SEC. 829. ALLOW ROLLOVERSBY NONSPOUSE BENEFICIARIES OF CERTAIN
RETIREMENT PLAN DISTRIBUTIONS.

(a) IN GENERAL.—

(1) QUALIFIED PLANS.—Section 402(c) of the Internal Revenue Code of 1986
(relating to rollovers from exempt trusts) is amended by adding at the end the following
new paragraph:

““(12) DISTRIBUTIONS TO INHERITED INDIVIDUAL RETIREMENT PLAN OF
NONSPOUSE BENEFICIARY .—

““(A) IN GENERAL.—If, with respect to any portion of adistribution from an
eligible retirement plan of a deceased employee, a direct trustee-to-trustee transfer
ismade to an individual retirement plan described in clause (i) or (ii) of paragraph
(8)(B) established for the purposes of receiving the distribution on behalf of an
individual who is adesignated beneficiary (as defined by section 401(a)(9)(E)) of
the employee and who is not the surviving spouse of the employee—

‘(i) the transfer shall be treated as an eligible rollover distribution for
purposes of this subsection,

““(i) the individual retirement plan shall be treated as an inherited
individual retirement account or individual retirement annuity (within the
meaning of section 408(d)(3)(C)) for purposes of thistitle, and

““(ii) section 401(a)(9)(B) (other than clause (iv) thereof) shall apply to
such plan.

““(B) CERTAIN TRUSTS TREATED AS BENEFICIARIES.—For purposes of
this paragraph, to the extent provided in rules prescribed by the Secretary, a trust
maintained for the benefit of one or more designated beneficiaries shall be treated
in the same manner as atrust designated beneficiary.”’.

(2) SECTION 403(a) PLANS.—Subparagraph (B) of section 403(a)(4) of such Code
(relating to rollover amounts) is amended by inserting ‘and (11)” after *“(7)”’.

(3) SECTION 403(b) PLANS.—Subparagraph (B) of section 403(b)(8) of such Code
(relating to rollover amounts) is amended by striking ““and (9)’’ and inserting “*, (9), and
(a1).

(4) SECTION 457 PLANS.—Subparagraph (B) of section 457(e)(16) of such Code
(relating to rollover amounts) is amended by striking ‘“and (9)’’ and inserting “*, (9), and
(a1).

(b) EFFECTIVE DATE.—The amendments made by this section shall apply to distributions
after December 31, 2006.
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