





accounts we described in the
previous section. That’s because
the rules require that POD funds
pass directly to the named
beneficiaries without condition—and
most living trusts documents do
carry conditions before payment
can be made. (An example might
be that children listed as
beneficiaries cannot receive any
money until they earn a college
degree.) As a result, living trust
accounts very often are ineligible
for the $100,000-per-beneficiary
insurance coverage. Instead, they
likely would be insured to
$100,000 in total along with any
individually-owned deposits of the
person who established the ving
trust account.

Real-World Example: Two
parents established separate living
trusts and put the funds in separate
bank accounts—the father’s with
about $190,000, and the mother’s
with about $170,000. Each parent
named the other parent and their
four children as beneficiaries. They
assumed that each account was
insured to $500,000—or $100,000
for each beneficiary. However,
their living trust documents
included a condition stating that,
upon the owner’s death, a certain
amount would be donated to a
charity before the beneficiaries got
the remaining funds. The result:
When the bank failed, each
account was insured to $100,000,
leaving $90,000 of the husband’s
account uninsured and $70,000 of
the wife’s account uninsured.

The Lessons: “When people go
to an attorney to set up a living
trust they don’t often think about
the deposit insurance aspects,” says
Hugh Eagleton, an FDIC Senior

. Consumer Affairs Specialist in
Washington. “But once you start
funding that trust at the bank, the
money can quickly go over
$100,000.” If you’re concerned
that a living trust account may
exceed the insurance limit, now or
in the future, you and your
attorney should read the FDIC’s
guidelines on living trusts. The
guidelines appear on the Internet

at www.fdic.gov/deposit/
deposits/financial/letter2. huml, or a
copy can be obtained from the
FDIC’s Public Information Center
(see Page 7).

If you need additional guidance,
call or write the FDIC as listed on
Page 7. FDIC Washington-based
attorney Joe DiNuzzo says that the
simplest, safest approach you can
take is “to just assume that your
living trust account will be insured
to only $100,000 in the aggregate
with any other individual accounts

you hold at the bank.”
In

general, deposits you keep at a
bank for retirement purposes, such
as Individual Retirement Accounts
(IRAs) and Keoghs, are added
together and insured up to
$100,000. And your retirement

fiirnde are inanired cenarately from

than $100,000 in IRAs at one bank
is uninsured, period—it’s extremely
common to find customers with
retirement funds over the limit,”
says the FDIC’s Becker. One big
reason, he says, is that some people
take a lump-sum distribution from
a pension fund, often involving a
lot of money after many years of
work, and they deposit it into one
account simply because they didn’t
realize they could divide that
money among different financial
institutions.

Also among the common
misconceptions, according to Ed
Silberhorn, an FDIC consumer
affairs specialist in Washington, is
that you can get more than
$100,000 of coverage for your
retirement accounts by dividing
the money among multiple
accounts, spreading the accounts
among different branches of the
same institution, or by adding

beneficiaries. “These strategies do
not increase insurance coverage,”
he says. “A depositor’s self-directed
retirement funds at an institution
are added together and insured to
$100,000. It’s about as simple as
that.”

Real-World Example: A man who
worked 50 years to build his
retirement nest egg said he
believed it was safe to spread more
than $200,000 in IRA money
among many accounts in one bank.
But under the FDIC’s rules, all of a
depositor’s IRAs and other self-
directed retirement funds are
added together and insured to
$100,000, no matter how many
different accounts are involved.
"This depositor had more than
$100,000 uninsured when his bank
failed.

The T.essons: To tully protect
funds, don’t have
,000 of retirement
1e FDIC-insured
institution. If
necessary,
consider moving
some of the
money to another
retirement
account at a different FDIC-
insured institution.

The FDIC
Bleauy duupuucu the rules in 1999
to insure each person’s share in all
joint accounts at an institution up
to $100,000. Let’s say you and a
spouse own a $200,000 joint
account and neither of you owns
other joint accounts at the same
insured institution. Under the
rules, each of you would be insured
for $100,000, and thus, the
$200,000 joint account would be
fully protected. If you have more
than one joint account at an
institution and with more than one
co-owner, the rules say you cannot
be insured for more than $100,000
for your share of all those joint
accounts. Even though the joint
account rules are straightforward,
the recent bank failures indicate
that there are still depositors
exceeding the insurance limit.
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