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IRA Accumulation Trust Sample Language: Secure
Act Compliance Demystified

Are you navigating the complex world of retirement planning and considering
an IRA Accumulation Trust? The SECURE Act significantly altered the landscape
of inherited IRAs, making understanding the correct trust language crucial.
This comprehensive guide provides sample language for an IRA Accumulation
Trust compliant with the SECURE Act, clarifying the often-confusing legal
jargon and empowering you to make informed decisions about your retirement
legacy. We'll break down the key provisions, explain their implications, and
offer practical examples to help you ensure your trust is properly
structured. Let's dive in!

Understanding the SECURE Act's Impact on IRA
Inheritances

The Setting Every Community Up for Retirement Enhancement Act (SECURE Act),
passed in 2019, drastically changed the rules for inheriting IRAs. Before the
SECURE Act, non-spouse beneficiaries could generally stretch out IRA
withdrawals over their lifetime, minimizing the tax burden. The SECURE Act,
however, significantly limits this "stretch IRA" option for most
beneficiaries. Now, most non-spouse beneficiaries must generally withdraw the
entire inherited IRA balance within 10 years of the original owner's death.

This change necessitates careful planning to ensure your beneficiaries
receive the maximum benefit from your retirement savings while adhering to
the law. An IRA Accumulation Trust can be a powerful tool to manage this,
offering greater flexibility and control than simply leaving the IRA to a
beneficiary directly.

Key Components of a SECURE Act-Compliant IRA
Accumulation Trust

A well-drafted IRA Accumulation Trust designed for SECURE Act compliance
needs to address several crucial elements:

1. Beneficiary Designation:

The trust document must clearly name the IRA as the funding source and



specifically identify the beneficiaries. This is crucial to avoid ambiguity
and potential disputes. Ambiguity can lead to delays in distribution and
unintended tax consequences. The sample language should explicitly state the
trust is designed to receive and manage inherited IRA assets.

2. Distribution Provisions:

This is arguably the most critical section. It must outline how and when the
trust will distribute assets to beneficiaries, ensuring full compliance with
the SECURE Act's 10-year rule. The language should clearly state that the
entire IRA balance must be distributed within 10 years of the original IRA
owner's death, unless specific exceptions apply (like to a surviving spouse).
Consider including provisions for annual distributions to beneficiaries based
on their needs or a structured payout schedule.

3. Trustee Responsibilities:

The trust document should clearly define the trustee's responsibilities,
including the management of IRA assets, tax reporting, and making timely
distributions. Selecting a responsible and knowledgeable trustee is vital.
Consider specifying their duties regarding the 10-year rule compliance,
investment strategy, and record-keeping.

4. Tax Considerations:

The trust language needs to explicitly acknowledge the tax implications of
the IRA distributions and outline how these will be handled. This may include
provisions for tax withholding and paying taxes on distributions. Seeking
expert legal and tax advice is essential to ensure optimal tax efficiency.

IRA Accumulation Trust Sample Language (Illustrative
Only – Consult Legal Counsel)

This sample language is for illustrative purposes only and should not be used
without the advice of a qualified estate planning attorney and tax
professional. Laws vary by jurisdiction, and your specific circumstances may
require different language.

"This IRA Accumulation Trust is established to receive and manage the assets
of [Decedent's Name]'s IRA account number [IRA Account Number] at [Financial
Institution Name]. The Trustee shall distribute the entire balance of the IRA
assets to the beneficiaries listed below within ten (10) years of the date of
death of [Decedent's Name], in accordance with the provisions of the Setting
Every Community Up for Retirement Enhancement Act of 2019 (SECURE Act),
unless an exception applies as defined under the Act. The beneficiaries are:
[List Beneficiaries and their respective shares]. The Trustee shall be



responsible for all tax reporting and compliance related to the IRA assets.
The Trustee shall have the power to invest the assets prudently and make
distributions in a manner consistent with the beneficiaries’ best interests
and the requirements of the SECURE Act."

Beyond the Sample Language: Essential Considerations

The provided sample language is a starting point. Several crucial factors
must be considered for a truly effective and compliant IRA Accumulation
Trust:

Beneficiary age and needs: Tailor the distribution schedule to individual
beneficiary circumstances.
Potential for future changes: Consider future amendments to the SECURE Act or
other relevant legislation.
Complexity of the estate: The complexity of the estate and family dynamics
influence the structure of the trust.
State laws: Ensure compliance with all applicable state laws regarding trusts
and IRA inheritances.

Conclusion

Navigating the intricacies of the SECURE Act and drafting a compliant IRA
Accumulation Trust requires expert guidance. While this article offers
valuable insights and sample language, it is crucial to consult with
qualified legal and financial professionals to create a trust tailored to
your unique circumstances and ensuring complete compliance. Failing to do so
could lead to significant tax penalties and negatively impact your
beneficiaries. Remember, a well-structured IRA Accumulation Trust can provide
peace of mind knowing your retirement assets are managed effectively and
passed on according to your wishes while adhering to all legal requirements.

FAQs

Can I use this sample language as is for my IRA Accumulation Trust? No,1.
this sample language is for illustrative purposes only. You must consult
with an attorney and tax advisor to create a legally sound and
customized trust agreement.

What happens if I don't create an IRA Accumulation Trust? Without a1.
trust, your beneficiaries will inherit the IRA directly, and they will
likely be subject to the SECURE Act’s 10-year rule for distributions.



Can my surviving spouse inherit the IRA differently than other1.
beneficiaries under the SECURE Act? Yes, the SECURE Act provides an
exception for surviving spouses, who may generally inherit the IRA and
have the option of stretching out distributions over their lifetime.

What are the potential tax implications of not following the SECURE1.
Act’s rules? Failure to comply with the SECURE Act's distribution rules
can lead to significant tax penalties and increased tax liability for
the beneficiaries.

How often should I review my IRA Accumulation Trust? It's recommended to1.
review your trust at least every 3-5 years or whenever there are
significant changes in your family circumstances, tax laws, or your
financial situation. Regular review ensures ongoing compliance and
maximizes the benefits for your beneficiaries.
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