Key Estate Planning Mistakes to Avoid

Too many people make these common errors.

Many affluent professionals and business owners put estate planning on hold. Only the courts
and lawyers stand to benefit from their procrastination. While inaction is the biggest estate
planning error, several other major mistakes can occur. The following blunders can lead to
major problems.

Failing to revise an estate plan after a spouse or child dies. This is truly a devastating event,
and the grief that follows may be so deep and prolonged that attention may not be paid to this.
A death in the family commonly requires a change in the terms of how family assets will be
distributed. Without an update, questions (and squabbles) may emerge later.

Going years without updating beneficiaries. Beneficiary designations on qualified retirement
plans and life insurance policies usually override bequests made in wills or trusts. Many people
never review beneficiary designations over time, and the estate planning consequences of this
inattention can be serious. For example, a woman can leave an IRA to her granddaughter in a
will, but if her ex-husband is listed as the primary beneficiary of that IRA, those IRA assets will
go to him per the beneficiary form. Beneficiary designations have an advantage — they allow
assets to transfer to heirs without going through probate. If beneficiary designations are
outdated, that advantage matters little.?

Thinking of a will as a shield against probate. Having a will in place does not automatically
prevent assets from being probated. A living trust is designed to provide that kind of protection
for assets; a will is not. An individual can clearly express “who gets what” in a will, yet end up
having the courts determine the distribution of his or her assets.

Supposing minor heirs will handle money well when they become young adults. There are
multi-millionaires who go no further than a will when it comes to estate planning. When a will
is the only estate planning tool directing the transfer of assets at death, assets can transfer to
heirs aged 18 or older in many states without prohibitions. Imagine an 18-year-old inheriting
several million dollars in liquid or illiquid assets. How many 18-year-olds (or 25-year-olds, for
that matter) have the skill set to manage that kind of inheritance? If a trust exists and a trustee
can control the distribution of assets to heirs, then situations such as these may be averted. A
well-written trust may also help to prevent arguments among young heirs about who was
meant to receive this or that asset.’

Too many people do too little estate planning. Avoid joining their ranks, and plan thoroughly to
avoid these all-too-frequent mistakes.
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It's critical to review beneficiary designations.

When is the last time you checked to see who
you named as the beneficiary on your
retirement accounts, life insurance policies,
and annuities? It is amazing the number of
people who have prior spouses or deceased
relatives still named as a beneficiary on a

retirement account at a former employer, or v
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Why Review Beneficiary
Designations?

Many people neglect to update their beneficiary designations after a marriage,
divorce, or other change in their family situation.

Retirement Decisions It's easy to forget do this, and of course it involves paperwork, and who likes
paperwork?
» Before Retirement
The problem with this; the beneficiary designation is a legally binding document
and it supercedes your will. That means regardless of your current relationship
status, and regardless of what your current will says, the asset will go to the person

Retirement Age

Plan for Retirement

Social Security you named in the beneficiary designation whenever you last updated it.
401(k)
Beneficiary Designations Trump the Will
IRAs
Badine Some people think an updated will is all you need. Your will or trust will not
override what is named in the beneficiary designation on a life insurance policy,
Investing annuity, or retirement account (like an IRA or 401(k) plan). The beneficiary

designation takes precedence, or as one poker player put it "the beneficiary
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SUCeRHNE ESavings designation trumps the will". And if you don’t name anyone on an IRA account?

State laws can then determine who it goes to. For this reason, it is important you
update your beneficiary designations to reflect your current wishes.

Tax Tips

After Retirement
Example of planning gone bad: | worked with a client who's wife worked for a

Careers large national defense company. It was a second marriage, and when she got ill
with a serious cancer, she had a trust drawn up. She wanted her two children and
Anmiitiee husband to each get one-third of her assets. However, she did not update her
Real Estate beneficiary designation with her 401(k) plan and so that sizeable account all went
directly to the husband.
Insurance
He wanted to honor her wishes (luckily for the kids from her prior marriage), but if
Find an Advisor he cashed in the 401(k) and paid it to the kids he would have to report all the
income on his rax return. He and the kids decided instead to set up an IRA in his
name, burt with the kids named as the beneficiaries, and they agreed with each
seforer i distribution he made to them he could withhold enough to cover the taxes. This
Spouse, Kids or

Trust: Who Should Be turned out okay, but will be an ongoing administrative hassle for years. This type of
Your IRA Beneficiary? hassle could have been avoided by updating the retirement plan beneficiary form
at the wife's employer. (Note: the employer had no choice - they must follow the
beneficiary designation form on file and cannot change the distribution after death
even if all parties agree to the change.)
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How to Review Beneficiary Designations

Make a list of each retirement account, life insurance policy, and annuity that you
have. Add two columns to your list; one for the beneficiary and one for a date. For
each account or policy write down the beneficiary and the date it was last updated.
In addition to a primary beneficiary, you should also name a contingent

beneficiary. This means if the primary beneficiary predeceases you, you have
already specified who the account should then go to.

Keep this list in a binder or file folder along with your other important documents.
Regardless of any changes, make it a habit to pull this binder out once a year and
review the information in it.

If you need to update a beneficiary, the pany. They will send you a
beneficiary designation form which you will need to fill out, sign, and return to
ARTICLE them.
Spouse, Kids or
Trust: Who Should Be
Your IRA Beneficiary? What About o Trust?
Many people establish a revocable living trust, which governs all the assets that are
- titled in the trust. For example, you could title bank accounts, investment accounts

and real estate in the trust. You are the trustee and control the assets while alive v
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and healthy.

The trust document names a successor trustee so if you become incapacitated or
die, the successor trustee can easily take over without a lot of administrative
hassle.

With an IRA or 401(k), a real person must be the account owner. You cannot re-title
the IRA or 401(k) into the trust. You can name the trust as the beneficiary of your
IRA, but there can be drawbacks to this, If you have substantial assets in IRAs and
other retirement plans, it is best to work with a qualified estate planning attorney
to help you figure out the best way to name beneficiaries.

A LE ARTICLE ARTICLE ARTICLE ARTICLE

Spouse, Kids or What Does The Basics of This Is Why You Whatisa

Trust: Who Should Be "Contingent Beneficiaries Should Review Your Beneficiary?

Your IRA Beneficiary" Mean? 401(k) Plan Understanding Life
Beneficiary? Beneficiaries Insurance 101
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3 Ways to Keep Your Estate out of Probate

Save your loved ones a lot of hassle and expense by taking steps now to protect your estate from probate.

Wendy Connick (smwconn)
Mar 3, 2017 at 6:46AM

AUTHOR
Wendy Connick
(imwconn)
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Mar 3, 2017 at 6:46AM

Investment Planning

READ MORE

7 Things You Didn't Know About the Most
Exclusive Credit Card in the World

2 Purchases to Never Put on Credit Cards

e g . Here's What Donald Trump's Tax Return Tells Us
Unless you're a lawyer, there's nothing good about the probate process. Probate is basically a About His Investments

drawn-out clerical process meant to confirm that the deceased's will is being honored. _
Unfortunately, a simple will can't always protect a person's assets from the probate process, ﬁ“?gr&‘:f’xﬂ:&f’sz Motley Fool Hidden Gems vs.
which can involve months of filling out forms and ing p d qui -- all while
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racking up legal fees that may reach well into the thousands.

If this doesn't sound like your cup of tea, consider using the following methods to protect your
heirs from the pain of probate.

Set up a living trust

Living trusts are the most comprehensive, but also most complicated, way to protect your
estate from probate. A living trust requires three people: a grantor (the person setting up the
trust), a trustee (the person who manages the trust), and one or more beneficiaries (lhe people
who benefit from the trust). In a trust set up for the purpose of bate, typically you
would be all of these people. As a grantor, you'd sel up the trust and lransfer your property
over to the trust’s ownership; as a trustee, you'd manage how that property is handled; and as
a beneficiary, you'd continue to use that property as your own during your lifetime. You'd also
add whoever you want to inherit your property as beneficiaries to the trust. Finally, you'd need
to add a successor -- the person whose job it is to take over the trust after you die and make
sure that your property is distributed according to your wishes.

A living trust protects your estate from probate because,
technically, you don't own the assels in it; the trust owns
everything, and you just use it. If you own nothing when you
die, then there's nothing to put through the probate process.

To get a properly configured living trust of your very own,
seek out a lawyer who has experience with trust and estate
law to help you set it up. If you're the do-it-yourself type, you
can draw up the documents on your own (trust-building
software and kits are i fromr is W ing Nolo), but it's best to at least
ask a lawyer to review it before you file the paperwork so that you can be sure you haven't
missed some crucial detail.

MAGE SOURCE: GETTY IMAGES

Use joint ownership for your property
If you and someone else both own an asset and the joint ownership is structured correctly,
then the asset will simply pass straight to the other owner when you die. Many married couples
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already have joint ownership in major assets such as bank accounts and houses. However, the
ownership may not be the right kind to ensure you'll avoid probate.

What you typically want is "joint tenancy with right of survivorship," which means that when you
die, the other owner will fill out a simple form, and the property will pass straight to them. If
you're not sure whether you have that form of ownership, check with the agency keeping the
records. Typically, that means your bank for bank accounts, the Department of Motor Vehicles
for your car, and the county real estate records department for your house.

Some states have laws that will affect how joint ip works. For if you live in a
community property state, you can choose an even simpler form of joint ownership: community
property with right of survivorship. Under this form of ownership, when one owner dies, the
other automatically gets ownership of the property without even needing to fill out a form. And
in Texas, you'll have to fill out a sep written ag to blish joint ownership for any
asset, Consider doing some research or checking with a local legal advisor to see if any other
state or local laws will affect how joint ownership works for you.
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Convert your accounts to payable-on-death

It's possible to add a beneficiary to many types of properties and assets. If you do, then the
asset will go straight to the beneficiary upon your death, without taking a tour through probate
court first. This is typically toas ™ upon-death” or “payable-on-death,”
depending on the type of asset.

Many retirement accounts ask you to name a beneficiary at the time you open the account;
upon your death, the beneficiary can claim whatever funds are in the account. Similarly, you
can name a beneficiary for your bank accounts at any time, and the beneficiary can claim
those funds after your death just by going to the bank with a copy of your death certificate and
proof of their identity. Most states will allow you to name the beneficiary on investments such
as stocks and bonds; this works just like a payable-on-death bank account. And some states
will let you set up transfer-upon-death registrations for vehicles and/or deeds for real estate.
Check with your state’s Department of Motor Vehicles and your county's real estate records
department to find out if it's an option where you live.

The Motiey Fool has a disclosure policy.
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Legal Age to Inherit

by Anna Assad

Ao
State laws control whether a chikd can
inheril or have to wait
Related Articles

Wht Age Do You Need to Be to
Inherit @ Trust From a Wil?

Kansas Unborn Chid Estate Rights

Leaving an Estate to Minor Children
in Connecticut

A chiid considered a minor by her state of residence can inherit property, but she
can't manage . The legal age of inhentance, meaning control of the propesty, vanes
by state and by the value of the inhentance but is 18 in most cases For example, a
chiki may take control of his inhentance at 18 in Colorado, but if the inhentance 1S
more than $10. 000, he has to wat untl he's 21. A parent or redative of 3 mmor child
has more than ane option when deciding how to provide for 3 minor's inhentance.

Property Custodian

The Undorm Transfer to Minors Act, enacled in all states but Viermont and South
Carona at the time: of publcaton, allows for the creation of property custodians for
minors. A person may name a property custodian specifically for a mmor chikf's
inhertance m his will. The custodian manages the assets keft (o the child in the will
until she reaches the state’s legal age of adulthoed. Once the child is considered an
adult, she has full control over her inhefitance. A person may name a property
custodian a5 beneficiary on behalf of a minor chid on accounts and plans that
require beneficiary naming, such as retirement plans, but his wording must indicate
his intention. For example, he may kst, “John Doe, a5 custodian for Jane Doe, a
minor chidd, under the Uniform Transfer to Minors Act” as the beneficiary on a
retrement plan,

Property Guardian or Conservator

It in your will you name a guardian for the inhented property of any minor chid, the
propety guardian will manage all the chid's inhented 3ssets untd she reaches
adulthood A property quardan named in a will must recene court approval, the court
formally appomts the guardian. A property guardan may have 10 post & bond with the
court as a condition of appainiment. The band amount vanes, depending on state

taws and the size of the property the guardan will manage. The bond protects aganst loss (o the child's assets. Some states

zZoom
Legal help is here.

Start Here

MORE ARTICLES

Laws Governing Estate nhertance for Chikiren in
Lowsiana

Is Guardianstep Requred m Florda?
lnois Estate Laws for Minor Children
Gan an Owner Be a Manager in a C Corporation?

How to Transfer Property From a Sole
Corparabon
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