
Who’s Your Beneficiary?

Designat ing beneficiaries is an important part of the financial
planning process. Many designate their beneficiaries and then
forget completely about them, but periodic review is
essent ial to confirm beneficiary designat ions remain as
intended. Failing this important and simple task has the
potent ial to derail your thoughtful planning.

Beneficiary designat ions left  unchecked may create
unintended consequences. We have all heard unfortunate
and preventable instances where a divorcee inadvertent ly left
assets to an ex-spouse, a parent unintent ionally disinherits

his/her children after a second marriage, or estranged family members are left  an estate when
the deceased intended a close friend or partner to receive it . The list  goes on and on.

Don’t let this happen to you! Leaving your assets to your intended beneficiaries can generally be
accomplished in 3 ways: through the draft ing of w ill documents, the incorporat ion of trusts
(either living or testamentary trusts), and via beneficiary designat ions listed on your individual
accounts. Estates directed by a w ill w ill be distributed through the court appointed probate
process. Probate is a cost ly and lengthy process, leaving many to seek simpler ways to pass their
assets on.

Beneficiary designat ions are legally binding and always supersede w ill documents. Establishing
beneficiary designat ions on your individual accounts or incorporat ing trusts effect ively bypasses
the probate process, and provides an efficient transfer of assets for some estates. It  is
important, however, to use beneficiary designat ions in conjunct ion w ith your estate planning
documents, such as a w ill, not in place of them.

Types of Beneficiary Designations

• TOD (transfer on death) or POD (payable on death): TOD & POD accounts are used mainly for
bank and brokerage accounts. These designat ions allow the naming of a beneficiary who w ill
receive the account assets at the account owner’s death, but w ill have no rights to the assets
while the account owner is alive. 
• JTWROS (joint tenants w ith rights of survivorship): JTWROS give both part ies full rights to the
asset while alive, and passes the asset fully to the survivor upon the death of one of the
owners. 
• Beneficiary designat ion: used for all ret irement plan, annuity, and insurance accounts. 
• Primary beneficiary: the individual or ent ity who receives the asset upon the account owner’s
death. This can be one person/ent ity or mult iple people, divided equally or unequally. 
• Cont ingent beneficiary: the individual or ent ity who receives the asset if there are no primary
beneficiaries, either due to their death, or due to them disclaiming the asset.

Avoid These Problem Areas

• Naming children as beneficiaries: it  is better to set up a trust that w ill distribute the assets to
the children at an age specified in the trust document. 
• Naming different beneficiaries to different accounts: accounts may grow unevenly, leaving one
beneficiary w ith a much larger share of the pie, and the other one confused, upset, and
bewildered. 
• Naming your estate as the beneficiary of your ret irement plans: this may trigger strict payout
rules, creat ing the potent ial for a higher than necessary tax burden on the distributed assets.

If you discover a current beneficiary is no longer as you w ish, simply call the company holding
the account, and ask for paperwork to update your beneficiary. To name a new beneficiary you
will generally need the beneficiary’s name, social security number, date of birth, address,
relat ionship to you, and the percentage of the distribut ion you w ish them to receive. Do not
forget to follow up to confirm your account has been properly updated. To receive the asset,
the beneficiary generally needs only to provide a death cert ificate, and fill out a form.

Ensuring your assets w ill ult imately be distributed according to your w ishes gives great peace of
mind, and avoids confusion for those left  behind. Make sure to make this a periodic task so your
beneficiaries don’t  become an unfortunate stat ist ic, or are left  to wonder about your intent ions.
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This newsletter is not intended to give legal advice. Please consult w ith an estate planning
attorney regarding your specific situat ion.
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