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Dear Reader,


Several years ago my husband and I decided to prepare our estate plans as a gift to our children. What a sense of accomplishment we felt when those plans were complete! My goal for you in writing this book is to help you make a similar gift to your family.


After working in private law practice, I moved into planned giving for twenty years, the last fifteen at the University of Pennsylvania, my alma mater. I worked closely with donors who wanted to make a gift to the University, but who also wanted to support their heirs. They shared with me their dreams of a legacy—for their families, for Penn, and for their community. Our goal was, through thoughtful planning, to make their dreams come true.


While in legal practice with a firm that dealt solely with domestic is sues, I learned firsthand about the financial ramifications of a failure to plan, about broken families and unmet dreams. My background for writing this book includes a law degree and freelance writing. In law school I was an editor of the law review and also wrote for the legal newspaper.


My hope in writing this book is that you will be inspired to create your own legacy and will feel that same sense of accomplishment we felt upon completing our own plans.


Sincerely,
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Welcome to the EVERYTHING® Series!


These handy, accessible books give you all you need to tackle a difficult project, gain a new hobby, comprehend a fascinating topic, prepare for an exam, or even brush up on something you learned back in school but have since forgotten.


You can choose to read an Everything® book from cover to cover or just pick out the information you want from our four useful boxes: e-questions, e-facts, e-alerts, and e-ssentials.


We give you everything you need to know on the subject, but throw in a lot of fun stuff along the way, too.


We now have more than 400 Everything® books in print, spanning such wide-ranging categories as weddings, pregnancy, cooking, music instruction, foreign language, crafts, pets, New Age, and so much more. When you’re done reading them all, you can finally say you know Everything®!
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Top Ten Reasons for Creating a Will and a Sound Estate Plan


1. A sound estate plan can save your family thousands of dollars in taxes and legal fees.


2. If you don’t have a plan, the government will decide who will receive your property.


3. If you don’t have a plan, your spouse or partner may not receive the property you intended to provide.


4. Most people can avoid or reduce estate taxes with the right plan.


5. Naming a legal guardian in your will is the way to choose who will raise your minor children if you are gone.


6. Creating a durable power of attorney ensures that someone can pay your bills and sign legal documents if you become disabled.


7. Having a medical directive will provide guidance about your health care wishes in the event you become incapacitated.


8. You can avoid the unexpected results of owning property in joint name when you understand the rules.


9. You can make gifts to your favorite charity to reduce estate taxes but still provide for your family.


10. A good estate plan can preserve your assets for your children’s use and prevent them from wasting those assets.




Introduction


[image: ] SOMEONE ONCE SAID that people spend more time watching TV or shopping for a car than they spend planning their estate. Don’t let that be true of you. Your heirs deserve more consideration than a TV program or a car, and a good estate plan is one of the best gifts you can provide for your family.


Sadly, a recent survey conducted for Martindale-Hubbell® reports that 55 percent of all adult Americans don’t have a will. According to the same survey, there are several reasons most people don’t plan. Nearly one in four (24 percent) thought they didn’t have enough assets to warrant writing a will. Ten percent said it’s because they don’t want to think about dying or becoming incapacitated. A third group of adults said they don’t have a plan because they don’t know who to talk to.


Another reason not mentioned in the survey is that many people don’t want to spend the money to have a will or trust prepared. There is a misconception that it costs too much to have documents prepared, and that estate planning is only for the very rich. Others are simply procrastinators, even though they know they should plan ahead.


The goal of The Everything® Wills & Estate Planning Book is to encourage you to be in the group of those who do plan. This book will help you preserve the assets you’ve worked so hard to accumulate over your lifetime. It is a how-to guide for ways to distribute your assets and to minimize income and estate taxes in the process. You will find there are many different options to consider when you begin planning how you want to leave your estate.


Once you understand the process, you can create documents yourself or have a lawyer help you in a cost-efficient manner. The fact is, it is not expensive to create an estate plan, but it can be very expensive to die without a plan. By becoming knowledgeable about the process, you can save your family considerable time and money.


As you read through this book, you will discover that planning your estate is not as overwhelming a task as you may have thought. The Everything® Wills & Estate Planning Book carefully guides you through the decisions you need to make before you have documents prepared. It discusses several methods that are available and gives you suggestions as to which planning documents might be best for your family.


The book teaches you the rules on each topic and will assist you in making the necessary decisions for your family in a cost-efficient manner. It will point out issues to consider, goals you might like to reach, and people and institutions you may want to support.


Another aspect of planning to include is the effect your health might have on your estate plan. With lengthening life expectancies and the uncertainties about the safety of Social Security and many corporate pension plans, it is crucial for you to make plans for your own care and possible health needs during a longer life expectancy than your parents or grandparents experienced.


According to the survey mentioned earlier, 41 percent of adults now have living wills in place, a 10 percent increase over a prior survey. The increase in living wills indicates that more adults are thinking about their own health care and how their families should deal with an illness or incapacity.


Once you begin planning for your financial future and for your heirs, you will discover that planning will provide a great sense of relief and accomplishment. Use the suggestions in this book to create a plan that works best for you and your family. Planning ahead will provide peace of mind and reassurance that you’ve done all you can to protect your family. Let’s begin.




CHAPTER 1


Everyone Needs a Plan


There are many reasons, both emotional and financial, for having a sound estate plan. It really doesn’t matter how old you are; your family and loved ones will suffer when you leave them. While you cannot undo the loss they will feel, if you plan ahead, you can spare them a great deal of additional grief and expense.


Why You Should Plan


Nearly everyone owns something at death—a car, computer, jewelry, clothing, furnishings. These belongings are your “estate,” and they need to be directed somewhere at your death. If you haven’t decided ahead of time where those things go, your family has to dig through your home and files to find the information they need after you are gone—further reminding them of their loss. There are many things that need to be done that you may not think about until you have experienced the loss of a loved one.


Planning in Your Twenties


You may think you don’t need to plan because, after all, you’re only twenty years old. The chance that something will happen to you is very slim but, if it does, your family will have a lot to do. Accidents can and do happen at all ages. Everyone at any age should have certain legal documents in place.
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If you already have a living will or medical directive, check the laws of your state to be certain your living will complies with that state’s requirements. If you move, you may find your living will is not recognized in your new state.





The most important of these are a medical designate or agent and a living will. If you are injured, a medical designate is the person who will make medical decisions on your behalf. A living will is a legal document that expresses your wishes regarding whether or not you want your life artificially prolonged in the event that you are permanently incapacitated with no chance of recovery. This may seem morbid, but if you have strong feelings either for or against life support, you should specify your personal wishes in a document. You’ve undoubtedly read stories about injured people who did not have written instructions and the disastrous—and expensive—situation that resulted for their families. Appendix E has a sample advance health care directive (also called a living will) to give you an idea of the issues you need to consider.


You should also consider preparing a will at this age. You may not have a lot of belongings, but it will be much easier for your family if you have a document stating how you want your property to be distributed.


The amount of planning you need to do for your property will depend on how much property you have. Chapter 2 includes steps to take to help you determine whether you need something more than a will.


Just Married


If you are newly married, you should consider creating a will promptly to protect your spouse. If you do not have a will naming your spouse as your beneficiary, the intestacy laws of your state may direct assets to other family members such as parents or siblings. “Intestacy” means dying without a will. Although you may think your spouse will automatically inherit everything you have, that is not necessarily the case. Your spouse will receive a portion of your estate and, if you have children from a prior marriage, they will also inherit a portion. If there are no children, your parents or siblings may receive a portion of your estate, probably not at all what you anticipated or wanted.


Congratulations! You Just Had a Baby


One of the most important decisions you will ever make (besides whether or not to have a baby) is who will take care of your baby if you are gone. If something happens to you, your spouse will become the legal guardian of your child. If something happens to both of you, someone will have to be given the responsibility of raising your child. Wouldn’t you like to be the one to decide just who that someone will be?


The only document that allows you to name a guardian for your baby, if both you and your spouse die, is your will or, in at least one state, a written declaration. Most young parents don’t—or don’t want to—think about this possibility. However, it is a very important matter concerning the well-being of your child, so it’s best to be prepared, just in case.


Supporting and Educating Your Young Children


After you have started a family, you need to protect, support, and educate them. Just as with an infant, you need to be sure you have sufficient insurance or other assets to take care of them if you die before they are on their own.


If you have school-age children, they will need not only a guardian, but also funds for such things as clothing, music or sports equipment, books, field trips, and the like. You might want to consider a fund such as a 529 plan for your children’s education costs. There are many different plans available today, and you should check to see what your state offers. Two possible sites to assist you are: www.collegeanswer.com/paying/content/529_plan_statebystate.jsp or www.savingforcollege.com.


The Children Have Left the Nest


When the children have all gone to college or have moved out of the house, parents’ lives change dramatically. The daily planning associated with teenagers has ended and perhaps been replaced with long-distance telephone bills.
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One of the reasons people don’t prepare when they are in their later years is because they don’t want to make an appointment with a professional to talk about their deaths. Some individuals think talking about death will cause it to happen sooner than if they pretend it won’t happen!





When your children leave home, it is an excellent time to consider your own future. You will probably think more about retirement. This is the perfect time to take a serious look at your estate plan. You are at a point in your life when you have likely accumulated a lot of things and have not had time to evaluate what would happen to these things if you were gone. And, more important, you’ve probably not had the time until now to assess whether you are making the best use of your property and investments. Creating an estate plan will help you do just that.


Entering Retirement


Retirement is the time when most people take a close look at their estate plan. If you have decided to retire, you probably took the time to gather most of the information you needed to evaluate your estate plan. That involved calculating how much money you have, and whether you will have enough money coming in to retire from your job. This is an excellent time to complete the planning process. After all, you’ve already gotten started; why not just finish the job?


After Retirement


Every person during his lifetime has known someone who has died. The stories about the cost, delay, and turmoil are probably the general rule and not the exception. It doesn’t have to be like this. Many times people think they are prepared but, sometimes, when it is too late, the family discovers that the plan was not as complete as everyone thought. Put your mind at rest and do what you can now to ensure a well-organized and comprehensive plan.
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Spending time and funds now to set up your plan can save your family considerable stress, time, and money later. Having no plan may cost your family more than paying a lawyer today. It’s worth the effort to put your plan in place.





Another reason people avoid planning is because it is frustrating and expensive to try to figure out what needs to be done. Others may be concerned that their families may fight over their estate once they’re gone. This book will help address these concerns.


Protecting Your Family


The most important reason for you to plan, regardless of where you are in the cycle of life, is to protect your family. The issues that face you at different points of your life change. For instance, as you mature, there are usually more family members who depend on you. The modern family is more complicated than it was in the old days when Mom stayed home and raised the children, Dad went to work and, after the children left home, Mom and Dad started planning for retirement. This picture has changed dramatically.


Your Spouse


When you think about your spouse, you should consider whether there is anyone who might create difficulties for her or take advantage of her when you pass on. For example, when you are newly married, if something happens to you, it is not uncommon for your relatives to be resentful about what your new bride or groom owns and where the property came from. These disagreements can be about small items that relatives feel belong to them, or about major financial issues. You need to protect your spouse by at least having a will that defines the property that belongs to your spouse and those items that belong to your relatives.
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Oftentimes, people create a plan that leaves all of their property to their spouses, believing that the surviving spouse will take care of the children. Though this may sound reasonable, it may not be the best plan. Your children may put pressure on your spouse and cause tension among family members. The spouse may not act as you thought she would, or your spouse may not be capable of handling finances or family disputes.





If you have been married for a long period of time, it could be your own children who disagree with your spouse’s plans. When this happens, it is usually because your spouse has a soft spot in his heart for one or more of your children. If you have more than one child, you know that your children have different needs. You and your spouse may sometimes argue about what your children should or should not have. These emotional pulls will continue, and often heighten, after you are gone.


You may want to put a plan in place that will help your spouse say no to your relatives and your own children. The more complex your property holdings, the more important it is for you to plan ahead for these contingencies.


Remarriage


If this is a second marriage for you, there are bombshells you might not have expected. There may be children from your former marriage or children from your spouse’s former marriage who can complicate matters. Conflicting interests may emerge after you are gone. Perhaps you avoid putting a plan in place because it is difficult for you to address these competing needs. But just imagine how difficult it will be for your spouse to make important decisions after you are gone if you have left no guidance.
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If you are concerned about who would manage your property and money for your children if something happened to you, you should consider creating a revocable trust. A revocable trust allows you to name a trustee who will manage your property according to the instructions in your trust. See Chapters 11 through 14 for details about trusts.





It is best if you and your spouse can develop a plan together, but if you do put a plan in place without discussing it during your lifetime, at least everyone will learn what you wanted after you are gone. When you are involved in a second marriage, it is imperative that you complete a plan to protect everyone involved—your spouse and your other family members and loved ones.


Your Children


If both you and your spouse pass on and do not leave a plan, your property will be distributable to your children, but not necessarily distributed in the way that you would wish. This could also create tension among siblings.


When you think about what would happen to your property if both you and your spouse were gone (or, if you are not now married but have children), you should think about when your children should receive your property after your death. You should consider the age of your children, their maturity, and whether inheriting all or a share of your property would promote responsibility in them.


If your children are minors and you do not have a specific plan in place, the person who becomes the legal guardian of your children will have control of their money and property. You should think about whether that guardian will make the best financial choices on behalf of your children. If your children are in their twenties or thirties, you should consider whether they will pursue their education if they receive an inheritance (if that is important to you) and whether they will make the best choices. You are going to learn that there are ways you can help preserve your assets for your children’s use and prevent them from wasting those assets, but it takes some thought and planning.
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Leaving funds to a grandchild could cause your estate to owe generation-skipping tax. The calculation of this tax is complex and generally affects gifts to a person two generations younger than you. It is another tax you need to be aware of if you are making gifts to your grandchildren in excess of your annual exclusion. (See Chapter 17 for more about the annual exclusion.)





Your Grandchildren


When you evaluate your property and the needs of your children and your grandchildren, you may want to create a plan that leaves some money or property for the benefit of your grandchildren. Sometimes when you leave a small inheritance for a grandchild, it can have a dramatic impact on her or his future. For instance, you can encourage your grandchild to attend college by setting up a fund that can be spent only for educational purposes. Many states have started prepaid college funds. Some of these state funds require that the child attend a college located in the state where the fund was created. Other states allow the fund to be used in some manner, typically at a discount, in another state. Most funds even allow you to name someone who can use the benefit if the child does not use the funds to attend college. If such funds interest you, check on the availability of a college fund in your state and the limitations that fund may have.


If you want to provide maximum flexibility, you can establish a trust for your grandchildren from which funds are disbursed only for educational purposes. For instance, if one grandchild does not attend college, the funds can then be spent on another grandchild who does want to attend.
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It can be very difficult for your family and loved ones to keep your hard-earned assets if you do not have a plan. You can substantially reduce the costs and save taxes if you are organized and understand what happens to your assets after you are gone.





Protecting Your Assets from Creditors


Protecting yourself from creditors while you are alive is quite different from protecting your family from creditors after you are gone. In most states, if you own or control property, your creditors can access your property to pay outstanding bills. Of course, there are exceptions to this rule in every state. Some states protect your home from creditors while others protect certain types of investments. Almost all states protect your retirement plan.


As you will learn in later chapters, after you are gone, it is a different game. You can create trusts that will give your family the benefit of the income from your property and even distributions of the property itself, and the trusts will keep creditors from touching that property. If asset protection is important to you, read the chapters in this book that discuss trusts so you will have an understanding of them. Then you should organize the information concerning your assets and make an appointment with an asset protection lawyer who can answer specific questions regarding your state’s laws.


Avoiding or Reducing Probate Costs


Most people don’t understand that, even if you have a will, your family most likely will need to go through the probate process to distribute the property you owned. However, having a will reduces the cost of probate because it provides instructions about how your property should be distributed. If you don’t have a will, your state law will govern who gets your property.


There are certain things you can do to save taxes and avoid the cost and delay of probate, but you must plan for it. The key is to understand the options, and then you will be in a position to make the right choices for your family. Chapters 4 and 5 will delve deeper into the probate process but, for now, keep in mind that this is one way in which your careful planning and preparation will come into play.


Reducing Taxes


Believe it or not, to protect your family and loved ones, you will need to concern yourself with the issue of taxes after your death. Primarily, you will want to focus on income taxes and estate taxes, but there are also gift and generation-skipping taxes if you leave a bequest to your grandchildren.
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Avoiding probate does not mean you won’t owe income, gift, generation-skipping, state, or estate taxes. You might owe any or all of those taxes depending on your plan and the size of your estate.





The rules about income taxes on property that is received by someone when you die are very tricky. One small mistake can cost your family thousands of dollars, and perhaps hundreds of thousands. The rules about what property is subject to income tax and how you can reduce or eliminate that tax by owning your property in a different way are complicated but rewarding. Don’t panic; you will learn these income tax rules and get tips on how you might create a plan to minimize the income tax consequences to your family and in many cases even eliminate income taxes on inherited property.


The laws about taxes that are owed on your estate are complex. But like most topics that are complex, if the presentation is broken down into bite-sized pieces and you are given examples about how each piece works, you can understand estate taxes and create a plan to minimize those taxes or avoid them altogether.
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If you hire a lawyer to draft documents to eliminate or reduce the federal estate taxes, you may pay what you consider to be substantial lawyer’s fees in the process. But when you are organized and understand the tax rules yourself, you can reduce the time and expense of a lawyer. You will more than likely reduce expenses for your family, and you will be reassured that your plan is properly executed.





When you understand how you need to prepare—the decisions you need to make and the possible solutions—it reduces the cost of having to get something fixed. Each chapter in this book is designed to teach you rules that would cost $250 to $300, or more, per hour to learn from a lawyer. Even if or when you hire a lawyer to prepare your documents, being educated will save an enormous amount of time and money.


Leaving Your Legacy


A well-designed plan can make your dreams live on even after your death. If you don’t have a plan, your family might not know what your dream was. Or even if the dream was known, it may not be realized because a big chunk of your money and property is being spent on legal fees and taxes that could have been saved if you had understood the rules and had a plan in place.


Wills, trusts, probate, annuities, and retirement plans are all tools you can use to leave your own legacy—for your family, friends, and possibly your community. You will soon learn what tools you have to work with and how to use them to their maximum effect. While some of these tools are designed to help after you are gone, some of them will help you accumulate or retain more while you are living. Learn the rules, and let your dreams live on!




CHAPTER 2


Preplan Prerequisites


Becoming familiar with the rules and what strategies are available to you during the preplanning stages will save you and your loved ones a substantial sum of money. More important, you will be able to rest assured that you have found a plan that both carries out your wishes and protects your loved ones after your death.


Know What Is Available


Before you can create a plan that will provide for your family and loved ones, you need to know what types of documents and legal arrangements are available to you. Some documents are easier to create now, but are more expensive for your family and loved ones after you are gone. Other documents are more challenging to create now, but will save your family and loved ones a substantial amount of money as well as hassle.


There are four ways you can pass property to your loved ones: a will, a trust, joint property, and certain types of contracts. Each of these documents or legal arrangements has advantages and disadvantages.


Start with a Will


A will is the easiest and cheapest estate planning document to prepare. Most people can create their own will without hiring a lawyer. After you are gone, your will must be probated. Probate is a process whereby your loved ones must petition the local probate court, open a probate file, administer the property pursuant to your state’s probate code, and then distribute the property.




[image: ]


By becoming familiar with estate planning, you can reduce the need for a lawyer by doing most of the work yourself. The average attorney charges $250 to $300 per hour. If you save your lawyer ten hours of time, you have saved $2,500 to $3,000!





Because of the complexity of the probate process, it is almost impossible for a family to probate a will without hiring a lawyer. Each state has its own detailed court rules and forms required to effectively probate a will and close an estate.


The Document for Young Families


A will may be the document of choice for a young family for several reasons. The first reason is that, in some states, a will is the only document that allows you to name a guardian for your minor children. It is not necessary to name a guardian if there is a natural parent living. However, if both natural parents are gone, a will gives you the opportunity to choose the person or persons you would like to raise your children.
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Most states require a will to name a guardian, but at least one state allows a written declaration designating your preferred guardian. If you do not wish to complete a will but are concerned about having a guardian for your minor children, check the laws of your state to see whether a written declaration is allowed or whether you must have a will.





If you do not have a will, and both natural parents are gone, the probate court will conduct hearings to determine who should serve as the legal guardian of your minor children. A person who petitions the court to serve as legal guardian may not be the person you would have chosen had you prepared for this eventuality in advance. If this thought scares you, keep in mind that it is very difficult for someone to contest your choice of a guardian when you name that person in your will.


The second reason a young person or family might choose to have a will rather than other legal arrangements is because a will is easy and inexpensive to prepare. A young person is less likely to die than is someone older. Even so, in the unlikely event of a premature death, it is important that your instructions be contained in a legally binding document. Every state has a law that directs how your property will pass if you die without making a will, and this distribution may not fit with your intentions.


Uncomplicated Affairs


If you are older, you may choose to have a will because your affairs are not complex, but you want to make sure that your property passes to the loved ones of your choice. Although there may be some costs in distributing your assets when you are gone, a will is an excellent estate planning document.
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A disadvantage to using a will is that there are additional costs and delays associated with going through probate. However, if you have a will, at least you have left instructions about how you want your property distributed, and the probate court will make sure those instructions are carried out.





Consider the Advantages of a Trust


Why would you have a trust instead of or in addition to a will? As with a will, property in a trust will be distributed according to the instructions you place in the document. But the added bonus is that your loved ones will not have to use the probate process, saving them considerable time and expense. You may also choose to have both a will and a trust to handle different aspects of your estate.


Establish a Management Plan


You may decide to use a trust because you don’t want your property distributed immediately when you are gone. Creating a trust allows you to establish a management plan for your family. Assets in a trust are distributed according to a schedule that you specify.


There are many reasons why you might not want your property distributed right away. You may be concerned that your spouse is not capable of managing the property or, if both you and your spouse are gone, your children may be too young to receive your property. You may not want the legal guardian of your children to have control of your property. Or perhaps you are worried that your children’s creditors or spouses will try to lay claim to your property when you are gone. A trust allows you to protect against all of these risks. In a later chapter you will learn how to create a trust and will find that the document is easy to modify when necessary.


Choose the Trustee


Many people think you have to involve a bank in order to have a trust. This is not true. You can serve as trustee while you are living but name a family member or other loved one to serve as trustee after you are gone. A bank needn’t be involved unless, of course, you want one to be.


You can place instructions in the trust document that will guide your trustee on how to manage your property. The instructions can be very flexible, granting a trustee the power to distribute property when the trustee feels it is appropriate, or the trust document can set out very specific instructions that must be followed.
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If your estate is subject to federal estate taxes, you will probably want to consider using a trust. A trust may well reduce the taxes owed by your estate. Trusts are extremely flexible legal documents. There are a few more steps involved to create the trust, but the savings may be considerable when your estate is being closed. Chapters 11 through 14 will cover trusts in more detail.





Appreciate the Convenience of Joint Property


Owning your property in joint name with another person is also a simple estate plan. The primary advantage to owning property in joint name is that title passes automatically to the surviving joint tenant when you die. This means your joint tenant doesn’t have to hire a lawyer to probate your property after your death. This method of passing property is especially useful for unmarried partners, who do not have the benefits a married couple enjoys.


Many parents put a child’s name on property. For example, they may add a child’s name to a bank account. This is often done for convenience, to allow that child to assist with bill paying and banking. However, let’s say the parent has a will that says, “Divide all of my property equally among my children.” The parent thinks the will controls and overrides joint property rules. That is not true! The joint property, in this case a bank account, belongs only to the child whose name is on the account. You might believe or hope that the child named on the account would divide the property with his siblings, but that is not always the case. You need to be careful in creating a joint tenancy.
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It is important for you to understand that your will has absolutely no effect on who receives property that is held in joint name with you and someone else. The property automatically passes to the joint tenant. A major disadvantage to owning property in joint name can be liability for increased income taxes and possibly estate taxes that could have been avoided through careful estate planning.





Understanding Contractual Arrangements


Many people think that all their assets will be divided in equal shares among their children if they have a will or a trust that says, “I hereby leave all of my property in equal shares to my children.” Unfortunately, that may not be what will happen. A will or a trust has no effect on how certain types of property are distributed. There are several types of property that pass according to the terms of the contract and are not affected by your will.




	Life insurance



	Annuities



	IRAs and retirement accounts



	Certain business contracts



	Pay-on-death contracts






Life insurance and annuities are paid to the person you named as a beneficiary when you purchased them. Both of these types of property are paid according to the terms of the contract. Sometimes people have the same misunderstanding about life insurance and annuities as they do about joint property. People tend to think that a will or a trust controls all of their property. You will find as you proceed through the process of planning that you need to evaluate how each piece of property, including life insurance and annuities, will be paid when you are gone.
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You may want to consider a “pay-on-death” arrangement for a bank account or your stocks. In these arrangements, the proceeds are transferred immediately to the person named in the document. The person named on the account has no right, however, to the asset until your death.





IRAs (Individual Retirement Arrangements) and other retirement accounts also are paid to the person you named as a beneficiary. Your will or trust will have no effect on who receives those benefits. Also, more complex business contracts for partnerships and corporations often have buyout provisions that will control and cause the partnership or corporate stock to be excluded from the probate process.


Make Your Wish List


Before you can create your plan, you need to know what you’re working with. Buy a three-ring binder or notebook, a set of divider tabs, a package of three-hole-punch paper, a pencil, a pencil sharpener, and an eraser. These are the supplies you will need to create your plan. A three-ring binder or notebook is important because you will likely add or remove sheets of paper quite often. Your plan will be divided into categories and organized in a way that will help you make the best decisions.


Who You Wish to Include in Your Plan


The first tab of your notebook will be used to define who will be part of your plan. On one sheet of paper, list everyone you want included—your spouse or partner, children, grandchildren, parents, siblings, friends, and perhaps a charity or your community. Then, make a separate sheet of paper for each person or entity to whom you plan to leave property. Write down all of the basic information about each person on the separate pieces of paper, including the person’s full legal name, relationship to you, birth date, Social Security number, address, telephone number, and e-mail address.


Who you include in your plan may change as you continue through the planning process. Circumstances also may change for your loved ones. You may find yourself using that eraser to eliminate a name from the master list, or adding a sheet of paper for someone you forgot.
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Making decisions about your property is like playing a game. Each piece of paper that describes your property can be moved around as if the property were on a game board. The important part of the game is to match your property to the right person at your death.





The reason you want to use a separate piece of paper for each person or entity is because you are going to create a miniplan for each, allowing you to make notes or record any special needs. You will also have to decide what happens to that person’s share if she dies before you do. Should her share go to her children, your siblings, or another person? Create a flow chart for each person’s share.


What Are Your Assets?


The next tabs in your notebook should be used to summarize and describe your property. Make a separate tab for each category of property you own, such as:




	Real estate



	Stocks



	Bonds



	Mutual funds



	Life insurance



	Retirement accounts and annuities



	Bank accounts



	Business ownership or share






Each piece of property gets its own sheet of paper. List the value of the property, the amount of debt against the property, what you paid for the property, and the cost of any improvements you have made. This core information is important to help you make decisions about the property. You don’t need to have your property appraised. A fair estimate of the value of the property is typically sufficient to begin your plan.


Once you have all the information down, you will learn to analyze it in various ways. This will not only help you decide how you are going to distribute your property, but it will also help you make critical decisions about the income tax results and the estate and gift tax consequences of your choices.


Where, When, and Why


Now you can think about where, when, and why. The decisions you make about one or more pieces of your property may change when you start thinking about the needs of your loved ones, the practical ramifications of what your loved ones would do with your property, and the tax consequences associated with your choices.
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For fun, keep track of the number of hours you spend getting organized and making basic family decisions. Then figure out how much it would have cost if you had paid a lawyer to gather the information about your family and your assets. Multiply the number of hours by $250 to $300 per hour and be pleased about the money you saved!





For example, assume you own a vacation cottage. You recorded the value of the cottage, what you paid for it, and the cost of any improvements made, and you placed this information in your notebook. Now, on the same piece of paper, list the annual operating costs, such as utilities, taxes, and normal upkeep of the cottage.


When you start asking yourself who should receive your cottage and why, your initial decision about the cottage might change. Let’s say you started the planning process thinking you would divide all of your property equally among your children. But when you focus on the information you have about the cottage, you realize how difficult it would be for your children to own the property together. You should think about who is going to pay the bills, who will maintain the cottage, and whether one child will use the cottage more than another. Your children may fight over whether or not the cottage should be sold. Maybe your children are too young to maintain the cottage. Perhaps one child is better equipped to own the cottage. You are now beginning to analyze not only who and what, but where, when, and why as well.


When you take all of the sheets of paper representing the property you own and lay them out on the table, it may make more sense to leave your personal residence to one child, your cottage to another, and to divide the investments among the remaining children. Your children’s needs and what they are capable of managing often differs quite a bit among them. It could be a mistake to leave equal percentages to all your children.
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The biggest misconception about wills is that most people think that if you have a will, there will be no probate. This is not true. In order to avoid probate, you need to have documents in place other than a will, such as a trust or jointly owned property.



OEBPS/OEBPS/images/sign.jpg
ebonak S. Loglor





OEBPS/OEBPS/images/logo.jpg
A cdoms:c

My M skas





OEBPS/OEBPS/images/iii.jpg
L
‘E/

0
QUESTION? FACTS ALERTS!

Answers to Important srippets Urgent Quick
common questions ‘of information wamings handy tips






OEBPS/OEBPS/images/fact.jpg





OEBPS/OEBPS/images/everything.jpg
VERYTHIE





OEBPS/OEBPS/images/essential.jpg





OEBPS/OEBPS/images/cover.jpg
VERYTHIN

WILLS & ESTATE

PLANNING
—BOOK—

20D EDITION

Professional advice to
safeguard your asset:

provide secu rour family |-

DEBORAH §. LAYTON









OEBPS/OEBPS/page-template.xpgt
 

   
    
		 
    
  
     
		 
		 
    

     
		 
    

     
		 
		 
    

     
		 
    

     
		 
		 
    

     
         
             
             
             
             
             
             
        
    

  

   
     
  





OEBPS/OEBPS/images/arrow.jpg





OEBPS/OEBPS/images/alert.jpg





