
WHY ARE PROPER ACCOUNT TITLING 
AND BENEFICIARY DESIGNATIONS SO 
IMPORTANT?

Everyone should  have a  p lan for their esta te, but wills and  trusts a re not the only pa rts 
nec essary to make sure your assets a re d istributed  ac c ord ing to your wishes. Though 
often overlooked , benefic ia ry designa tions and  ac c ount titling  a re c ruc ia l to 
suc c essful esta te p lanning. If you do not pay a ttention to these elements, you may 
unwitting ly undermine the esta te p lan estab lished  by your will and  trusts. In order to 
avoid  suc h need less errors, it is help ful to understand  the use of benefic ia ry 
designa tions and  the va rious ac c ount titling  options ava ilab le so you c an p ic k the 
ones tha t work best with your p lan. When p roperly c oord ina ted , you c an help  
minimize esta te c omp lexity and  ensure tha t your assets pass on to the next 
genera tion in the way you intended .

What is a Benefic iary 
Designation?

A benefic ia ry designa tion is an 

ac c ompaniment to an ac c ount tha t instruc ts 

a  named person to inherent the assets in the 

ac c ount. This is done through filling  out a  form 

where you identify the person or persons you 

would  like as benefic ia ries and  wha t 

perc entage of the assets you would  like 

d istributed  to eac h. If a  benefic ia ry d ies 

before or with the ac c ount holder, their share 

is elimina ted  and  d ivided  eq ua lly among the 

rema ining benefic ia ries. You c an, and  should , 
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a lso name a  c ontingent benefic ia ry. This person is a  

bac k-up  p lan of sorts who will inherit the assets in the event 

the p rimary benefic ia ry d ies or refuses the p roperty. 

Benefic ia ry designa tions a re req uired  on c erta in important 

ac c ounts, referred  to as ?true benefic ia ry designa tion 

assets.? These assets inc lude life insuranc e, q ua lified  

emp loyee benefit p lans (suc h as 401k p lans and  403b  

p lans), IRAs and  annuities. Benefic ia ry designa tions override 

your will, so having the benefic ia ries on these ac c ounts 

matc h the rest of your esta te p lan is c ritic a l to having the 

p lan work the way you want.

Why Ac c ount Titling?

An ac c ount?s title is lega lly signific ant and  c an a lso 

supersede your esta te p lan.

Here a re the most c ommon ac c ount titles and  their lega l 

imp lic a tions. 

1. Payable on Death (POD)/ Transfer on 

Death (TOD)

Payab le on dea th/ transfer on dea th a re designa tions tha t 

refer to an ac c ount where a  benefic ia ry is added  without 

one being req uired , henc e why it is sometimes c a lled  a  

Designa ted  Benefic ia ry title. It func tions the same way as a  

benefic ia ry designa tion; onc e appropria te paperwork is 

c omp leted , the assets will be transferred  automatic a lly to 

the benefic ia ries upon the ac c ount holder?s dea th without 

going through p roba te, supersed ing any instruc tions in the 

dec eased?s will. POD may be a  good  c hoic e to c onsider if 

you have no heirs and  wish to simp ly identify benefic ia ries. 

With this titling , you ma inta in c omp lete c ontrol of your assets 

during  your lifetime. The named benefic ia ries have no 

ac c ess to or c ontrol over the assets while you a re a live. 

2. Individual Ac c ounts

As the name suggests, an ind ividua l ac c ount is owned  by 

one person or entity. This c hoic e is the simp lest way to 

assure tha t your assets a re d istributed  ac c ord ing to your 

wishes, as hold ings titled  in your name will pass following 

your esta te p lan so long as you don?t have a  spec ific  

benefic ia ry designa ted - as noted  above. The assets from an 

ind ividua l ac c ount will be added  to the tota l esta te, sub jec t 

to p roba te and  taxed  a t the p reva iling  esta te tax ra te in the 

year of the owner?s demise.

3. Joint Tenants with Rights of Survivorship 

(JTWROS or JT TEN)

Many peop le, suc h as married  c oup les, would  like more 

than one person to have ownership  over an ac c ount. In this 

c ase, a  JTWROS title is the most c ommon and  stra ight 

forward  option, a llowing multip le peop le to be named 

holders of the ac c ount. With this title, the ac c ount will pass 

d irec tly to the surviving  ac c ount holder when the first 

ac c ount holder d ies. While JTWROS seems like an easy 

c hoic e, there a re a  few c onsidera tions you should  review 

below before c hoosing this type of title.

Joint Tenants is Easy for Non-taxable Estates

JTWROS ac c ounts a re best for a  simp le esta te tha t does not 

req uire advanc ed  p lanning nor exc eeds p reva iling  esta te 

tax thresholds. The b iggest benefit is tha t assets c an 

automatic a lly and  immed ia tely pass to your heir if they a re 

a  jo int holder. Add itiona lly, a  responsib le jo int holder c an 

take over your a ffa irs if you bec ome inc apac ita ted  or 

impa ired . This helps avoid  a  lot of tec hnic a l fuss in wha t 

otherwise might be emotiona lly d iffic ult situa tions.

Joint Tenants Titling Will Supersede a Will

The downside to JTWROS is tha t the ac c ount will not pass 

ac c ord ing to the dec eased?s will and  therefore it should  

ra rely be used  if you have signific ant assets. Property is 

shared  eq ua lly among holders, so when one d ies, the jo int 

An ac c ount will not pass ac c ord ing 

to the dec edent's will w ith jo int tenants 

titling  on the ac c ount. 



tenant inherits the other 50% of the p roperty. The 

dec eased?s ha lf is still c onsidered  part of the esta te and  is a  

?g ift? to the survivor. Conseq uently, the dec eased  tenant?s 

family loses the p roperty as it passes to the surviving  jo int 

tenant. 

Using a Child for Safety and Easy May be a 

Completed Gift

These same issues exist when you c rea te a  JTWROS with a  

non-spouse, c rea ting  a  potentia lly taxab le g ift. For examp le, 

if you designa te a  son or daughter as a  jo int tenant on a  

bank ac c ount or other p roperty, you will have immed ia tely 

g iven them a  g ift of one-ha lf the va lue of the p roperty. 

Further, if you have two c hild ren and  name one as a  jo int 

tenant for c onvenienc e, then only the c hild  on the ac c ount 

inherits the p roperty, no matter wha t your will says.

Adding a Joint Tenant Passes on Cost Basis

Everyone who is JTWROS on an ac c ount or p roperty shares 

the same c ost basis of the p roperty. This holds even if jo int 

tenants a re added  to a  p reviously ind ividua l ac c ount; the 

added  tenants get the c ost basis of the orig ina l va lue of any 

physic a l assets when the ind ividua l c rea ted  the ac c ount. 

When a  jo int tenant d ies their share of the asset gets a  step  

up  in orig ina l c ost basis, meaning the rema ining tenants do 

not have to pay taxes on any asset g rowth tha t happened  

before the tenant d ied . However, the c ost basis for the 

rema ining tenants does not c hange. If the asset is then sold , 

the c omb ined  c ost basis is used  to determine if there is any 

c ap ita l ga in. 

4. Tenants in Common

Tenants in Common is perhaps a  better title c hoic e for 

shared  ac c ounts with more signific ant assets tha t will be 

sub jec t to a  will. Unlike JTWROS, while a ll the ac c ount 

holders a re a live, eac h holder owns a  pa rt of the ac c ount 

p roportiona l to the amount they c ontributed  or were g iven. 

When one of the ac c ount holders d ies, their ownership  will 

pass to whomever they spec ified  in their will, while the 

rema ining portion stays with the surviving  owners. In this way, 

Tenants in Common ensures tha t assets may be shared  but 

a re passed  ac c ord ing to eac h owner?s esta te p lan.

5. Convenienc e Ac c ount

This is another form of jo int titling  but only for c onvenienc e 

reasons. In d irec t response to the p rob lems from naming a  

c hild  or trusted  person in JTWROS, a  Convenienc e Ac c ount 

lets you have multip le holders on an ac c ount for your 

c onvenienc e without g iving  the added  holders any 

ownership  over the assets. Add itiona lly, there a re no rights of 

survivorship , so the ac c ount will transfer ac c ord ing to your 

will. As a  result, the c onvenienc e ac c ount is a  good  c hoic e 

when you want the sec urity of another trusted  person 

having ac c ess to your ac c ount, but do not want to g rant 

them ownership  or inheritanc e p rivileges. Convenienc e 

ac c ounts a re only ava ilab le in sta tes tha t have adopted  the 

Uniform Multip le-Person Ac c ounts Ac t leg isla tion, so c hec k 

to make sure your sta te offers this title.

 Proper ac c ount titling  and  benefic ia ry 

designa tions help  ensure your assets pass to your 

heirs in the way in whic h you intended .
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What to Remember:

- Proper titling  assures assets go 

where you intend

- Titles and  benefic ia ries supersede 

anything in your will

- Naming a  benefic ia ry helps avoid  

p roba te

- Review and  upda te a ll a t ma jor 

life events



Susie jo ined  Summit Plac e in 2018 from Glenmede Trust where she worked  extensively with the 

upc oming genera tions of suc c essful families. She sta rted  her c a reer in ac c ounting  where she spent 

severa l years with Deloitte & Touc he working on ind ividua l and  family business tax p repara tion and  

management. Susie was d rawn to Summit Plac e by our multi-genera tiona l family rela tionships and  

spec ific a lly our c ommitment to a  selec t number of c lients to ensure our advisors c an p rovide 

regula r p roac tive advic e and  expertise on a ll aspec ts of their c lients? wea lth. Susie enjoys help ing 

c lients to develop  and  imp lement financ ia l p lans and  c ollabora ting  with her c olleagues and  outside advisors to offer the 

best advic e and  solutions no matter where younger genera tions a re in life.  

Susie ea rned  her BS deg ree in Ac c ounting , with a  minor in Financ e, from Fa irleigh Dic kinson University. She c omp leted  her 

MBA with a  c onc entra tion in Financ e a t Centenary University.  In 2022, Susie ea rned  her CERTIFIED FINANCIAL PLANNER ?  

c ertific a tion.

Susie is a  member of the Financ ia l Planning Assoc ia tion (FPA), The Esta te Planning Counc il of Northern NJ (EPCNNJ) and  the 

Women?s Assoc ia tion.  

Life c hanges, so keep ing your benefic ia ry forms and  titles up  to da te is important for a  
suc c essful esta te p lan. We rec ommend  tha t you req uest a  c opy of your orig ina l 
ac c ount ag reements and  benefic ia ry designa tions from every financ ia l institution 
where you have ac c ounts to ensure tha t the ac c ount titles and  benefic ia ry 
designa tions a re c onsistent with your esta te p lan.

It is a lso a  good  idea  to keep  a  file c onta ining  c op ies of a ll your benefic ia ry 
designa tion forms. You should  review this file a t least every 5 years and  a t any ma jor 
life event suc h as a  b irth, dea th, marriage, or d ivorc e. Consider setting  up  a  reminder 
for yourself to stay on top  of your benefic ia ry designa tions and  ensure they reflec t 
your c urrent wishes.

Assunta (Susie) Mc Lane, CFP® |  Wealth Management Advisor

908-517-5884  | Assunta .Mc Lane@summitp lac efinanc ia l.c om

© 2017 SUMMIT PLACE FINANCIAL ADVISORS    3

FOLLOW US: 

Please remember tha t past performanc e may not be ind ic a tive of future results. Different types of investments 
involve va rying deg rees of risk, and  there c an be no assuranc e tha t the future performanc e of any spec ific  
investment, investment stra tegy, or p roduc t (inc lud ing the investments and / or investment stra teg ies 
rec ommended  or undertaken by Summit Plac e Financ ia l Advisors, LLC (?SPFA?), or any non-investment rela ted  
c ontent, made referenc e to d irec tly or ind irec tly in this newsletter will be p rofitab le, eq ua l any c orrespond ing 
ind ic a ted  historic a l performanc e level(s), be suitab le for your portfo lio or ind ividua l situa tion, or p rove suc c essful. 
Due to va rious fac tors, inc lud ing c hang ing market c ond itions and / or app lic ab le laws, the c ontent may no longer 
be reflec tive of c urrent op inions or positions. Moreover, you should  not assume tha t any d isc ussion or information 
c onta ined  in this newsletter serves as the rec eipt of, or as a  substitute for, persona lized  investment advic e from 
SPFA. To the extent tha t a  reader has any q uestions regard ing the app lic ab ility of any spec ific  issue d isc ussed  
above to his/ her ind ividua l situa tion, he/ she is enc ouraged  to c onsult with the p rofessiona l advisor of his/ her 
c hoosing. SPFA is neither a  law firm nor a  c ertified  pub lic  ac c ounting  firm and  no portion of the newsletter 
c ontent should  be c onstrued  as lega l or ac c ounting  advic e. A c opy of the SPFA?s c urrent written d isc losure 
Broc hure d isc ussing our advisory servic es and  fees is ava ilab le upon req uest. Please Note: If you a re a  SPFA c lient, 
p lease remember to c ontac t SPFA, in writing , if there a re any c hanges in your persona l/ financ ia l situa tion or 
investment ob jec tives for the purpose of reviewing/ eva lua ting / revising  our p revious rec ommendations and / or 
servic es, or if you would  like to impose, add , or to mod ify any reasonab le restric tions to our investment advisory 
servic es. SPFA sha ll c ontinue to rely on the ac c urac y of information tha t you have p rovided .

18 BANK STREET -  SUITE 202 -  SUMMIT, NJ 07901 -  908.517.5880 -  advisors@summitplac efinanc ia l.c om
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