IS it time to review
your beneficiary designations?

As importantasawill is to the transferof your assetsit doesnot necessarilycontrol how all

of your assetwill bedistributedto your beneficiariesYou arelikely to havedesignated
beneficiariedor specificassetsluring your lifetime. And just asyou review your will,
review of your beneficiarychoicesfor theseassetss extremelyimportant.

Becausdlistributionsunderyour will aresubjectto approvalby a probatecourt, these
assetoftenarereferredto as Oprobateroperty.Orhentherearethe assetgor which you
havedesignated beneficiaryin a separatelocumentandthatarenot subjectto the probate
processThis nonprobatepropertyincludespropertyownedin joint name(the family home,
bankaccountsetc.) thatpassesutomaticallyto the otherindividual joint owner.Similarly, if
you haveestablished trust, you havenamedanincomebeneficiaryto receivethe earnings
from the trustOassetsanda remainderbeneficiaryto receivethe assetshemselvesat some
future date.

For purposef discussiorhere,we will focuson a nonprobatassethatis
particularlyimportantin the estateplanningprocessyour retirementplan assetfcompany
retirementplans,KeoghsandIRAS). Becauseyour retirementplan assetsarelikely to be
substantialyouOlwantto give specialattentionto integratingthemwith your will and
overall estateplanninggoals.

Beneficiaries and retirement plan assets

Your employeror the trusteeof your retirementplan will haveaskedyou to fill outa form
naminga primarybeneficiaryand, probably,a secondaryor contingent,beneficiaryat the
time thatyour accountwascreated.The trusteeof your IRA alsowill havea formfor youto
fill out.

Generally,if your spousds not the namedbeneficiaryof atleast50% of your vested
accountbalancein your companyretirementplan assetshe or shewill havegiven Ospousal
consent,@greeingto the designatiorof the beneficiarythat you havechosen.

If you havenQOrevisitedthe beneficiarydesignationgor your companyretirement
plan orany of your IRAs in the pastfew years,you maywantto do soNespeciallyif you
havedivorced,remarriedor hadchildrensinceyou becamea participanin your companyOs
retirementplan. Perhaps/ou nameda charityasyour beneficiary.ls the charity still in
existence?s thereanothercharity thatyou may wantto nameasa beneficiaryof your
retirementplanaccount?



The U.S. Supreme Court speaks on beneficiary designations

How importantis it to makeadjustmentgo your beneficiarydesignationsasyour personal
circumstanceshangeA landmarkU.S. SupremeCourt decisionissuedjust a fewyearsago
providesananswer.Husbandnamedhis wife the beneficiaryof both his life insuranceand
pensionplan. The coupledivorced,andtwo monthslater Husbanddied without having
changedhis beneficiarydesignationdor eitherhis insurancer his pension.Becausestate
law automaticallyrevokedbeneficiarydesignationsfter a divorce(asit doesin manystates),
the stateOSupremeCourt said thatthe moneyfrom the two resourcesventto HusbandOs
childrenfrom a prior marriage.

The U.S.SupremeCourt, in a 7-2 decision,disagreedvith the statecourt. To pay
benefitsaccordingto a statdaw, ratherthanthe individual designatedn the planor
insurancedocumentswould require,potentially, a plan administratoror insurancecompany
to befamiliar with 50 different statelaws. Thatresultis unacceptablesaidthe Court, when
federallaw (the EmployeeRetirementincome SecurityAct of 1974)clearly statesthat
paymentanustbe madeto a beneficiarywho is designatedy a participantor by the termsof
the plan. Result: The ex-wife wasentitledto the insuranceandthe pension,andthe children
lost out.

Whatcanyou do to preventthis kind of result?Onepotentialsolutionis to namea
trustasthe beneficiaryof your retirementassetsThe trustagreementannameyour spouse
as thencomebeneficiaryandyour childrenastheremainderbeneficiaries Pleasdeel free to
makeanappointmentor a planningdiscussioraswell asfor answerdo questionghatyou
may haveaboutthis complicated but important,areaof estateplanning.
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