YOUR GUIDE TO

Inherited IRAS

For many people, inheriting a retirement account can be a new kind of financial responsibility.
But it can also be an excellent opportunity to plan for a more secure future. We're pleased to

offer a number of solutions to beneficiaries of IRAs.

Understanding an Inherited IRA

An Inherited IRA (also known as a beneficiary IRA) is an account that is opened by an individual who inherits
another person’s IRA or employer-sponsored retirement plan account after the original account owner dies.
Anyone can inherit an IRA, but a beneficiary generally can’t make their own IRA contributions to it.

IRS regulations require most Inherited IRA accounts to be fully emptied by the end of the 10th year following
the original account owner’s death (10-Year Rule). Certain types of beneficiaries have the option to spread
distributions over their lifetime. A beneficiary may be required to take annual distributions, depending on
whether the owner died before or after their Required Minimum Distribution (RMD) start date — also known
as their Required Beginning Date (RBD).

The same rules that apply to Inherited IRA accounts also apply to Inherited Roth IRA accounts, unless
otherwise noted in this guide. Failure to follow the rules that apply to Inherited IRA accounts could result

in adverse tax consequences.

Types of Inherited IRA Beneficiaries

Eligible Designated Beneficiaries (EDB) Non-Eligible Designated Beneficiaries (Non-EDB)

o Owner’s surviving spouse o Adult children

(excludes domestic partners) Grandchildren

« Owner’s minor children (under age 21) « Siblings more than 10 years younger than the

e Disabled individual (as defined by law) account owner

e Chronically ill individual (as defined by law)  Friends and other individual beneficiaries

e An individual who is not more than 10 years younger

than the owner

Note: There is a third type of beneficiary that includes non-natural person beneficiaries such as trusts, estates, and other entities. This
guide does not address the rules applicable to those beneficiaries, as we do not accept those beneficiaries as Inherited IRA owner
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Options Available

If the sole beneficiary of an IRA is a surviving spouse, there will be more flexibility with how to set up the account.
If a spousal beneficiary does not want to take the inherited funds as a lump sum, they have two other options,
including the unique option of treating the IRA as their own.

1 ) Treat the IRA as their own.

e A surviving spouse can reregister the IRA in their name or roll it into their own existing IRA. Once the IRA
is in the spouse’s name, the spouse can make additional contributions to the account.

*« RMDs will be based on the surviving spouse’s life expectancy and must begin when the spouse reaches
their RMD age (generally, age 73). Roth IRAs are exempt from RMDs while the spouse is alive, if they treat
the account as their own.

If the owner did not take an RMD in the year they died, the surviving spouse must take it.

If the surviving spouse takes distributions' before age 59%, an additional 10% tax may apply. As a result,

this option may be better for spouses age 59%: or older if they plan to access the money before RMDs start.

2 ) Open an Inherited IRA.

« A surviving spouse can choose to be treated as a beneficiary of the deceased owner and establish an
Inherited IRA.

e RMD rules for beneficiaries will apply, subject to special rules for surviving spouses. For example, the
spouse may be able to delay taking RMDs until the year the deceased owner would have reached their
RMD age (generally, age 73).

e Withdrawals? from an Inherited IRA are not subject to the 10% early withdrawal penalty. As a result, this
option may be better for spouses under age 59% who need to access the money.

Non-spouse EDBs and Non-EDBs cannof roll Inherited IRA funds into their own existing IRA and are limited
to two options.

1 ) Take alump sum.

May be subject to state income tax as well as federal income tax.

2 ) Establish an Inherited IRA.

Distribution rules are based on the beneficiary type, age, and relationship to the original owner. Depending
on the product chosen, a surrender charge or contingent deferred sales charge (CDSC), market value
adjustment (MVA), bonus recapture, and other product charges may apply to distributions and additional
withdrawals. Please refer to the appropriate product form for specifics on your distribution options.



Required Distributions

Spouses and Other EDBs

Spouses and other EDBs are allowed to spread required distributions over their life expectancy (the Life
Expectancy Method). Alternatively, they can choose the 10-Year Rule if the original owner died before their RBD.
For Roth IRAs, the owner is always treated as having died before their RBD.

Owner died before their RBD, or the account

Owner died on or after their RBD
was a Roth IRA

« Life Expectancy Method — Distributions are based The spouse or other EDB must take distributions at
on the spouse’s or other EDB’s life expectancy and least annually over the longer of:

must be taken each year. e Their own life expectancy, or

» 10-Year Rule — The spouse or other EDB must e The deceased owner’s remaining life expectancy.
empty the account by the end of year 10 following

the original owner’s death. No annual distributions Distributions generally must begin by December 31

. . of the year after the original owner died.
are required in years 1-9.

If the original owner did not take their final RMD
before they died, that amount generally must be

distributed by December 31 of the year of death.

Note: If the Life Expectancy Method is selected, a surviving spouse can delay the distribution start date until the year in which the original
owner would have reached their RMD age. Regardless of whether the owner died before or on or after their RBD, minor children of the

original owner are only allowed to take age-based RMDs until they reach age 31. Then the account must be emptied.

Non-EDBs

Distribution options for Non-EDBs are more limited. The Life Expectancy Method is not available, and the
10-Year Rule applies. This means the Non-EDB must empty the account by the end of year 10 following the
original owner’s death. Whether the Non-EDB is required to take annual distributions during the 10-year
period depends on whether owner died before or after their RBD.

Owner died before their RBD, or the account

Owner died on or after their RBD
was a Roth IRA

No distributions are required in years 1-9. Annual distributions are required in years 1-9 based
on the longer of:

e The Non-EDB’s life expectancy, or
e The deceased owner’s remaining life expectancy.

Distributions must begin by December 31 of the year
after the original owner’s death.

" Depending on the product chosen, a surrender charge or contingent deferred sales charge (CDSC), market value adjustment (MVA),
bonus recapture, and other charges may apply to distributions and withdrawals.

3 Allump-sum distribution may be subject to state income tax as well as federal income tax. Please refer to the appropriate product form
for specifics on your distribution options. Depending on your product, a surrender charge or contingent deferred sales charge (CDSC),
market value adjustment (MVA), bonus recapture, and other product charges may still apply upon withdrawals.



Inherited IRA Account Setup

Qualified Stretch form — FSBL.

Account Scheduled Systematic Withdrawal Form.

o Security Benefit Life Insurance Company annuity products — You must purchase a new annuity contract.
In addition to an annuity application and all new business paperwork, account setup requires completion of
the Incoming Inherited IRA (Traditional or Roth)/Non-Qualified Stretch form.

« First Security Benefit Life Insurance and Annuity Company of New York (FSBL) annuity products —
You must purchase a new annuity contract. In addition to an annuity application and all new business
paperwork, account setup requires completion of the Incoming Inherited IRA (Traditional or Roth)/Non-

o Security Benefit mutual fund products — You must open a new mutual fund account. In addition to a

product application and all new business paperwork, account setup requires completion of the Custodial

Please refer to the appropriate product form for details on your distribution options. Depending on the specific

annuity or mutual fund product chosen, a surrender charge or confingent deferred sales charge (CDSC), market

value adjustment (MVA), bonus recapture, and other product charges may apply to distributions and additional

withdrawals. Also, distributions and additional withdrawals may be subject to state and federal income tax.

Your path To and Through Retirement®

begins here.

Talk to your financial professional to see whether an Inherited IRA

can complement your retirement portfolio or contact us at 800.888.2461.
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You should check the laws of your state for information regarding the tax treatment of IRA and retirement plan distributions.

You should carefully consider the investment objectives, risks, charges, and expenses of the investment options available under
the variable annuities offered. You may obtain a prospectus and/or summary prospectus that contains this and other information
about the investment options or variable annuity by calling our Service Center at 800.888.2461. You should read the prospectuses
and/or summary prospectus carefully before investing. Investing in variable annuities involves risk and there is no guarantee of

investment results.

Investing in variable annuities and/or mutual funds involves risk and there is no guarantee

of investment results. Annuities are long term investments suitable for retirement planning.

Neither Security Benefit nor its affiliates are fiduciaries. This information is general in nature
and intended for use with the general public. For additional information, including any specific
advice or recommendations, please visit with your financial professional.

Variable annuities are long-term investments suitable for retirement investing. Product
features, limitations, and availability vary by state.

Annuities are issued in all states except New York by Security Benefit Life Insurance Company
(SBL). In New York, variable annuities are issued by First Security Benefit Life Insurance and
Annuity Company of New York (FSBL), Aloany, New York. Services and securities are offered
through Security Distributors, a subsidiary of SBL. SBL and FSBL are affiliates and are wholly
owned by SBL Holdings, Inc. (Security Benefit). SBL is not authorized and does not transact
business in New York. The obligations under the variable annuities are solely those of the
issuing insurer (and no other entity’s).

SBLissues the EliteDesigns® Variable Annuity, and EliteDesigns I° Variable Annuity, individual
flexible premium deferred variable annuities, form V6029 (11-10). FSBL issues the EliteDesigns
Variable Annuity, form FSB242 (1-07), an individual flexible premium deferred variable annuity.

These are general guidelines and are not meant to replace legal or tax advice for your specific
situation. Security Benefit and its affiliates and subsidiaries do not provide accounting, legal,
or fax advice. Please consult your own advisor.
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