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The importance of a beneficiary audit.
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As we approach the end of the year, many of our financial 
reviews with clients focus on portfolio performance and 
potential tax loss harvesting.  Of equal importance to review 
is a beneficiary audit.  A beneficiary audit is a “check-up” 
process for IRA’s and other retirement accounts.  It ensures that 
the intended parties inherit your retirement accounts as your 
estate plan dictates.

Designation Forms
The first step is to identify that all retirement accounts have 
a completed designation form.  Transferring an IRA from 
one custodian to another does not transfer the beneficiary 
designations.  A new form needs to be completed as the new 
account is opened.  When it comes to employer sponsored 
retirement accounts, the beneficiary form may not be a part 
of the account application, rather it may be included in a 
separate benefits package along with other forms.  This can 
make it easy to negate selection of beneficiaries.

Life Events
Beneficiary designations should also be reviewed whenever 
there is a life-event, such as marriage, divorce, new family 
(births and adoptions), as well as death. It is quite possible 
to have named grandchildren as beneficiaries of an IRA 
and inadvertently omitted younger grandchildren born 
subsequent to the account opening and funding if updates 
were not done.
 
Flexible Options
An audit can also help beneficiaries avoid the limited 
distribution options that are usually required from non-
designated beneficiaries, thus allowing flexible and tax-
friendly distribution options.  Non-designated beneficiaries 
include any beneficiaries for whom a life expectancy cannot 
be determined, such as non-qualified trusts, charities, and the 
decedent’s estate. Qualified accounts with non-designated 
beneficiaries must be distributed either within 5 years of 
the owner’s death if they die before attaining age 70½ or, if 
the owner had already attained age 70½ and was receiving 
required minimum distributions, these must continue until 
the account is depleted.  

Naming Additional Beneficiaries
It is possible, and quite common, to have more than one 
beneficiary identified for a qualified account. IRS rules 
issued in 2002 have made planning for this situation much 
easier. Beneficiaries now have a “Gap Period” between the 
date of death of the account owner, and September 30th of 
the following year, called the “Designation Date”, in which 
to separate the account for each beneficiary. This provides 
beneficiaries more flexibility in their planning and the 
opportunity to take distributions as they wish.

It is also advisable to name a contingent beneficiary who 
steps into the role of primary beneficiary in the event the 
primary beneficiary predeceases the retirement account 
owner, or if the primary beneficiary disclaims the retirement 
account.  If the primary beneficiary is deceased, and no 
contingents are named, the estate becomes the beneficiary 
and the account must be distributed within 5 years.

Estate Plan Coordination
Lastly, it is most important to coordinate beneficiary 
designations on all qualified accounts with those listed in 
their will or in their estate planning documents. Beneficiary 
designation forms control who legally is entitled to the 
account, not the will.

If you’d like to schedule an appointment to review your 
beneficiary designations or have any questions about 
your estate plan, please contact us today.
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Will you have your ducks in a row this year-end?



CNBank.com/WSG 

This material is provided for general information purposes only and is not a recommendation or solicitation to buy or sell any particular security, product or service. Investments are not bank deposits, are not obligations of, or 
guaranteed by Canandaigua National Bank & Trust, and are not FDIC insured. Investments are subject to investment risks, including possible loss of principal amount invested. Investments and services may be offered through 
affiliate companies. Past performance discussed does not predict future results.  Tax information presented is not to be considered as tax advice and cannot be used for the purpose of avoiding tax penalties. Canandaigua National 
Bank & Trust does not provide tax, legal, or accounting advice. Please consult your personal tax advisor, attorney, or accountant for advice on these matters. 
Vested Interest is published quarterly by Canandaigua National Bank & Trust. Copyright 2015. All rights reserved. 

The Markets: Focus on the hill and not the yo-yo.

Though the internet has many advantages, it can also make users vulnerable to fraud, identity theft and other scams. 
According to a Norton Cybercrime Report, 348 million identities worldwide were exposed due to cybercrime in 2014.  
Canandaigua National Bank & Trust recommends the following tips to keep you safe online:

7 Tips for Protecting Yourself Online

1. Keep your computers and mobile devices up to date. 
Having the latest security software, web browser, and 
operating system are the best defenses against viruses, 
malware, and other online threats. Turn on automatic 
updates so you receive the newest fixes as they become 
available.

2. Set strong passwords. Create a password by stringing 
random words together that mean something to you, 
but is hard for others to guess, or use at least eight 
characters in length and includes a mix of upper and 
lowercase letters, numbers, and special characters. 

3. Watch out for phishing scams. Phishing scams use 
fraudulent emails and websites to trick users into 
disclosing private account or login information. Do 
not click on links or open any attachments or pop-up 
screens from sources you are not familiar with.

4. Keep personal information personal. Hackers can use 
social media profiles to figure out your passwords and 
answer those security questions in the password reset 
tools. 

5. Secure your internet connection. Always protect 
your home wireless network with a password. When 
connecting to public Wi-Fi networks, be cautious about 
what information you are sending over it.

6. Shop safely. Before shopping online, make sure the 
website uses secure technology. When you are at the 
checkout screen, verify that the web address begins 
with https. 

7. Read the site’s privacy policies. Though long and 
complex, privacy policies tell you how the site protects 
the personal information it collects. 

Security Center

Jason W. Fitzgerald, CFP®, is Senior Vice 
President—Group Manager of Investment 
Services with CNB’s Wealth Strategies Group. 
He can be reached at (585) 419-0670 x50628 
or by email at JFitzgerald@cnbank.com.

I once read a very good quote from a former Barron’s 
editor named Alan Abelson:

“Do you know what investing for the long run but listening 
to market news every day is like?  It’s like a man walking 
up a big hill with a yo-yo and keeping his eyes fixed on the 
yo-yo instead of the hill”.*

I think we can all agree that the recent market volatility 
is an up and down yo-yo to say the least. However, 
let’s not lose sight of the hill that we all walk up as 
long-term investors. 

Markets will always be filled with uncertainty, and the 
minute the current uncertainty is resolved, a new one 
surfaces. 

Remember Greece, the Fiscal cliff, 2012 election, 
etc…the list goes on and on. That’s just the nature 
of capital markets, and the reason why they provide 
long-term premiums to disciplined investors. 

At CNB’s Wealth Strategies Group, the best way 
we know to grow wealth is to think long-term, be 
broadly diversified throughout the global markets, 
be disciplined in your rebalancing, and remember 
to focus on the hill and not the yo-yo.

*Alan Abelson, Story Telling for Financial Advisors (Chicago: Dearborn Financial Publishing, 2000)


