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INHERITED IRAs: 
Tips You Need To Know

Trust As Beneficiary

There is a trust as the beneficiary of the IRA.  There 
is one beneficiary and it is NOT you. When a trust 
is named as the beneficiary of the IRA and you are 
one of the beneficiaries of the trust, you are NOT 
the IRA beneficiary. You cannot set up an inherited 
IRA for your benefit and you cannot ask the IRA 
custodian to make a distribution to you. The trust is 
the beneficiary, not you. Only the trustee of the trust 
can make decisions regarding the IRA. There is only 
one IRA beneficiary – the trust – no matter how many 
beneficiaries there may be in the trust.  

 
Trust documentation rule. When a trust is the 
beneficiary of an IRA, the trustee of the trust must give 
a copy of the trust or a list of the trust beneficiaries and 
their entitlements to the IRA custodian by October 31st 

of the year after the account owner’s death. If this is 
not done, the trust cannot be a see-through trust and the 
non-designated beneficiary distribution rules will apply.  

Only move the inherited funds as a direct transfer.  
Inherited IRA funds must be moved via a trustee-to-
trustee transfer; NOT a 60-day rollover. In a direct 
transfer, the beneficiary does not have use or control of 
the IRA funds during the transfer.

The inherited IRA funds cannot be moved into the 
trust. Any check payable to the trust is a taxable 
distribution and there is no fix for this mistake. The 
inherited IRA funds must be moved to an inherited IRA 
for the benefit of the trust. The title of the new account 
should retain the name of the IRA owner. Example:  
Fred Johnson IRA f/b/o Adam Hill, trustee of the 
Johnson Family Trust, Beneficiary

Questions? Retirement distribution planning is complicated.

Is your advisor a member of Ed Slott’s Elite IRA Advisor GroupSM? Make sure you are working with a serious 
financial professional who is dedicated to their education and protecting their clients’ families’ futures.

Retirement planning is complicated. It’s a personal and situational endeavor with plenty of possible pitfalls in 
the way of success.

As a beneficiary of a trust named as a beneficiary of an IRA, you may find yourself with many questions and 
concerns. The rules are different for a trust beneficiary than they are for a spouse or non-spouse beneficiary. 
Arm yourself with working knowledge of some of the Do’s and Don’ts, and work with a competent, educated 
financial advisor to keep more of your assets and lose less to taxes and unnecessary fees.
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