
The “Setting Every Community Up for Retirement Enhancement  
(SECURE) Act”, which was passed into law in December 2019, introduced 
substantial updates to longstanding retirement account rules. One of  
the most notable changes was the elimination (with some exceptions) of  
the ‘stretch’ provision for non-spouse beneficiaries of Inherited  
IRA accounts.  
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Retirement Plan Beneficiary Options

Elimination of “stretch” IRAs 
Those who inherit IRAs and other retirement accounts—
other than a spouse—will generally have to withdraw  
all their assets from the accounts by December 31 of the  
10th anniversary year of the original IRA owner’s death. 
The new law affects retirement accounts in which the 
owner dies after December 31, 2019. Under the prior law, 
most beneficiaries were able to stretch withdrawals from 
inherited retirement accounts over their lifetimes.

While the distribution must be taken by December 31 
of the 10th anniversary of the IRA account owner’s  
death, the payouts do not have to be taken evenly over 
the 10-year period. For instance, a Roth IRA beneficiary 
may want to postpone payouts until late in the 10-year 
period to earn maximum tax-free growth. Beneficiaries 
of Traditional IRAs can defer payouts as well, but a 
consideration should be to manage income levels annually 
and avoid taking a distribution that could push the 
beneficiary into a higher tax bracket. 

Inheriting retirement assets and the associated 
distribution rules depends on your relationship to the 
deceased account owner and the type of beneficiary 

designation: a spouse, eligible designated beneficiary, 
designated beneficiary, or a non-designated beneficiary.  
(See Exhibit 1) 

The distribution options for a trust named as an IRA 
beneficiary depend on certain characteristics of the trust 
and whether the trust is deemed a “qualified see-through 
trust”, the requirements of which are: 
 
1. Must be a valid trust under state law
2. Must be irrevocable upon death of the account owner  
 or contains language to the effect it becomes irrevocable  
 upon the death of the IRA owner
3. Individual beneficiaries of the trust must be identifiable  
 from the trust document
4. Required trust documentation must have been provided  
 to the IRA custodian no later than October 31 of the year  
 following the IRA owner’s death

While the SECURE Act impacted the distribution options 
available to qualified see-through trust beneficiaries,  
the distribution options remain the same for non-qualified 
trusts (trusts that do not meet the requirements of a 
qualified see-through trust) post SECURE Act.

EXHIBIT 1 

IRA Beneficiaries Post SECURE Act

Eligible Designated Beneficiary
(Distributions can be taken over the  
lifetime of the beneficiary)

Designated Beneficiary
(10 Year Rule generally applies)

Non-Designated Beneficiary
(5 Year Rule if death occurred prior to  
Required Beginning Date or distributions over 
decedent’s remaining life expectancy if death 
occurred on/after Required Beginning Date)

• Surviving spouse 
• Minor children of the account owner up to  
 the age of majority, at which point the  
 distribution changes to 10 years thereafter 
• Chronically ill or disabled persons as defined  
 by the IRS tax code 
• Beneficiaries no more than 10 years younger  
 than the account owner 
• Beneficiaries of accounts whose account  
 owner died before 2020 
• Qualified see-through trusts containing   
 only eligible designated beneficiaries

• Non-spouse individual 
• Qualified see-through trusts containing   
 any designated beneficiaries

• Estates 
• Charities 
• Non-qualified Trusts
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Retirement Plan Beneficiary Options (continued)

IRA Beneficiary Distribution Options 
There are two options available to anyone who inherits 
a retirement account, no matter their relationship to the 
original account holder. 

1. Disclaim the inherited retirement account
By disclaiming the inheritance, the beneficiary allows  
the assets to pass to any remaining beneficiaries named by 
the original account holder. This option can be useful for 
those who do not need the assets and want to avoid the tax 
consequences of having additional income. 

2. Take a lump sum distribution
The beneficiary may take a lump sum distribution without 
facing a 10% early withdrawal penalty. However, income 
tax will be owed on the withdrawal if the assets were  
in a tax-deferred account, such as a Traditional IRA or 
401(k). Using this option could place the beneficiary in a 
higher tax bracket. 

Beyond these choices, there are options to delay  
required minimum distributions (RMDs) and “stretch”  
the tax deferred or tax-free nature of the investments  
by taking only the required minimums, if permitted. 
The table that follows describes the distribution options 
available, both pre and post SECURE Act.

EXHIBIT 2 

Retirement Plan Distribution Options: Pre and Post SECURE Act

Death before Required 
Beginning Date

Death on/after Required 
Beginning Date

Death before Required 
Beginning Date

Death on/after Required 
Beginning Date

Spouse Only • Treat IRA as their own 
• RMDs stretched over  
 surviving spouse’s  
 life expectancy

• Treat IRA as their own 
• RMDs stretched over  
 surviving spouse’s  
 life expectancy

• Treat IRA as their own 
• RMDs stretched over  
 surviving spouse’s  
 life expectancy

• Treat IRA as their own 
• RMDs stretched over  
 surviving spouse’s  
 life expectancy

Eligible Designated  
Beneficiary (Minor children  
of deceased, disabled or 
chroniclly ill, person no more 
than 10 years younger than 
account owner, qualified trusts 
with EDBs as beneficiaries)

• RMDs stretched  
 over beneficiary’s 
  life expectancy

• RMDs stretched  
 over beneficiary’s 
  life expectancy

• RMDs stretched  
 over beneficiary’s 
  life expectancy

• RMDs stretched  
 over beneficiary’s 
  life expectancy

Designated Beneficiary  
(Non-spouse individuals 
and qualified see-through 
trusts)

• RMDs stretched  
 over beneficiary’s 
  life expectancy

• RMDs stretched  
 over beneficiary’s 
  life expectancy

• 10 Year Rule • 10 Year Rule

Non-Designated  
Beneficiary (Charities, estates, 
non-qualified trusts)

• 5 Year Rule • RMDs stretched  
 over decendent’s 
  life expectancy

• 5 Year Rule • RMDs stretched  
 over decendent’s 
  life expectancy

PRE-SECURE ACT: OWNER DIES ON OR BEFORE 12/31/2019 POST-SECURE ACT: OWNER DIES ON OR AFTER 1/1/2020

Note: The Required Beginning Date is the date by which a retirement plan participant must begin to take RMDs from their retirement account.



Retirement Plan Beneficiary Options (continued)

Trust Beneficiaries 
The distribution options for a trust named as an IRA 
beneficiary will be calculated on certain attributes of the 
trust and the underlying trust beneficiaries. 

Qualified see-through trusts containing only eligible 
designated beneficiaries typically still qualify for lifetime 
stretch provisions, both pre and post SECURE Act. 
Qualified see-through trusts containing any designated 
beneficiaries are generally subject to the 10 Year Rule  
post SECURE Act (a lifetime stretch was available pre 
SECURE Act). Nonqualified trust beneficiaries’ distribution 
options remain the same and are dependent on the age  
of the original account holder at the time of their death.

Please consult with an estate planning attorney in any 
decision to name a trust as an IRAbeneficiary.

What should IRA plan participants do now?  
Given the most pertinent aspects of the new law 
summarized above, here are several potential next  
steps to consider:

• Review retirement account beneficiaries

• Review and/or revise trust language to align with  
 your wealth transfer objectives

• Re-evaluate the benefits of a Roth IRA conversion

• Consider naming a charitable remainder trust as a  
 beneficiary to generate a stretched income stream

• Continue taking advantage of Qualified Charitable  
 Distributions (QCDs). Owners of Traditional, SEP, and  
 SIMPLE IRAs are allowed at age 70 ½ to gift up to  
 $100,000 to charity. The distribution will not be included  
 as taxable income. 

To ensure your financial planning objectives are  
met and to discuss how the new rules apply to your 
plan, please contact your William Blair advisor. 

March 2021. 
This information has been prepared for informational purposes and is not intended to provide, nor should it be relied on for, accounting, legal, tax, or investment advice.  
Please consult with your tax and/or legal advisor regarding your individual circumstances. 


