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I.

Protecting Inheritance from In-laws
THE SAFE TRUST
The Story of John and Mary.
A.
Mary and John had investments and other assets totaling $1,600,000.  They wanted a simple arrangement on their deaths.  


1.
Most importantly, they want her assets to benefit their children for their lifetime, and they want their grandchildren to benefit as well.  Did not want estate to wind up in the hands of in-laws or others.
2.
Unfortunately, here(s what happened after Mary and John died:
i.
1/4 went to her son Frank.  His wife divorced him several years later.  Part of Mary and John(s money found its way into the ex-wife(s hands.

ii.
1/4 went to her daughter Lisa.  When Lisa died, she left everything to her husband Bob.  Bob remarried and eventually left most everything to his new wife. Lisa(s kids, John and Mary(s grandchildren, who they loved very much, received nothing.

iii.
1/4 went to her son Harry.  Harry was a doctor, and was well respected.  But even good doctors get sued.  Harry was sued and his entire inheritance was at risk.

iv.
1/4 went to her son Larry.  Larry was a nice kid, but not very good with money.  He spent money faster than it came in.  And he had something of a drinking problem.  His inheritance was gone in a flash.  He regretted it years later, but it was too late.
B.
These Are Common Problems: Divorce, Death, Lawsuits and Easy Spending.
C.
In Addition, There(s the Double Estate Tax.

Go back to Harry the doctor.  He won his lawsuit.  But at Harry(s death, almost 40% of Mary(s money went to Uncle Sam in estate tax.

D.
There Is No Way To Avoid These Problems With:


Will
 
Joint Account

Beneficiaries

Standard Trust
E.
How Do You Solve Those Problems?  The Answer Is - A BLOODLINE TRUST.

 
Keeps assets within the family - children/grandchildren

 
Control assets for benefit of children/grandchildren

 
Distributions to beneficiaries - support, maintenance or broader standards

 
Trustee can be beneficiary or independent party

 
Protection from creditors or beneficiaries

 
Protection from divorce

 
Estate tax savings - permanently exempt assets from the death tax

II.
Probating an Estate.

Amanda has a simple estate - a house

worth $150,000, $100,000 in stock certificates and two bank accounts of $50,000 cash.  Her Will says everything is divided equally among three children.   $10,000 and 12 months later assets are distributed to children.

The problems:

%
Legal fees

%
Executor fees

%
Notices to beneficiaries

%
Probate court filings

%
Inventory filings



%
Appraisals
What should Amanda have done?

 She could have used a trust to avoid probate and all of the delays and cost associated with probate.

III.
Protecting Your Children on Remarriage.

The Story of Bob and Jane.

A.
This was a second marriage for each. They wanted the spouse to get the assets when the first died, Bob to Jane, Jane to Bob.  When they were both gone, Bob(s kids should get half, Jane(s kids should get half.  So that(s how they set things up.

When Bob died, everything went to Jane.  Then Jane saw a lawyer, and changed her will and beneficiaries.  When she died, everything went to her kids.  Bob(s kids got nothing.
Here(s what they should have done: QTIP/Marital Trusts.  They could have each set up a trust, each as trustee, with half the assets in each.  At Bob(s death, Jane would get income from Bob(s trust, and principal as needed.  When Jane died, Bob(s trust would go to his kids, Jane(s to hers.
IV.
Protecting Your Retirement Funds from Income Tax with Bloodline Trusts.
The Story of Grandpa Smith and his $100,000 IRA  

A.
Grandpa died and his IRA was immediately liquidated and given to his children.  His children paid immediate income tax on the $100,000 of up to $35,000.  Normally, funds come out of an IRA within 1-5 years of the owner(s death and the beneficiary pays income tax.

B.
Instead, Grandpa Smith could have used a Super or Stretch IRA Trust.  Grandpa starts taking minimum distributions by April 1 after he turns 70 (.  He names his grandchildren as beneficiary.  Grandpa dies when the grandchild is ten (10) years old.  The grandchild has approximately a 71 year life expectancy when Grandpa dies, distribution of 1/71st in first year after death and 1/70th in the second year, etc.  By the time the grandchild reaches age 65, the grandchild has received or has retained in the IRA over $2 million dollars.  The Trust can also have bloodline and creditor protection language.
This seminar is intended to provide general and practical information to assist the public in understanding their options to help them make an informed decision as to how best protect their assets and loved ones.  Legal advice should only be given when the lawyer and client have an opportunity to explore fully the factual circumstances related to the client's situation and the legal options, as explained by the lawyer to the client.
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