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Estate planning is the process of accumulating, preserving and distributing assets to achieve the financial goals
of people during their lifetimes, and to provide for their heirs according to the estate owner's wishes at death.
As such, estate planning is not a one-time event. Instead, it is an ongoing process designed to accomplish
accumulation, preservation and distribution objectives, both during your lifetime and after your death.

Accumulation
Estate accumulation objectives involve accumulating assets and net
worth during your lifetime by systematically channeling money into
savings, insurance and investment plans.

Preservation
Estate preservation objectives include protecting your ability to earn
an income during your working years and planning to minimize and
offset estate shrinkage at your death.

Distribution

Estate distribution objectives deal with identifying and implementing
the tools and techniques that will distribute estate assets to your
heirs in an advantageous manner that is consistent with your
wishes.

Estate Planning Objectives

What Is Estate Planning?
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There may be a mistaken impression that, at death, your assets will automatically be distributed to your loved
ones. Instead, several "unwanted heirs" may step forward FIRST for their share of your estate and siphon off a
significant portion of your estate’s total value.

These "unwanted heirs" can include:

 Federal Estate Tax

 State Inheritance Tax

 Estate Administrative Costs (funeral expenses, probate costs, professional fees, final expenses and debts)

What might this mean to you?

THE HIGH COST OF DYING

Gross
Estate

Administrative
Costs at 5% (1)

Taxable
Estate

2015 Federal
Estate Tax (2)

$ 1,000,000 $ 50,000 $ 950,000 $ 0

5,000,000 250,000 4,750,000 0

7,500,000 375,000 7,125,000 678,000

10,000,000 500,000 9,500,000 1,628,000

15,000,000 750,000 14,250,000 3,528,000

20,000,000 1,000,000 19,000,000 5,428,000

25,000,000 1,250,000 23,750,000 7,328,000

30,000,000 1,500,000 28,500,000 9,228,000

(1) Actual costs may be higher or lower.

(2) Based on the 2015 maximum 40% estate tax rate and $5,430,000 exemption equivalent.

What Are the "Unwanted Heirs"?
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The bad news is that at death, a portion of your estate may be siphoned off to pay federal and state death
taxes, as well as fees and final expenses required to administer your estate. Your family then receives what is
remaining after these estate settlement costs have been paid.

YOUR ESTATE

The good news is that with proper advance planning, you can make sure that more of your estate ultimately
passes to your family!

Bad News…Good News…

$

$ $
Death
Taxes

Estate
Administrative
Costs

YOUR
FAMILY

Personal Property
Real Estate

Business Interests
Government and

Employer Benefits
Life Insurance
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The most basic estate planning tool, a will is the legal document that states the actions you wish to be taken
after your death in regard to:

 the disposition of your property;

 the guardianship of your minor children; and/or

 the administration of your estate

If you have a spouse, children and/or property, the answer is most definitely YES!

The alternative is to allow the state in which you reside to determine:

 how your property will be distributed among your heirs, including who those heirs are;

 who will serve as the guardian of your minor children; and/or

 how your estate will be administered.

State statute determines who can make a will. Generally, you must be "of age," as defined by state law, and of
sound mind. In addition, state law generally requires that your will be written, signed and witnessed by a
required number of witnesses.

While you can draw your own will, the preparation and execution of this important legal document is generally
best left to an attorney.

What Is a Will?

Do You Need a Will?

Who Can Make a Will?
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People who die without a valid will, die intestate. In this event, the state in which they resided effectively
provides a will through the state's intestacy law. This means that the state dictates who will receive the estate
owner's property and in what proportion.

While state intestacy laws do attempt to provide for a "fair" distribution of property, the state's "one-size-fits-all"
will simply cannot reflect the specific wishes of the estate owner in regard to either property distribution or the
unique needs of the estate owner's heirs.

In addition, state intestacy laws require that the probate court appoint a guardian for any minor children.
The court-appointed guardian, who may not even be a relative, may be required to post bond and the
guardianship will be supervised by the probate court.

Finally, when a person dies intestate, the probate court appoints an administrator of the estate. This
administrator can be anyone of the court's choosing and is required to post bond, an additional expense that
must be paid by the estate.

What Are the Implications of Dying Without a Will?

The choice is yours…

you can draw your own will or

the state will do it for you!
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Probate is simply the Latin word for prove, which means that the estate probate process is the process by
which your will is brought before a court to prove that it is a valid will. The courts charged with this
responsibility are generally known as probate courts which, depending on where you live, may actually
supervise the administration or settlement of your estate.

The probate process is governed by state statutes that are intended to accomplish three primary objectives:

1. To preserve estate assets.

2. To protect the rights of creditors in the payment of their claims before the estate is distributed to the
heirs.

3. To assure that the heirs receive their inheritance in accordance with the terms of the estate owner's
will.

Once the estate's personal representative (executor or administrator if the estate owner died without naming a
personal representative) is approved by the probate court and posts any bond that is required, the probate
process generally proceeds as follows:

The personal representative must "prove up" the will -- prove that it is a valid will signed by
the estate owner who was competent and not under duress or influence at the time of signing.


Notice must be given by the personal representative to all creditors to make prompt claims for

any money owed to them by the estate.


The personal representative must prepare and file an inventory and appraisal of estate assets.


The personal representative must manage and liquidate estate assets as appropriate to pay all

debts, fees and taxes owed by the estate.


Finally, the remaining estate must be distributed to the heirs in accordance with the estate

owner's will (or the state laws of intestacy if there was no will).

It is not uncommon for the probate process to require a year or more and considerable expense before the
estate is finally settled. Proper planning, however, can serve to minimize the impact of the probate process on
your estate and heirs.

What Is Probate?
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Supervision of the estate settlement process by the probate court can result in additional expense, unwanted
publicity and delays of a year or more before heirs receive their inheritance. The publicity, delays and cost of
probate motivate many people to explore ways in which to avoid or minimize the impact of probating a will,
including:

State Statute
If specific requirements are met, many states have made provision for certain estates to be
administered without the supervision of the probate court, resulting in less cost and a
speedier distribution to heirs.

Form of
Property

Ownership

The joint tenancy form of holding title to property allows ownership to pass automatically
to the surviving joint tenant, who is normally the surviving spouse.

Transfer
On Death

Many states have enacted Transfer on Death statutes that allow a person to name a
successor owner at death on the property title certificate for certain types of property,
including real estate, savings accounts and securities.

Life
Insurance

Unless payable to the estate, life insurance proceeds are rarely subject to the probate
process.

Lifetime
Giving

Gifts given during life avoid the probate process, even if made shortly before death.

Trusts

A "Totten" trust, which is a bank savings account held in trust for a named individual, can
be used to pass estate assets at death outside of the probate process.

A revocable living trust, created during the estate owner's lifetime, can be an effective
way to avoid the expense and delay of probate, while retaining the estate owner's control of
his or her assets prior to death.

Any potential method of avoiding probate should be evaluated in terms of its income and/or estate tax
consequences, as well as its potential impact on the estate owner's overall estate planning goals and
objectives.

What Steps Can Be Taken to Avoid or Minimize Probate?
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Regardless of the size of an estate, certain cash outlays to settle the estate are inevitable. The size of these
outlays and the resulting estate shrinkage, however, usually vary with the size and complexity of the estate.

Estate settlement costs can arise from some or all of the following:

1. Final Expenses: Final expenses can include medical, funeral and
burial expenses, plus the payment of debts owed by the estate owner.

2. Estate Administration Expenses: The costs to administer an estate
may include bonding costs, attorney and/or executor fees, appraisal
fees, brokerage or sales fees or commissions, court costs and any
costs associated with maintaining or improving estate assets for sale.

3. Taxes: Even estates that escape the federal estate tax may be
subject to state death taxes.

Payment of these estate settlement costs can siphon off anywhere from 10% to as much as 60% of an estate's
value, considerably reducing the inheritance ultimately received by the heirs.

A solution to the estate shrinkage dilemma is to use life insurance to create a source of funds to pay estate
settlement costs, preserving the value of the estate for the heirs.

What Are the Potential Costs to Settle an Estate?
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True False

1. The unlimited marital deduction postpones the payment
of federal estate taxes.

2. A married couple can give any individual up to $28,000 in
gifts tax-free in 2015.

3. Federal estate taxes must be paid in cash, generally
within nine months of death.

4. Federal estate tax rates are progressive, meaning that
they increase with the size of the estate.

5. Your estate may have to pay state inheritance taxes.

6. If you die without a will, state intestacy laws will
determine who inherits your property.

7. The federal estate tax is payable only if your taxable
estate exceeds the unified credit equivalent, which is
$5,430,000 in 2015.

8. The marital deduction does not apply to property you
bequest to someone other than your spouse.

9. An estate can be taxed at a rate as high as 40%.

10. Various estate planning techniques and tools can be
used to reduce estate settlement costs.

How Much Do You Know About Estate Planning?
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The value at which assets are included in a decedent's gross estate for estate tax purposes is their fair market
value -- what a willing buyer would pay a willing seller -- on the selected valuation date (the date of death or
the alternate valuation date, which is six months after the date of death). Let's take a look at how fair market
value is determined for different types of estate assets.

Estate Asset Asset Valuation Source

Real Estate Fair market value (what a willing buyer would pay a willing seller) on
the applicable valuation date; a professional appraisal may be
advisable.

Reg. Sec. 20.2031-1(b)

Listed Securities

(stocks & bonds)

Arithmetical mean between the highest and lowest quoted selling
prices on the applicable valuation date.

Reg. Sec. 20.2031-2(b)(1)

Close
Corporation

Stock

Based on an analysis of all relevant factors which contribute to the
value of stock (i.e., nature and history of business, economic outlook,
earning and dividend-paying capacity, good will, recent sales of the
stock and market price of stock in similar corporations); professional
appraisal may be needed; purchase price defined in a binding buy-sell
agreement will be the value for estate tax purposes, if certain
conditions are met.

Rev. Rul. 59-60, 1959-1
C.B. 237

Mutual Fund
Shares

Valued at their "bid" price (what the fund would pay the shareholder)
on the applicable valuation date.

Reg. Sec. 20.2031-8(b)

Proprietorships
and Partnerships

Based on an appraisal of the tangible and intangible (i.e., good will)
assets and demonstrated earning capacity of the business to arrive at
fair market value; purchase price defined in a binding buy-sell
agreement will be the value for estate tax purposes, if certain
conditions are met.

Rev. Rul. 68-609, 1968-2
C.B. 327

Reg. Sec. 20.2031-3

Notes Equal to the unpaid principal plus accrued interest, unless a lower
value can be demonstrated.

Reg. Sec. 20.2031-4

Valuables Such as art, jewelry and antiques; valued at fair market value;
generally requires an expert appraisal.

Reg. Sec. 20.2031-6(b)

Survivor Annuity Equal to the cost of a comparable single life annuity issued to the
survivor on the applicable valuation date.

Reg. Sec. 20.2031-7

Life Insurance
Proceeds

On decedent's life: Proceeds received by the estate or by a named
beneficiary if the insured held any incidents of ownership in the policy.

Owned by decedent on another's life: Amount a comparable contract
could be purchased for at the time of death.

Reg. Sec. 20.2042-1

Reg. Sec. 20.2031-8

Joint Tenancy
Property

Spouses: One-half of the value of joint tenancy property is included in
the estate of the first spouse to die.

Non-Spouses: Value of the entire joint tenancy property less the
consideration (purchase price) furnished by the survivor is included in
the estate of the first joint tenant to die.

I.R.C. Sect. 2040(b)

I.R.C. Sect. 2040(a)


