


calculate the minimum distribution.
While regulations require the designated
beneficiaries to be determined by
September 30 of the year following the
year of the IRA owner’s death, multiple
beneficiaries have until December 31 of
the year following the year of the
account owner’s death to create their
separate accounts.

An IRA account owner also may
name a non-person (L.e., trust) to serve
as beneficiary while preserving the
stretch. Certain requirements must be
met for the trust to be named the
designated beneficiary. First, in order
for a trust to qualify for the stretch
option, all of the trust beneficiaries
must be individuals (i.e., people); the
minimum required distributions will
then be based on the age of the oldest
trust beneficiary. A trust must be
established and
provided to the IRA custodian by

all documentation

October 31 of the year following the
year of the IRA owner’s death. The
provision permitting a nonspouse
beneficiary to establish an inherited IRA
also applies to trusts. If the trust does

not qualify, there is no designated bene-
ficiary and the stretch option is lost.

The account owner must also
consider the federal estate tax implica-
tions of naming a nonspouse beneficiary.
Assets left to a spouse generally pass
free of federal estate tax. Assets left to
anyone else are subject to federal estate
tax once the value of the estate exceeds
the threshold amount ($2.0 million
through 2008). This determination
applies only to federal taxation, as state
tax laws differ. The threshold amount is
cumulative and is divided among all
nonspouse beneficiaries (there is not
one threshold amount per beneficiary).
In addition, assets of more than $2 mil-
lion left to a grandchild are subject to a
“generation skipping tax” (GST). The
GST is assessed at the highest estate tax
rate. If the tax applies, the estate must
pay both the estate tax and GST. Under
current law, federal estate tax and GST
are due to be eliminated in 2010 and
reappear in 2011.

EXAMPLE: T heresa, the account owner
of a traditional IRA valued at $2.5
million, dies in 2007 at age 65. She

IMPORTANT INFORMATION

names her spouse, William, 60, as the
sole beneficiary. William rolls over the
IRA and treats the inherited IRA as bis
own. Theresa’s estate is not assessed the
federal estate tax because assets left to a
spouse are free of federal estate taxes.
William’s own IRA is valued at $2
million. William is not required to take
minimum  distributions  from  the
combined IRAs, valued at $4.5 million,
until be attains age 70'.

On the Lord Abbett IRA Beneficiary
Form, a stretch IRA is established sim-
ply by naming a younger, nonspouse
beneficiary. It is not important to name
this beneficiary before the required
beginning date (RBD), as an account
owner is now permitted to change the
beneficiary after required minimum
distributions (RMD) have begun. The
RBD for a traditional IRA is April 1 of
the calendar year following the account
owner’s attainment of age 70%. It is
imperative that this decision makes
sense from a federal estate tax perspec-
tive, as outlined above. Individuals
should seek the advice of a professional
in planning their affairs.

Investors should carefully consider the investment objectives, risks, charges, and expenses of the Lord Abbett funds. This

and other important information is contained in each fund’s summary prospectus and/or prospectus. To obtain a prospectus

or summary prospectus on any Lord Abbett mutual fund, contact your investment professional or Lord Abbett Distributor

LLC at 888-522-2388 or visit us at www.lordabbett.com. Read the prospectus carefully before you invest.
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