949, to April 1 of the year after
the year the owner turns age 72.

One of the advantages of Roth IRAs is
that the owner has no RMDs. For this
reason, a Roth IRA owner is always
considered to have died before his
RBD — regardless of how old the
owner was at death.

The rules are more complicated for
401(k)s and other company plans.
Under the “still-working exception,’
most plans (but not SEP or SIMPLE

IRAs) allow participants who continue
working beyond their age-72 year

to delay their RBD until April 1 of

the year following the year after
retirement. However, this delay

is not available for someone who
owns more than 5% of the company
sponsoring the plan. The regulations
make clear that whether someone
owns more than 5% of the company is
determined in the plan year ending in
the calendar year that the employee
turns age 72 (or age 70"z for those
born before July 1, 1949).

Example 1: Ted, born August 1, 1949, is
an employee of Best Used Cars. Best
sponsors a 401(k) plan operating on a
calendar-year plan year, and it allows
the still-working exception. Ted turned
age 72 on August 1, 2021. During the
2021 plan year (January 1 - December
31,2021), Ted owned exactly 5% of
Best. Ted can use the still-working
exception. It does not matter that after
2021, Ted's ownership increased to
more than 5%.

An account holder's RBD does not
change even if she takes her first
RMD earlier than that date.

Example 2: Jackie is a traditional IRA
owner who turns age 72 in 2022, her
first RMD year. Under a special rule
for the first RMD, Jackie can delay
the 2022 RMD to 2023 — until April
1, 2023. However, if she does that,
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