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401(k) plans, 38, 213
403(b) plans, 213
412(i) plans, 213
457 plans, 213
529 plans, 4–7, 152, 169
2503(b) trust, 151
2503(c) trust (qualified minors trust),

109, 151, 152

A
Accredited Estate Planner (AEP), 240
Accumulated earnings surtax, 206
Adjusted gross estate, 22, 24, 27, 199, 299
Advance healthcare directives, 12, 88, 97
Affidavit

self-proving, 86
of trust (certificate of trust), 115, 116,

118, 122
Aggressive portfolios

Growth Strategy with a Safety Net®,
33, 35, 36

prior to retirement, 50
and rate of return, 57
and risk tolerance, 13
and withdrawal rates, 33, 37, 53

Alabama, life insurance cash value
creditor protection, 214

Alaska, domestic asset protection trusts
(DAPTs), 221, 222

Alternative minimum tax (AMT), 43, 204
American Family Business Institute, xiii
American Opportunity Tax Credit for

Higher Education Expenses, 3
Amortization schedules, 18
Annual gift tax exclusion, 144–146,

150–152, 154, 156–158, 160,
162–164

Annual renewable term insurance, 124.
See also Term life insurance

Annuities
beneficiary designation, 69, 117, 119,

121, 214
disadvantages of, 44
gross rate of return, 49
and living trusts, 119
personal investment compared, 45
private annuity, 163
risk, 45
tax-deferred investments, 37, 44, 45,
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Apolinsky, Harold, xiii, 241
Appraisals, 18, 62, 189, 190, 204. See also

Valuation
Arizona, community property law, 67, 68,

212
Ascertainable standards, 101
Asset protection

business rules and regulations,
importance of following, 233, 234

and business entity selection, 223–233
charging orders, 216, 218
community property issues, 211, 212
corporate veil, piercing, 233, 234
domestic asset protection trusts

(DAPTs), 221, 222
exempt property, state laws, 209, 214
foreign asset protection trusts, 14,

219–222
and fraudulent transfers, 209, 212,

221
healthcare professionals, 234
individual retirement accounts

(IRAs), 213
irrevocable trusts, 214, 215
Legacy Trust, use of, 171
liability insurance, 209, 210
life insurance, 214
limited liability entities, use of,

216–219
and litigious society, xv, 14, 165, 208,

222, 223
and living trusts, 120
married couples, 210–212
multiple entities, use of, 234, 235
need for, 208
as part of estate planning, 14
professionals, 234
and qualified domestic relations

orders (QDROs), 213
retirement plans, 212–214
revocable trust, 215, 216
Section 529 plans, 7
tenancy by the entireties, 212
tenants-in-common with

cross-contingent remainders, 210
and title to property, 210–212

Attorneys
estate planning, 90, 92, 94, 95
fees, 95, 137, 169, 223, 224

Automobiles
transferring title to, 119
will provisions for gifts of, 76

B
Bank accounts

community property, 212
corporations and LLCs, 231, 232
custodial accounts for minors, 149
family limited partnership (FLP), 189,

218
foreign, 219
fraudulent transfers, 209
living trusts, 112, 117, 118

Bank safe deposit boxes, 86, 87, 92
Bankruptcy Act of 2005, 213
Bargain sales, 204
Beneficiaries

annuities, 119, 121
and avoiding probate, 69
dynasty trust, 138
estate as beneficiary, 61
ex-spouse, 96, 113
foreign asset protection trusts, 220
generation-skipping transfers,

159–161
irrevocable life insurance trust, 134,

135, 215
irrevocable trust, 68, 69
Legacy Trust, 166–168, 170, 171
life estate, 68
life insurance, 119, 121, 124, 205, 214
qualified personal residence trust,

156, 157
retirement plans, 41, 42, 119, 121
Section 529 plans, 4–7
taxes as result of bequest, payment of,

78
trusts, 81–84, 86, 102, 108, 109, 111,

136, 137, 151–154
Birth certificates, 18, 92
Births, and need for reviewing will and

estate plan, 95, 96
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Board of directors
liability issues, 218, 219
meetings and minutes, importance of,

231, 233, 234
Boats, transferring to living trust, 119
Bonds

executor/personal representative, 81
taxes, 43
transferring to living trust, 118

Brokerage accounts, 18, 69, 117, 118, 174
Business entity selection, 223–233
Business liability insurance, 209, 210
Business plan, 235, 236
Business statistics, 223, 235
Buy-sell agreements, 203–206

C
C corporations, 204, 206–207, 228–234
California, community property law, 67,

68, 212
Capital gains

appreciated property, 64, 148, 176, 177
and employee stock ownership plans

(ESOPs), 207
gifts during lifetime, tax

consequences to recipient, 12
gifts to 2503(c) trust, 152
gifts to charity, 175–177, 181, 182
long-term, 35
private annuities, 163
and retirement planning, 41, 43–45, 50
sale of home, 113, 157
sale versus gift of stock to charity, 175
tax rates, 2, 3

Career changes and need for reviewing
estate plan, 96

Cash
charitable gifts, 174
and estate planning, 15. See also

Insurance
outright gifts of, 147, 174
will provisions for gifts of, 76

Cash value life insurance, 44–46
Catch-up provisions, 179, 180
Certificate of deposit (CD), 50, 53–54,

56, 180

Certificate of trust (affidavit of trust),
115, 116, 118, 122

Certified Financial Planner® (CFP®),
236, 239

Certified Public Accountant (CPA), 83,
233, 236, 239, 240

Charging orders, 216, 218
Charitable giving

appreciated property, gifts of, 174,
175

cash gifts, 174
charitable lead trust, 176, 181, 182
charitable organizations, 173, 174
charitable remainder annuity trust

(CRAT), 176–179
charitable remainder unitrust

(CRUT), 178–180
charitable trusts, 176–182
outright gifts, 174–176
overview, 173, 174
as part of estate planning, 16
pooled income fund, 180, 181
private foundations, 175, 176, 182–185
property, gifts of, 174
pubic foundations, 175
and retirement planning, 179–181
tax deduction for, 29, 173, 176, 182
testamentary gifts, 176
will provisions, 95

Charitable lead trust, 176, 181, 182
Charitable remainder annuity trust

(CRAT), 176–179
Charitable remainder unitrust (CRUT),

178–180
Chartered Financial Analyst (CFA), 240
Chartered Financial Consultant (CHFC),

133
Chartered Life Underwriter (CLU), 133
Children

adopted, 92
adult children, need for will, 97
custodial accounts for minors,

149–151, 195
generation-skipping transfers. See

Generation skipping transfers
(GSTs)
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Children (Continued )
guardians for, 15, 16, 72, 79–81, 85, 95,

96, 113, 115, 121
kiddie tax, 5, 150, 151
money concepts, teaching, 238
multi-generational estate planning,

237
providing for as part of estate

planning, 15, 16
special needs, 4, 5, 17, 95, 96
“trust fund babies,” 80, 170
2503(b) trust, 151
2503(c) trust, 151, 152
will provisions for minors, 79, 80

Closely-held business. See Family limited
partnerships (FLPs); Small
business; Succession planning

Codicils, 96, 97
Community property

and asset protection, 211, 212
divorce, 211
estate planning issues, 68
overview, 67, 68
states, 67, 68, 212
tax basis, 66
title to property, 64

Compensation
attorneys, contingency cases, 208,

223, 224
board of directors, members of, 218,

219
family limited partnership rules, 191,

194
personal representative, 62
professional advisors, 240
trustee, 83

Conservative portfolios, 32–37
Consumer price index (CPI), 50, 138
Contingency fees, attorneys, 208, 223,

224
Contingent beneficiaries, 41, 42, 119
Contingent reversionary interest, 159
Contracts. See also Insurance

joint wills as, 73
minors, 149
partnership liability issues, 226

Corporate trustees, 81, 82, 94, 95
Corporations

C corporations, 204, 206–207, 228–234
employer identification number

(EIN), 224, 228, 230
legal requirements, 231
meetings and minutes, importance of,

217, 231, 233, 234
officers and directors, liability issues,

218, 219
piercing the corporate veil, 233, 234
S corporations, 204, 207, 223, 228,

230–234
tax returns, 228–230

Coverdell Education Savings Account
(Education IRA), 3–5, 169

Credit cards, 18, 25, 26, 28
Credit life insurance, 131
Credit shelter trust

disclaimer credit shelter trust, 103,
104

estate planning, 20, 74, 99–103
and general power of appointment

trust, 105–106
and irrevocable insurance trust,

135–137
purpose of, 99
and QTIP trust, 107

Creditors, protecting assets from. See
Asset protection

Cross-contingent remainders, 210
Cross-purchase agreement, 204, 205.

See also Buy-sell agreements
Crummey trusts, 134–136, 176
Crummey vs. Commissioner, 134
Custodial accounts for minors, xv, 79, 91,

149–151, 195

D
Death, and need for reviewing will and

estate plan, 96
Debts

owed on bequeathed property, 77
payment of, 76

Deeds, 14, 18, 90, 112, 116, 118, 145, 146,
174, 177, 188
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Defined benefit plans, 38, 213
Defined contribution plan (money

purchase plan), 119, 213
Delaware, domestic asset protection

trusts, 221
Depreciation, business property, 8
Dickman v. United States, 146
Direct skip, 159, 160
Direct transfers of property

gifts. See Charitable giving; Gifts to
family members

through title. See Property, direct
transfers of through title

Disability buyout insurance, 205
Disability insurance, 117, 119, 202, 228
Disclaimers, 103, 104
Discount for lack of control, 192–194
Discount for lack of marketability,

191–194
Disinheritance, 79, 94
Divorce. See also Marriage/remarriage

beneficiary issues, 96, 113
and children’s inheritance,

protecting, 165
community property. See Community

property
and domestic asset protection trusts,

221
gifts to family members,

consequences of, 147, 148
qualified domestic relations order

(QDRO), 213
rates, 165
retirement plan assets, 213
Section 529 plans, 8
and title to property, 66, 212
will and estate plan, need for

reviewing, 96
Documents

estate planning, 14, 18, 87–94, 116,
117

location of, 88–90
Domestic asset protection trusts

(DAPTs), 221, 222
Durable power of attorney, 12, 87, 97,

109, 111, 114, 115

Durable power of attorney for health
care, 88

Dynasty planning, 137–141
Dynasty trust, 137–139

E
Earnings rate on investments, 54,

57–59
Economic Growth and Tax Relief

Reconciliation Act of 2001. See Tax
Relief Act of 2001

Education assistance programs, 7
Education IRA (Coverdell Education

Savings Account), 3–5, 169
Educational institutions

gifts to, 70, 74, 95, 173, 182
tuition payments, 152

Emergency fund, 33
Employee benefits summary, 18, 90
Employee Retirement Income Security

Act (ERISA), 212, 213
Employee stock ownership plan (ESOP),

206, 207
Employer Identification Number (EIN),

224, 228, 233
Entity purchase agreement (redemption

agreement), 204. See also Buy-sell
agreements

Equitable principles, divorce settlement
based on, 211

Errors and omissions (E and O)
insurance, 210

Estate and gift tax
adjusted gross estate, 22, 24, 27, 199,

299
annual gift tax exclusion, 144–146,

150–152, 154, 156–158, 160,
162–164

case study, 23–26
charitable contributions, tax

deduction for, 29, 173, 176, 182
contributions to Section 529 plan, tax

consequences, 6, 7
dynasty trust, gifts to, 138
estate net worth, calculating, 18, 19,

21, 24–30

htt
p:/

/w
ww.pb

oo
ks

ho
p.c

om



P1: OTA/XYZ P2: ABC
JWBT563-IND JWBT563-Welch August 30, 2011 10:3 Printer Name: Courier Westford

256 INDEX

Estate and gift tax (Continued )
foreign asset protection trusts,

transfer of funds to, 219, 220
installment payments for farmers and

closely-held business owners, 199
irrevocable life insurance trust, gifts

to, 136
joint ownership transactions, effect

of, 146
lifetime gift tax exclusion, 12, 22, 138,

145, 147, 151, 154, 156, 160, 165,
187, 219, 222

loan guarantees as gift, 146
special use valuation, 199, 200
state taxes, 30
system of, overview, 21–26
tax legislation, 1, 6–9
tax rate table, 23
taxable estate, 22, 29
tentative tax calculation, 22, 23, 29,

100
unified tax credit (applicable

exclusion), 6, 7, 9, 10, 22–24, 29–30,
145, 159

unintended gifts, 145, 146
unlimited marital deduction, 22, 24,

29, 73, 74, 98, 105, 106, 108, 146
Estate planning

attorney fees, 95
attorneys, working with, 90, 92, 94, 95,

116–118
benefits of, 15, 16
charitable gifts. See Charitable giving
current estate net worth, calculating,

18, 19, 21, 24–30
described, 13
documents, 14, 18, 87–94, 116, 117
elements of, 13, 14
failure to plan, consequences of, 16, 17
future value of estate, calculating, 30,

31
goals, setting, 70, 71
guidelines for, 18–20
myths, 17, 18
professional advisors, need for, 19, 90,

238

review of estate plan, 19, 20, 95–97
strategies, overview, 30, 31
and tax legislation, 1, 10–12. See also

Tax Relief Act of 2010
terminology, 243–247
trusts, use of. See Trusts
wills. See Wills

Estate Planning Law Specialist (EPLS),
240

Execution of will, 86
Executor/personal representative

defined, 22
duties of, 21–23
election to pay taxes in installments,

199
estate inventory, 21
selecting, 81
special-use valuation election, 199,

200
spouse as, rewriting will after divorce,

96
will provisions, 80, 81, 94

F
Fair market value, 64, 159, 162–164, 175,

183, 189, 200
Family

businesses. See Family limited
partnerships (FLPs); Small
business; Succession planning

farms. See Farms and farmers
gifts to. See Gifts to family members
multi-generational estate planning,

237
providing for as part of estate

planning, 14, 15
Family Council, 170, 238
Family limited partnerships (FLPs)

advantages of, 187–189
and asset protection, 216–219
disadvantages of, 189, 190
general and limited partners’ rights,

194, 195
limited liability company compared,

196
minors’ interests in, 195
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multiple partnerships, use of, 195
as part of estate planning, 186, 199
rules, 191–195
structure of, 186, 187
succession planning, importance of,

189, 196. See also Succession
planning

valuation issues, 186–194
Farms and farmers

estate tax benefits, 199, 200
succession planning, 198–201
valuation issues, 199–201

Fee simple ownership (sole ownership),
64, 65

Fees
attorneys, 95, 137, 169
executor/personal representative, 81

Fiduciary duties, 63, 82, 168, 180, 183,
206

Financial statements, 18
Financial x-ray, 10
First-in-first-out (FIFO) basis of taxing

withdrawals from cash value
insurance policy, 46

Five and five power, 101
529 plans, 4–7, 152, 169
Fixed income

investments, 36, 43, 50, 53. See also
Bonds; Certificate of deposit (CD);
Money market accounts

trust provisions, 84, 153, 154, 178
Foreign asset protection trusts, 14,

219–222
401(k) plans, 38, 213
403(b) plans, 213
412(i) plans, 213
457 plans, 213
Fraudulent Conveyances, Law of, 221
Fraudulent transfers, 209–212, 221
Funerals

expenses, 22, 25–28, 76
instructions, 90, 93

G
Gates, Bill, 98
General bequests, 77, 78, 94, 96

General partnerships, 225–227
General power of appointment, 104–106,

159, 166
General power of attorney, 87
Generation Skipping Transfer Tax Act of

1987, 159
Generation skipping transfers (GSTs)

annual exclusion, 160
case studies, 160, 161
dead child exception, 160
direct skip $5 million exemption, 160,

171, 172
and Legacy Trusts, 171, 172
rules for, 159, 160
tax consequences, 1, 8, 9

Gifts to charity. See Charitable giving
Gifts to family members

annual gift tax exclusion, 144–146,
150–152, 154, 156–158,
162–164

appreciating assets, 12, 147, 148
dynasty planning, 139–141
generation-skipping transfers (GSTs),

1, 8, 9, 159–161, 171, 172
gift tax return, 146, 147
Legacy Trust, use of, 164–172
life insurance, 152
lifetime gift tax exclusion, 12, 22, 138,

145, 147, 151, 154, 156, 160, 165,
187, 219, 222

medical expenses, 152
minors, 149–152
outright gifts, 147–149
Roth IRAs, 148, 149
rules for annual giving, 144, 145
split gifts, 145
trusts, use of, 152–159
tuition payments, 152
unintended gifts, 145, 146

Grantor Retained Annuity Trusts
(GRATS), 132, 152–155, 190

Grantor Retained Unitrust (GRUT), 152,
154, 155

Growth rate
calculator, 58, 59
determining, 56, 57
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Growth Strategy with a Safety Net®,
32–37

Guardians for children, 15, 16, 72, 79–81,
85, 95, 96, 113, 115, 121

H
Health care powers, 88
Health care proxy, 88
Healthcare professionals, 109, 197, 198,

210, 214, 217, 234
Holographic wills, 73
HOPE scholarship credit, 4, 5
Hybrid agreement, 204, 205. See also

Buy-sell agreements

I
Idaho, community property law, 67, 68,

212
In terrorem clause, 79
Incident of ownership, 135
Income sprinkling provision, 102, 103
Incompetence

heirs/beneficiaries, 63, 109
living trust, use of, 110, 111, 114, 115.

See also Living trust (inter vivos
trust)

and need for estate planning, 16, 17
and ownership interest in family

limited partnership, 195
and springing power of attorney, 87
standby trust, use of, 109
and succession plan for business,

189
Individual retirement accounts (IRAs)

asset protection, 213
investment flexibility, 213
and living trusts, 119
required minimum distributions, 40,

42, 248–260
rollover into employer’s qualified

plan, 213
Roth IRAs, 38–41, 148, 149, 171
traditional IRAs, 39–41, 213

Inflation
and annual generation-skipping gift

tax exclusion, 160

and annual gift exclusion amount,
144, 145, 160

and child’s unearned income (kiddie
tax), 150, 151

and fixed income trust distributions,
84, 154, 178

inflation multiplier chart, 51
and insurance needs, 128, 142
offsetting, use of Growth Strategy with

a Safety Net®, 33, 35
and retirement requirements, 50–53,

56
Inheritances and need for reviewing will

and estate plan, 96
Installment payments

of estate taxes, 199
sale of business, 206

Installment sales, 161–163, 190, 198
Insurance

companies, 130, 133, 143
disability buyout insurance, 205
disability insurance, 117, 119, 202, 228
errors and omissions (E and O), 210
liability insurance, 14, 209, 210, 218,

226, 227
life. See Life insurance
long-term care insurance (LTC), 14,

17, 123, 141–143
malpractice insurance, 210, 211, 234
as part of estate planning, 14

Intentionally defective grantor trusts
(IDGT), 164

Inter vivos trust. See Living trust (inter
vivos trust)

Interest rates
installment sales to family members,

162, 163
loans to family members, 164

Intestacy, 60–62, 97, 106, 107, 150
Investment earnings rate, 54, 57–59
Investment policy statement (IPS), 82,

83
Investment strategy

Growth Strategy with a Safety Net®,
32–37

and life expectancies, 32
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life insurance products, 45, 46.
See also Life insurance

as part of estate planning, 13
personal investment accounts, 43
professional advisors, 46
retirement planning, 53
retirement plans, 37–42
tax-deferred investments, 44, 45
traditional thinking, 32
and withdrawal rates, 37

IRAs. See individual retirement accounts
(IRAs)

Irrevocable life insurance trust, 20,
133–137, 185, 214–216. See also
Dynasty trust

J
Jobs and Growth Act of 2003, 2, 8
Joint and last survivor table, 252–260
Joint tenants with right of survivorship

(JTWRS), 65, 66, 94
Joint wills, 73

K
Keogh plans, 18, 213. See also

Retirement plans
Kiddie tax, 5, 150, 151

L
Law (rule) against perpetuities, 166
Law of Fraudulent Conveyances, 221
Legacy Trust, 164–172
Letter of instruction, 88–93, 118,

119
Level term life insurance, 124, 129, 130,

132, 140. See also Term life
insurance

Liability insurance, 14, 209, 210, 218,
226, 227

Life estate, 68
Life expectancy table for required

minimum distributions, 248–250
Life insurance

adult children, 129, 130
amount of, calculating needs,

126–129, 132

cash value, 44–46, 124, 125, 129, 133,
139

cash value buildup, 139, 140
credit life insurance, 131
dynasty trust, 137–139
for estate liquidity, 131–133
and estate planning, 123
homemakers, 129
as income replacement, 125–131
insurance companies, 130, 133
irrevocable life insurance trust, 20,

133–137, 185, 214–216
mortality charges, 44, 45, 125
mortgage life insurance, 130, 131
overview, 45, 46, 124
shopping for, 130
survivorship life insurance

(second-to-die insurance), 125,
132–133, 139–141, 178, 185

term insurance, 124, 129, 130, 132,
138, 140

transferring to living trust, 119
universal life insurance, 125, 133, 139,

140
variable life insurance, 125, 133, 139,

140
whole life insurance, 38, 54, 125, 133,

139, 140
Lifetime gift tax exclusion, 12, 22, 138,

145, 147, 151, 154, 156, 160, 165,
187, 219, 222

Lifetime Learning Credit, 4, 5
Limited liability companies (LLCs)

advantages and disadvantages of, 232
and asset protection, 216–219
family limited partnership compared,

196
meetings and minutes, importance of,

217, 233
multiple entities, use of, 234, 235
overview, 231
professionals, 234
and sales to intentionally defective

grantor trusts, 164
single-member LLC, 232, 233
tax identification number, 216, 231

htt
p:/

/w
ww.pb

oo
ks

ho
p.c

om



P1: OTA/XYZ P2: ABC
JWBT563-IND JWBT563-Welch August 30, 2011 10:3 Printer Name: Courier Westford

260 INDEX

Limited liability companies (LLCs)
(Continued )

tax returns, 231, 233
use of in estate planning, 186, 199

Limited partnerships, 216–219, 223, 227,
228. See also Family limited
partnerships (FLPs)

Limited power of appointment, 139, 166
Limited power of attorney, 87
Living trust (inter vivos trust). See also

Charitable giving
advantages of, 110–112
affidavit of trust (certificate of trust),

115, 116, 118, 122
attorney, working with, 116–118
disadvantages of, 112, 113
funded versus unfunded, 114
future purchases, titling in name of

trust, 122
incompetence provision, 114, 115
irrevocable, 68, 69, 114
jointly held property, 120
myths about, 120, 121
nominee partnership, 116
overview, 68, 69, 109, 110
and probate, 120, 121
reasons for establishing, 122
revocable, 114
separate trusts for married couples,

114
and title to property, 121
transferring property into, 115–120
trustee, selection of, 113, 114
types of, 109
as will substitute, 115

Living wills, 88, 97
Loans. See also Mortgages

business, 216, 217
credit life insurance, 131
to family members, 161, 164
insurance, 124
loan guarantees, 146, 216, 217
student loans, 7
trust income or assets as collateral,

86, 108

Long-term care insurance (LTC), 14, 17,
123, 141–143

Louisiana, community property law, 67,
68, 212

M
Maintenance and support, 101, 150
Maintenance costs

charitable remainder trusts, 180
family limited partnerships, 188
limited liability companies, 235
living trusts, 111, 112
pooled income funds, 180

Malpractice insurance, 210, 211, 234
Marital deduction, 22, 24, 29, 73, 74, 98,

105, 106, 108, 146
Market value, estate assets, 27
Marriage/remarriage. See also Divorce

beneficiary designations, 96, 113
and need for reviewing will and estate

plan, 95
spouse as executor/personal

representative, 96
trust provisions, 101, 102

Medical expenses, tax-free gift of, 152
Meetings and minutes, importance of,

217, 231, 233, 234
Missouri, domestic asset protection

trusts, 221
Money market accounts, 33–36, 50, 53,

118
Money purchase plan (defined

contribution plan), 119, 213
Moody’s, 130, 143
Mortality charges, 44, 45, 125
Mortgages

due-on-sale clause, 118
estate net worth calculations, 22,

25–28
estate planning documents, 14, 18, 90,

92
and life insurance needs, 126
mortgage life insurance, 130, 131
and qualified personal residence trust

(QPRT), 157
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and retirement needs, 48, 49
transfer fees, 112
will provisions, 76, 77

Motorcycles, transferring to living trust,
119

Moves out of state and need for
reviewing will and estate plan, 96

Multiple entities, use of, 234, 235
Multi-state businesses, 234
Mutual funds, 18, 25, 26, 28, 33–35, 44,

46, 53, 54, 125, 149, 213

N
Nevada

community property law, 67, 68, 212
domestic asset protection trusts, 221

New Mexico, community property law,
67, 68, 212

Nodeathtax.org, xiii
Nominee partnership, 116
Noncitizen spouse, 108
Notary public, 111
Nuncupative will, 73
Nursing home care, costs of, 141, 142.

See also Long-term care insurance
(LTC)

O
Oklahoma, domestic asset protection

trusts, 221
Oral will, 73

P
Partnerships

contract liability issues, 226
family limited partnerships. See

Family limited partnerships (FLPs)
general partnerships, 225–227
limited partnerships, 216–219, 223,

227–228
living trust, nominee partnership, 116
tax identification number, 226, 227
tax returns, 189, 191, 194, 226, 227
Uniform Partnership Act, 225, 226

Patten, Dick, xiii

Patterson v. Shumate, 213
Payment on death (POD) accounts, 69
Perpetuities, rule against, 166
Perpetuities clause, 85–86
Personal liability insurance, 209, 210
Personal loan guarantees, 146, 216, 217
Personal messages, included in letter of

instruction, 90
Personal property

bequeathing, 76, 77, 94
transferring to living trust, 119, 120

Personal residence
creditor protection, 209
exclusion for gain on sale of

residence, 157
homestead exemption, 118
ownership interests, 68, 69
Qualified Personal Residence Trust

(QPRT), 152, 154–159
title to, 64–68
will provisions, 77, 94

Personal service providers, 234
Phantom income, 188
Piercing the corporate veil, 233, 234
Pooled income funds, 180, 181
Postmortem planning, 63, 66, 103
Pour-over will, 120
Power of appointment

general power of appointment,
104–106, 159, 166

general power of appointment trust,
105, 106

limited power of appointment, 139,
166

Power of attorney
durable power of attorney, 12, 87, 97,

109, 111, 114, 115
durable power of attorney for health

care, 88
general power of attorney, 87
limited power of attorney, 87
springing power of attorney, 87
use of in estate planning, 14, 16, 65,

67, 75
Private annuity, 163
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Private foundations, 175–176, 182–185
Probate

advantages and disadvantages of,
63–64

avoiding, 58, 64, 69, 114, 157, 188
procedure, 61–63

Professional advisors
chemistry with, 240, 241
compensation, 240
competence and experience, 146, 150,

239
estate planning, 19, 90, 238
retirement planning, 48, 59
trusts, 83

Profit sharing plans, 18, 38, 56, 92, 119,
206, 213

Property, direct transfers of through title
beneficiary designations, 69
community property laws, 67, 68
fee simple ownership, 64, 65
irrevocable trusts, 68, 69
joint tenants with right of survivorship

(JTWRS), 65, 66, 94
life estates, 68
as means of avoiding probate, 64
payment on death (POD) accounts,

69
revocable living trusts, 68. See also

Living trust (inter vivos trust)
tenants in common, 66, 67

Property, title to. See Title to property
Public foundations, 175
Put right, 189

Q
Qualified domestic relations order

(QDRO), 213
Qualified minors trust (2503(c) trust),

109, 151, 152
Qualified Personal Residence Trust

(QPRT), 152, 154–159
Qualified sick pay plan, 205–206
Qualified terminable interest property

(QTIP), 104–108, 146
Qualified tuition plans, xv. See also

Section 529 plans

R
Rating services, insurance companies,

130
Real estate, transferring to living trust,

118
Redemption agreement (entity purchase

agreement), 204. See also Buy-sell
agreements

Religious organizations, gifts to, 74, 95,
173. See also Charitable giving

Remarriage. See Marriage/remarriage
Renewable term life insurance, 124.

See also Term life insurance
Required minimum distribution, 40, 42,

248–260
Residence, personal. See Personal

residence
Residuary estate

division of, 77, 78, 94
payment of taxes from, 78, 108

Retirement planning
account surplus/deficit calculation, 56
assumptions, 48–50
calculators, 48
financial advisors, use of, 48, 59
future value of current investments,

53–56
income sources, 50, 52
inflation, 50, 51, 53
investment account target, 53
investment strategy, 53
monthly investment requirement

calculation, 56–59
overview, 47
Social Security benefits, estimating,

50, 52
withdrawal rate, 52, 53. See also

Withdrawals
Retirement plans

beneficiaries, 41, 42, 119
defined benefit plans, 38, 213
disadvantages of, 41
401(k) plans, 38, 213
403(b) plans, 213
412(i) plans, 213
457 plans, 213
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Keogh plans, 213
and living trusts, 119
money purchase pension plans

(defined contribution plans), 213
overview, 38–40
profit sharing plans, 18, 38, 56, 92,

119, 206, 213
qualified domestic relations order

(QDRO), 213
Roth IRA conversions, 40, 41
Roth IRAs, 38–41, 148, 149, 171
SIMPLE plans, 38
Simplified Employee Pension Plan

(SEP), 38
Single-Person 401(k), 38
traditional IRAs, 39–41, 213

Rhode Island, domestic asset protection
trusts, 221

Risk tolerance, 13, 33, 37
Roth IRAs, 38–41, 148, 149, 171

S
S corporations, 204, 207, 223, 228,

230–234
Safe deposit boxes, 86, 87, 92
Safety net. See Growth Strategy with a

Safety Net®

Sale of assets
to family members, 161–163
to intentionally defective grantor

trust (IDGT), 164
Schools and universities. See

Educational institutions
Second-to-die insurance (survivorship

life insurance), 132–133, 139–141,
178, 185

Section 529 plans, 4–7, 152, 169
Self-employment, social security taxes, 3
Self-proving affidavit, 86
SEP (Simplified Employee Pension

Plan), 38. See also Retirement
plans

Separate property, 67, 68, 105, 211,
212

SIMPLE plans, 38
Simple will, 20, 73, 74, 99–101

Simple will with disclaimer credit
shelter trust, 99–101, 103–104

Simplified Employee Pension Plan
(SEP), 38. See also Retirement
plans

Simultaneous death, 15, 85
Single-member LLC, 232, 233
Sirote & Permutt, P. C., xiii, 241
Small business

business plan, 235, 236
C corporations, 204, 206, 207,

228–234
doing business in multiple states, 234
general partnerships, 225–227
liability protection, 223, 224
limited liability companies (LLCs),

231–235
limited partnerships, 216–219, 223,

227, 228
multiple entities, use of, 234, 235
personal service providers, 234
piercing the corporate veil, 233, 234
rules and regulations, importance of

following, 233, 234
S corporations, 204, 207, 228, 230–234
single-member LLC, 232, 233
sole proprietorship, 3, 224, 225
statistics, 223, 235
tax benefits, 8, 224
team members, 236

Social Security
numbers, 92, 117, 224, 233
retirement benefits, 33, 34, 50, 52
statement of benefits, 52, 129
survivors benefit, 128, 129
taxes, 3

Sole proprietorship, 3, 224, 225
Special use valuation, 199, 200
Specific legacy clause, 76, 77
Spendthrift trust, 108, 109
Spendthrift will provision, 86
Springing power of attorney, 87
Standard & Poor’s, 130, 143
Statute of limitations, foreign asset

protection trusts, 222
Statute of Wills, 72
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Statutory appointment for payment of
taxes, 78

Stephens, Craig M., xiii, 241
Stepped-up cost basis, 9, 39, 45, 64, 148,

157, 159, 183, 204
Stock certificates, 91, 117, 118
Student loan interest deduction, 7
Succession planning

buy-sell agreements, 203–206
considerations for, 201, 202
disability buyout insurance, 205
employee stock ownership plans

(ESOPs), 206, 207
estate tax benefits for farmers and

closely-held business owners, 199,
200

family limited partnerships, 189, 196,
199

family members, 201, 202
farmers, 198–201
healthcare professionals, 198
importance of, 197, 198
key employees, 202, 203
liquidity issues, 199, 202
qualified sick pay plan, 205, 206
sale of business, 202, 203
sale versus keeping business in family,

201
valuation issues, 200, 201

Survivorship life insurance
(second-to-die insurance), 132,
133, 139–141, 178, 185

T
Tax credits

applicable credit amount, 23, 156
higher education expenses, 3, 4
unified federal gift and estate tax

credit (unified credit), 6, 7, 9, 10,
22–24, 29, 30, 145, 159

Tax identification number
corporations, 228, 230
employer identification number

(EIN), 224, 228, 230
limited liability company (LLC), 216,

231

partnerships, 226, 227
sole proprietorship, 224
trusts, 136, 137, 151

Tax legislation and need for reviewing
will and estate plan, 96

Tax planning as part of estate planning,
13, 14, 16

Tax Relief Act of 2001 (Economic Growth
and Tax Relief Reonciliation Act),
1, 22, 98, 99, 149, 152, 204

Tax Relief Act of 2010 (Tax Relief,
Unemployment Insurance
Reauthorization, and Job Creation
Act), 1–12, 20, 40, 99, 165

Tax returns
2503(b) trusts, 151
corporations, 228–230
estate, 63, 100, 121
foreign countries, disclosure of

transfer of funds to, 219
gifts, 145–147, 151
individual income, 63, 224, 229, 230,

232, 233
limited liability company (LLC), 231,

233
living trusts, 111, 112
partnerships, 189, 191, 194, 226, 227
sole proprietors, 224
trust income, 83, 136, 169, 180

Tax-deferred investments, 44, 45.
See also Annuities; Cash value life
insurance

Taxes. See also Estate and gift tax
accumulated earnings surtax, 206
alternative minimum tax (AMT), 43,

204
business property deduction, 8
business property depreciation, 8
capital gains, 2, 3
charitable giving, tax deduction for,

29, 173, 176, 182
credits. See Tax credits
kiddie tax, 5, 150, 151
and living trusts, 120
marginal income tax rates, 2
personal investment accounts, 43
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residuary estate, payment of taxes
from, 78, 108

self-employment, social security
taxes, 3

small businesses, potential tax
benefits, 224

stepped-up cost basis, 9, 39, 45, 64,
148, 157, 159, 183, 204

student loan interest deduction, 7
Tax Relief Act of 2001, 1, 22, 98, 99,

149, 152, 204
Tax Relief Act of 2010, 1–12, 20, 40.99,

165
tax-deferred investments, 44, 45
uncertainty, 8, 9
will provisions for payment of, 78

Tenancy by entireties, 212
Tenants in common, 64, 66–68, 77
Tenants in common with

cross-contingent remainders, 210
Term life insurance, 124, 129, 130, 132,

138, 140
Testamentary trusts, 68, 74, 99–109
Texas

community property law, 67, 68, 212
personal residence creditor

exemption, 209
Title to property

and asset protection, 210–212
direct property transfers, 61, 64–68,

75, 77, 94, 121
estate planning documents, 14, 18, 90,

92
estate planning issues, 10
and living trusts, 121, 122
methods of holding, 64–68
transferring to charity, 174
transferring to custodial accounts for

minors, 149
transferring to family limited

partnership, 186, 188
transferring to trust, 110, 112,

115–120
transfers through probate, 61, 62

Total return trust, 84
Traditional IRAs, 39–41, 213

Transmutation agreement, 212
Trustees

compensation, 83, 182
corporate, 81, 82, 94, 95
fiduciary duties, 63, 82, 168, 180, 183
Legacy Trust, 167, 168
powers, 83, 84
role of, 82, 83
selection of, 81, 82
will provisions, 81, 83, 84, 94, 95

Trusts
attorney’s fees, 137
charitable. See Charitable giving
credit shelter trust, 99–104, 106,

107
disclaimer credit shelter trust, 103,

104
domestic asset protection trusts

(DAPTs), 221, 222
fixed income provisions, 84, 153, 154,

178
flight provisions, 220
foreign asset protection trusts, 14,

219–222
and fraudulent conveyances, 221.

See also Fraudulent transfers
general power of appointment trust,

104–106
Grantor Retained Annuity Trusts

(GRATS), 132, 152–155, 190
Grantor Retained Unitrust (GRUT),

152, 154, 155
inter vivos. See Living trust (inter

vivos trust)
irrevocable insurance trust. See

Irrevocable life insurance trust
Legacy Trust, 164–172
limited power of appointment, 139
living trust. See Living trust (inter

vivos trust)
marital trusts, types of, 104
minor children, 79, 80, 95
as part of estate planning, 14
perpetuities clause, 85, 86
qualified domestic trust (QDOT), 104,

108
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Trusts (Continued )
Qualified Personal Residence Trust

(QPRT), 152, 154–159
qualified terminable interest property

(QTIP), 104–108, 146
revocable living trust. See Living trust

(inter vivos trust)
spendthrift trust, 108, 109
tax returns, 83, 136, 169, 180
testamentary, 99–109
total return trust, 84
2503(b) trust, 151
2503(c) trust (qualified minors trust),

109, 151, 152
Tuition expenses, tax-free gift of, 152
2503(b) trust, 151
2503(c) trust (qualified minors trust),

109, 151, 152

U
Umbrella trust, 168, 169
Unified federal gift and estate tax credit

(unified credit), 6, 7, 9, 10, 22–24,
29, 30, 145, 159

Uniform Fraudulent Transfers Act, 209
Uniform Gift to Minors Account (UGMA),

5, 149–151, 195
Uniform lifetime table, 250–251
Uniform Limited Liability Entity (LLE)

Act, 231
Uniform Partnership Act, 225, 226
Uniform Transfer to Minors Account

(UTMA), 5, 79, 149–151, 195
Uniform Trust Code, 111
Universal life insurance, 125, 133, 139,

140
Unlimited marital deduction, 22, 24, 29,

73, 74, 98, 105, 106, 108, 146
Utah, domestic asset protection trusts,

221

V
Valuation

changes in and need for reviewing will
and estate plan, 96

closely-held businesses, 199–201

discounts for family gifts utilizing
trusts, 152

discounts for family limited
partnerships, 188–194, 196

farms, 199–201
special use, 199–200

Variable life insurance, 125, 133, 139,
140

Vehicles, transferring to living trust, 119

W
Wait-and-see agreement, 205
Washington, community property law,

67, 68, 212
Wealth management advisors, 19, 241
Welch, Stewart H., III, 241
Welch Group, LLC, The, 241
Whole life insurance, 38, 54, 125, 133,

139, 140
Wills

adult children, need for will, 97
advantages and disadvantages of,

74–76
basic provisions, 76–86, 94, 95
codicils, 96, 97
consequences of dying intestate, 60,

61, 69, 70
contesting, 73, 75, 79, 86
copies of, 86, 87
defined, 72
executing (signing), 86
executor (personal representative),

72
guardian, 72
history of, 72
intestacy, 60, 61
and living trusts, 115, 121. See also

Living trust (inter vivos trust)
living will, 88, 97
pour-over, 120
probate procedure, 61–63. See also

Probate
review of, 97
storing, 86, 87
testamentary trust, 74
trustee, 72
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types of, 72–74
validity of in different states, 75

Wisconsin, community property law, 67,
68, 212

Withdrawals
charitable remainder unitrust

(CRUT), 178, 179

Education IRA, 4
insurance cash value, 124
IRAs, 39–42, 148
rate (withdrawal factor), 33, 36, 37,

52, 53, 154
tax-deferred investments, 44
and unintended gifts, 145, 146
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