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Estate

planning

Six steps

1

. Consolidate/roll your retirement

assets into an IRA.

. Name your spouse as your

primary beneficiary.

. After your death, your spouse

rolls over the remaining assets
into his or her own IRA.

. Your spouse names a daughter

or son as beneficiary.

. After your spouse’s death,

your daughter or son receives
minimum distributions from the
IRA and names his or her child
as beneficiary.

. Distributions continue until the

beneficiary IRA is exhausted.
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CHOOSE WHAT FITS?

Stretch your IRA across generations

The assets in your Individual Retirement Account (IRA) could help you create a source

of income for several generations of your family. To create this legacy, follow the Stretch

IRA strategy.

Leave a legacy, minimize taxes

Designed for individuals who will not need
all the money in their IRAs for their own
retirement needs, the Stretch IRA strategy
allows your beneficiary to take distributions
over his or her own life expectancy.

The named beneficiaries, who are usually
younger than the original IRA owner, may
be able to take distributions based on their
own life expectancies. This can potentially
lower annual income tax liability and
allows assets to grow tax deferred in the
IRA. The younger the beneficiary, the
longer the IRA assets can remain invested
tax deferred. (Take a look at the chart on
page 2 to see how it could work over three
generations.)

Using this strategy, you withdraw from
your IRA only the required minimum
distributions (RMDs) you must take after

Key points

The Stretch IRA strategy

« helps investors stretch their
retirement distributions across
generations

« allows the beneficiary to take
distributions over his or her own
life expectancy and minimize

reaching age 70'/.. If your beneficiaries take
the proper steps, they can stretch the value
of your IRA over many years. As the owner
of the account, you may want to make sure
your beneficiaries are aware of the poten-
tial advantages of the Stretch IRA concept.

How the Stretch IRA works

When your retirement plan assets are
distributed to you, the first step is to transfer
them into a Rollover IRA and name your
spouse as beneficiary. When you pass away,
your spouse has the right to roll over the
remaining assets into an IRA in his or her
own name and name a new beneficiary,
such as your son or daughter. When your
spouse passes away, your son, daughter, or
other beneficiary could take payments over
his or her own life expectancy and name
another beneficiary. Take a look at the fol-
lowing example to see how it might work.

(continued on page 2)

« keeps more money in a
tax-deferred account for potential
continued compounded growth

the income taxes due
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(continued from page 1)

The Stretch IRA at work
One IRA — three generations of income®
Stephen retires at age 65. He has accumulated $100,000 in

assets. He establishes a rollover IRA, and he and his heirs follow

the stretch strategy. Grandson, Sean

3;d generation $300,000
]
Daughter, Anne ll
2nd generation ® III
BERR 5200000
Stephen's spouse Eliza Initial investment ~ $100,000 }HH
15t generaton . Tol divbuton $913628  FRER
) Federal taxpaid ~ $130,267
Total aftertaxes  $783,361 ===== $100,000
. Total years in distribution 46
Accumulation
(] ]

[ Distribution

T3 6 9 12 15 18 21 24 27 30 3 36 39 4 45 48 51 54 57
Number of years after original acount owner, Stephen, dies at age 68

Three generations benefit over nearly six decades

Assumptions:
* 6% annual return on account, compounded quarterly

* based on 2007 income tax rates for a single taxpayer
« does not include standard deduction or personal exemptions

Stephen retires at age 65. He has accumulated $100,000 in retirement plan assets.
He establishes a rollover IRA and names his wife, Eliza, as his beneficiary.

At Stephen'’s death at age 68, Eliza rolls the IRA into an IRA of her own. Starting at age 70';
and continuing until her death at age 80, she receives RMDs from the IRA that are based

on her life expectancy (from the Uniform Distribution Table*). Eliza’s beneficiary, her daughter
Anne, maintains the account as a beneficiary IRA and receives RMDs from the IRA based on
her own single life expectancy. Anne passes away at age 77, at which point her beneficiary,
her son Sean, is able to receive RMDs from the IRA over the remainder of Anne’s single

life expectancy.

Contact your investment professional
for more information, or visit mfs.com.

MFS does not provide legal, tax, or accounting advice. Any
statement contained in this communication (including any
attachments) concerning U.S. tax matters was not
intended or written to be used, and cannot be used, for
the purpose of avoiding penalties under the Internal
Revenue Code. This communication was written to support
the promotion or marketing of the transaction(s) or mat-
ter(s) addressed. Clients of MFS should obtain their own
independent tax and legal advice based on their particular
circumstances.
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(Hypothetical results are for illustrative purposes
only and are not intended to represent the future
performance of any MFS® investment product.
Investments in mutual funds will fluctuate, and
shares may be worth more or less than their
original value. Keep in mind this illustration is
based on a 57-year time period and 2007 tax
laws. There is no assurance that these tax laws
will remain in effect for the entire period.)

*Distributions based on the Uniform Distribution Table are
based on the joint life expectancy of the IRA owner and a
hypothetical beneficiary exactly 10 years younger.

Is a Stretch IRA right for you?

The stretch strategy may or may not be
a good idea for you. It is important to
note that the Stretch IRA is designed
for investors who will not need all the
money for their own retirement needs.
As a starting point, you should talk
with your investment professional or
tax advisor.

For more information about IRA
planning, ask your investment
professional for the MFS Heritage
Planning infosheet Choosing
beneficiaries for your IRA and the MFS
brochure about Stretch IRA and

distribution options Ready, set, retire.

Resources

Slesnick, Twila and Suttle, John C.

IRAs, 401(k)s, and Other Retirement Plans: Taking
Your Money Out. (Nolo Press,

6th edition, 2004)

®
Choose What Fits.” At MFS® we are committed to providing investment professionals with a diverse
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MFS Fund Distributors, Inc., 500 Boylston Street, Boston, MA 02116

range of products, tools, and services that enables them to choose what fits for your individual goals.
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