




MAKING YOUR MONEY WORK FOR YOU

Maybe you’re thinking it’s time to review your investment strategy and make the most of the money you 
have today. Maybe you’ve already built a financially successful retirement egg and want to protect what 
you’ve built. Or maybe you need to bulk up your earnings to ensure your family’s future. 

Welcome to money for grown-ups. Where do you turn for credible 
information?

Dedicated to helping you protect your assets, stretch your dollars, and bolster your longterm security, 
AARP can offer you powerful solutions. Whatever your strategy for managing money, we’ve got 
suggestions that will help – from saving money on that next big purchase to planning your charitable 
giving. If you’re taking your job to the next level or building up a second career, we’ve got strategies that 
will help you make your mark.

You may think your money — or your financial advisor — should be working harder for you. You may be 
watching market trends and seeing new opportunities. And, of course, you want to protect yourself and 
your loved ones from scams and data breaches. We can give you the support you need.

And turn to us for fun, too. (Is it time for that car, that trip, that weekend home you’ve always wanted?) 
Because that, too, is what this time of your life is about.

AARP is a nonprofit, nonpartisan membership organization that helps people  
50 and older improve their lives. For more than 50 years, AARP has been serving 

our members and society by creating positive social change. AARP’s mission 
is to enhance the quality of life for all as we age; lead positive social change; 

and deliver value to members through information, service and advocacy. This 
information in this book is for educational purposes and does not constitute 
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xiv INTRODUCTION

What does it take? Although you may already have accumulated a sizable
estate and feel comfortable handling your investments, chances are you haven’t
paid sufficient attention to estate planning. This is the reason we wanted to
write this book. The purpose of J.K. Lasser’s New Rules for Estate and Tax
Planning, Fourth Edition is to make certain that you have taken steps to make
sure your estate is in order and that you have a specific strategy in place. Whether
you are just getting your financial feet on the ground or you are a millionaire
many times over, this book offers valuable strategies you can use today and in the
future.

As you read this book, we encourage you to keep your parents’ situation in
mind because some of the more advanced strategies may be more appropriate
for them than for yourself. You may want to discuss these issues with them
or lend this book to them. After all, you should all share the goal of maximiz-
ing the amount of money that you can transfer to your heirs and charitable
organizations.

The book begins with an overview of the most important aspects of the 2010
Tax Relief Act. You will be able to use this chapter as a reference tool for
reviewing significant estate and income tax laws affecting you.

Next, you will need to assess the adequacy of your current estate plan.
What is the value of your total estate? You will learn how to determine your
estate net worth. This is vital because knowing its value will let you define the
resources available to your family to provide for their income needs should you
die prematurely. You will also be able to determine approximately how much in
estate taxes your heirs might owe.

It is also important to assess whether you are on track toward retirement—
are you accumulating enough investment assets to provide you with a worry-free
retirement? Studies indicate that the average working American is saving less
than one-third of what he or she needs to have enough assets to maintain the
same lifestyle during retirement. In many cases, this shortfall will be made up
from inheritances. If you find out that you’re lagging behind, this book will help
you figure out how much you need to be investing to get on track, and you’ll
learn how to devise an appropriate investment plan.

Another key aspect of estate planning is, of course, having a will. Research
indicates that as many as 80 percent of adult Americans either don’t have
a will or their will is out-of-date. If you fall into this group, you should stop
procrastinating. It really does matter if you die without a will! We’ll outline
the perils of dying without one. The resulting chaos will surprise you. You’ll
learn how to prepare yourself so that you can minimize the time and expense of
working with an attorney.

The use of trusts is a vital part of most estate plans. You can use them
to protect your children from themselves, to protect you from possible future
creditors, or to save on income and estate taxes. These are powerful weapons
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in the war to protect your assets for yourself as well as future heirs. It is our
experience that many people carry large amounts of life insurance, including
their employer’s group life. Utilizing some type of trust is often an invaluable
estate planning tool. You’ll learn about the irrevocable life insurance trust,
living trust, and other types of trusts.

Many of you face the difficult task of funding your children’s education. You’ll
learn how to effectively use qualified tuition plans and education individual
retirement accounts as well as custodial accounts and minors’ trusts. You’ll also
learn about how grandparents can be willing partners in assisting with your
children’s educational expenses.

If you are interested in providing financial support to a religious organization,
an educational institution, or a favorite charity, you’ll gain insights on the best
ways to maximize the effectiveness of your donations. Often, gifts to tax-exempt
organizations can solve a financial dilemma such as how to convert low-basis
non-income-producing property into income-producing property while avoiding
a large tax bill.

Once you have accumulated enough assets for your retirement years, you
may want to shift your focus to transfer strategies for your children and other
heirs. We’ll outline strategies that will allow you to transfer to heirs significant
wealth at a fraction of its market value while maintaining control of your
property.

People who own a family business or farm often face a perilous future; this
is especially worrisome because many of these individuals desperately want to
ensure that the business or farm remains in the family so that it can be continued
by future generations of family members. Obstacles to this goal include estate
taxes and lack of liquidity. The solution is a well-developed transition plan,
which is also fully explained in this book.

In today’s litigious society, many people fear the threat of a lawsuit that
results in financial ruin. Feeling helpless, we may cross our fingers and hope it
does not happen to us. A preferable approach is to be proactive. If you consider
yourself a likely target, you can do many things to protect your assets. Some
solutions are as simple as transferring assets to a spouse who is less at risk.
Other solutions include the use of trusts, family limited partnerships, and even
more exotic options such as domestic or foreign asset protection trusts. For
entrepreneurs, we extensively review the pros and cons of the various entity
choices you have for operating your business.

As you develop and implement your estate plan, you’ll almost certainly need
the assistance of a qualified professional. Finding the right person, someone who
is truly qualified, can be a daunting task. It is one of the reasons many people
fail to establish their estate plan. To help support you with this process your
coauthors will gladly help you find an advisor to assist you with your needs. In
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Appendix A are tips on how to get the most out of your advisors while minimizing
their fees.

As Americans, our limitations are constrained only by our own imagina-
tion, our willingness to take time to develop an appropriate strategy, and the
self-discipline to execute our game plan. Picking up this book is an essential first
step. Carefully reading it and implementing the strategies most appropriate to
your situation will enable you to take a giant leap toward taking charge of your
financial destiny. May God smile on your journey.

Stewart H. Welch III, CFP R©, AEP



CHAPTER 1

Tax Relief,
Unemployment Insurance
Reauthorization, and Job
Creation Act of 2010

President Obama signed the Tax Relief, Unemployment Insurance Reautho-
rization, and Job Creation Act of 2010 (2010 Tax Relief Act) on December

17, 2010. With many tax provisions originally enacted under The Economic
Growth and Tax Relief Reconciliation Act of 2001 set to expire or already ex-
pired, the 2010 Tax Relief Act was a necessity. Taxpayers needed stability,
and Congress reached a compromise tax legislation bill with the 2010 Tax
Relief Act.

Like previous tax acts, unfortunately, the stability will be short lived. Most of
the provisions in the 2010 Tax Relief Act will, once again, expire after December
31, 2012. Therefore, we can expect a new tax act to be discussed, negotiated,
and enacted sometime in late 2012. In the meantime, taxpayers should become
familiar with an overview of the 2010 Tax Relief Act and its effect on income
tax provisions, business tax provisions, education incentives, and transfer tax
provisions.

Without a new tax act in 2012, income tax rates will rise, estate tax rates
will rise, gift tax rates will rise, and generation-skipping tax rates will rise.
Undoubtedly, these potential tax increases will become the subject of the 2012
election season. In 2012, there will be a presidential election and many seats
in Congress will be up for re-election. Therefore, we can expect great debate
on the future of our tax system as we approach the end of 2012. This debate
will lead to some type of tax act that will likely be effective on January 1, 2013.
Therefore, it will be important to remain in contact with your tax advisors to fully

1



2 TAX RELIEF, UNEMPLOYMENT INSURANCE REAUTHORIZATION

understand how the inevitable 2013 tax act will affect you. In the meantime, a
short window exists for planning opportunities that will be discussed throughout
this book.

Marginal Ordinary Income Tax Rates
Without the provisions of the 2010 Tax Relief Act, the marginal income tax rates
were set to increase on January 1, 2011. The increase would have applied to both
ordinary income tax rates and capital gains tax rates. Therefore, at the end of
2010, many taxpayers were contemplating transactions which would accelerate
income tax recognition into 2010 since tax rates were set to increase on January
1, 2011. However, the 2010 Tax Relief Act extended the 2010 ordinary income
tax rates and capital gains tax rates into 2011 and 2012.

Prior to enactment of the 2010 Tax Relief Act, the Obama Administra-
tion had pledged no new taxes on middle-class Americans. A similar pledge
was not made for wealthy Americans. As a result of negotiations and com-
promise, the 2010 income tax rates were extended for all taxpayers, not
just middle-class Americans and individuals making less than middle-class
Americans. See Table 1.1 for a complete review of the schedule for joint and
single tax filers.

Although the 2010 Tax Relief Act extended the income tax marginal rates,
the predictability of income tax rates is somewhat short-lived. If Congress takes
no action before January 1, 2013, the income tax rates will return to 15%, 28%,
31%, 36%, and 39.6%. Therefore, it is expected that many taxpayers will, again,
consider acceleration of income tax recognition events into late 2012 unless
Congress takes action before then that will address income tax rates starting
on January 1, 2013.

TABLE 1.1 Schedule of Reduction of Individual Income Tax Rates

$17,001– $69,001– $139,351– $212,301–
Year $0–$17,000 $69,000 $139,350 $212,300 $379,150 $379,151+

Joint Filers

2011–2012 10% 15% 25% 28% 33% 35%

$8,501– $34,501– $83,601– $174,401–
Year $0–$8,500 $34,500 $83,600 $174,400 $379,150 $379,151+

Single Filers

2011–2012 10% 15% 25% 28% 33% 35%
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Capital Gains Tax Rates
The Jobs and Growth Act–2003 provided significant capital gains tax re-
lief. The law immediately dropped the maximum net capital gains rate by
5 percentage points from 20 percent to 15 percent. The 10 percent capital gains
rate for lower-income taxpayers fell to 5 percent. The lower rates are expected
to continue through December 31, 2012.

Tip

Review all assets where you have a long-term capital gain to determine if it is
advisable to sell before the current capital gains tax (15% federal) reverts back
to the old capital gains tax rate of 20% (January 1, 2013).

The 2010 Tax Relief Act also reduced the employee portion of social security
taxes from 6.2% to 4.2%. This change is only in effect for 2011. The 2010 Tax
Relief Act did not change the employer portion of the social security tax.

For self employed individuals, the 2010 Tax Relief Act reduced the self
employment taxes from 12.4% to 10.4% for earned income in 2011 (no changes
were made for post-2011 years).

Educational Provisions
The Tax Relief Act that was enacted in 2001 introduced many tax benefits for
implementing an educational savings plan. With respect to the 2010 Tax Relief
Act, additional benefits were enacted by extending the American Opportunity
Tax Credit for Higher Education Expenses through 2012. This tax credit applies
to all four years of an undergraduate college education. The amount of the tax
credit is generally 100% of the first $2,000 in qualifying educational expenses. An
additional 25% of the next $2,000 in qualifying educational expenses is allowed.
The maximum credit is $2,500 (which assumes $4,000 in qualifying educational
expenses). Qualifying educational expenses include tuition and related course
materials, such as books, software, and lab supplies.

Education IRA
Under prior law, you could make a nondeductible contribution of up to $500
per year to an Education IRA, more commonly known as Coverdell Education
Savings Accounts. Your earnings grew tax-free and the distributions, when used
for qualified educational expenses, were taxed at the student beneficiary’s tax
bracket. While this Education IRA was beneficial, it was only a partial solution
to the problem of funding today’s education costs.



4 TAX RELIEF, UNEMPLOYMENT INSURANCE REAUTHORIZATION

The Tax Relief Act of 2010 extended the benefits of the Coverdell Education
Savings Accounts that were enacted by the Tax Relief Act of 2001. The most
significant provisions of the benefits that were extended include the following:

• Increased the contribution limits from $500 per year to $2,000 per year.

• Provided that distributions, when used to pay for qualified education ex-
penses, would be tax-free.

• Allowed tax-free withdrawals for elementary (including kindergarten) and
secondary public, private, and religious school tuition and expenses.

• Included tuition, room and board, tutoring, uniforms, extended day program
costs, computer technology hardware and software, Internet access, and
special needs services for special needs beneficiary as qualifying expenses.

• Allowed HOPE Scholarship Credit and Lifetime Learning Credit for other
expenses.

• Extended the time in which the contribution can be made to April 15 of
the following tax year.

• Phased out your ability to contribute to an Education IRA above certain
income levels. The 2010 Tax Relief Act extended the phase-out range
for joint filers with adjusted gross income (AGI) of $190,000–$220,000.
Also extended was the phase-out range for single tax filers with AGI of
$95,000–$110,000.

The Coverdell Education IRA still provides a significant incentive to prefund
education expenses. However, the $2,000 contribution amount is scheduled to
drop to $500 after 2012. Unless the law is changed before that time, it is expected
that Education IRAs will be a less attractive way to save for college expenses.

Tip

If you would like to make a contribution to an Education IRA for your child but
you do not qualify because your AGI is too high, consider having your child
contribute to his or her own account. Unlike other IRAs, a person does not have
to have earned income to contribute to an Education IRA nor is there a
minimum age requirement.

Section 529 Plans
While the 2010 Tax Relief Act did not modify the existing rules for Section
529 plans, because Section 529 plans have become a very flexible and taxpayer
friendly way to save for education, we would like to retain the discussion of
Section 529 plans in this new edition of the book.
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WHAT IS A SECTION 529 PLAN?

A Section 529 plan is a program that allows individuals to (1) purchase tuition
credits or certificates on behalf of a designated beneficiary, entitling the ben-
eficiary to a waiver or payment of the beneficiary’s higher education expenses;
or (2) make contributions to an account that is established for the sole purpose
of meeting qualified higher education expenses of the designated beneficiary of
the account.

PLAN CONTRIBUTIONS

A Section 529 plan may only accept contributions in the form of cash and not
in property. However, a Section 529 plan may accept payment by check, money
order, credit card, or other similar methods.

There are no limits as to the amount of money that can be contributed
to a Section 529 plan (unless limited by the plan sponsor); however, there
are penalties for distributions not used for qualified education expenses. Most
important, unlike the Education IRA, there are no income phase-out rules that
prevent high-income taxpayers from contributing to a Section 529 plan.

TAX-FREE GROWTH

Earnings in a Section 529 plan grow tax deferred until distributions are made,
at which time the distributions are tax free if used to pay qualified education
expenses. For example, suppose you and your spouse contributed $100,000 to
a Section 529 plan on behalf of a one-year-old grandchild. This $100,000 would
grow tax-free until such time as it is distributed for higher education expenses,
presumably beginning at the child’s age 18. If your plan sponsor averaged a
9 percent return, the account value would exceed $400,000 by the time you are
ready to begin drawing funds for your grandchild’s college. When the funds are
then used to pay for qualified education expenses, there will be no income taxes
due on those distributions. Qualified higher education expenses include tuition,
books, supplies, equipment, fees, expenses for special needs services, and room
and board (within certain limits). The amount of qualified higher education
expenses is reduced by scholarships and amounts paid by the beneficiary or
others that qualify for the HOPE Scholarship or Lifetime Learning Credits.

Tip

If you are currently using a Uniform Gift to Minors Account (UGMA) or a Uniform
Transfer to Minors Account (UTMA) as a funding vehicle for your child’s
education, consider the Section 529 plan or an Education IRA instead. By doing
so, you’ll not only avoid current taxation on earnings (remember the so-called
kiddie tax?), but distributions used for education expenses will be tax-free.



6 TAX RELIEF, UNEMPLOYMENT INSURANCE REAUTHORIZATION

PENALTIES ON NONQUALIFIED DISTRIBUTIONS

If distributions from a Section 529 plan are not used for qualified education
expenses, a 10 percent penalty is imposed on the recipient of the funds. In
addition, the earnings portion of the distribution is subject to ordinary income
taxes. Usually, the tax will be triggered when distributions exceed the educa-
tional expenses of the designated beneficiary. According to some states’ plans,
any funds not distributed prior to the beneficiary attaining the age of 30 will
be deemed a nonqualifying distribution (some exceptions apply for a special
needs beneficiary). Exceptions to this penalty apply for payments made due to
the beneficiary’s death, disability, or receipt of a scholarship.

INVESTMENT OPTIONS

One potential downside of Section 529 plans is that you are unable to direct
the investments of the plan. The investment accounts are operated as blind
pools where you have no input over specific investment decisions. Most plan
sponsors do, however, indicate the general investment approach they use. Often,
contributors have the ability to select from a variety of investment strategies,
with some Section 529 plans offering as many as 10 options. An important
feature added under the old Tax Relief Act–2001 is the ability to switch from
one state-sponsored program to another every 12 months. This significantly
increases your ability to change your broad investment strategy to meet your
particular needs.

GIFT TAX CONSEQUENCES

A contribution to a Section 529 plan is considered a completed gift from the
account owner to the designated beneficiary at the time of the contribution and
is thus eligible for the annual gift tax exclusion (currently $13,000 or $26,000 in
the case of a joint gift by spouses). If the contribution exceeds the annual gift
tax exclusion, the amount not exceeding five times the current annual exclusion
may be applied pro rata to annual exclusions over five years.

For example, you could make an initial contribution of $65,000 for each
designated beneficiary without incurring gift tax liability for the contribution.
The $65,000 contribution would be treated as if you made a $13,000 contribution
in each of the next five years. Note that this presumes that no other gifts are
made to the beneficiary during this five-year period. Any additional gifts would
be subject to gift taxes. However, because the annual exclusion amount is
indexed for inflation, this amount could increase in future years. Married couples
can join together in making gifts, thus increasing the potential contribution to
$130,000 without incurring gift taxes.

ESTATE TAX CONSEQUENCES

Even though the donor retains the right to change the designated beneficiary
(to another member of the donor’s family) and to receive distributions from
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the account if no other person is designated, funds invested in the Section 529
plan are not included in the donor’s gross estate unless the funds are in fact
returned to the donor. Thus, once you contribute an amount to a Section 529
plan, that amount is out of your estate(s), as is the future appreciation on that
amount. However, if a contribution exceeding the annual exclusion is applied
pro rata to the annual exclusion over five years but the donor dies before the
fifth year, that portion of the contribution that has not yet been applied to the
annual exclusion for the years following the donor’s death will be included in
the donor’s estate.

For example, suppose Mr. Leonard contributes $65,000 to a Section 529 plan
and elects to have this applied pro rata over the next five years to the annual
exclusion. Furthermore, assume Mr. Leonard passes away in the fourth year
following the contribution. The amount of the annual exclusion to be applied in
the fifth year ($13,000) would be brought back into Mr. Leonard’s estate.

Tip

Creditor Protection for Section 529 Plans?
Funds held in a Section 529 plan may be subject to the claims of creditors

and divorce proceedings. Typically, state law will prevail. If you are concerned
about creditor protection, consider using a Section 529 plan sponsored by a
state that has strong creditor protection laws.

For more information on Section 529 plans go to the Resource Center at
www.welchgroup.com; then click on “Links”.

SOME FINAL THOUGHTS ON SECTION 529 PLANS

Note that under the Section 529 plan, you are able to change your beneficiary.
This is important because one child may choose not to attend college or may
attend a relatively inexpensive college while another child may attend a very
expensive college. A Section 529 plan allows you to move your funds around as
needed. The former Tax Relief Act–2001 included “cousins” in the definition
of family member. However, be sure to check the applicable plan’s rules and
restrictions for changing beneficiaries.

2010 Tax Relief Act—Miscellaneous Provisions Relating to Education
Several other provisions of the 2010 Tax Relief Act are worth noting:

• Employers can still offer education assistance programs providing up to
$5,250 per year for an employee. The payment is deductible by the employer
and not includable in the income of the employee. Undergraduate and
graduate courses qualify, and the courses do not have to be related to the
employee’s job-related field. This benefit is extended through 2012.
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• The 2010 Tax Relief Act continues to allow for deductibility of stu-
dent loan interest of up to $2,500 (with phase-out limitation) through
2012.

Business and Corporate Tax Relief
The 2010 Tax Relief Act extended certain business and corporate tax relief
provisions that were previously enacted by the 2001 Tax Act and the Jobs and
Growth Act of 2003. For business property placed in service in 2011, the business
taxpayer can immediately deduct (rather than depreciate) up to $500,000 under
Section 179 of the Internal Revenue Code.

For certain new property (instead of used property that may be new to the
business), there may be an available 100% bonus depreciation depending on the
type of property involved. This deduction is scheduled to end after 2012.

Estate, Gift, and Generation-Skipping Transfers
The 2010 Tax Relief Act provided sweeping changes to the estate, gift, and
generation-skipping tax system. (See Table 1.2) The former 2001 Tax Relief Act
repealed the estate and generation-skipping taxes for 2010. Prior to 2010, it
was unclear whether the one-year repeal would take place, and if it took place,
whether it would be extended for additional years. The 2010 Tax Relief Act
confirmed that the estate and generation-skipping taxes were, in fact, repealed
for 365 days during 2010. However, the estate and generation skipping taxes
were reenacted on January 1, 2011, and, along with the gift tax, they became
unified with a uniform $5 million exemption and a maximum tax rate of 35%.
Uncertainty remains a planning hurdle in the transfer tax arena because the
provisions of the 2010 Tax Relief Act are only in place until December 31,
2012. At that time, if Congress does nothing, the transfer tax laws will revert to
pre-2001 provisions.

While the 2010 Tax Relief Act did provide some certainty with respect to
a potential estate tax liability, uncertainty still exists for deaths occurring
after December 31, 2012. The uncertainty is highlighted by the question in the
following box.

Under the 2010 Tax Relief Act, what amount of federal estate tax will be owed
on an estate of $5,000,000?

a. $675,000

b. $0

c. $2,045,000
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TABLE 1.2 Potential Estate (Death) Tax Savings under Tax Relief Act–2001 as Compared
to Death in 2011 and 2012

$5 Million $10 Million $20 Million $50 Million
$100

Million
Estate Estate Estate Estate Estate

2011–2012 $0 $1,750,000 $7,000,000 $15,710,000 $33,250,000

2013 tax $2,045,000 $4,795,000 $10,654,200 $27,154,200 $54,654,200

Savings $2,045,000 $3,045,000 $3,654,200 $11,444,200 $21,404,200

The 2013 data assumes Congress allows the 2010 Tax Relief Act to ‘sunset’ and revert back to prior tax law.

Give up? The answer is that both (b) and (c) are correct! The answer b, is
correct if you die in 2011–2012. The answer c is correct if you die in 2013 and
the exemption reverts to $1.0 million. We hope you are beginning to see the
importance of carefully developing your estate plan.

Please don’t misunderstand, the 2010 Tax Relief Act does provide potentially
significant tax relief, assuming that death occurs prior to January 1, 2013.
Table 1.2 illustrates the estate tax savings under current law versus what taxes
will be if the current law reverts to prior law on January 1, 2013 under the
sunset provision.

Following is a list of select provisions that could affect your estate planning:

• The 2010 Tax Relief Act lowered the maximum estate, gift, and generation-
skipping rates, and it raised the amount of assets that are not subject to
estate, gift, and generation-skipping taxes. Table 1.3 outlines the new rates
and applicable exclusion amounts.

• The new law enacted portability provisions. A decedent’s applicable ex-
clusion amount is now the basic exclusion amount of $5 million plus, in
the case of a surviving spouse, the deceased spouse’s unused applicable
exclusion amount.

• For decedents who died in 2010, their estate was allowed to elect to have
no estate tax apply for 2010, along with a carry-over basis system. Or, the
estate could elect for an estate tax to apply in 2011 (with a $5 million
exemption amount) and receive a step-up in basis.

• For 2011, the maximum generation-skipping tax rate became 35%.

TABLE 1.3 2010 Tax Relief Act Applicable Exclusion Amount

Year Applicable Exclusion Amount Maximum Estate Tax Rate (%)

2011–2012 $5,000,000 35

2013 $1,000,0001 55

12010 Tax Relief Act is automatically repealed unless Congress extends the law.
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Estate Planning Issues under the 2010 Tax Relief Act
Because of the uncertainty surrounding the current status of the estate tax
laws, everyone with a net worth of more than $1,000,000 (the exclusion amount
in 2013 if Congress does nothing) should review their estate plan. An approach
we favor is for the client to contact one of their professional advisors on the
estate planning team, whether the estate planning lawyer, financial planner,
life insurance agent, accountant, or trust officer. Authorize that team member
to assemble the team in a preliminary meeting to review the listing of the assets
and liabilities (financial x-ray), review the current documents, and then meet
with the client and the client’s spouse to make team recommendations. This
approach maximizes the creative input and communication and often aids in
identifying important new alternatives to consider. The financial x-ray would
show what assets are titled in the name of each spouse; what, if any, assets are
titled in joint names; and, ideally, what assets are in the children’s names.

As has been said previously, what will be the estate or death tax is really
elective. By making annual gifts during your lifetime, then transferring the
maximum tax-free amount (applicable exclusion amount) to your children and
grandchildren at death, and finally bequesting your remaining estate to a family
charitable foundation, your estate tax would be zero.

Here are two areas to focus your attention:

1. Despite so-called portability provisions of 2011 and 2012, does each spouse
have the new tax-free amount in his or her separate name? The first and
simplest step of estate planning is to obtain two tax-free amounts for the
family instead of one. This requires, however, not only the proper words
in the documents, but that the first spouse to die have titled in his or her
name (not jointly) assets with a fair market value (other than qualified
retirement plans or IRAs) equal to the tax-free amount ($5,000,000 in 2011
and 2012). This step can basically save the family up to $3,461,600 in taxes.

2. The client should also focus on what is currently to be done with the tax-
free amount at the client’s death. Will it simply go in trust for the surviving
spouse? Will it go in trust for the benefit of the surviving spouse, children,
and grandchildren? Will it go outright to children and grandchildren?

In summary, you should take the following three steps as you undertake your
estate planning review based on 2011 and 2012 estate tax laws and the possible
changes in 2013 when the current law expires:

1. Contact your advisor(s) and request a review of your current estate plan in
view of the range of changes most likely. Your plan will need to be flexible
enough to deal with a variety of possible outcomes.

2. The most prudent assumption for you to make, considering the changes
scheduled for 2013, is that the amount of assets that you will be able to


