The I.R.S. Has Enhanced the 2020 RMD Waivers
Investors may be eligible to “undo” certain retirement account withdrawals before September.
Provided by Scott E. Holstein, CPA, PFS, CFP®
In March, the Coronavirus Aid, Relief, and Economic Security (CARES) Act became law. It was
designed to help Americans impacted by the COVID-19 pandemic.1
The new law offered investors a financial break. It gave people the option to skip required
minimum distributions (RMDs) from traditional Individual Retirement Accounts (IRAs) and
401(k)-style plans in 2020. (Original owners of Roth IRAs never have to take RMDs from those
accounts.)2,3
Keep in mind that this article is for informational purposes only. It’s not a replacement for reallife advice, so make sure to consult your tax legal and accounting professionals before
modifying your RMD strategy.
Some investors were left wanting. People who took some or all of their 2020 RMDs in January
were initially prohibited from putting that money back – but lawmakers helped amend that
rule.
The Internal Revenue Service (I.R.S.) recently expanded the terms of 2020 RMD relief. Now,
2020 RMDs taken from January 1 to June 30 may be fully or partly restored without penalty,
and the deadline for doing so has been extended to August 31.3
The fine print about this is important, especially if you take your RMD in increments or have an
inherited IRA in your financial picture.
Do you usually spread your IRA RMD out across the year? Then you may have a chance to
restore the RMD amount to your IRA in the same way. In 2020, the I.R.S. is characterizing each
redeposit of RMD assets as a tax-free rollover. Normally, you can only make this type of rollover
once every 12 months, but the I.R.S. is lifting that restriction for 2020.3
Do you have an inherited IRA? In June, the I.R.S. issued guidance stating that the 2020 RMD
waivers also apply to inherited traditional and Roth IRAs. RMDs from inherited IRAs taken in the
first half of 2020 may be fully or partly redeposited with no penalties by August 31. The 10-year
rule to empty an inherited IRA is still in place, but if an IRA owner passes away in 2020, then the
10-year drawdown of that IRA begins in 2021.2,3
A surviving spouse of the IRA owner, disabled or chronically ill individuals, individuals who are
not more than 10 years younger than the IRA owner, and child of the IRA owner who has not
reached the age of majority may have other minimum distribution requirements.
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Incidentally, RMDs are still required this year from traditional pension plans (sometimes called
defined benefit plans). The CARES Act does not permit such RMDs to be redeposited this year. 3
A rule about early distributions from retirement accounts has also been relaxed. In 2020,
account owners younger than 59½ have a chance to take a distribution of up to $100,000 from
their retirement plan or IRA without the 10% early withdrawal penalty that normally applies.
The withdrawn amount is still taxable, though.4
The CARES Act is a 335-page law, and some of its provisions and passages remain open to
interpretation. A financial professional may be able to provide you with up-to-date information
about the new rules.
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