PLANNING FOR A SUCGESSEUT

WEALTH TRANSEER

Creating a thorough wealth transfer plan can‘do more &
than protect your family’s financial future and your legacy.

IT CAN GIVE YOU PEACE OF MIND.
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COMPREHENSIVE, WELL-DESIGNED WEALTH TRANSFER PLAN
delivers many advantages, including financial security
for you and your family, an opportunity to minimize
your tax liability and the chance to leave a lasting
legacy. Your hard-earned success, after all, deserves
proper preservation.

On the surface, creating a wealth transfer plan might
appear to be a daunting task. “It’s difficult to deal with
your own mortality and how things will go on when
you're not there to supervise,” says Stacy Singer, man-
ager of estate settlement services at Northern Trust. But
with some forethought and expert advice from your
legal and financial advisors, careful planning now

could yield significant benefits in the future.

An Opportunity, Not a Chore

Viewing estate planning as an opportunity to ensure
financial security for your loved ones, rather than as
a chore, can be helpful. Approach the process as if
you are creating a blueprint of your objectives — an
overall wealth transfer plan. When completed, the
plan not only will protect your assets and provide
security for your beneficiaries, but also offer a clear
and detailed account of how your financial, legal and
medical affairs should be handled.

Each of life’s milestones — marriage, the birth of a
child or grandchild, receiving an inheritance, divorce
or selling a business — should elicit a review of your
plan, says Singer. Other factors that could prompt a re-
evaluation of your plan include changes in the tax laws
or a substantial change in your net worth.

“Often, people don’t realize that when [their] assets
change, an estate plan no longer works properly,”
states David R. Hodgman, partner and executive com-

mittee member at Schiff Hardin LLP.

Map Your Assets
When creating and updating your wealth transfer
plan, documenting your assets and liabilities is vital.
Failing to do so can result in years of uncertainty for
your heirs, as was the case for one of Singer’s
clients. His multi-million dollar estate included more
than 100 different securities and accounts, none of
which were specifically named or listed in his
wealth transfer plan.

“It took us almost three years just to locate all of the

different assets,” Singer says. “His family spent that
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entire time unsure of the amount of money they’d
receive and whether there would even be enough to
pay everyone listed. Of course, this led to a great deal
of stress and strained relationships.”

All of this, she says, could have been avoided by
keeping a simple, handwritten list of the assets’ loca-
tions, including any account numbers, and letting
someone else know where the list was stored.

Additional documentation includes complete infor-
mation about assets other than cash or securities (real
estate, automobiles and boats, for example); deeds of
ownership for real estate and other tangible assets; and
details of employee benefit plan entitlements such as

401(k) plans and individual retirement accounts.

Be Specific

They say the devil is in the details, and with a wealth
transfer plan this is certainly the case. Failing to take
care in how you reference your assets in your will and
your wealth transfer plan can have unintended con-
sequences and potentially derail your plan.

“If you intend to leave someone a bequest worth a
certain dollar amount, be specific about that amount,”
Singer says. Otherwise, your bequest may have a very
different value — or be worth nothing at all if the
assets have been sold or otherwise disposed of. “If
your will states to give someone 1,000 shares of stock
and that stock is no longer in your possession, the
beneficiary receives nothing.”

And don'’t forget to specify the disposition of per-
sonal items, such as great-grandma’s highboy or dad’s
heirloom pocket watch. In Singer’s experience, “most
litigation and contention results from disputes over

personal property.”

Keep Up With the Tax Law

Every day, tax rules change as new laws are
enacted, new court cases are decided and new
Treasury regulations are promulgated. Significant
developments in 2007, for example, touched areas
as diverse as the kiddie tax, transfers of fractional
interests in art, appraiser penalties, family limited
partnerships, the deductibility of investment man-
agement fees and remedial action under the gener-
ation skipping tax. To determine the effect of these
changes on your wealth transfer plan, pay attention

to the financial press and newsletters prepared by



your financial advisors — and be sure to have your
documents reviewed at least once every three years.

Similarly, if you have sophisticated strategies in
place such as a family limited partnership or a
grantor retained annuity trust (GRAT), discuss their
proper administration under current law with your
wealth transfer team. What you fail to do may mean
the difference between successful minimization of
transfer taxes and a tax planning disaster. For exam-
ple, failure to relinquish control in a family limited
partnership can subject the entire partnership to
estate tax at your death. At least five major court
cases in 2007 focused on this single issue — and the

IRS won every one.

Executor Decisions
When choosing an executor or trustee for your
estate, you have the option of choosing either an
individual or a corporation. And while it may seem
like a simple choice, both options have advantages
and disadvantages.

If you name an individual as either executor or
trustee, you may like the idea of someone who
knows your family making sure your wishes are car-
ried out. Before naming an individual, however, con-
sider whether that person is able to handle both the
time commitment and the legal and financial respon-
sibilities these roles require.

To ensure timely execution of their wealth transfer
plans, many benefit from appointing a corporate fidu-
ciary to serve as either a trustee or co-trustee. “While
some people are fearful if they name a corporate
trustee the fees will be higher, in my experience this
typically is not true,” Hodgman says. A corporate
trustee or executor can provide your heirs with pro-
fessional advice and experience in making distribution
decisions and instill confidence that the “institution
will be there and do the job.” He adds you must bal-

ance these considerations before making a decision.

Avoid Making Assumptions

Your life insurance plans and retirement accounts are
not controlled by your will or trusts unless they are
payable to the executor or trustee. These assets pass
directly to whomever is named as a beneficiary,
regardless of what your wealth transfer plan says.

This often overlooked aspect of the planning process

causes many people to make erroneous assumptions
about how these assets will be distributed.

“When people change jobs or when benefits
get significantly larger, they need to review if the ben-
eficiary designation is appropriate,” Hodgman
explains. “[An] improper beneficiary designation, or
improper titling of assets, is one of the common

reasons why estate plans don’t work.”

Your Plan, Your Philosophy

Creating your wealth transfer plan, and discussing it
with your heirs, also provides an opportunity to “pres-
ent a philosophy,” about the value system that guides
your decisions, Hodgman says.

For example, a former client of Singer’s was an avid
supporter of women’s charitable causes throughout
her life. That support carried through in her wealth
transfer plan, where she named specific charities as
beneficiaries. She discussed her decision and the rea-
sons behind it with her family, explaining how her
plan supported her values.

“Not only did a battered women’s shelter receive
$1 million,” Singer says, “but my client’s daughter has
already included similar charities in her own estate

plan, and she’s only in her 20s.”

Before naming an individual as executor,
consider whether that person is able to
handle both the fime commitment

and the legal and financial
responsibilities this role requires.

Right People, Right Assets, Right Time

Regardless of who or what you name as beneficiar-
ies in your plan, Singer recommends working with
your legal and financial advisors to ensure
your plan addresses potential consequences, such
as taxes, in the way you expect, and answers the
question: “Are the right people receiving the right

assets at the right time?” m
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