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One of the things that I love most about my job is the ability to work with all of you, 
our GamePlan producers. 
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Surviving Spouses: 
To Inherit or To Own? THAT is the Question.
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I can say without hesitation that no two days are ever 
alike and the questions that Alan, Justin and I receive on 
a daily basis run the gamut. One of the benefits of talking 
to many of you day in and day out to help you close more 
life insurance and fixed annuity business is that we are also 
able to pinpoint recurring areas of confusion. Let me give you 
an example by talking about spousal inheritance of an IRA 
or a qualified plan. If a surviving spouse inherits an IRA (or 
qualified plan) from his/her spouse, he/she has three options:

1. Treat the deceased spouse’s IRA as his/her own by 
designating him/herself as the new owner;

2. Roll the death proceeds into an IRA that the surviving 
spouse owns; or

3. Treat him/herself as the beneficiary rather than the 
owner of the IRA.1

A common (potential) mistake that I see when new 
fixed annuity applications come through our operations 
department is the assumption that the new contract for 
the surviving spouse should be classified as a beneficiary 
IRA (option 3 above). Incidentally, IRA custodians and 
insurance carriers refer to this type of IRA under various 
names including inherited, stretch, or beneficiary IRA 
but the key ingredient to a beneficiary IRA is that the 
surviving spouse isn’t the owner of the IRA, per se. He/
she is simply the beneficial owner that continues the 
IRA as a beneficiary. Upon the spousal beneficiary’s 
death, his/her beneficiary(s) are not allowed to stretch 
distributions over their own life expectancy(s) but may only 
continue distributions over the remaining life expectancy 
of the spousal beneficiary.2 So theoretically, the ability 
to potentially leave a legacy stretched over multiple 
generations is lost if the surviving spouse elects to treat 
the IRA as a beneficiary IRA. Beyond that, the fixed annuity 
product offering is limited to those that do not have an 

income rider, so it is critical to qualify which plan type 
should be checked on the application.  

I am absolutely not saying that a beneficiary IRA for a 
spouse is never the right option. What I am saying is that 
it is important to recognize when its use is beneficial (pun 
intended) to the surviving spouse rather than Options 1 or 
2 outlined above in which the surviving spouse treats the 
IRA as his/her own. There are two instances when rolling 
spousal qualified death proceeds into a beneficiary IRA 
may make more sense than either treating the deceased 
spouse’s IRA as his/her own or moving the monies into an 
IRA owned by the surviving spouse:

1. The surviving spouse is under the age of 59 ½ and 
may need income from the IRA prior to attaining age 
59 ½. By leaving the money in a beneficiary IRA, he/
she may access the money free of the 10% additional 
tax on early distributions by reason of death whereas 
if the surviving spouse rolls it into an IRA that he/she 
owns, the death exception would no longer exist;3 or

2. The surviving spouse is substantially older than the 
deceased spouse who died before the age of 70 ½. 
This is less common, but needs to be mentioned.  
Let’s say that Nancy is 74 when her 65 year old 
spouse, Jack, dies.  If she chooses to treat the money 
she inherited from Jack’s IRA as a beneficiary IRA, she 
can delay RMDs until Jack would have been 70 ½.4  
Conversely, if she rolls the money into an IRA that she 
owns, she will be subject to RMDs immediately since 
she is over 70 ½. 

My point is that just because a surviving spouse inherits 
money from the deceased spouse’s IRA or qualified plan, 
don’t assume that he/she should automatically check the 
box for a beneficiary IRA when establishing a new qualified 
fixed annuity contract to accept the funds. It is imperative 
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that you qualify the needs of the surviving spouse to 
determine which type of IRA works best given his/
her age and circumstances.  When in doubt, call us in 
Advanced Markets. This is the stuff that we focus on so 
that you can focus on what you do best – growing your 
insurance business!
1 www.irs.gov; IRS Publication 590-B (2016) – “What if You Inherit an IRA?”, (p. 5).

2 www.irs.gov; IRS Publication 590-B (2016) – “Figuring the Beneficiary’s Required Minimum 
Distribution” (p. 10).

3 www.irs.gov IRS Publication 590-B (2016) – “Early Distributions”, (p. 24). 

4 www.irs.gov; IRS Publication 590-B (2016) – “Owner Died On or After Required Beginning Date”, (p. 9).

GamePlan Financial Marketing, LLC and its affiliated companies and 
representatives do not provide tax or legal advice. Encourage your clients 
to consult with their tax or legal professional regarding their specific 
situation.

Please note that in order to provide a recommendation to a client about the 
liquidation of a securities product, including those within an IRA, 401(k) or 
other retirement plan, to purchase a fixed or variable annuity or for other 
similar purposes, you must hold the proper securities registration and be 
currently affiliated with a broker/dealer or registered investment adviser. If 
you are unsure whether or not the information you are providing to a client 
represents general guidance or a specific recommendation to liquidate a 
security, please contact the individual state securities department in the 
state(s) in which you conduct business.


