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The Four Forms of Co-Ownership

 hether you are just starting 
 your career, in your peak 
earning years, or enjoying retirement, 
your insurance protection needs may 
change over time. Life cycle planning 
helps identify insurance needs that are 
common to particular stages of life. 
This can help individuals and families 
to examine their insurance require-
ments in order to make future plans. 

Starting Out 
Between the ages of 25 and 35,  

many people are just starting out in 

life—getting married, establishing fami-
lies, and building careers. During these 
years, the death of the primary bread-
winner, or one partner in a dual-income 
couple, could seriously jeopardize a sur- 
viving spouse’s or family’s financial future. 
Young couples probably have not had 
time to accumulate significant assets. For 
those in this age group, life insurance can 
be used to help create an “instant estate.” 
In the event of an unexpected death, a 
life insurance policy death benefit can 
provide funds to help cover a mortgage, 
pay for a child’s college education, or 
maintain the family’s standard of living. 

 wning property with another  
 individual or partner may cre-
ate a complicated relationship. Due to 
the complexity of the situation, the way 
in which you take title or ownership 
must be determined in advance. Consult- 
ing with your legal professional can help 
you establish the form of ownership 
in such a way that will benefit you and 
your future heirs. The four forms of co-
ownership, one of which will likely be 
better suited to your circumstances, are 
as follows:

Tenancy in common. This is a form 
of co-ownership often used between 

unrelated individuals. Tenants in com-
mon may own unequal shares of prop-
erty. For example, one person could own 
a one-fourth interest and another could 
own a three-fourths interest as tenants in 
common. If the shares of the co-owners 
are not specifically designated, they are 
presumed to be equal or proportionate.

Tenants in common are said to hold 
“undivided” interests with the other 
co-owners. This means each co-owner 
owns a proportionate interest in the en-
tire property. So, if two people are equal 
tenants in common to a parcel of land, it 
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is inaccurate to identify one 
as owning the west half and 
the other as owning the east 
half. Rather, both co-owners 
own a one-half interest in 
the entire parcel.

Joint ownership. This 
specific type of co-ownership 
has unique legal character-
istics. Unlike a tenancy in 
common, where co-owners 
may possess unequal interests, 
the legal interest of each 
joint owner is equal to the 
interest of every other joint 
owner. If there are three joint 
owners, each owns an equal, 
undivided, one-third interest 
in the entire property. How-
ever, this proportionality 
does not necessarily apply 
to the tax consequences of 
joint ownership.

The most important legal 
component of a joint owner- 
ship is the right of survivor- 
ship, which means that when 
a joint owner dies, the surviv- 
ing joint owners automati-
cally succeed in ownership 
of the deceased joint owner’s 
interest in the property. For 

example, if there are two joint 
owners and one of them 
passes away, the surviving 
joint owner automatically 
owns the entire property. If 
there are three joint owners 
and one of them passes away, 
each of the two surviving 
joint owners automatically 
becomes one-half owner of 
the entire property. The sur-
vivorship rights of a joint 
owner take precedence over 
the claims of the deceased 
joint owner’s creditors. This 
form of ownership may be 
common among married 
couples.

Tenancy by the entirety. 
This form of co-ownership 
is recognized by many states 
as a variation of joint own-
ership that applies only to 
spouses. A tenancy by the 
entirety generally has the 
same legal characteristics of 
a joint ownership with a few 
additional features. Normal-
ly, the protection against 
the claims of creditors that 
applies to joint tenancies at 
the death of a joint tenant 

is also available against the 
lifetime creditors of the ten-
ant by the entirety.

Community property 
applies to married couples 
who own property in any 
of the following nine states, 
which are sometimes re-
ferred to as community 
property states: Arizona, 
California, Idaho, Louisiana, 
Nevada, New Mexico, Tex-
as, Washington, and Wis-
consin. Regardless of whose 
name is on any ownership 
papers, such as a deed, any 
property accumulated dur-
ing the marriage is “owned” 
by both parties. This in-
cludes cash, real estate, and 
any other acquired assets.

Remember, splitting 
property, for any reason, 
can be a difficult task. 
Therefore, the decision to 
purchase property with an-
other party requires careful 
consideration. Consult your 
legal and tax professionals 
for the most suitable course 
of action to take. $

 hen preparing for 
  your retirement, 
think about how much in- 
come you may need each 
year to accommodate your 
desired lifestyle. To help 
maintain your living stan-
dard, you may need to save 
enough money to supplement 
other sources of retirement 
income, such as a company 
pension and/or Social Se-
curity. It is also important 
to be aware of how your age 
factors into your retirement 
decisions. Here are some 

W important age milestones to 
consider:

Age 55. If you take an 
early retirement, quit, or 
are otherwise terminated 
from employment, you can 
generally withdraw money 
from 401(k), 403(b), SEP 
(Simplified Employee Pen-
sion), and profit-sharing 
plans without being subject 
to a 10% Federal income 
tax penalty for early with-
drawals. In order to meet 
the qualifications (as speci-
fied in IRS Publication 575), 

you must reach age 55 by  
December 31st of the year 
you leave the workforce; 
money must stay in and 
come from your employer’s 
plan, and cannot be trans-
ferred to an Individual 
Retirement Account (IRA); 
early withdrawals are sub-
ject to the plan’s provisions; 
and only money from your 
last employer’s plan will 
qualify (not funds from 
previous employers). You 
may take early distributions 
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The Peak Earning Years
Between the ages of 35 

and 55, a family’s assets may 
increase, therefore changing 
their life insurance needs. At 
this point, individuals own-
ing term policies may want 
to convert to permanent 
insurance, which offers the 
potential for tax-deferred 
cash accumulation. The cash 
value can be accessed through 
a policy loan, free of taxes or 
penalties up to the amount 
paid into the policy. The 
loan interest rate generally 
is comparable to traditional 
lending rates. However, it is 
important to note that poli-
cy loans and/or withdrawals 
will reduce the cash surren-
der value and may reduce the 
policy’s death benefit. Taking 
a policy loan could have 
adverse tax consequences if 
the policy terminates before 
the insured’s death.

Another concern during 
this period is protecting 
your ability to earn income. 
According to the Life and 
Health Insurance Foundation 
for Education (LIFE, 2011), 
before the age of 65, roughly 
one in three women and one 
in four men will sustain a dis- 
ability that lasts three months 
or longer. Further, nearly one 
in seven Americans will be 
disabled for five or more 
years before retirement. 
Since even one year of dis-
ability could easily wipe out 
many years of savings, you 
may want to consider indi- 
vidual disability income 
insurance. This type of in-
surance provides a benefit 
to replace a percentage of 
the insured’s income, in the 
event of a qualifying disability.

To address disability 
concerns, some life insurance 

policies offer a rider called a 
waiver of premium, usually 
available at an additional 
cost. With this additional 
coverage, if the insured be-
comes disabled, the insurer 
picks up the cost of the pre-
miums with no repayment 
required, and the insured’s 
life insurance coverage is 
not affected.

Nearing Retirement
As retirement approach-

es, you may want to prepare 
strategies to minimize 
potential estate taxes. Life 
insurance offers a practical 
and affordable means of cre-
ating liquidity at death to 
help pay estate taxes. One 
approach is to establish an 
irrevocable life insurance 
trust (ILIT). When proper-
ly executed, the trust is used 
to purchase a life insurance 
policy in an amount at least 
equal to the projected estate 
taxes. The policy premiums 
are paid with gifts from the 
insured to the trust. At the 
insured’s death, the trust pro- 
vides tax-free funds to help 
cover the estate tax liability. 
To be involved in the estate 
planning process, you would 
need to work with an estate 
planning team, including 
tax and legal professionals.

The Retirement Years
Upon retirement, 

new concerns may arise. 
Personal assets that have 
taken years to accumulate 
could be quickly depleted 
should an individual require 
long-term care in a skilled 
nursing home facility. Most 
people are unaware of the 

actual costs associated with 
long-term care. According 
to the most recent survey of 
Americans age 45 and older 
conducted by the American 
Association of Retired Per-
sons (AARP), only 8% of 
respondents could estimate 
the cost of a nursing home 
stay within 20% of the na-
tional average; 17% did not 
know the cost; and 63% 
thought it would cost less 
than the national average: 
$75,192 per year (or more 
depending on certain geo-
graphic locations). 

Although Medicare 
generally begins at age 65, 
it does not cover extended 
long-term care services. 
Medicaid is the govern-
ment program designed to 
help those in financial need. 
However, individuals must 
“spend down” their personal 
assets and meet the Federal 
poverty guidelines before 
qualifying for nursing home 
care under Medicaid.

Long-term care insur-
ance (LTCI), if previously 
purchased, may help cover 
extended care expenses, 
including at-home, assisted 
living facility, or nursing 
home care. Long-term care 
insurance may also help 
preserve assets, while easing 
the financial and caregiving 
burden on family members. 

Back to the Future 
An appropriate insur-

ance protection plan can 
help you and your family 
throughout life’s key stages. 
By understanding the con-
cerns that are common at 
each life stage, you may be 
in a better position to antici-
pate future needs. $ 
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from a traditional IRA with-
out penalty, provided you 
receive “substantially equal 
periodic payments.” Since 
certain rules govern this 
provision, be sure to consult 
a qualified tax professional 
beforehand. 

Age 59½. Generally, 
you can withdraw money 
from traditional IRAs and 
qualified retirement plans 
after the age of 59½ with-
out being subject to the 
10% tax penalty, if plan-
specific qualifications are 
met. Ordinary income tax 
will be due if your contribu-
tions were tax deductible. 
No income tax or penalty 
will apply to distributions 
from a Roth IRA, provided 
you have reached age 59½ 
and have owned the ac-
count for at least five years.

Age 60. Widows and 
widowers may be eligible 
for Social Security benefits.  
For the most up-to-date 
information, visit the Social 
Security Administration’s 
website at www.ssa.gov.

Age 62. Some compa-
nies may allow retirement 
at 62 with full pension plan 
benefits. This is also the 
earliest age for receiving 
Social Security benefits, but 
the benefit amount will be 
permanently reduced. 

Ages 62–64. For  
those who are working and 
collecting Social Security  
benefits while under full 

retirement age—the age at 
which an individual is eli-
gible to receive full Social 
Security benefits—the earn-
ings threshold is $14,640 
for 2012. One dollar in 
benefits is withheld for ev-
ery $2 earned above that 
amount. A portion of bene-
fits may also be taxed as 
income based on a complex 
formula, including wages 
and tax-exempt income.

Age 65. Many company 
pension plans provide full 
benefits at this age. Howev-
er, the age may vary by the 
company plan. Medicare 
eligibility also generally be-
gins at age 65. 

Ages 65–67 (or the 
year in which full retire-
ment age is attained). Tra-
ditionally, full retirement 
age was 65. However, for 
those born between 1938 
and 1959, full retirement 
age is rising incrementally, 

and for those born in 1960 
and later, the age for receiv-
ing full benefits is 67. The 
lower earnings threshold 
amount still applies for 
years prior to full retirement 
age, and a second earnings 
threshold rule applies for 
the year in which full retire-
ment age is attained. 

For those who are work-
ing and receiving Social 
Security benefits, there is 
a benefit give-back of $1 
for every $3 over $38,880 
in 2012 earned in months 
prior to attainment. Once 
full retirement age is attained, 
the earnings threshold no 
longer applies, and a portion 
of benefits may be taxed as 
income based on a complex 
formula, including wages 
and tax-exempt income.

Age 70½. Required mini- 
mum distributions (RMDs) 
from qualified retirement 
plans, such as a 401(k) or 
IRA, must generally begin 
by April 1st of the calendar 
year following the year in 
which you reach age 70½. 
Roth IRAs, however, are not 
subject to the age 70½ man-
datory distribution rules.

You have worked many 
decades to accumulate as-
sets in preparation to enjoy 
your “golden years.”  Be sure 
to consult with qualified tax 
and financial professionals 
to help you stay on track  
to achieving your retire-
ment goals. $
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