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Administering - Retirement Assets in an Estate, 
who does an IRA pay to?

 Individual Retirement Accounts (“IRAs”) are non-
probate assets

 IRA is governed by beneficiary designation form 
(“BDF”), not by decedent’s Will or Revocable 
Trust

 Unlike many pension accounts, IRAs may not 
required to be paid to an account holder’s spouse.



How are IRAs taxed?

Estate/inheritance tax – IRAs are included in 
the deceased account holder’s estate and are 
subject to federal and state (if applicable) 
estate tax and inheritance tax (if applicable).  
NOTE: 691(c) deduction will apply if federal
estate tax is incurred.



How are IRAs taxed?

Income tax – Income taxation of an IRA depends if 
the account is a traditional or Roth IRA.  Federal 
and state laws differ.  Roth IRA distributions are 
generally income tax free.  Distributions from a 
traditional IRA are taxed as ordinary income 
(federal, states vary).  Therefore, the law imposes 
withdrawal requirements upon IRA holders during 
life and beneficiaries after death.



SECURE Act

In December 2019, the SECURE Act was 
signed into law, which significantly changes the 
distribution paradigm for the beneficiaries of 
IRAs inherited from individuals who pass away 
after January 1, 2020.



Pre-SECURE IRA Administration
 If IRA did not designate a beneficiary, have to look at 

master plan document to determine beneficiary; if owner 
was married, may be spouse; otherwise, typically the 
estate.

 If account pays to estate, must be distributed within 5 
years, unless “ghost” rule applies if owner was in 
distribution status.  This rule also applies for any non-
“designated beneficiary” – i.e. charities, non-qualified 
trusts (trusts discussed later). 



Pre-SECURE IRA Administration

Spouse as Designated Beneficiary
 Take all benefits immediately and pay income tax
 Directly transfer the benefits to spouse’s own IRA, 

subject to normal IRA distribution rules applicable to 
spouse’s own account (including age 59 ½ withdrawal 
penalty)

 Leave account in decedent’s name and continue 
distributions; single life table used.



Pre-SECURE IRA Administration

Non-Spouse as Designated Beneficiary
 Beneficiary can take distributions over his/her 

remaining life expectancy per the Single Life 
Tables as determined by the beneficiary’s 
age in the year following the year of death.  



Pre-SECURE IRA Administration
 Dates to Note

 December 31st of year of death
 Must take RMD if account holder in distribution status; practice 

note – taking RMD does not taint account for disclaimer 
purposes

 September 30th of year following death
 Must separate accounts if multiple beneficiaries, remove any 

non-designated beneficiaries
 October 31st of year following death

 Must deliver trust document to institution/plan administrator



Pre-SECURE IRA Administration

Roth IRAs – Even though account holder did 
not have to take lifetime distributions, 
designated beneficiaries (except surviving 
spouse) have to take RMDs



Pre-SECURE IRAs - TRUSTS

 Trust must be a “conduit” trust to avoid the 5-
year rule and:
 Trust must be valid under state law or would be if it had corpus
 Trust must be irrevocable or will be upon death
 Beneficiaries must be identifiable by 9/30 of year following 

account holder’s death
 Trust documents must be sent to plan administrator by 10/31 of 

year following death
 All trust beneficiaries must be individuals



Pre-SECURE IRAs - TRUSTS

 If trust has multiple beneficiaries, use the oldest 
beneficiary’s life expectancy to determine RMDs.

 QTIP trusts – gets marital deduction; spouse 
must get greater of all income or RMDs

 Must have individual contingent beneficiaries so 
no risk of non-individual beneficiary and 5-year 
rule



SECURE Act
 December 20, 2019, the Setting Every 

Community Up for Retirement Act of 2019 was 
signed into law, which made sweeping changes 
to the laws governing retirement accounts.

 As a result, estate plans should be thoroughly 
reviewed to ensure they remain compliant with 
the new law and consistent with your client’s 
intent.



SECURE Act
 Changes took effect in 2020
 Required beginning date changed from 70 ½ 

to 72
 Allowed contributions to IRAs after 70 ½
 Unrelated to SECURE, the uniform 

distribution tables will also change effective 
1/1/2022



SECURE Act – Charitable Giving
Beware of a tax trap for people who make 
contributions to IRAs after 70 ½ - SECURE 
allowed tax deductible IRA contributions after 70 ½ 
AND contributions to a qualified public charity 
(“QCD”).  However, if you made tax deductible IRA 
contribution, the amount of any QCD from the IRA 
is reduced by the IRA contribution for the duration 
of the participant’s life.



Post-SECURE Administration

 SECURE has three categories of beneficiaries --
(1) Designated beneficiaries (DB) – with certain 
exceptions (below), individuals and certain types of 
trusts, which must receive all distributions from IRA 
within 10-years of the account owner’s death.
Q: WHAT IS 10 YEARS? 12/31 of the year that 
contains the 10th anniversary of the death



Post-SECURE Administration
(2) Eligible designated beneficiaries (EDB) – special 
exceptions to the DB rules that are still allowed to 
take a form of life expectancy payouts
(3) Non-designated beneficiary – an estate, charity, 
or non-qualified trust.  For a non-DB, the 5-year rule 
still applies, unless the account holder was in 
distribution status, then you can apply the owner’s 
remaining life expectancy (ghost rule)



Post-SECURE Administration
5 types of Eligible Designated Beneficiaries –
(1) Surviving spouse
(2) Minor child (not grandchild) – 10-year rule 

applies upon reaching majority
(3) Disabled beneficiary
(4) Chronically ill beneficiary
(5) Less then 10 years younger beneficiary



 Surviving spouse – Most planning for surviving 
spouse remains the same.  

 Spouse can still roll decedent’s IRA to his/her own 
IRA.

 A conduit trust for the surviving spouse is still 
eligible for lifetime RMDs.  Accumulation trust does 
not work and 10-year rule applies.

 Upon spouse’s death, 10-year rule applies.

Post-SECURE Administration



IRA Passing to Surviving Spouse
Accumulation Trust

Not a SECURE EDB; 10-year 
distribution status

Conduit Trust

Husband Wife

IRA passes to trust; 
wife gets 

discretionary income 
and principal

A B

This satisfies SECURE; trust is 
an EDB – lifetime distributions



Disabled beneficiaries- definitions seem to coincide 
with Social Security definition; Section 72(m) of the 
Code relating to early distributions defines disabled as 
“unable to engage in any substantial gainful activity by 
reason of any medically determinable physical or 
mental impairment which can be expected to result in 
death or be of long-continued and indefinite 
duration…”

Post-SECURE Administration



Chronically-ill beneficiaries – utilizes long-term 
care insurance definitions.  Looks at inability to 
perform at least two activities of daily living for a 
period of at least 90 days due to a loss of 
functional capacity or presence of a disability or 
requirement of substantial supervision to protect 
individual’s health and safety due to cognitive 
impairment.

Post-SECURE Administration



 Less than 10 years younger beneficiary – i.e. 
siblings, unmarried partner, friend

 After death of 10 year younger EDB, 
subsequent beneficiaries have 10-year rule.

Post-SECURE Administration



 Minor children – Issue #1 – what is the age of 
majority? 18? 21? 26?

 Issue #2 – when using trusts, managing the 
conflict between taxation and control

 REMEMBER – tolling to age of majority is for 
CHILDREN only, not GRANDCHILDREN

 Child dies before majority → 10-year rule

Post-SECURE Administration



To qualify for EDB extended payout provisions, 
trusts for surviving spouse, minor children, and 10-
year younger beneficiaries MUST be conduit 
trusts.  Accumulation trusts DO NOT work.  This is 
because the EDB is considered the “sole 
designated beneficiary” of the IRA since he/she is 
the sole beneficiary of the trust.

Post-SECURE - TRUSTS



However, for minor children, some parents may 
not want a conduit trust, which gives the child 
lifetime payouts during minority and full 
distribution within 10-years of attaining majority.  
An accumulation trust gives the parents more 
control, but then the trust is not an EDB and the 
10-year rule applies, even for a minor child.

Post-SECURE - TRUSTS



IRA Passing to Children

10-year payout conduit trust = EDB accumulation trust = DB
Q: still use trust?   toll to 18/21, then 10-years 10-year payout

IRA Holder Parent

Child A 
25 y/o

Child B
15 y/o 

2 trust options

1 2



 Disabled and chronically-ill beneficiaries get a 
benefit other EDBs do not – trusts can be 
accumulation trusts.  

 This is beneficial because retirement 
distributions will not interfere with any 
benefits the EDB may be receiving from third 
parties.

Post-SECURE - TRUSTS



Retroactive (?) Application of SECURE

Account holder dies in 2015 and leaves his IRA to 
his son (age 30).  Son now takes RMDs based on 
his life expectancy of 54 years.  Son dies in 2022.  
Under pre-SECURE law, Son’s DB would take IRA 
distributions for balance of Son’s life expectancy 
(47 years).  Effect post-SECURE? Since Son died 
after 1/1/2020, Son’s DB is bound by 10-year rule.



So, you inherit an IRA and you fall within the 
10-year rule – what does this mean?
 Timing – All distributions must be made by 

12/31 of the year that marks the 10th

anniversary of the account holder’s death.  
Can be all in Year 1, all in Year 10, or spread 
over the 10 years.

Post-SECURE – Tax and Timing



 Income Tax Considerations – Unless the IRA 
is a Roth, the distributions will be taxed as 
ordinary income (remember, states and fed 
differ).  Therefore, timing of distributions have 
important income tax consequences. Must 
consider both federal and state income tax 
implications.

Post-SECURE – Tax and Timing



 Things to consider when timing distributions:
 Market conditions 
 Income taxation of individual beneficiaries
 Income taxation of trusts and whether trusts pass through 

benefit to individual (assuming accumulation)
 Defer distribution to Year 10 to maximize growth in IRA? 

Bigger tax bill? What if a Roth?
 Creditors
 Beneficiary’s estate planning – contribute to 401(k), Roth?

Post-SECURE – Tax and Timing



Post-Mortem Planning Options?
 Reformation/Modification of Trusts
 Disclaimer to contingent beneficiaries?
 Trustee elects withholding on IRA 

distributions – planning point: include release 
language in trust document?

Post-SECURE Administration



IRA 
Account

Holder – age 90

Child A – Age 65
NJ Resident Child B – Age 60

NY Resident

Issues: Timing? What if one is going to move? Consider state income tax issues. 



IRA 
Account Holder

Age 60
$190,000

Child
Age 27

Child’s 
401(k)
$19,000/
yr.

IRA – 10 
year 
distribution 
schedule
$19,000/yr.

As child takes 
taxable 
withdrawals…

child can make 
tax-deductible 
contributions.



IRA Account 
Holder

Grandchild A –
age 25

Grandchild B –
age 15

Grandchild C –
age 17 – disabled



IRA Account 
Holder – age 74

No Designated 
Beneficiary

Estate



IRA Account Holder 
– died 2018

80% of IRA to QTIP 
Trust FBO 2nd wife

10% of IRA to 
Child A from 
1st marriage

10% of IRA to 
Child B from 
1st marriage

Child A Child B

upon wife’s death



The CARES Act

On March 27, 2020, the Coronavirus Aid, 
Relief, and Economic Security Act (“CARES 
Act”) was enacted, which contained provisions 
that impacted retirement accounts, such as 
IRAs and workplace retirement accounts 
[401(k)s and 403(b)s], as well as charitable 
giving.



The CARES Act - RMDs

The CARES Act provided that most RMDs from 
defined contribution and retirement accounts for 
2020 were eliminated.  This was because these 
RMDs were based on 12/31/2019 account values 
and, due to market fluctuation, many account 
values dropped.  Therefore, taxpayers were 
allowed to keep funds in their accounts and not 
required to take (typically) taxable withdrawals.



The CARES Act - RMDs

For taxpayers who turned 70 ½ in 2019 and 
therefore had a required beginning date in April 
2020, CARES provided that 2019 and 2020 RMDs 
were waived.



The CARES Act - RMDs
 Effect on the 5-year rule – if the 5-year rule 

applies (no designated beneficiary), the CARES 
Act provides that the 5-year period “shall be 
determined without regard to calendar year 
2020”.  

 Query – does the same rule apply under 
SECURE for non-EDBs subject to the 10-year 
rule?



The CARES Act – Loans/Distributions

Distributions – an in-service distribution up to $100k may be 
permitted as a non-taxable distribution if repaid within three 
years, but beware state tax (i.e. NY). Excise tax waived if < 59 
½. Must have suffered COVID financial impact.
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