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Trump accounts: A look into the federally
facilitated IRA for children in America

By Mina O. Capouet, J.D., LL.M.

A Trump account is a federally facilitated
investment vehicle for children, providing
additional seed money for eligible

minors (born between 2025-2028), that
functions like a tax-advantaged individual

citizens.

begin at age 18. The purpose of Trump
accounts is to provide a financial head
start for children in America that are U.S.

retirement account (IRA) for the exclusive
benefit of minors. Parents (or another
authorized individual) open the accounts,
with the funds invested in index funds
tracking U.S. stocks. Distributions typically — age of 18. While these accounts must

Available for tax years beginning after
December 31, 2025, with contributions

are established for individuals under the

Key Takeaways

No taxable income. Contributions made to a Trump account are not treated as
income for the beneficiary and allow for tax-free growth. Distributions are generally
restricted during the growth period.

Eligibility. The minor beneficiary must have a social security number issued before
the election is made and must not have attained age 18 by the end of the year of
the election.

Growth period. The growth period for a Trump account starts on the date that the
account is established and ends on December 31° of the year before the calendar
year in which the child turns age 18.

Annual cap. There is an annual cap for non-exempt contributions of $5,000 for tax
years 2026 and 2027 (adjusted for inflation thereafter).

Pilot program. Beginning in 2026, a pilot program will provide $1,000 in government
seed funding for the accounts of children born after December 31, 2024, and before
January 1, 2029.

Contributions. Contributions will not be accepted before July 4, 2026.

Trustee reporting. Special reporting rules apply only until January 1 of the calendar
year in which the beneficiary turns 18 years old.
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beginning on July 4, 2026, Trump accounts

meet the statutory requirements for
traditional IRAs (i.e., IRC §408(a)), they
are created or organized by the Secretary
of the Treasury (“Treasury”) (unless

they are funded by a qualified rollover
contribution), with designated financial
institutions serving as trustees or
custodians. Upon the request of a parent
or legal guardian, the designated trustee
opens and manages the account and
contributions for the eligible child.

The One Big Beautiful Bill Act, P.L. 119-21,
added Internal Revenue Code (“IRC")
§530A on July 4, 2025, thereby introducing
Trump accounts for the first time. Treasury
and the Internal Revenue Service (“IRS")
have issued initial guidance on Trump
accounts in Notice 2025-68, providing an
overview of how Trump accounts work.
Here is an initial look into what you need
to know.

Establishing an account and eligibility.
Either Treasury or an authorized individual
(see box below) may elect to open a
Trump account for an eligible beneficiary.
An authorized individual may make

the election on Form 4547 or online at
trumpaccounts.gov. For the 2026 tax

year, an election may be made at any
time, including at the same time that the
individual files his or her 2025 income

tax return. Treasury has indicated that
the option to make the election online
will be available beginning in mid-2026.
Once an election is made, Treasury will
provide activation steps to the authorized
individual beginning in May 2026.
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Authorized individuals in order of priority: legal guardian > parent > adult sibling >

grandparent

An eligible minor is an individual who has
not attained age 18 before the end of the
calendar year and must have a valid Social
Security number before establishing an
account. Eligibility is universal for all minors
who meet these requirements as there are
no income limitations on the minor child’s
family. See IRC §530A(b)(2). (Note: Minors
born within a specified period may qualify
for federally funded contributions under
the pilot program discussed below.) The
account must be designated as a Trump
account when it is established, and a pre-
existing IRA cannot be amended to become
a Trump account. Trump accounts must also
satisfy certain written governing instrument
requirements. IRC §530A(b)(1)(C).

Contributions - limits, timing, and start
date. Various contribution types are
permitted for Trump accounts including
employer contributions under IRC §128,
$1,000 pilot program contributions under
IRC §6434, qualified general funding,
qualified rollover contributions, and

other cash contributions. At the time

that contributions are made, they are not
includible in the beneficiary’s income.
Further, basis in the account is created only
when other types of cash contributions are
made. There is an annual cap for non-
exempt contributions — employer section
128 and other cash contributions - of
$5,000 for tax years 2026 and 2027, which

is adjusted for cost of living for years

The governing instrument must state the following:

e No contribution will be accepted before July 4, 2026;

e For any calendar year before the year in which the beneficiary reaches age 18,
contributions that would result in aggregate contributions for the calendar year
that exceed the $5,000 contribution limit will not be accepted;

e No distribution, other than certain allowable distributions, will be allowed before
the first day of the calendar year in which the beneficiary attains age 18; and

e The account funds cannot be invested in any asset other than an eligible invest-
ment during any period before the first day of the calendar year in which the

beneficiary attains age 18.

Taxpayers should note that only one funded
Trump account per individual can be in
existence at any time. However, a rollover
Trump account can be established during
the “growth period” (i.e,, the period that
ends before January 1 of the calendar year
in which the beneficiary turns 18 years old).
Upon rollover, the transferring account may
no longer accept contributions and must be
closed within a reasonable period. Rollover
Trump accounts may not be established
after the “growth period” has ended.

thereafter. Exempt contributions including
pilot program contributions, qualified
general contributions, and qualified
rollovers are not subject to any cap.
Contributions made before July 4, 2026 will
not be accepted.

Employer section 128 contributions.
Under IRC §128, employers can make
tax-free annual contributions to the
Trump accounts of employees or their
dependents under a written Trump
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account program. Employer section 128
contributions are limited to $2,500 per
year during the growth period and count
toward the $5,000 total non-exempt

cap. They must be separately counted

for reporting purposes. Employers must
adopt a separate written program for
employees to provide contributions to
their own or a dependent’s Trump account
if they offer contributions under a section
125 cafeteria plan. The Department of
Labor, Treasury, and the IIRS have yet to
issue guidance for employers to structure
their programs without being subject

to ERISA. However, Treasury and the IRS
anticipate issuing proposed regulations
addressing the coordination between
Trump account contribution programs and
section 125 cafeteria plans. The proposed
regulations will also address whether a
provision added to an existing cafeteria
plan can be used to satisfy the separate
written program requirement, as well as
implementation of anti-discrimination
testing and the employer’s selection of a
trustee, among other things.

Pilot program - section 6434
contributions. Beginning in 2026, a pilot
program will provide $1,000 in government
seed money for the accounts of children
born after December 31, 2024, and before
January 1, 2029. To be eligible, children
must be U.S. citizens with a Social Security
number issued before the election is made.
Treasury will deposit the funds as soon

as practicable after both the election and
confirmation of the account are made. The
earliest date that Treasury would make a
deposit is July 4, 2026.

Qualified general contributions.

Trump accounts also allow for qualified
general contributions from an eligible
contributor to specific beneficiary
groups. Treasury will distribute qualified
general contributions funded by eligible
contributors, which include the United
States, state and local governments,
Indian tribal governments, and IRC
§501(c)(3) organizations, to members of a
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specified qualified class in equal shares.
An example of a specific qualified class is
children who live in one or more states
or another qualified geographic area
specified by the contribution. Treasury
has yet to designate what qualified
geographic areas will be. For tax years
2026 through 2027, applications for
qualified general contributions require a
minimum of at least $25 per beneficiary
in the specified class. Qualified general
contributions are administered quarterly
and are initially limited to the following
classes: nationwide, by state (including
the District of Columbia), or by birth year.
These amounts are excluded from income
and thus are not taxable to the child
when contributed and do not create basis
in the account. However, distributions
may be taxed later. Trustees may report
contributor identity if such disclosure is
elected.

Eligible investments. During the “growth
period,” these accounts may only be
invested in eligible investments. Eligible
investments are mutual funds and
exchange traded funds (“ETFs”) registered
under the Exchange Act of 1940 that:

1) track a qualified index, 2) do not use
leverage, 3) have total annual fees and
expenses at or below 0.10% of the invested
balance, and 4) meet additional criteria

as determined by Treasury. A “qualified
index” can be the S&P 500 or any index of
primarily American equities with regulated
futures trading. Sector or industry specific
indexes, including indexes that track
Environmental, Social, and Governance
(ESG) criteria, are excluded from the
definition of a “qualified index.”

Trustee investment procedures. Trustees
must adhere to a specific set of investment
procedures. Trustees must offer only
eligible investments, select a default
eligible investment, invest uninvested cash
into the default eligible investment unless
directed otherwise, and monitor whether an
investment remains eligible on an ongoing
basis. Treasury and the IRS are considering
providing in future guidance that if a fund
is no longer eligible, the trustee must sell
and reinvest in an eligible alternative. For
purposes of trustee investment selection,
money market funds and cash are not
considered eligible investments.

Trustee reporting. Trustees have the
responsibility of ensuring that non-exempt
contributions exceeding the annual

cap are not accepted. To ensure that

the contribution cap is not exceeded,
Treasury indicated that it is contemplating
permitting trustees to accept contribution
funds into a general account. The fund
would then remit only permitted amounts
into the Trump account.

Additionally, during the growth period,
trustees must adhere to specialized reporting
including annual reporting of contribution
categories, distributions, qualified rollovers,
certain contributor identities, and basis.
Specialized reporting failures will lead

to penalties under IRC §6693(a) unless

the trustee can show reasonable cause.
Furthermore, trustees must report qualified
rollover contributions within 30 days. To this
end, transferring trustees are required to
provide basis and contribution information to
the receiving trustee to aid in reporting and
contribution cap compliance.

Distributions. Distributions are not
permitted during the growth period except
for the following: 1) corrective distributions
of excess contributions, 2) distributions
upon death of the minor beneficiary, 3)
qualified rollover contributions (the entire
balance), and 4) qualified ABLE rollover
contributions (the entire balance, only

in the calendar year that the beneficiary
attains age 17). Hardship distributions or
closures of accounts are not permitted
during the growth period. If the beneficiary
dies during the growth period, the account
will cease to be both a Trump account and
an IRA as of the date of death and the fair
market value less basis will be included

in income. However, if the death of the
beneficiary occurs after the growth period
the standard inherited IRA framework will
apply. Similarly, after the growth period,
distributions from a Trump account
generally are subject to the rules that apply
to distributions from a traditional IRA.

Forthcoming guidance. Treasury and the
IRS have indicated that they will propose
regulations that follow guidance issued

in Notice 2025-68 and have requested
comments on the following areas: account
establishment, authority ordering, trustee
approval standards, eligible investment
definitions and fee computations,
monitoring/remediation of ineligible
investments, disclosure/reporting formats,
geographic area designations, and ERISA
coordination for employer programs.
Employers and practitioners should
closely monitor forthcoming regulations
and additional guidance as they become
available as well as consider responding to
these comment requests.
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