
You may have recently seen the barrage of articles about QLACs (Qualified Longevity Annuity Contracts).  

The headlines say, “You don’t need to take RMDs.” But behind the scenes, the details may temper your  

clients enthusiasm.  

What is QLAC ?  
A QLAC is an annuity contract that would be purchased through an insurance company and meet certain requirements. 
An individual could use assets in assets in a qualified defined contribution plan, 403(b), or IRAs (not including Roth) to 
purchase a QLAC.  
 
The QLAC is designed like a traditional deferred-immediate annuity. These contracts allow the policy holder to pay in 
their premium, wait a number of years, and then eventually annuitize the contract over their life. If a policy holder selects 
the death benefit option, their contract allows a QLAC to pay benefits to their beneficiaries in the event of their death be-
fore reaching maturity. However, selecting this benefit option will reduce the amount of retirement income received if the 
policy holder lives to the age of the income starts, 70 1/2.*  
 
A deferred-immediate annuity is characterized as an immediate annuity that begins at a future date. By definition, it does 
not have a surrender value and is specifically designed to generate annuitization payments. It cannot be deferred indefi-
nitely, cash surrendered, or rolled into another product.  
 
How much premium can someone put into a QLAC ? 
The Treasury Department’s new rules allow participants to purchase these contracts with a certain portion of the account 
balances. The maximum amount of premium payable into a QLAC under a plan would be the lesser of $125,000 (adjusted 
for inflation) or 25% of a participant’s account balance. 
 
For IRAs, the percentage limit is based on the total of all IRAs. Roth IRAs do not count and cannot be considered for a 
QLAC because Roth IRA accounts are exempt from RMD rules. 
 
What is the benefit of a QLAC ? 
The regulations modify the RMD rules that require distributions from qualified  plans to begin upon an account owner 
attaining age 70 1/2. in many situations, those individuals who are forced to take distributions from their qualified plans 
do not have a need for the income and would like to avoid the taxable event associated with the withdrawal.  
 
Under the regulations, amounts designated as a QLAC would not be counted when determining RMDs. Distributions 
from QLAC would be deferred until the month following the account owner’s 85th birthday, the approximate life expec-
tancy of an individual. 
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Want to know more?   

Want to find your ideal retirement plan?   

Contact us today for a free consultation. 
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