
Investment advisory services offered through Kistler-Tiffany Advisors, an SEC Registered Investment 
Adviser. Securities offered through Comprehensive Asset Management & Servicing, Inc. located at 
2001 Route 46, Ste. 506, Parsippany, NJ 07054, 800-637-3211, Member FINRA/SIPC/MSRB. 
Kistler-Tiffany Advisors and Comprehensive Asset Management & Servicing, Inc. are not affiliated. 200 Berwyn Park|920 Cassatt Road, Suite 205|Berwyn|PA|19312-1178 

 

 

 

610.722.3300 

www.ktadv.com 

Client Advisory Bulletin 
Kistler-Tiffany Advisors 
August 2017 

 

Who should you designate as beneficiary of your IRA?  This question may seem easy to answer, but to make sure 
your IRA is distributed to the person or persons you desire in the most tax effective manner it is important to first 
understand the rules and beneficiary designation options available.    

 For a married individual, the most common beneficiary is his or her spouse.  Other common beneficiary 
options would include children, grandchildren, other individuals, a charity or some form of trust (or 
combination).  The beneficiary designation you make could also impact the future distribution options that 
may be available to your designated beneficiary.  

Naming a Beneficiary 

 Spouse:  Naming your spouse as beneficiary, both provides for your spouse and allows your spouse the option 
to “rollover” your IRA account into his or her IRA Account.  This option is only available to a spouse and 
potentially allows for more years of tax deferred growth.  He or she would not need to begin taking annual 
“required minimum distributions” (RMD) until April 1st of the year after reaching age 70½.  

 Children/Grandchildren/Others:  When a non-spouse beneficiary is named, e.g. child, grandchild or other 
individual, there can still be tax-deferred growth with the IRA held as an Inherited IRA as well as the RMDs 
being paid over the beneficiary’s life expectancy.   

 If multiple beneficiaries are named, e.g. children, the RMDs will generally be distributed over the oldest 
beneficiary’s life expectancy.  However, it is possible to divide the IRA into separate Inherited IRA 
accounts for each beneficiary allowing each such beneficiary to use his or her own life expectancy to 
measure the RMD.  For the separate Inherited IRAs to be applicable, they must be established by 
September 30th of the year following your death. 

 Multiple beneficiaries can be equal beneficiaries or the IRA can be divided per stated percentage interests.  
In addition, if it is desired for the descendants of a deceased child or other beneficiary to receive his or her 
share, the beneficiary designation should include the verbiage “by right of representation” or “per stirpes”.  

 Trust(s):  When naming a trust as beneficiary, it is extremely important for the trust to be properly structured. 
There are specific and complex IRS rules for a trust to qualify as a Designated Beneficiary, including that the 
trust must be irrevocable now or upon the IRA owner’s death, and that the trust beneficiaries are identifiable.  
If these rules are not met and the trust is not properly drafted, it could result in the distribution of the IRA 
account within five years from the account owner’s death, accelerating the income tax payable on the IRA.  The 
top income tax rate (39.6%) is payable on trust income in excess of $12,500.  Generally, the oldest beneficiary of 
the Trust will be treated as the “Designated Beneficiary” and the RMD will be distributed over his or her life 
expectancy.  However, if the trusts are structured properly, e.g. as a conduit or flow through trust, each 
beneficiary would be able to use his or her own life expectancy for his or her own trust.  

 Charity:  There are tax advantages to naming a charity as beneficiary of your IRA.  The IRA will not be 
included in your taxable estate thus reducing your taxable estate for estate tax purposes.  In addition, neither 
your estate nor the charity will be subject to income taxes on the assets distributed from the IRA.  

What Happens if No Beneficiary is Named 

 If no beneficiary is named for your IRA, there will be a default beneficiary provided through the IRA 
Agreement.  Generally, this would be your spouse or if none, your estate.  

 In addition to a primary beneficiary, it is also necessary to name a contingent beneficiary(ies).  This will ensure 
there is a designated beneficiary in the event the primary beneficiary(ies) is not surviving.  Newly formed 
Rollover IRAs and Inherited IRAs must also designate a primary and contingent beneficiary(ies).  

All beneficiary designations should be reviewed periodically and adjusted as necessary to continue to meet your 
and your family’s needs and to ensure maximization of the benefits to your beneficiaries.  

If you have any questions regarding the above, please give us a call.  As always, it is 
important to consult with a financial and legal advisor before taking any specific action. 

This publication is designed to present information on business, tax and estate  planning matters in general  
terms and is not intended to be used as a basis for specific action without obtaining professional advice. 
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