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Inheriting Retirement Plans

Naming beneficiaries and taking distributions from retirement plans, including IRAs, 401(k)’s, 
403(b)’s, etc. can be very complicated.  Some clients want to have the retirement plan proceeds 
remaining on their death payable to family members or trusts for family members while others 
want to benefit charitable institutions.  Often it is necessary to establish different retirement 
accounts for different purposes.  It is important to consider the tax and practical implications of 
naming beneficiaries of retirement accounts.  When you are named as a beneficiary you should 
promptly seek legal and tax advice after the accountholder dies in order to avoid missing dead-
lines, paying substantial penalties and perhaps paying income taxes a lot sooner than may be 
required. 

Pay Strict Attention to your Inheritance

It is very difficult to lose a loved one.  When a major inheritance comes from the death of a parent, 
spouse or other loved one it can create many challenges.  I generally advise my clients to defer any 
major financial decisions until after some time has passed.  There are tax considerations and other 
challenges that must be dealt with and it is best to withhold purchasing new homes, businesses 
or other major expenditures that may not be appropriate.  You should confer with legal, tax and 
investment advisors but not make any hasty decisions.  As stated in the prior article, be especially 
careful how you deal with retirement accounts.  The rules are complex and you want to avoid any 
unnecessary tax problems.  

Social Security Options

Many people do not understand that there are numerous options with regard to receiving Social 
Security benefits.  Most of us know that you can begin to draw benefits at age 62 and that our 
monthly benefits increase if we wait until a later date.  A lot of people are unaware that a spouse 
can draw benefits based on his or her spouse’s work record.  The date when you begin to draw 
those benefits will also affect the amount of the benefit.  In some cases a person can draw ben-
efits based on a divorced spouse’s work record when their marriage lasted more than 10 years.  I 
have seen cases where two wives are collecting benefits from the same husband’s Social Security 
account.  This is a very complicated area and you should seek professional advice prior to making 
a decision. 

When To Review Estate Planning Documents

Clients frequently ask how often their documents need to be reviewed. I try to inform my clients 
about changes in the law through this newsletter.  I also use a general rule that documents should 
be reviewed every three to five years.  It is more important, however, to have documents reviewed 
when there is a significant change in your health or the health of a loved one or in the event of a 
major financial change.
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