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How to Divide an Inheritance Equally 
Minimize the need to decide taxes and transaction costs for all beneficiaries 

Nothing ignites family arguments like inheritance. If 

you plan to leave money to more than a few 

beneficiaries, for the sake of peace and your own 

emotional legacy, know how to divide the proceeds 

fairly. 

First, you can divide your estate among however 

many heirs you want: three, seven, 11 or 13 and so 

on. Here are best practices for how to divide your 

wealth. 

Beware of Taxes  

Dividing an estate doesn’t need to trigger taxes. Don’t 

try to be the financial advisor of each beneficiary 

when you divvy the estate. Afterward, each 

beneficiary can decide financial and tax moves based 

on individual circumstances. 

For example, let‘s say Jim, Susan and David become 

heirs of a taxable account of stocks, bonds and 

mutual funds. The account includes: 

• 351.362 shares of XYZ mutual fund at $36.34 

per share, worth about $12,768.49 

• 2,000 shares of ABC stock at $100 a share, 

worth about $200,000 (this holding comprises 

two trade lots of 1,000 shares each and each 

trade lot has a different cost basis, or original 

price) 

• $85,000 face value of CorpCorp bond at $97 

par value, about $82,450 (traded in $5,000 

face value units) 

• $100,000 face value of MuniMuni bond at 

$102 par value, about $102,000 (also traded 

in $5,000 face value units) 

• $5,236.45 in cash 

The total account value is $402,454.94, making each 

heir’s share $134,151.64 with two pennies left over. 

To Divide the Account Evenly  

The 351.362 shares of XYZ can be divided into three 

equal portions of 117.12 shares, leaving 0.002 shares 

left over. Jim and Susan receive 117.121 shares and 

David 117.12 shares, plus 0.001 times the closing 

valuation of XYZ on the day of transfer. This probably 

results in David receiving about four cents in lieu of 

missing out on 0.001 of a share. 

The ABC stock comprises two trade lots: 1,000 

shares purchased one year ago at $80 a share, and 

1,000 shares purchased six months ago at $105 per 

share. Both positions divide equally into three 333-

share portions, leaving just two shares to be divided, 

each with a face value of $100. 

If all three heirs are in the 15% capital gains tax 

bracket, the value of each share is the closing 

valuation on the day of transfer adjusted for 15% 
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capital gains taxes. In large estates with many assets 

to distribute, divide leftover shares as evenly as 

possible to minimize the difference between capital 

gains that heirs incur. 

Note that taxable assets usually receive a stepped-up 

basis, meaning that the asset resets to its fair market 

value at the date of the holder’s death. Often, 

however, half an estate’s assets will go into a marital 

trust when the first spouse in an estate-holding couple 

dies. 

When the second spouse dies, the entire estate is 

settled. But assets in the marital trust might have 

received a step-up in basis years earlier. In that case, 

potential differences in capital gains do apply when 

planning. 

You can divide the $85,000 face value of CorpCorp 

equally only into 17 units each worth $5,000 in face 

value. In our example, each heir receives five $5,000 

units, with two $5,000 units left over. Whoever doesn’t 

receive a unit receives the equivalent in cash instead. 

The $100,000 face value of MuniMuni divides equally 

only into 20 units each worth $5,000 in face value. 

Each heir therefore gets six $5,000 units with, again, 

two left over. Also again, whoever doesn’t receive a 

unit receives the equivalent in cash instead. 

(These examples assume no significant tax 

considerations on either bond. One recommendation 

is to vary who receives the cash.) 

Common Questions  

Why not just sell everything and split the money? Tax 

consequences to one or more heirs, illiquidity in one 

or more assets and the custodian fees to sell are all 

considerations to immediately selling and splitting. 

What if two heirs want to sell an asset before dividing 

the money equally? Jim and Susan both wanting to 

sell the CorpCorp bonds doesn’t need to affect David. 

Of the 17 units of CorpCorp, you can sell 12 units and 

agree to split the proceeds. Jim and Susan each 

receive 47.22% of the proceeds and David 5.56%, 

plus the five unsold units. 

Dividing your estate this way minimizes your need to 

decide on behalf of all beneficiaries what to sell and 

how and what transaction costs and taxes to incur. 
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Disclosures: Litchfield Financial provides investment advisory services through Claro Advisors LLC (“Claro”) a registered 
investment advisor. Claro Advisors LLC ("Claro") is a Registered Investment Advisor with the U.S. Securities and Exchange 
Commission ("SEC") based in the Commonwealth of Massachusetts. Registration of an Investment Advisor does not 
imply any specific level of skill or training. Information contained herein is for educational purposes only and is not to be 
considered investment advice. Claro provides individualized advice only after obtaining all necessary background 
information from a client. This report is not a financial plan and is not intended as a solicitation or advice to purchase 
specific investments, but the information provided can assist you in evaluating your current financial situation and 
your ability to achieve your investment goals. Any projection of investment outcomes is hypothetical in nature, does 
not reflect actual investment results, and is not a guarantee of future results. Similarly, other information regarding 
various investment outcomes are hypothetical in nature, do not reflect actual results and are not guarantees of future 
results. The projections may not include all taxes applicable to your situation. Past performance is no assurance of future 
results. Investments may fluctuate and lose value, and unexpected market movements may result in changes in rates of 
return and anticipated performance. Claro does not provide legal or tax advice. The information herein is general in nature 
and should not be considered legal or tax advice. Consult an attorney or tax professional regarding your specific situation. 
Claro will provide all prospective clients with a copy of our current Form ADV, Part 2A ("Disclosure Brochure") prior to 
commencing an Advisory relationship. Please contact compliance@claroadvisors.com or toll free at 800-604-2838 with any 
questions.

*The Five Star Wealth Manager award, administered by Crescendo Business Services, LLC (dba Five Star Professional), is based on 10 
objective criteria. Eligibility criteria – required: 1. Credentialed as a registered investment adviser or a registered investment adviser 
representative; 2. Actively licensed as a registered investment adviser or as a principal of a registered investment adviser firm for a 
minimum of 5 years; 3. Favorable regulatory and complaint history review (As defined by Five Star Professional, the wealth manager has 
not; A. Been subject to a regulatory action that resulted in a license being suspended or revoked, or payment of a fine; B. Had more than 
a total of three settled or pending complaints filed against them and/or a total of five settled, pending, dismissed or denied 
complaints with any regulatory authority or Five Star Professional’s consumer complaint process. Unfavorable feedback may have been 
discovered through a check of complaints registered with a regulatory authority or complaints registered through Five Star 
Professional’s consumer complaint process; feedback may not be representative of any one clients’ experience; C. Individually 
contributed to a financial settlement of a customer complaint; D. Filed for personal bankruptcy within the past 11 years; E. Been 
terminated from a financial services firm within the past 11 years; F. Been convicted of a felony); 4. Fulfilled their firm review based 
on internal standards; 5. Accepting new clients. Evaluation criteria – considered: 6. One-year client retention rate; 7. Five-year client 
retention rate; 8. Non-institutional discretionary and/or non-discretionary client assets administered; 9. Number of client households 
served; 10. Education and professional designations. Wealth managers do not pay a fee to be considered or placed on the final list of 
Five Star Wealth Managers. Award does not evaluate quality of services provided to clients. Once awarded, wealth managers may 
purchase additional profile ad space or promotional products. The Five Star award is not indicative of the wealth manager ’s future 
performance. Wealth managers may or may not use discretion in their practice and therefore may not manage their clients’ assets. The 
inclusion of a wealth manager on the Five Star Wealth Manager list should not be construed as an endorsement of the wealth manager 
by Five Star Professional or this publication. Working with a Five Star Wealth Manager or any wealth manager is no guarantee as to future 
investment success, nor is there any guarantee that the selected wealth managers will be awarded this accomplishment by Five Star 
Professional in the future. For more information on the Five Star award and the research/selection methodology, go to 
fivestarprofessional.com. 3,580 Boston wealth managers were considered for the award; 463 (13% of candidates) were named 2020 
Five Star Wealth Managers. 2019: 3,619 considered, 566 winners; 2018: 2,819 considered, 532 winners; 2017: 2,467 considered, 
623 winners; 2016: 2,530 considered, 632 winners; 2015: 3,542 considered, 801 winners; 2014: 1,707 considered, 655 winners; 
2013: 2,362 considered, 713 winners; 2012: 2,591 considered, 454 winners.

*The Top 100 in Finance award is designated by the Top 100 Magazine. The Top 100 Magazine utilizes proprietary software, which 
employs an algorithm to search a variety of online resources for industry-specific terms and key words. These resources include social 
media, blog posts, peer reviews, and Google indices. Once the software has compiled a preliminary list of qualified candidates, the Top 
100 Magazine performs a manual analysis to verify top results and make final selection. The selection criteria is based on who are 
financial advisors or wealth managers, which meets the following criteria: 1. Registered with the SEC as a registered investment adviser or a 
registered investment adviser representative; 2. Not more than 1 filed complaint and never been convicted of a felony. Once 
selected, the Top 100 Magazine sends approximately 140 invites for the magazine, where final section is on a first come first serve 
basis. Those selected for the Top 100 Magazine may purchase additional profile ad space or promotional products, but do not make any 
initial or additional fees for the award. The Top 100 Magazine selection is not indicative of the wealth manager ’s future performance 
or an endorsement by the magazine. Working with a Top 100 Magazine advisor or wealth manager is no guarantee as to future 
investment success, nor is there any guarantee that the selected wealth managers will be awarded this accomplishment in the future. 
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