
IRA Beneficiaries
In Order to Minimize Your Taxes and Let Your IRA Last as Long as Possible, Even for Generations

   Re-read the definitions until you understand them.

Do you know the various 
IRS terms associated 

with this topic?

Yes No

YesNo

When taking each year’s 
RMD, withdraw equal (or 

proportionate) amounts from 
each IRA, to ensure each 

maintains equal value.

Is the person (or trust ben-
eficiary) under age 18?

Upon reaching your RBD, use the 
Uniform Distribution Table to deter-

mine your RMD.
Fund each new IRA with 

only as much of your 
current IRA as you want 

that beneficiary 
to receive.

Are all the 
trust’s ben-
eficiaries

individuals?

Yes No

You can further reduce 
a beneficiary’s inheri-
tance by taking each 
year’s RMD from just 
one or a few of your 
new IRAs instead of 

proportionately from all 
of them.

A Corporation A Charity

Do you understand these definitions?

One person, not my spouse 

You must calculate 
your RMD based
on the Uniform 
Distribution 

Table. The entire 
IRA must be 
distributed by 

December 31 of 
the 5th year

following the year 
of your death.

The corporation will 
pay taxes in full on 

everything distributed.Yes

Yes

Yes

One

No

Your beneficiary should create a 
Decedent IRA and receive future 
RMDs from it based on his or her 
life expectancy. Your beneficiary 

also should name a new
beneficiary for this Decedent IRA.

Your spouse should cre-
ate a Decedent IRA and 
receive future RMDs from 
it, based on his/her age. 
He/she also should name 
a new beneficiary for this 

Decedent IRA.

Is the trust valid 
under state law?

Does the IRA 
Administrator have
a copy of the trust 

agreement?

Are all the trust’s 
beneficiaries identi-
fiable from the trust 

agreement?

Fund each new IRA so that 
each is of the same value 
and owns identical assets. 
This will ensure that each 
remains of equal value to 
the others, for equal-size 

inheritances.

Yes No

Do you want each of your beneficiaries to receive
an equal share of your IRA upon your death?

As far as taxes are concerned, that’s just 
as bad as naming no beneficiary. So you 
might as well change your earlier answer. 

A beneficiary that is a 
“non-person” meaning a trust, 

a corporation or a charity

When the charity receives the money, it 
does so tax-free, because charities don’t 
pay taxes. Also, your estate is entitled to 
a tax deduction for the amount received 

by the charity. This deduction could 
reduce your estate taxes — making you 

not just nice, but smart.

The entire IRA must be distributed by 
December 31 of the 5th year following 
the year of your death. But the charity 

probably won’t wait that long.

You must calculate your RMD based 
on the Uniform Distribution Table. 

You’re a very nice person. But if you’ve 
got kids or other relatives, they might
not think so — because they’re not 

inheriting your IRA.

Yes

If you
die first

If your beneficiary 
dies first 

Two or more beneficiaries

NoYes

Congratulations! Your trust is considered to be a “person” under tax rules.
At your death, this enables your beneficiaries to base the RMD on their 

life expectancies as shown in the Uniform Distribution Table.
Use the 

“non-person” benefi-
ciary selection 
for that IRA.

Split your IRA into several new IRAs, so that each new IRA has just one Primary Beneficiary. This instruction is 
admittedly cumbersome, and financial advisors can show you how to accomplish what follows below without splitting 
the IRA. Still, for some IRA owners, splitting as described below is the only choice, and even for those cases where 

it isn’t, splitting is the only way to make this blasted flowchart work right. So work with me here, people. 

Instead of nam-
ing the child 

as beneficiary, 
name a custo-
dial account (or 
a trust), since 
minors cannot 
inherit or own 

assets.

Yes

Yes. 
Let’s say I 

want 
beneficiaries 

named to 
my IRAs.

One person, my spouse

No, 
never

Bad decision. If 
you fail to name a 
beneficiary, then by 
default, your benefi-
ciary is your estate. 

Thus, the entire 
IRA balance must 
be paid out to your 
estate’s heirs by 
the end of the 5th 
year following your 
death. Taxes will be 
due as the money 

is distributed.

No. I refuse.

No

No

Yes Yes No

Have you 
passed 

your RBD?

No

When will your spouse need the money?

If you 
die first

Will you 
turn 70½
this year?

Do you want
beneficiaries

named to 
your IRA?

Your trust is 
treated like a 
corporation.

Your spouse should create 
a Rollover IRA, converting 
your IRA into his or hers. He 
or she then gets to maneu-
ver through this flowchart on 

his or her own.

Your Secondary 
Beneficiaries will have 

immediate and unrestricted 
access to your IRA upon 

your death. Of course, any 
distributions will be subject 

to taxes. 

If your spouse 
dies first

Your spouse should create 
a Rollover IRA, converting 
your IRA into his or hers. He 
or she then gets to maneu-
ver through this flowchart on 

his or her own.

Who do you want to name as your Primary Beneficiary?

My estate

Then you’ve chosen the 
wrong path. You should 

instead name your spouse 
as Secondary Beneficiary 
and others, such as chil-
dren or trusts, as Primary 

Beneficiaries. 
Try again.

If you 
die first

This flowchart is for informational purposes only and is not 
intended to serve as the basis for any financial decision. You 

are urged to consult with a professional advisor prior to acting 
on any of the information contained herein. Is that enough of 

a legal disclaimer for you?

Yes

More than one
How many beneficiaries are named in the trust?

Has the trust been 
irrevocable since 

inception?

No

No

No

Yes, at some 
point

Yes

Upon your death, will 
your spouse need the 
money in your IRA?

Not before the spouse 
reaches age 70½

Immediately upon 
your death

If your spouse
is under 59½

A Trust

Invest each IRA as 
you wish. Each IRA’s 
value will fluctuate 

accordingly. You can
prevent one beneficiary 

from inheriting more than 
you wish by periodically 
transferring portions of 

one IRA to another.Is the beneficiary of any 
IRA a non-person?

No

If your spouse
is over 59½

Name your spouse 
as Primary 

Beneficiary and 
others, such as 

children or trusts, 
as Secondary 
Beneficiaries.

Your RMD will continue as if your 
beneficiary was still alive. You 

should name a new beneficiary, 
although doing so will not affect 
your future RMD calculations.

Will the trust 
become irrevo-
cable upon your 

death?

This space reserved for 
future tax law changes.

When you die, your IRA will be inherited by your Primary Beneficiary (ies). If the Primary(ies) die(s) 
first, your Secondary Beneficiary(ies) will inherit your IRA upon your death.

RBD is the Required Beginning Date, or April 1 of the year following the year you turn 70½.

RMD is the Required Minimum Distribution, or the amount of your IRA that you must withdraw begin-
ning the year you turn 70½. You may delay taking your first RMD until April 1 of the following year, 
but if you do, you will have to take two RMDs that year.The RMD is calculated by using the IRS’ 
Uniform Distribution Table, unless your spouse is sole beneficiary and is more than 10 years 
younger than you, in which case you should use the IRS’ Joint and Last Survivor Table.

D E F I N I T I O N  D I T C H

When an IRA owner dies, the beneficiary might be able to convert the IRA into a Decedent IRA, 
which is held in the name of the deceased. The beneficiary then receives each year’s RMD instead 
of the deceased, calculated by using the IRS’ Single Life Table. If the beneficiary is the deceased’s 
spouse, then the spouse may be able to convert the IRA to a Rollover IRA, which is owned by the 
spouse, who can then name his or her own beneficiary(ies).

IRD is Income with Respect to a Decedent. It enables your heirs who are receiving a distribution 
from your IRA to take an income tax deduction for any estate tax that was paid by your estate. The 
IRD could provide significant tax savings to your heirs.

Well, change your mind, quick!  
Bad things happen when you fail 

to name IRA beneficiaries. 

Again, do you want beneficiaries 
named to your IRAs? 

This flowchart is for people
facing RMDs, and that’s not 

you. But use it anyway, in case 
you don’t survive to your RBD.

Who You Should Designate as Your 

IRAs are as complex as they are beneficial, and that’s why you must take into consideration your income, other assets 
and family circumstances when making IRA-related decisions. Otherwise, you could suffer higher taxes than necessary. 
And because the rules change often, you must revisit your prior decisions. For all these reasons, you should obtain the 
services of a qualified advisor.

START HERE
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