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Proposed Increase in Minimum Required
Distributions for High-Income Taxpayers with
Large Retirement Account Balances
For taxpayers with income over $400,000
(single filer), $450,000 (married joint filer) and
$425,000 (head of household filer), if the
combined value of the individual's IRA and
defined contribution retirement accounts
(hereinafter referred to as "Mega IRAs" or "Mega
Roth IRAs") exceeds $10,000,000 at the end of
a taxable year, a minimum distribution is required
the following year equal to 50% of the amount in
excess of $10,000,000 as of the end of the
prior taxable year. For those with combined
account balances exceeding $20,000,000, that
excess is required to be distributed from Roth
IRAs and designated Roth accounts in defined contribution plans up to the lesser of: (1) the amount needed
to bring the total balance in all accounts downs to $20,000,000; or
(2) the aggregate balance in the Roth IRAs and designated Roth accounts in defined contribution plans. Once
this 100% rule has been satisfied, the individual is allowed to determine the accounts from which to
distribute to satisfy the 50% rule above, except that generally no amounts may be allocated to stock in a
private company ESOP.
Effective date: Taxable years beginning after December 31, 2028
Proposed Surcharge on High-Income Individuals, Trusts and Estates
Adds IRC § 1A which imposes a tax equal to 5% of a taxpayer's Modified Adjusted Gross Income (MAGI) over
$10,000,000 for married joint filers, $5,000,000 for married separate filers and $200,000 for trusts and
estates. An additional 3% tax (8% total) is imposed on a taxpayer's MAGI in excess of $25,000,000 for
married joint filers,$12,500,000 for married separate filers and $500,000 for trusts and estates. MAGI, for
this purpose, is defined as adjusted gross income reduced by any investment interest expense deduction as
defined in IRC § 163(d).
Effective date: Taxable years beginning after December 31, 2021
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The proposed tax increases released by the House Rules Committee on 11/3/2021 following the
framework released by President Biden for his Build Back Better Act included substantial changes
to the minimum distribution requirements for high-income taxpayers with large retirement
account balances as well as a 5% and 8% surcharge for taxpayers with ultra-high income.
Although this new required minimum distribution requirement would not go into effect as
proposed until several years from now, there are a few specific situations in which it may be
beneficial for taxpayers to accelerate distributions from their IRAs in 2021.

• Proposed Increase in Minimum Required Distributions for High-Income Taxpayers with Large
Retirement Account Balances
For taxpayers with income over $400,000 (single filer), $450,000 (married joint filer) and $425,000 (head
of household filer), if the combined value of the individual's IRA and defined contribution retirement
accounts
(hereinafter referred to as "Mega IRAs" or "Mega Roth IRAs") exceeds $10,000,000 at the end of a taxable
year, a minimum distribution is required the following year equal to 50% of the amount in excess of
$10,000,000 as of the end of the prior taxable year. For those with combined account balances exceeding
$20,000,000, that excess is required to be distributed from Roth IRAs and designated Roth accounts in
defined contribution plans up to the lesser of: (1) the amount needed to bring the total balance in all
accounts downs to $20,000,000; or
(2) the aggregate balance in the Roth IRAs and designated Roth accounts in defined contribution plans.
Once this 100% rule has been satisfied, the individual is allowed to determine the accounts from which to
distribute to satisfy the 50% rule above, except that generally no amounts may be allocated to stock in a
private company ESOP.
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SITUATIONS IN WHICH TAXPAYERS MAY WANT TO
CONSIDER ACCELERATING DISTRIBUTIONS FROM MEGA
IRAS IN 2021 IN LIGHT OF THE ABOVE PROPOSALS

High-income taxpayers with $10MM+ in plan balance and who are charitably inclined.
Planning Opportunity #1: Liquidate Mega IRAs and make a gift to charity in 2021

• For 2021 only, under current law, gifts of cash directly to a qualified charity can be deducted up to
100% of AGl.i
• A taxpayer could fully liquidate an IRA in 2021, make a gift of this cash to a qualified charity and fully
offset the AGI caused by the distribution resulting in no net income tax.
• In 2022, under current law, the deduction for cash gifts returns to the normal 60% of AGI limit.
• If the taxpayer does not need the I RA for themself during life, effectively gifting it tax free to charity
in 2021 as described above may help maximize his or her philanthropic impact and minimize his or her
income tax liability.

High-income taxpayers with $10MM+ in plan balance and who will leave their plan to
their children.
• The proposed 5% and 8% surcharge tax rates would apply in 2022 and after, and the individual
provisions of the Tax Cuts and Jobs Act sunset in 2026 resulting in a return to a top Federal individual
income tax rate of 39.6%.
• In 2021, under current law, the top Federal marginal rate is only 37% which is 8% less than what it
would be from 2022-2025 and 10.6% less than what it would be in 2026+ should the proposed
surcharges go into effect.
• If a taxpayer leaves a $10,000,000+ IRA balance to a Designated Beneficiary, the beneficiary must
liquidate the account by the end of the calendar year containing the 10th anniversary of the account
owner's death.ii
• At that point, the balance could be hit with the 5% and 8% surcharge rates in addition to the 39.6%
top Federal marginal income tax rate, a top marginal rate for balances over $10,000,000 in upwards of
47.6%.
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For those who have already allocated their full Basic Exclusion Amount (BEA) to
lifetime gifts:
Planning Opportunity #2: Convert Mega IRAs to a Roth in 2021

• A taxpayer may want to consider converting to a Roth in 2021, locking in the 37% current top
Federal tax rate on the entire IRA and leaving an income tax-free IRA to the designated beneficiary.
• Converting to a Roth in 2021 can help minimize taxation for the taxpayer's Designated Beneficiary,
maximize the taxpayer's legacy, and preserve the flexibility to access the Roth account values taxfree during life, if needed.iii
• The post-age-72 RMD requirements can be eliminated as well but note the proposed increased
RMD requirements based on account value described above.

For those who have NOT already allocated their full BEA to lifetime gifts:
Planning Opportunity #3: Convert Mega IRAs to an Irrevocable Life Insurance Trust (/LIT) In 2021
• Despite its potential long-term income tax benefits, a Roth account will remain in the taxpayer's
gross estate and could be subject to estate tax.
• Life insurance enjoys similar income tax attributes as a Roth, namely the after-tax source of
premium payments, tax-deferred cash value growth potential, potential income tax-free access to
the cash value, and death benefit proceeds that are generally received income tax free.iv
• A key difference, though, is that life insurance can be owned by an irrevocable trust and its
proceeds removed from the taxpayer's gross estate while preserving its general income tax-free
benefits.
• Therefore, the taxpayer could take a commensurate distribution from the IRA in 2021, which would
generate the same income tax liability as a Roth conversion and lock in the same 37% income tax
rate, make a gift of the proceeds to an ILIT and allocate his or her BEA to the gift to avoid gift tax,
hence "converting" the IRA to an ILIT.
• The ILIT can use the proceeds to pay premiums for a policy insuring the taxpayer and/or taxpayer's
spouse.v
• "Converting'' to an ILIT can yield similar income tax benefits as a Roth conversion but, unlike a
Roth, the policy proceeds ultimately received by the beneficiaries can avoid estate tax at the
taxpayer's death.
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About Us
High Ground Company is a leading Atlanta-based insurance and wealth protection firm. It was
established by Hunter Ewing and Bo Wilkins in 2019. The industry professionals bring nearly six
decades of experience in the high-end life insurance planning field, and are considered two of the
top advisors in the country.
The firm adds value to each client's planning through its understanding and problem-solving based
philosophy. This focus delivers the outcomes that the affluent and their team of planners expect.
High Ground Company is an owner of Lion Street in Austin, Texas. Lion Street firms are among the
industry’s most elite financial firms, and High Ground Company is among the very few firms
nationwide to meet its professional criteria.
In October of 2021, High Ground Company was named a 2021 Top Financial Security Professionals
Honoree by Forbes. The firm was only one of four honorees in the state of Georgia, and number one
on that list.
To learn more about High Ground Company, visit www.highgroundcompany.com.

; The 100% of AGI charitable contribution deduction limit was established by the CARES Act enacted in March of 2020 which suspended the 60% AGI deduction limit for cash contributions for
2020. The Taxpayer Certainty and Disaster Relief Act of 2020 extended this suspension to 2021. To be eligible for this 100% limit, the contribution must be made in cash to a qualifying charitable
organization. Cash contributions to supporting organizations, donor advised funds, private foundations and most charitable remainder trusts are not eligible for this limit.
;; Designated beneficiaries of inherited IRAs from account owners who died after 12/31/2019 are subject to the 10-year RMD rule under by the SECURE Act. Designated beneficiaries of those who
died before 1/1/2020 are subject to the pre-SECURE Act life expectancy RMD rules.
rn For earnings to be withdrawn income tax free from a Roth account after a conversion, the account owner generally must wait until the later of age 59½ and five years after the conversion.
iv Income tax free access to the policy's cash value assumes distributions are taken in the form of withdrawals up to cost basis and/or policy loans, the policy remains in force until the insured's
death and never becomes a Modified Endowment Contract (MEC) under IRC § 7702A. If the policy lapses or is surrendered during life, any gain realized is taxable as ordinary income under IRC § 72.
Value received upon lapse or surrender for the purposes of calculating gain includes outstanding policy indebtedness plus any net proceeds received. If the policy ever becomes a MEC, annual
increases in policy indebtedness and withdrawals are taxable to the extent of gain each year. For death benefit proceeds to be received income tax free, the policy cannot have previously been
transferred for valuable consideration to an impermissible transferee pursuant to IRC § 101.
v Death benefit payments and guaranteed elements of the policy are based on the claims-paying ability of the issuing company. Nonguaranteed elements, such as policy charges deducted from
the cash value and/or credited rates of interest thereto, are subject to change at the company's discretion. The ability to purchase life insurance depends on financial and medical underwriting.
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