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Are you turning 65? 
The Medicare open enrollment period runs from October 15, 
2014 through December 7, 2014. Learn more in this month’s 
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November is Beneficiary 
and Estate Planning Month 
at Taylor Financial Group 
November is beneficiary and estate planning 
month at Taylor Financial Group.  We have 
prepared this short newsletter to provide you 
with actionable steps to review your current 
beneficiary designations and estate plans.  These 
actionable steps will help you to ensure that your 
estate plan is consistent with your current wishes 
and will help you to avoid some of the common 
pitfalls of estate planning.  
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Understanding how your assets will transfer to your heirs after your passing helps you to create an estate plan that ultimately fulfills 
your wishes and prevents unnecessary delays or complications for your heirs.   
 
The most powerful of all documents are designated the beneficiary forms for company retirement plans, individual retirement plans 
(IRAs and Roth IRAs), annuities, and life insurance.  Beneficiary designation forms can trump all other legal documents (including 
your Will) and these 
beneficiary 
designations have been 
upheld all the way to 
the Supreme Court.  
For example, after 
Clark and Hetta 
Moore’s divorce, Clark 
did not update the 
beneficiary designation 
of his pension or life 
insurance.  Clark 
assumed he did not 
need to do anything to 
change the beneficiary 
of his life insurance 
policy and pension plan 
because Hetta had waived her rights to these as part of their divorce agreement.  Clark passed away with Hetta still named as the 
beneficiary on both plans.  After an extensive legal battle where Clark’s heirs wanted to set aside the outdated beneficiary forms, the 
Court ruled in Hetta’s favor and she was entitled to keep the proceeds of both Clark’s pension and life insurance.   
 
You should review your beneficiary designations at least annually to ensure they are consistent with your current wishes.  When 
naming a beneficiary, you can choose two basic beneficiary designations, which we discuss below.  You should understand how 
assets will pass to your heirs under each designation before making an election. 

What are the different 
types of designations?  
A per-stirpes designation assumes that in the event your primary 
beneficiary predeceases you, the share of the assets they would 
have inherited goes to their heirs. For example, if one of the 
beneficiaries under your Will were to predecease you, their share 
of inheritance would pass to their heirs (children). 
 
A per-capita beneficiary designation means that in the event one 
of your beneficiaries should predecease you, their share of the 
assets they would have inherited will be equally divided among 
the other surviving named beneficiaries.  For example, if you 
had two children and one of them predeceased you, the other 
child would inherit their deceased sibling’s share of the 
inheritance. 

When was the last time you reviewed your 
beneficiary designation(s)? 

The opinions voiced in this material are for general information only and are not intended to provide specific advice or recommendations for any individual.  
Information Disclosure: The information contained herein has been obtained from sources considered to be reliable, but  accuracy or completeness of any statement is not 

guaranteed. 
Professional Advice Disclosure: None of the information contained herein is meant as tax or legal advice. Tax laws are complex and subject to change. Please consult the 

appropriate professional to see how the laws apply to your situation. 
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Estate Taxes 
When someone inherits money or property, the transfer may be subject to Estate and/or 
Inheritance Taxes.  The Estate Tax is commonly referred to as the "Death Tax" because 
it is the tax paid on the value of a person’s assets after their death.  The Estate Tax is 
paid according to the tax rates in place in the year of the person's death and can be 
assessed by the Federal government, as well as certain states.  Currently, the amount 
exempt from a Federal Estate Tax is $5.34 million (or $10.68 million for married couples 
when considering portability).  In addition, you can make annual gifts of $14,000 to as 
many people as you wish without reducing that lifetime exemption amount.  If you have 
made taxable gifts above the annual exclusion during your life, the amount of your 
personal exemption will be reduced by the amount of those taxable gifts. 

The process of creating an estate plan can be stressful and 
complex.  For that reason, many people may avoid revisiting 
their existing plans.  However, life events such as marriage, 
separation, divorce, the birth of a loved one, or relocation, can 
impact your estate planning needs. In addition, tax laws are 
always changing and 
can have a profound 
effect on your estate 
plan.  By revisiting 
key elements of your 
plan annually, you 
can make adjustments 
for life changes and 
ensure that your 
current wishes are known.   

When was the last time 
you reviewed your 

estate plan? 

Do you own your life 
insurance policies? 

If you own a life insurance policy, the death benefit will be 
included in the amount of your taxable estate.  One way to avoid 
the taxation of life insurance proceeds at death is to establish an 
Irrevocable Life Insurance Trust (ILIT).  An ILIT is a type of 
irrevocable trust that is specifically designed to own life 
insurance policies.  Once an ILIT has been established, the 
ownership of your life insurance policies is transferred to the 
Trustee of the ILIT.  The ILIT will also be designated as the 
primary beneficiary of your life insurance policies.  
Consequently, after your passing the insurance proceeds will be 
deposited into the ILIT and held in trust for the benefit of your 
spouse (or other beneficiaries) during his or her lifetime.  Upon 
their passing, the balance will pass to your children (or other 
beneficiaries) without being subject to an estate tax.  

If an ILIT purchases a life insurance policy, the gift will be 
considered complete at the time the policy is purchased.  If, 
however, you transfer an existing life insurance policy into an 
ILIT, you must live for at least three years or the proceeds will 
be included in your taxable estate. 

Are your Power of Attorney and Healthcare 
Directive up to date? 

A Power of Attorney is a legal document in which you grant another person legal authority to act on your behalf.  Many people grant a 
Power of Attorney to their child or friend so that their financial matters can be tended to, in the event they are unable to do it 
themselves.  However, depending on state law a Power of Attorney may cease if you become disabled (thereby defeating the purpose 
of having granted a Power of Attorney in the first place).  By specifying that you have created a Durable Power of Attorney, the Power 
of Attorney will remain in force should you become unable to make decisions on your own behalf.  

Establishing a Healthcare Directive and naming a healthcare agent authorizes someone to make healthcare decisions on your behalf.  
A Healthcare Directive can also provide instructions for your care should you become incapacitated.  Similar to a Durable Power of 
Attorney, this will help ensure that your wishes can be carried out should you be unable to direct your own care.   

The opinions voiced in this material are for general information only and are not intended to provide specific advice or recommendations for any individual.  
Information Disclosure: The information contained herein has been obtained from sources considered to be reliable, but  accuracy or completeness of any 

statement is not guaranteed. 
Professional Advice Disclosure: None of the information contained herein is meant as tax or legal advice. Tax laws are complex and subject to change. Please 

consult the appropriate professional to see how the laws apply to your situation. 
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What to look for on your 
credit report 

Common Estate Planning Mistakes 

Many people own assets jointly in an attempt to avoid 
probate and taxation.  There are two ways to title Joint 
property: “Joint Tenants in Common” and “Joint Tenants 
with Right of Survivorship.” If assets are not titled properly, 
jointly held property can create unexpected taxes and may 
not comply with your current wishes.  For example, when 
using a Joint Tenants with Rights of Survivorship title to 
avoid taxation, when the joint owners are not married (or the 
surviving property owner cannot show they contributed half 
of the cost of the assets), the full value of the property may 
be included in your estate and taxed accordingly.  If 
attempting to avoid probate and an asset has a Joint Tenants 
in Common title, when you pass your 50% share will be 
subject to probate and pass according to your Will, which 
may not be your original intention. 

Jointly-Held Property 

Through this type of deed, you can designate a beneficiary 
(or beneficiaries) who will inherit your assets without the 
need for probate.  If you have only one beneficiary, this 
strategy may work well.  However, if you have multiple 
beneficiaries, it can lead to complications for your heirs.  For 
example, in the case of real estate the beneficiaries must all 
agree on a realtor and sale price.  Until the property is sold, 
this arrangement can create family disagreements and hard 
feelings.  When leaving real property to multiple 
beneficiaries, it may be better to allow property to be 
probated so that the executor(s) of your estate can make all 
decisions relative to the property. 

 

One of the greatest mistakes is passing away without a valid 
will.  This can result in “intestacy,” which is another way of 
saying that the State will dictate how your assets will pass to 
your heirs.   

Without properly named beneficiaries your children may 
inherit large amounts of money before they are responsible 
enough to manage those assets.  Creating a Trust to hold the 
inheritance of minor children will designate a trustee to 
manage and distribute those assets according to the terms of 
the trust agreement (your wishes). 

Naming Minor 
Beneficiaries 

Not Having a Will 

Naming Multiple 
Beneficiaries on a 

Transfer on Death Deed 

The opinions voiced in this material are for general information only and are not intended to provide specific advice or recommendations for any individual.  
Information Disclosure: The information contained herein has been obtained from sources considered to be reliable, but  accuracy or completeness of any 

statement is not guaranteed. 
Professional Advice Disclosure: None of the information contained herein is meant as tax or legal advice. Tax laws are complex and subject to change. Please 
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ACTION ITEMS 

1. Review your plan annually.  An 
estate plan should be reviewed 
following any major life event. Even 
if you or your family does not 
experience a major life event (such as 
a birth, marriage, death, or 
relocation), you should still review 
your estate plan to ensure it will 
achieve your intended objectives in 
the most efficient way possible. 
 

2. Place insurance policies in Trust. If 
you purchase a life insurance policy, 
it may be best to do so in an 
Irrevocable Life Insurance Trust (ILIT) to keep the proceeds out of your taxable estate. If you currently 
have an insurance trust or an irrevocable trust, you should be sure you have complied with all annual 
requirements that may be mandated by the IRS (i.e. Gift Notices and Gift Tax Returns). 
 

3. Review your beneficiary designations.  It is important to review your beneficiary designations at 
least annually to ensure your assets will properly transfer to the people you want to inherit them.  You 
should check the beneficiary designation on your retirement plans (IRA’s, Roth IRA’s, pensions, and 
employer sponsored plans), life insurance, and annuities.  You should also review the ownership of any 
jointly held property including real estate, bank accounts, and investment accounts.  
 

4. Choose a Power of Attorney and Healthcare Proxy.  Choosing a Power of Attorney and healthcare 
proxy will help in managing your care and assets in case you are not able to do it for yourself.  If these 
things are not properly taken care of it can put an undue burden on your loved ones as they will have to 

make life-changing decisions without an 
understanding of your wishes. 

 

The opinions voiced in this material are for general information only and are 
not intended to provide specific advice or recommendations for any individual.  
Information Disclosure: The information contained herein has been obtained 
from sources considered to be reliable, but  accuracy or completeness of any 

statement is not guaranteed. 
Professional Advice Disclosure: None of the information contained herein is 

meant as tax or legal advice. Tax laws are complex and subject to change. 
Please consult the appropriate professional to see how the laws apply to your 

situation. 
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Medicare Open 
Enrollment 

The Medicare open enrollment period is from October 15th 
through December 7th.  The open enrollment period offers 
people with Medicare an opportunity to select or change 
their Medicare Part D prescription drug plan for 2014, 
along with a host of other options.  Since plans change 
from year to year, it is important for people with Medicare 
to compare, take a close look at their current coverage, 
how much it costs, and how it fares with other plan options 
that are available.  www.medicare.gov/find-a-plan is a 
great free resource to use when evaluating plan options. 

You may also want to consider a private Medicare Advantage plan.  Enrollment this year hit a new high 
with 14.4 million individuals, or 28% of all Medicare beneficiaries enrolling.  Generally, subscribers 
must purchase traditional Medicare, a prescription-drug plan, and a supplemental policy for out-of-
pocket expenses--Advantage Plans can reduce the costs and the hassle of buying three policies for 
comparable coverage.   

If you are enrolling in Medicare for the first time, or switching from traditional Medicare, you must be 
careful.  When evaluating different plans, you must choose carefully as some plans that advertise $0 
premiums could end up charging large co-payments, and some plans (like HMOs) will limit your choice 
of doctors and hospitals. 

Do you, a friend, or a family member have 
questions about Medicare? Please let us know.  
We would be happy to send you a copy of our 

“Baby Boomer’s Guide to Medicare!” 
 

Securities offered through LPL Financial, member FINRA/SIPC.  Investment advice offered through Private Advisor Group, a registered 
investment advisor.  Taylor Financial Group and Private Advisor Group are separate entities from LPL Financial.  
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