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Who Inherits Your IRA?
Who will get the money in your IRA if something happens to you? How 
can you be sure? You might be surprised to learn that Uncle Sam, in his 
tax man guise, could take 35% to 80% of your IRA assets, depending 
on the state you live in. Unless you make sure your retirement plan is 
set up correctly, the U.S. government may be the primary beneficiary of 
your IRA when you die. The good news is, it doesn't have to be that way!

There is a strategy that is designed for those who want to ensure that 
any money left in their IRA at death will go to their heirs and not the tax 
man. After an IRA owner’s death, his or her designated beneficiaries 
could continue to receive annual distributions from the IRA based on 
their individual  life expectancies. The beneficiaries will pay income tax 
on the required minimum distributions as they are received annually.

MULTI-GENERATIONAL IRAS

Multi-Generational IRAs
The term Multi-Generational IRA 
(MGIRA) is not an official term, but 
is used in the retirement planning 
industry to refer to the ability 
of beneficiaries to stretch IRA 
distributions over their individual life 
expectancies. For your beneficiaries 
to continue enjoying the benefit of 
tax-deferred growth on IRA assets 
they inherit from you, they must be 
allowed to “stretch” distributions over 
their individual life expectancies. This 
option is available only if the IRA plan 
document or custodial agreement 
allows it and specific steps are taken. 

Absent an MGIRA, your beneficiaries 
could get hit with a huge tax bill that 
could literally drain every penny and 
leave your heirs with nothing from 
your IRA. 

You need to ask yourself this: who do 
I want to get all of the money I worked 
my whole life to save... my heirs or the 
federal government? 

In a real world example, a California 
teacher worked her whole life to 
amass $1.2 million and died 6 months 
after she retired. Because her 
paperwork had not been reviewed 
and her beneficiaries were improperly 

designated, the beneficiaries received 
a total of $300,000 while the other 
$900,000 went to the government via 
state and federal taxes. 

Had the beneficiaries been able to 
keep the IRA’s tax-advantaged status, 
they could have potentially received  
$4 million in IRA distributions over 
their lifetime. 

Do not assume that legal documents 
such as a will and/or trust will take 
the place of a properly completed 
beneficiary designation form–they will 
not and they do not.

The Concept of MGIRA is Not New
The MGIRA concept has been around 
since 1999 when the IRS in a Private 
Letter Ruling stated that a man who 
inherited his mother’s seven-figure   
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What If I Name a Trust  
as a Beneficiary of My IRA? 
A trust may be a valuable tool in estate planning.When it comes 
to IRA distribution planning it can, however, be a potential 
disaster if the IRA trust is not set up correctly. You cannot 
use an MGIRA strategy with a trust but you may be able to 
“stretch” IRA distributions over the life expectancy of the 
oldest identifiable trust beneficiary under certain conditions.

Generally, if you do not name a natural person or if you 
include an entity as a beneficiary of your IRA trust, the 
entire IRA balance may be required to be paid out within 
five years, leaving your heirs with a heavy tax burden 
and the loss of the powerful compound interest benefits of  
your IRA. 

IRA could name his own beneficiaries. This concept 
was refined further in 2001 when the IRS simplified IRA 
guidelines and did away with most of the old, complex 
pay-out rules. This included the landmark revision of the 
Required Minimum Distribution Table for IRA owners.

Lower Required Minimum Distributions (RMDs) allowed 
IRA owners to reduce the amount of withdrawals and thus 
lowered subsequent income taxes due on those mandatory 
distributions. 

An exciting new opportunity for clients and planners was 
created as a result of those events. The lower RMDs also 
made it possible for IRAs to actually outlive their owners! 
The great news doesn’t stop here. 

The new RMD table even made it possible for the IRA to 
outlive the beneficiaries! 

This opportunity is spelled out in black and white in the IRS 
code. No smoke, no mirrors and no exotic sales chatter. 
The IRS has acknowledged that people in our country 
are living longer and reduced RMDs out of necessity and 
public interest.

Since the IRS began embracing the concept of stretching 
IRA distributions, IRA owners can now create a legacy of 
income for their children and grandchildren.

Remember, an MGIRA strategy may be used for IRA, 
401(k), 403(b) and SEP-IRA funds. There is about $14 trillion 
of money waiting to be stretched. So why hasn’t MGIRA 
planning caught on like wildfire? Is it too good to be true? 

The key is to ask the right questions and make sure the 
answers provided are what you need to hear. If your financial 
institution does not offer what you want, you may want to 
consider transferring your IRA to a financial institution or 
custodian that does. There are plenty of MGIRA friendly 
custodians ready to help you.
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    Uninformed Beneficiaries  
    May Lose Out on Thousands of Dollars  

Your beneficiaries may not be aware of the MGIRA 
opportunities and what that could mean for them 
financially so dare to have that conversation with your 
heirs! Even if you think it may be uncomfortable, what 
is a little discomfort compared to gaining thousands or 
even millions in potential distributions? 

    What if Your IRA Custodian  
    Does Not Allow an MGIRA Strategy?  

Many financial service institutions allow beneficiaries 
to use MGIRA distributions over the individual 
life expectancy of each named beneficiary. 
Unfortunately, not all of them do. The IRA plan 
documents will include provisions or language 
that describes the permissible distribution options  
for beneficiaries.

Be Aware of Potential Pitfalls 
There are two things that can 
destroy your good intentions 
of MGIRA distribution planning; 
your beneficiaries and your  
IRA custodian.

CONTINUED ON PAGE 3 
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IRA Custodians: the Good, 
the Bad and the Ugly
Although the IRS has set forth the duties 
required of non-bank trustees in Internal 
Revenue Code Section 408(a)(2), not all 
custodians are regulated by the IRS. 
Some custodians don’t even ensure 
that an IRA complies with the law. 
When there is a problem, a court 
often sides with the errant custodian. 
If IRA custodians can be let off the 
hook so easily, what’s an investor  
to do?

IRA owners expect that the custodian 
they hire will prevent them from 
engaging in prohibited transactions and 
help them satisfy other requirements 
such as taking annual RMDs. 

We are now seeing that some 
custodians don’t do those things at 
all. To the contrary, some self-directed 
IRAs being touted on the Internet are 
even promoting transactions that 
could be interpreted as self-dealing 
and in violation of the law. 

There is one thing clients can be sure 
of... if an IRA is scrutinized by the IRS 
and found to be in violation, it is not 
the custodian that will be on the hook. 
If the IRA is disqualified, it will result 
in a taxable distribution of the entire 
account and the IRA owner will be 
subject to taxes and possible early-
distribution penalties.

A custodian may face only minor 
penalties. The IRS has put abusive 
IRAs on its “dirty dozen” list, so it’s 
only a matter of time before these 
schemes go under investigation.

As part of your estate-planning 
checkup, make sure your IRAs are 
with custodians who allow beneficiary 
flexibility. Consider reaching out to 
estate-planning attorneys who look 
for good custodians for their clients. 

Find a custodian who is estate-
plan friendly, and offer to make an 
introduction so that the attorney will 
feel confident that his clients’ estate 
plans will be carried out by the chosen 
custodian.

Basic Areas of Questioning  
to Ask of Any IRA Custodian: 

•  Entity Details
Who are you (bank, brokerage 
firm, nonbank trust company) 
and how are you regulated? How 
are you insured (FDIC, SIPC)? Do 
you have errors-and-omissions 
insurance? Are you audited? 
How and by what entity? When 
was the last audit completed? 

 
•  Accounts

How are accounts managed? 
How are investments processed? 

•  Costs
What are your fees? Do your 
annual fees include all charges, 
or are there any hidden 
fees for transactions or for 
administration costs or un-
invested cash? Do you charge 
based on each transaction, or 
on the value of the account? 

 
•  Forms

Do you require your own 
beneficiary form, or will you 
accept as valid a detailed, 
customized beneficiary 
designation created by an 
attorney or advisor? 

•  Distributions
In the event of death, will you 
permit beneficiaries to receive 
payments over the period 
permitted by tax law and IRS 
rules and regulations, or will  
you mandate a shorter  
payout period? 

Other MGIRA Benefits
MGIRA distributions are not the only 
benefits that may be realized by this 
strategy. An estate may be able to 
claim a charitable deduction for the 
full fair market value of the IRA assets 
that are donated to a qualified charity, 
eliminated federal estate tax on those 
assets. In addition beneficiaries 
may be able to claim an income-tax 
deduction for any estate tax paid on 
the IRA assets they receive.

Insurance is one available option in 
order to cover any estate taxes. Using 
an MGIRA strategy, an irrevocable life 
insurance trust that benefits an IRA 
owners child may be set up.

As long as the owner retains no 
incidents of ownership in the 
insurance policy, the proceeds will 
not be included in the owner’s taxable 
estate. Additionally, beneficiaries will 
not have to pay income tax on the 
insurance proceeds. Beneficiaries 
may effectively receive all of the IRA 
assets with the additional bonus of 
receiving some of the assets income-
tax free.

Is a MGIRA the right strategy for you? 
Well, that depends on your individual 
potential heirs. Your professional 
advisor can help you make that choice.

The IRS explicitly says that a trust 
cannot be a designated beneficiary 
of an IRA but the IRS has created an 
exception where a properly constructed 
IRA trust may qualify as “see through” 
and be deemed to have a “designated 
beneficiary” under the IRS rules. 

It has become very popular to name 
a trust as the beneficiary of an IRA or 
401(k), but most people don’t need to 
name a trust as their IRA beneficiary–
it’s expensive and there is no tax 
benefit that can be gained with a trust 
that cannot be gained without one!

The reason to name a trust as a 
beneficiary of your IRA or 401(k) may 
be for non-tax personal reasons such 
as restricting access. You should 
not name a trust as an IRA or 401(k) 
beneficiary unless you know what 
you are doing, you have consulted 
professionals who specialize in the 
complex area of IRA trusts and it’s 
the only solution.
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Help is Within Your Reach
You and your loved ones are facing monumental 
challenges when it comes to retirement planning. The 
decline of corporate pension plans coupled with the 
uncertain future of Social Security has made it imperative 
that you do everything you can to provide for you and 
your family today, and long after you pass. Fortunately, 
you have a tremendous opportunity sitting in your lap 
with your IRA but you must take action immediately.

We Can Help You:
•  Review your current  
    beneficiary designations

•  Select beneficiaries to  
    ensure your goals are met  
    and your family is provided for

•  Determine if an IRA Trust makes sense as part 
    of your individual distribution strategy

•  Discuss potential advantages of an IRA rollover

•  Determine when you must take your RMDs 
    and how much they may be

•  Most importantly, we can help you turn your IRA into 
a legacy that provides for your family after you have 
passed or when you no longer need the money.

If you would like to schedule a free IRA consultation, 
please contact our office today and remember: 

“A vision without action is a daydream; 
action without vision is a nightmare.”
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About America’s Tax Solutions™

Gary Kueker
As Founder and President of S.C. Care & Associates since 
1986, Gary Kueker specializes in critical financial and tax 
planning strategies including retirement distribution planning. 
As a retired stockbroker, Mr. Kueker's expertise is geared 
toward helping his clients figure out what they really want 
out of life and then working with them to build a financial 
plan to make it happen.  Backed by years of experience 
in the insurance and financial services industry, he holds 

several professional licenses and brings specialized investment strategy knowledge to 
his practice. 
Mr. Kueker understands the needs, concerns and problems troubling today's Baby 
Boomers and retirees and he is available to help you create “a great rest of my life.”
America’s Tax Solutions™ 
America’s Tax Solutions was created to effectively meet the complex needs 
of clients in the areas of asset management, retirement distribution planning 
and wealth protection.  We can help you understand what you need to know to 
secure your future and the future of your loved ones.  Key benefits offered by 
America’s Tax Solutions include: retirement distribution planning, tax planning, 
estate tax analysis, wealth distribution analysis, qualified plan distribution 
analysis, annuity strategies and a comprehensive retirement roadmap.  Let us 
help you create and grow wealth, protect and preserve your life savings and 
plan for a life legacy.      

DISCLAIMER:
This newsletter is in no way intended to provide tax, legal, 
accounting, financial or professional advice. Readers are 
urged to consult with their own independent professional 
advisors regarding their particular facts and circumstances. 

This information is current and timely as of the time of 
publication, but may eventually be rendered outdated or 
incorrect by new legislation or official rulings. The editors, 
authors and publisher shall not have any liability to any 
person or entity with respect to any loss or damage caused or 
alleged to be caused by reliance on the information contained 
in this newsletter.

No part of this publication may be reproduced in whole or 
in part without the prior written consent of America’s Tax 
Solutions™.

Gary Kueker
7710 Stonebridge Golf Dr. 
Maryville, IL 62062
(618) 343-0077 phone
garykueker@sccare.net e-mail
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