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Payable on Death (POD) Accounts and U.S. 

Savings Bonds 
What is it? 

A bank account can be designated as payable on death to someone of your choice. The bank pays these funds 
to this person immediately at your death and the funds will not be subject to probate. If you don't make this 
designation, the bank account is subject to probate (unless the account were jointly owned or otherwise passed 
outside of probate), which would delay the distribution of the funds. 

Lisa saves a percentage of the profits from her dress shop in a bank account that she uses to help her favorite 
niece, Tammy. Lisa, in poor health, wants to make sure that Tammy will have the money necessary to pay her 
tuition over the next three years. Lisa fills out the appropriate forms at her bank to make the account payable on 
death to Tammy. Lisa passes away one month before Tammy's tuition check is due. Tammy is able to go to the 
bank and, after presenting proof of identification and a copy of Lisa's death certificate, collect the balance of the 
funds in the account and pay her tuition. 

The Payable on Death (POD) designation is very simple to make on your account and is very flexible. You can 
change the designation until your death, and the individual you designate has no right to the money until your 
death. A POD designation can also be used with U.S. savings bonds. For example, Series EE savings bonds 
(which may also be called Patriot bonds) can be designated as redeemable by someone else on your death. 
The intended recipient will own the bonds immediately at your death, as long as he or she outlives you. 
Otherwise, these bonds would be subject to probate. 

Adam wants to leave more of his estate to his son Rob than to his son Gary but doesn't want Gary to find out 
because Gary has something of a temper. Over time, Adam purchases $200,000 in EE U.S. savings bonds, 
designates Rob as the beneficiary, and tells Rob of his plans. These savings bonds are not mentioned in 
Adam's will or by the probate court because they pass automatically to Rob without probate. 

Some types of POD accounts are not recognized in all states. 

When can it be used? 

Can only be used to transfer funds in the POD bank account, or U.S. savings bonds, at death 

Although referred to as a will substitute, a POD bank account can only be used to transfer funds on deposit in 
that bank account, and U.S. savings bonds can only be used to transfer those savings bonds outside of probate. 

Strengths 

Can help you avoid or minimize the expense of probate 

Probate can be expensive, and the largest expense is generally the attorney's fees. These fees can be 
especially expensive if set as a percentage of the gross probate estate. If you could avoid probate for certain 
assets with a POD account or U.S. savings bonds, your estate would avoid these fees. 

In actuality, a POD account can pass the funds in the account at your death, whereas U.S. savings bonds only 
let you transfer appropriately designated bonds, which will generally represent only a very limited portion of your 
estate. 

Minimizes delays in the transfer of property 

Probate takes an average of 12 months and may last for several years. Transferring funds automatically by 
holding them in a POD account or in U.S. savings bonds provides for a quicker, almost immediate transfer of 
the money. 

Discourages interference with your plans to distribute your property 

Although it seems that anybody can bring a lawsuit, a will is generally much easier to challenge than your 
transfer of money held in a POD account or in U.S. savings bonds. 
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Circumvents some limits on your power to transfer property 

State law may limit your ability to leave property to charity. For example, some states invalidate any bequest to 
charity written within a month of your death, and others won't let you leave more than a certain percentage of 
your property to charity. These laws may not apply to money transferred automatically through a POD account 
or through U.S. savings bonds. 

State law may also force you to leave a certain percentage of your property to your spouse. In some states, 
these laws don't apply to transfers of money through a POD account or U.S. savings bonds. 

You retain access to the account and can revoke it until your death 

You retain the right to use or withdraw funds in the account, to change the terms of the account, to add or 
remove names from the account, or to close a POD account entirely. You retain the right to sell the savings 
bonds, manage them as you wish, or change your choice of recipient until your death. 

Simple and inexpensive to create 

Signing the appropriate forms with the bank and making the necessary deposit are the only steps necessary to 
create a POD account. Registering the savings bonds with the appropriate designation is the only step 
necessary to make the beneficiary designation. 

Tradeoffs 

Does not reduce estate taxes 

Because a POD account (or savings bonds) remain(s) under your control until death, the deposits in your 
account at your death (or the value of the bonds) will be included in your gross estate for estate tax purposes. 

Recipients of the property may not be protected from your creditors 

The probate process requires that all claims against your estate be presented within months of your death, 
preventing delayed claims against your estate and beneficiaries. However, a creditor may, depending on the 
state, be able to bring a claim against the recipient of any property that does not pass through probate for years 
after your death. Check your specific state's law. 

The statute of limitations is a rule that prevents lawsuits that haven't been brought quickly enough. Someone 
can sue you (or your estate, if you are dead) until the statute of limitations for that claim has expired. 

If the statute of limitations for a breach of contract lawsuit is seven years, the Record Club has seven years to 
sue you for failing to buy that seventh cassette. However, if the special short statute of limitations for claims 
against a decedent applies, that property is immune from claims by your creditors after the short statute has run 
(often a year or less), regardless of whether the claim would otherwise be barred by the seven-year statute of 
limitations normally applicable to a breach of contract claim. In many states, the special short statute of 
limitations applies to all claims against a decedent's representative or his estate. However, you should check 
your state law to determine whether the statute applies only to property that has passed through probate. 

How to do it 

Verify that your state doesn't subject POD accounts to probate 

Even though it's offered by your bank, a POD account might be subject to probate under your state's law. Ask 
your bank, attorney, or financial advisor to make sure that the account won't be subject to probate. 

Create account with bank 

Your bank will have information on how to create a POD account at that institution. In some states, the account 
must be created in accordance with specific state laws, or it will be subject to probate. 

Designate beneficiary 

Register U.S. savings bonds to show that a beneficiary takes the bonds on your death. For example, you would 
register bonds as owned by "John Doe, payable on death to Jane Doe." 

Tax considerations 

Income Tax 

Does not shift income or affect income taxes 
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Gift and Estate Tax 

Funds held in a POD account are subject to estate tax. The value of the U.S. savings bonds at the time of your 
death is included in your gross estate for estate tax purposes. 

Questions & Answers 

Do you have to tell someone that you have designated him or her as the recipient of your POD account? 

No. You can name someone as recipient without his or her knowledge if you wish. 

Can you name more than one person as recipient of the POD account? 

Yes, you can name multiple beneficiaries for the account. Just name each on the bank's payable on death form. 

Why are the bonds not subject to probate? 

U.S. savings bonds registered in a beneficiary format are automatically redeemable by the beneficiary on the 
presentation of the original holder's death certificate. Assets that pass by beneficiary designation are generally 
not subject to probate. 

Information presented here has been developed by an independent third party, Broadridge InvestorCommunication Solutions, 
Inc. Commonwealth Financial Network is not responsible for their content anddoes not guarantee their accuracy or 
completeness, and they should not be relied upon as such.


