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IRA Beneficiary Designations Matter
By Jim Lorenzen, CFP®, AIF®

Ever heard of “per stirpes” or “per capita”? Even if you never do, your heirs could find out the difference the
hard way.
If you established your IRA more than a few years ago, it might be worth reviewing your beneficiary designations,
to make sure your true wishes will be carried out. Why is this important? Let’s look at a couple of examples.
Per stirpes
A’s will says his estate is to be divided among his three children—
B, C, and D— in equal shares ‘per stirpes’. B, however, has already passed away, leaving behind two children, A’s grandchildren.
When A’s will is executed per stirpes, B’s 1/3rd share will be divided equally between his/her children, A’s grandchildren. According to per stirpes, the money flows down each branch.
But, what if one of the grandchildren, B1, had predeceased A?
What if both B1 and B2 had passed away? The answer: B’s 1/3
would keep getting sub-divided, passing down the branch.
Per capita
Under this method of distribution, heirs of the same generation will each receive the same amount. The number
of shares is equal to the number of original members either surviving or with surviving descendants.
In the first example we saw, C and D were surviving children, so the estate they would leave can be
divided at their discretion.
What if D had also pre-deceased A? Now, the estate would be divided by branch, but according to
the number of survivors. Since there are now four
total survivors, The two-thirds of the estate left
after C received his 1/3 would be divided three
ways, each receiving about 2/9ths.
The takeaway: Review your beneficiary designations with your estate attorney and then your advisor.
By Appointment Only
2655 First Street, Suite 250; Simi Valley, Ca. 93065

THE INDEPENDENT FINANCIAL GROUP
A Registered Investment Advisor

By Appointment Only
2655 First Street, Suite 250; Simi Valley, California 93065
805.265.5416  info@indfin.com
indfin.com

Ca. Insurance License #0C00742

The Independent Financial Group does not provide legal or tax advice and nothing contained herein should be construed as securities or
investment advice, nor an opinion regarding the appropriateness of any investment to the individual reader. The general information provided should not be acted upon without obtaining specific legal, tax, and investment advice from an appropriately licensed professional. All
images used in this communication are in public domain unless otherwise noted. Jim Lorenzen is a CERTIFIED FINANCIAL PLANNER® professional and an Accredited Investment Fiduciary® serving private clients’ wealth management needs since 1991. Jim is Founding
Principal of The Independent Financial Group, a Registered Investment Advisor providing wealth management, retirement planning and
investment advisory services. Licensed for insurance as an independent agent under California license 0C00742; background includes
founding, building, and selling five successful businesses and international consulting; has been headline speaker at more than 500 national
and international association and corporate conventions for clients such as Foster Grant, Hobie Cat, CapCities/ABC, H.R. Textron, Hearst
Corporation, The National Management Association, the National Newspaper Association, and Cox Communications, as well as scores of
state, regional, and national conventions; featured on American Airlines' Sky Radio heard on more than 19,000 flights, as well as in The Wall
Street Journal’s SmartMoney magazine, The Profit Sharing Council of America’s Insights; also published in the Journal of Compensation and
Benefits, NASDAQ, and in scores of national and international association trade publications.

By Appointment Only
2655 First Street, Suite 250; Simi Valley, Ca. 93065

