
Estate Planning and Beneficiary
Designations
For the past couple of years, Congress has failed to pass legislation
making estate law permanent. Due to this inaction, the amount an
estate could pass free of federal tax changed frequently, creating an
inconsistent tax system. An estate from a decedent who died in
2002 was taxed on amounts over $1 million; in 2006 that number
increased to $2M; in 2009, it increased further to $3.5 million. In
2010 the estate tax was repealed, giving all estates in that year a tax
holiday. In 2011, the tax came back at $5M. Needless to say, this
made estate planning difficult, and no doubt, made for some
unhappy beneficiaries! That all changed with the American Taxpayer

Relief Act of 2012. This law finally made federal estate law permanent, and set the federal exemption
amounts on all estates at $5M, with annual adjustments for inflation. (Oregon still taxes estates over
$1M.)

Now that this law is in place and there is certainty about what will and will not be taxed, there is no
excuse to neglect this important planning. Even if your estate falls below $5M, which the majority of
estates do, estate planning is essential to take care of other important items, such as making sure
your assets go to your intended heirs.

What happens if you have no will and no beneficiary designations in place, or in legalese die
“intestate”? Intestate estates are sent to court to let the state decide how to distribute your estate. This
can be lengthy, costly, and very public. In most cases the state will distribute property to your spouse
or domestic partner first, then your children, followed by parents and siblings. If you have no will, but
have properly designated beneficiaries on your accounts, your beneficiaries will receive the intended
inheritance in the amount you have specified. Beneficiary designations take precedence over what is
stipulated in your will, and do not have to go through the probate process. In most cases, your
beneficiary simply needs to send in a death certificate with instructions on how to receive the funds.
Beneficiary designations can be utilized with your banking & brokerage accounts (as a TOD, transfer
on death), IRA’s, 401K’s, pension accounts, and life insurance policies.

Particular attention should be given to these situations: 
1. Same-sex couples that are not registered domestic partners (RDP) in the state of Oregon: for
these couples proper estate planning documents, titling of accounts, and beneficiary designations
are essential if you wish to include your partner. Estate documents, such as your will, power of
attorney, and advanced directives for health care will ensure your partner is your beneficiary, can share
in your estate, can make financial decisions for you if you are incapacitated, or health decisions if you
are unable to do so. While a RDP entitles couples to the rights and privileges of marriage in the state
of Oregon, RDPs do not confer benefits to couples under federal law, and may not be recognized in
other states. 
2. Opposite-sex non-married couples: couples that are not legally married have none of the rights of
married couples under federal or state law. If your wish is to include your partner, estate planning
documents must be in place and current, titles correctly named, and beneficiary designations in
place. Couples that fail to complete these items will find their estate bypassing their partners and
going to family members instead. 
3. Divorced or separated couples: review of all documents, as well as beneficiary designations
should be undertaken and changes made. Failure to change beneficiary designations upon
separation or divorce is especially common. While some states have enacted laws to automatically
remove a former spouse as a beneficiary from accounts or life insurance policies, Oregon has not.
Currently, case law in this area supports the beneficiary on file over the intended beneficiary in the
event the decedent failed to make the change before death. 
4. Second marriages with children from a first marriage: this is another common area where failure
to enact change can be especially troublesome. We have all heard stories of a decedent’s children
being shut out of his/her estate by the recently married second spouse. Estate law will always support
a spouse over all other beneficiaries without proper documents in place naming the non-spousal
beneficiaries. 
5. Those with charitable intent: charitable intent must be documented, and it is always a good idea to
inform the charity of you intention as well.

If you are concerned about having funds to pay off debts, final costs, income for a loved one, or want to
leave an inheritance, life insurance (with correct beneficiary designations!) can be an excellent way to
achieve this.
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Don’t put this important task off! This is one of those items you can’t come back and fix!
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