
Your 401(k) Beneficiary:                                    

How It Works and What to Consider When Naming One 

What is a 401(k) beneficiary? 

When you enroll in a 401(k) plan at work, you will often complete a form naming your beneficiaries. You’ll be asked to 
name at least two people: a primary beneficiary and a contingent (or secondary) beneficiary: 

• Primary beneficiary. Your primary 401(k) beneficiary is your first choice to receive your retirement assets in 
the event of your death. 

• Contingent beneficiary. Your contingent, or secondary, beneficiary is the person (or people) who will receive 
benefits if your primary beneficiary isn’t alive when you die or declines to accept the benefits. 

You may name more than one person in both the primary and contingent beneficiary categories. If you do, though, you 
will need to specify the percentage each primary beneficiary will receive. The shares don’t have to be equal, but the total 
must equal 100%. For example, you could name a sibling as a primary beneficiary receiving 80% of the account balance, 
and two charities receiving 10% each. 

 

What happens if you do not name a 401(k) beneficiary? 
 
Selecting a 401(k) beneficiary might seem like a formality, but it is incredibly important if you want to have a say in who 
inherits your account. If you are married, your spouse is typically going to be the automatic beneficiary of your 401(k), 
even if you do not officially name them on the beneficiary form; there may, however, be some exceptions depending on 
your plan. But if you are single or want someone other than your spouse to inherit your account, naming a beneficiary 
can prevent a lot of trouble for your heirs. Even if your spouse will be your automatic beneficiary, it may be a good idea 
to fill out the form for your records. 
Typically, retirement accounts avoid the probate process and transfer directly to the named beneficiaries. Probate is a 
legal process in which the court determines whether a deceased person left a will and ensures the deceased person’s 
assets are distributed according to their will (or according to state law if the deceased person did not have a will). 
If you do not have any living 401(k) beneficiaries when you die, your 401(k) can wind up in probate, and several 
problems can arise: 

• State law determines who inherits your assets: If you do not have a will, the probate court uses the state 
intestate laws to decide how to distribute your assets to heirs. 

• Probate can be costly: The cost of having your assets go through probate varies depending on your estate’s 
size and makeup, state laws and whether you have a will. However, between court fees, appraisals and attorney 
fees, probate costs usually range somewhere between 2% to 5% of the value of your assets that go through the 
process. You can reduce those costs (and ensure more of your assets go to your heirs) by keeping your 401(k) 
out of the probate process. 

• The transfer of assets may be delayed: If you have a valid beneficiary for your 401(k), your beneficiary can 
receive the account relatively quickly once your financial institution receives proper notification of your death. 
The probate process, on the other hand, can take months or even years. 



How to pick a beneficiary if… 

You are married 

If you are married, 401(k) beneficiary rules typically consider your spouse as the default beneficiary of your account. 
Even if you want your spouse to inherit the account and the process will be automatic, your plan administrator might 
ask you to complete the beneficiary form just as a formality. If you want to name someone other than your spouse as 
your beneficiary, your spouse will usually have to sign a spousal waiver agreeing to it. You can get a spousal waiver form 
from the firm that administers your employer’s 401(k) plan, and the waiver typically needs to be witnessed by a notary 
or a plan representative. 

For example, say you are married, and you do not want to name your spouse as a 401(k) beneficiary because they are 
already financially well off.  Instead, you would like to leave the account to your child from a previous relationship. Your 
spouse must agree to sign the waiver — if they do not sign the waiver and you list your child as the sole beneficiary, 
your spouse will still inherit the account, regardless of what your beneficiary designation says. 

You are single 

If you’re not married, you can name anyone as your beneficiary without having to have extra documents signed. This 
could be your children, your parents, siblings, a friend or a favorite charity. 
Just remember to update your beneficiary designation if your situation changes. For example, if you name your parents 
as beneficiaries and they die before you do, you’ll need to update your beneficiary designation to name someone else. If 
you get married later on, your spouse will likely automatically take precedence over anyone else named as a beneficiary. 
Thus, you’ll probably need to have them sign a spousal waiver if you want to keep your beneficiaries as is. 

Your kids are underage 

Most 401(k) plans will not transfer money directly to a minor. Instead, a court will have to appoint a trustee or guardian 
to receive the funds, which can take some time. 
There are a few ways to avoid this, and your options may depend on the laws in your state. Some states allow parents to 
name a minor as a beneficiary and a custodian who will manage the assets in the child’s best interest until they reach a 
certain age — usually 18 to 25, depending on the state. 
Another option is to create a trust. When you create a trust, you also name a trustee who will manage trust assets on 
behalf of your child — either until they reach a certain age or for their lifetime. Then you would list your child’s trust as 
your beneficiary. In either case, it is a good idea to consult with an attorney first to make sure you’re not unintentionally 
jeopardizing your child’s inheritance. 

When to update your beneficiary 

You should update your beneficiary designations any time you have a major life event, such as marriage, divorce, 
separation, a death in the family or the birth or adoption of a child. Of course, it can be difficult to remember to update 
paperwork amid major life events. For that reason, it is a good idea to make reviewing your 401(k) beneficiaries 
something you do annually. 

If you do need to update your beneficiary, it will likely take only a few minutes. Most plan custodians allow you to 
change your beneficiary online in just a few minutes or print out the paperwork necessary to do so. If you cannot find 
instructions on your plan’s website, check with the benefits department at your workplace to get the beneficiary 
designation form and a spousal waiver (if needed). 

https://www.magnifymoney.com/blog/investing/what-is-a-trust/
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