Pay-on-Death (POD), Transfer-on-Death (TOD), and beneficiary designations

disadvantages that should be considered carefully, especially when compared to a more
comprehensive estate plan like a revocable living trust.

Here are the main disadvantages:

1. No Control After Death

* These designations transfer assets outright and immediately to the named beneficiary at
death.

* You cannot stagger distributions, delay access (e.g., until age 25), or place conditions (like
“if my spouse is incapacitated’).

» If the beneficiary is a minor or has special needs, the asset could be locked up in court-
managed conservatorships or disqualify them from government benefits.

2. No Backup Beneficiaries by Default

* Many POD/TOD forms do not allow for contingent (backup) beneficiaries or successor
rules.

» If the named beneficiary dies before you and you don’t update the designation, the asset
might go through probate anyway.

3. Uncoordinated Planning
* Having multiple POD/TOD accounts can undermine your overall estate plan.

* For example, you might have a will or trust saying “divide everything equally,” but your
TOD account names only one child—that account goes to them outside of the estate,
potentially creating unfairness and family disputes.

4. Unintended Disinheritance
* These designations operate outside of your will or trust.

* If you change your will but forget to update your POD/TOD designations, your estate plan
will not reflect your intentions.

5. No Creditor Protection for Beneficiaries

* Once the beneficiary receives the asset, it becomes subject to their creditors, lawsuits, or
divorces.

* A properly drafted trust can keep assets protected for beneficiaries.



6. Potential for Conflict and Litigation

» [f designations are changed late in life or under questionable circumstances, family members
may allege undue influence, especially when a large sum bypasses other heirs.

7. Overlooks Incapacity Planning

* POD/TOD designations do nothing to help manage your affairs if you become
incapacitated.

* A trust or power of attorney is better suited for lifetime planning, not just post-death
transfers.

<« When They Can Be Useful

* For smaller estates, or single assets (like one bank account or a vehicle), these tools can
offer simple probate avoidance.

*  When combined thoughtfully with a trust or will, they can streamline transfers.

Final Thought:

POD/TOD/Beneficiary designations are not a substitute for a comprehensive estate plan. In
Michigan, they can create gaps, conflicts, and unintended outcomes if not coordinated with your
will, trust, and incapacity documents.

Would you like a checklist comparing these designations to a revocable trust approach in Michigan?
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