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Getting Started

What is estate planning?

Estate planning is basically planning how to distté your money and property after you
die. The phrase sounds very dry and technical. Kewyén today's world it is extremely
important to have a carefully thought estate plafted by an affordable and competent
lawyer.

What does my estate consist of?
Your estate consists of all your property, inclgdihe following:

* Your home and other real estate

» Tangible personal property such as cars and fumitu

* Intangible property like insurance, bank accousiiscks and bonds, and pension
and social security benefits

What is the difference between an estate planand a  will?

An estate plan is a blueprint for where you waningroperty to go after you die.
Meanwhile, a will is usually the most importanttpafran estate plan. However, a will is
not the only part of it. These days, it is very coom for a person to have many different
types of wills. Essentially, many New Jersey-ites uarious methods to distribute their
property regardless of whether the person hasmaalawill. Pensions, life insurance,
gifts, joint ownership, and trusts are some ofwlag’s you can transfer property at or
before death quickly and inexpensively.

Are estate plans just for senior citizens?

We are all squeamish about death, but it is corsammer or later. The number of
Americans who have will has grown by 50% in justygars. Thanks in part to growing
interest in living wills, simplified procedures, citower costs, millions of people of all
ages and economic levels have taken steps toldistrtheir money and property
according to a sound estate plan.



Estate planning is emphatically not just for sesi@ne glance at the news demonstrates
that far too many young and middle age people wlilelenly, often leaving behind minor
children who need care and direction. Estate ptanneeds to be factored into your
overall financial plan, along with your childresllege tuition and your retirement
needs. If your financial or familial circumstanadsnge later in life, it's usually easy and
inexpensive to adjust your plan. Most people alao for mental or physical incapacity
resulting from an accident or iliness.

Through living wills, health-care powers of attoynand other mechanisms, they control
beforehand how they and their property are to Ipedctor if disaster strikes.

What are the laws of intestacy?

If you die intestate and without a will, then yguroperty still must be distributed. By not
leaving a valid will or trust, or transferring yoproperty in some other way, such as
through insurance, pension benefits, or joint owhigr, you have essentially left it to the
State of New Jersey law to write your will for ydthis doesn't mean that your money
will go to the New Jersey. That happens only iryvare cases where you leave no
surviving relatives, even very remote ones. Howgiteloes mean that the state will
make certain assumptions about where you'd like ganey to go. These assumptions
you might not agree. The New Jersey intestate thegsent laws prefer "blood" over
"marriage.” These laws assume that the more closk{ed you are to someone, then the
more likely you'd want your property to go to himher. Therefore, some of your hard-
earned money might end up with people who don'd itee

Meanwhile, some of your other relatives for lovew® who might need the money more,
or who are more deserving, could be shortchanggdun estate plan. For instance, such
as that favorite nephew of yours, or your otheld;hvho has had trouble finding steady
work. Moreover, if you die without a will, there asgood chance that your surviving
relatives may fight over who gets particular iteshyour property, since you didn't make
these decisions before you died. UnfortunatelyNbe Jersey intestacy laws might also
fail to provide adequate support for your spousdy@ carefully thought out estate plan
gives you the feeling of control that comes fronowimg your family is provided for as
you wish. You will be able to decide who gets yptoperty, when they get it, how they
get it, and how much they get.

What are the top ten things that estate planning ca  n do for you?

The first step in planning your estate is to idgngour major goals. Here are some
typical goals and suggestions on achieving them.

1. Provide for your immediate family

Married couples want to provide enough money ferdtirviving spouse. They often
choose to provide this income through life insusrmarticularly for spouses who don't
work outside of the home.

Couples with children want to assure their educatiod a proper. Therefore, if you have
children under 18, both you and your spouse shioan@ a will that nominates a guardian
for the children, in the unfortunate case you Isttbuld die before they grow up. If you
don't appoint a guardian, then a court will deadinout your input where your kids will



live and who will make important decisions abowitimoney, education, and way of
life.

2. Provide for other relatives who need help and guidace

You might to provide for your family members whdses might become more difficult
without you, such as an elderly parent, disableldl,car a grandchild whose education
you want to assure. In your will you could estabksspecial trust fund for family
members who need your support that you won't be tteeprovide when you die.

3. Get your property to beneficiaries quickly

You may want your beneficiaries to receive yourparty and money in a reasonable
time after you have left this earth. Some of yoptians may include avoiding or easing
probate through insurance paid directly to benafies, a joint tenancy, a living trust or
other means.

4. Plan for incapacity

During estate planning, it is critically importdot New Jersey-ites to also plan for
possible mental or physical incapacity. Living lie tGarden State alone is enough to
drive any New Jersey-ite to his wits end. Planrioargncapacity is also important for
single people as well. Living wills and durable liezare powers of attorney can enable
you to decide in advance about important issuels asdife support and pick someone to
make decisions for you about medical treatment.

5. Minimize expenses

Everyone wants to keep the cost of transferring@rty to beneficiaries as low as
possible. The less a person spends on the prolmatess, then this leaves more money
for the beneficiaries. A well thought out and aefally crafted plan can reduce these
expenses significantly.

6. Choose executors/trustees for your estate

It is very important to choose a competent execl@on't choose someone who has a
gambling problem, or issues with drugs and alcohohve heard of many stories of
executors blowing the decedent's estate, and wgeaiof the heirs inheritance. The
executor does not have to be a genius, but heeoststuld be responsible and fair
minded. You should not pick Uncle Tony who condialuises his paycheck at Atlantic
City.

7. Ease the strain on your family
Many people take a burden from their grieving suowé and plan their funeral
arrangements when planning their estate. Moregeermay simply want to limit the

expense of your burial or designate its place. &lso can provide for your body to be
cremated or given to medical science after you die.

8. Help out your favorite cause

Your estate plan can help support your favoritgi@ls, educational, and other
charitable causes. It is important to note thatitditale bequests offer important tax
breaks to the decedent.



9. Reduce taxes on your estate

Every dollar your estate has to pay in estate logritance taxes are a dollar that your
beneficiaries won't get. Therefore, it is critidaht a good estate plan can give the
maximum allowed by law to your beneficiaries anel thinimum to the government. This
factor becomes especially important as your esfapeoaches the magic number of $1
million, the level at which the federal estate kicks in under current law.

10. Make sure your business goes on smoothly

If you have a small business, then the operatightrdrash upon your death. You can
provide for an orderly succession and continuatibtihe business spelling out what will
happen to your interest in the business.

Why is taking an inventory of my assets so critical to develop a good estate
plan?

It is very critical for a person to take a carefilentory of all of their assets. A person
should prepare a checklist of assets and debts.cheicklist should spell out what you
own and what you owe. A detailed inventory will bleayou to do much of the
preliminary work needed to prepare a solid estkte. p

What type of information should | have available to give to my attorney to
assist him to prepare my estate plan?

In planning your estate, it is very helpful to hasemuch of the following information on
hand as possible.

* The names, addresses, and birth dates of your epchitdren, and other relatives
whom you might want to include in your will. Lishydisabilities or other special
needs they may have

* The names, addresses, and phone numbers of pagséslitians (if you have
young children) and executors or trustees

* The amount and sources of your income, includitgy@st, dividends, and other
household income, such as your spouse's salangomie your children bring
home, if they live with you

* The amounts and sources of all your debts, incudiortgages, installment
loans, leases, and business debts

* The amounts and sources of any retirement benefidsiding IRA's, pensions,
Keogh accounts, government benefits, and profitisgglans

* The amounts, sources, and account numbers of fatla@rcial assets, including
bank accounts, annuities, outstanding loans, etc.

» Alist of life insurance policies, including theaunt balances, issuer, owner,
beneficiaries, and any amounts borrowed againgidheies

* Alist (with approximate values) of valuable pragyeyou own, including real
estate, jewelry, furniture, jointly owned propeftame the co-owner),
collections, heirlooms and other assets. Thisbsid be cross-referenced with
the names of the people you might want to leava géam to



* Any documents that might affect your estate plaaluding prenuptial
agreements, marriage certificates, divorce decreesnt tax returns, existing
wills and trusts, property deeds, and so on

Should my spouse be involved in my estate plan?

It is impossible to adequately plan your esta®if don't know the facts about all the
family assets. However, | still receive many clgentho come to my office for estate
planning advice and they don't have basic inforomaéibout their spouse's income. In
many families, the client doesn't know how muchgpeuse earns, what benefits he or
she is entitled to, or where the money is investédatever the reason for this situation,
it is very important to know this information whgau are planning your estate. It's
especially important to find out how property youdayour spouse own is titled,
including insurance and other beneficiary desigmesti

Many people might be afraid to cause a rift inttierriage by asking a spouse about
financial affairs —especially if that spouse is grenary breadwinner in the family. The
need to share information and plan ahead can sedandirectly through another family
member, an attorney, or other trusted professidf@ivever, full knowledge of the
family's assets should be part of any sound eptate

What will it cost to prepare an estate plan?

The fees to prepare an estate plan are very realgofdneodore Sliwinski, Esq. strongly
believes that a carefully thought out estate plaoukl be prepared at an affordable price.
He charges $100 for a living will, $100 for a pow¢rttorney, and $250 for a joint set
of basic wills. If the will(s) complicated then thates will be increased. Mr. Sliwinski,
Esq. prides himself in providing quality servicéstiordable rates. If you need to have a
trust prepared, or a specialized estate plan,ttheefees are also very reasonable.

What steps should | undertake to prepare my willan  d trust?

Even if you have carefully thought about your estaan on your own, don't just expect
to throw a bunch of papers on your lawyer's desktave a will or trust magically
appear in a few weeks. To prepare these docungea&tdom as simple as filling in
blanks on a form. Most people will have to meehwiteir lawyer twice in the process,
and more complicated estates may require eveniauiaiconsultations.

At the first meeting, you would probably discussiybnancial situation and estate
planning goals. You should be prepared to tell yawyer about some rather intimate
details of your life. These details include how imaneoney you have, how many more
children you plan to have, which relatives you wanget more or less of your assets.
Your lawyer will also have review any documents'yelbrought in and ask questions
that will help you think through various issues g@udsibilities. Thereafter, he will
probably outline some of the options the law presifbr accomplishing your goals.
Even though certain methods may be recommendedotivers, depending on your
circumstances, it will still be up to you to makeuy own individual choices from among
those options.



Thereafter, based on the choices you have made]awyer will draft a will or trust. At
a second meeting or numerous phone conferencegllmeview that document with
you. If it meets with your approval, then the estalianning documents it can be signed.

If you estate planning is more complicated and lyave a larger estate, then you may
have some long phone conversations with your lanwyereover, you will be required to
review several drafts of various estate planningudeents, before everything is settled.

It is important to emphasize that you should rewyewr estate plan on a period basis.
You will want to stay in touch with your lawyer. ¥Y@&hould not think of estate planning
as a one-time retail transaction at the mail. But@reparing your estate plan, should be
viewed as an occasional process that works best we have a continuing relationship
with your professional advisors.

What other costs are involved with my estate plan?

Good estate planning, as described above, shoulidnime costs that come about after
your death. These include the following:

* Probate costs

Probate is the court-supervised legal procedutte(ihaetermines the validity of your
will and (2) gathers and distributes your asséthd probate of a will is not contested,
then the cost of probate in New Jersey is a raingple procedure and it won't cost you
an arm and a leg.

Proper estate planning can greatly minimize thepereses by passing assets through
means other than a will, thus limiting the sizeyofir probate estate. The smaller the
estate, the lower the costs, especially if it iss®nough to qualify for quick and
inexpensive processing.

« Executor fees

By having a will and planning well, you can minimithe executor's fees. If you name a
relative who's a beneficiary under the will as exec (most likely your spouse), he or
she will probably waive the fee. On the other hahgou die without a will, the probate
court will appoint a personal representative toteeeestate through probate, at a cost to
be deducted from your estate. Similarly, if youkpacthird party, such as a lawyer, to be
the executor, that person is entitled to a "redsienf@e" for seeing an uncontested will
through probate. While the amount varies, the daesually tied to what trust companies
would get for performing similar duties.

* Legal fees in probate

If your estate is small and uncomplicated and yuaillris well-drafted, then your spouse
or other executor may be able to reduce the cdstdroinistration. If your estate gets
more complex then the legal fees could be sizaltlere could be for example, someone
challenges the will, your will is out of date besawou have a new spouse or child, or if
the will is improperly prepared or executed, etice Thore complex the probate process,
the more hours the lawyer will spend on the filed ghe more it will cost your loved
ones.



Why is it important to have a family meeting before | prepare my estate

plan?

A couple should communicate with each other so #grge on what goes to the
surviving spouse and what to the children. Becagsate planning affects several
generations, it may be a great idea, especiallfafoilies with grown children, to make
your estate plan a family affair. A family shoulet siside a day and gather all family
members who are involved in the plan. The parestsexplain how this plan can have a
major influence on all their lives, and why thew distributing gifts and trusts the way
they are. They can also find out whether the céildvant to continue the family
business, and ask if any property has sentimeataks for them.

If you have such a meeting, you should encourage fmmily to voice their concerns
and feelings about all this. This is very importatiten personal or financial
considerations lead you to make unequal distribpgtamong siblings. It is important to
emphasize that fairness doesn't always mean egaaitent, and you need to spell out
the good reasons for making unequal arrangemeiatgoid later resentment. Your
family members may even raise issues that will adto call your lawyer or change
your estate plan.

Finally, do not forget to tell the persons you'e&ested as executors or guardians of the
children, to make sure they agree to serve.

Why is important to keep track of your finances for your executor?

One of the hardest tasks for an executor is tadigut just what money the dead person
had coming in, and what bills and other paymenégirie be made. It is important to
think about your personal finances for a momentwviothe time to put yourself in an
outsider's shoes and write down all such expensgiaome that might not otherwise
be apparent to an executor. In doing so, you'lbabdy put your life in better shape. It's
another example of how estate planning is more piieaming for your death. It can also
make your life a lot simpler as well.



Transferring Property Without a Will

Why is having a will just not enough?

Unfortunately, this situation is familiar to mostate lawyers. Too many people don't
understand that there's more to estate plannimgrtiexely writing a will. A will is the

most important document in planning your estatenéicer, a will does not cover every
aspect of your estate plan. Other assets and mgrieaefits that are not controlled by a
will include your IRAs, insurance policies, incosavings plans, retirement plans, and
joint tenancy. A good estate plan should coorditia¢se assets that pass outside of your
estate with your will and trust. By using them wedh give your beneficiaries money
much more efficiently than a will can. Meanwhileyou use them badly, and you can
negate your estate plan and frustrate your wishes.

What other ways can you transfer property at death?
There are other ways you can transfer property;

+ Retirement benefits and annuities

Many people leave most of their wealth to theirldwnes outside of their will. Your
retirement benefits often pass outside of the Witpically, a retirement plan will pay
benefits to beneficiaries if you die before reaghietirement age. After retirement, you
can usually pick an option that will continue paynseto a beneficiary after your death.

When you start up a 401K or IRA you have to dedigmabeneficiary. This beneficiary
will receive your retirement savings after you dibe beneficiary designation on your
401K plan will receive your retirement monies eVieyour will bequests your retirement
savings to someone else.

* |IRAs (Individual Retirement Accounts)

Your IRA will provide a ready means of cash when one spousdfdyesir spouse is
named as the beneficiary, then the proceeds wiliadiately become her property when
you die. Like retirement benefits (and unlike asseherited via a will), they will pass
without having to go through probate.

+ Life insurance

Life insurance is often a great estate-planning) teecause you pay relatively little up
front, and your beneficiaries get much more whemgie. When you name beneficiaries
other than your estate, the life insurance moneggmto them directly, without having to
go through probate. If most of your money is tipdmunon-liquid assets like your
company or real estate, then the life insurance ¢geth into your beneficiaries' hands
without they're having to resort to a quick firéesaf other assets. In most cases, the
beneficiaries usually receive their insurance pedsegromptly.

Generally, the beneficiary informs the company iiting of the death, sends a copy of
the death certificate, and receives a check, ofidnin a few weeks. In general, the older
you are, then the less your family needs large ausoaf life insurance. Term insurance
provides protection not for your entire life, butlypfor a specified term of years; it's
cheap when you're young, but gets more expensiyelagrow older.



» Joint tenancy

There are many different ways that you can own @rtyp Any times that you own
property with someone else it is called joint tesyaownership. Join tenancy is a legal
term that means, effectually "co-ownership." If yand your spouse buy a house or car in
both your names, then each of you is considerethatenant and both have co-
ownership of that asset. When one of you diespther joint tenant will immediately

own that individual asset by themselves, regardiésghat either of you says in your

will.

» Joint tenancy with rights of survivorship

Joint tenancy with rights of survivorshigan be very useful way to transfer property at
death. Family automobiles and bank accounts ofées that way. Particularly in old age,
people often place bank accounts or stocks in feimincy with their spouses, one or
more children, or friends. When one of the co-owrtbes, then joint ownership gives the
other ones instant access to the account to hglpifis. The transfer avoids probate,
lawyers, and court fees.

I love the idea of avoiding probate and having join  t tenancy of my assets

with my spouse and children. What are the downside of owning my assets
jointly with my family members?

Joint tenancy is not the answer to all of yourtegtdanning goals. Here are some tips
about when to avoid it.

* When you don't want to lose control.

If you give someone co-ownership, then you givertlve-control. If you made your son
or daughter a co-owner of the house, then you sel'or mortgage it unless he agrees. If
he or she later marries, then their spouse mayhage to agree. If you do sell it, then he
may be entitled to part of the sale proceeds. &mimership of stock also means you've
lost control. If you put your son or daughter omystock accounts as a joint tenant, then
they could also veto any of your stock sales.

* When the co-owner's creditors might come aftemtbaey.

If creditors come after your co-owner, then theyra able to get part of the house or
bank account. For example, creditors could attach go-owner's half of your joint bank
account, or get a lien on his half of the housa. dfeditor obtains a lien on your home,
then this could prevent you from selling it.

* When you can't be sure of your co-owner.

You and your co-owner could have a falling out. Btorer, the other co-owner could
take all the money out of the bank account. Theratking you could do about it, since
the person is a co-owner. Basically, | have heésitoations wherein co-ownership of
assets has turned into a disaster.

* When you're using co-ownership to substitute faila

Having joint tenancy of your assets doesn't addtessituation if all of the joint tenants
die at once. Therefore, each joint tenant needdl.aWoreover, joint tenancy does not



answer the question where your property goes iythumger joint tenant dies first.
Therefore, you will still need a will. And if youup one child's name on an account
assuming he'll divide the money equally among therochildren, know that he is on his
honor and legally can do with it what he pleasefdiffionally, the transfer of property
setting up this type of ownership could resultdwerse income tax consequences when
the surviving beneficiary sells the appreciatecpproy.

* When it compromises tax planning.

Careful planning to minimize the taxes on an estatebe thwarted by assets held by
joint tenancy ownership that passes property cutttiga beneficiary. For example,
passing property by joint tenancy can increasdeedaes by preventing transfer to the
children through a tax-avoiding bypass trust. tt aso increase gift taxes--the IRS may
consider adding a joint tenant to be taxable gifing.

Many of these problems occur with institutionalaeable trusts and pay on death forms
of ownership of bank, broker, and mutual fund acts@and savings bonds. If you own
any of these kinds of property, be sure you undadstvhat happens to them when you
die, and plan accordingly.

* When you're in a shaky marriage.

Your individual property becomes joint marital pesgy once it's transferred into joint
names.

* When one of the co-owners becomes incompetent.

If one of the co-owners becomes legally incompetembiake decisions, part of the
property may go into a guardianship. If your prépgoes into a guardianship then this
may make it cumbersome at best if the other j@naht wants to sell a house or some
stock.

* When you don't want to transfer assets all at once.

Joint tenancies may also deprive you of the fléitybof a will or trust, in which you can
use gifts and asset shifts to minimize taxes, a@aydopit money over time to beneficiaries,
instead giving it to them all at once. Nonetheleggjnt tenancy does have its
advantages. It's inexpensive to create. But thealé costs can far exceed these initial
savings.

* Tenancy in common

Don't confuse joint tenancies with tenancies in gam. In joint tenancy, you and your
spouse both own the whole house, which means, aotbeg things, you must both
agree to sell it. In tenancy in common, on the obi@d, you each own a half-share of
the house, and either of you may sell your halkeshadthout the other's consent. In
tenancy in common, different partners can own uaksjuares of the property. For
example, your will might leave your vacation horag/our three children as tenants in
common.

Another major difference is that if you own an &ssgoint tenancy with anyone and you
die, then ownership of that asset passes to tlez ftimt tenant automatically. In a
tenancy in common, your share passes as providgalimwill or trust, with possible



probate, estate tax, and other consequences. Tieimacammon can be less risky than
joint tenancy, and it is very useful for largerates in which you give shares of property
to the children during your lifetime.

* Inter vivos gifts

Perhaps the most common estate planning technigs&le of having a will is to gift
away your assets during your life. The most imparteenefit of this type of planning is
that it is excellent Medicaid planning.

Are gifts made while you're alive a good idéd&ybe, especially if you have a large
estate: they can help you avoid high death taxasthfer advantage of giving property
away before you die is that you get to see therei enjoys your generosity.

What is a summary of the type of property that does not pass via a will?

* Property held in joint tenancy

» Life insurance payable to a named beneficiary

* Property held in a trust

» Retirement plans payable to named beneficiariefyding IRA's, Keogh
accounts, and pensions

* bank account trusts (including pay-on-death ac®)yayable to a named
beneficiary



Making a Will

What is the legal importance of making a will?

A will is a revocable transfer to take effect oratte Wills have been with us since the
first days of recorded history. What you put in yaull depends on what property you
have, whom you want it to go to, the dynamics afnfamily, and soon.

What are the five essentials to create a valid will  ?

To be valid, your will doesn't have to conform tepeecific formula. However, there are
certain elements that usually must be present.

1. You must be of legal age to make a will. This isri&e State of New Jersey

2. You must be of sound mind. This means that you lshknow you are executing
a will, know the general nature and extent of yaaperty, and know who are the
people who should ordinarily receive estate. Tihisudes your spouse,
descendants and other relatives that would ordyniaei expected to share in your
estate.

3. The will must have a provision that disposes opprty, and it must also indicate
your intent to make the document your final wordwdrat happens to your
property. In simpler terms, your will must indicakat you really intended it to be
a will.

4. The will must be voluntarily signed by the testator

5. A formal will must be properly execute@ihis means that it contains a statement
at the end attesting that it is your will, the daiel place of signing, and the fact
that you signed it before witnesses, who then silgoed it in your presence--and
watched each other signing it. New Jersey allosslfaproving affidavit, and this
form eliminates the necessity of having the witesdestify that they witnessed
the signing, and the affidavit is proof enough.

If your will doesn't meet these conditions, it ntitpe disallowed by a court, and your
estate would then be distributed according to &ipus will or under New Jersey's
intestacy laws.

In recent years, a number of books and computenziédits have come on the market
which claim to enable you to make your own will.eBle books normally cost $20 or
more, and the cost of a kit $70 or more. Thesedkisbasically garbage and should be
avoided. There are many lawyers who will prepatateplans and wills for an
affordable fee.

What are the important clauses that should be in my will?

There's no set formula for what clauses shouldhl@ewill. However, there are some
subjects that should be addressed in a will. Beloevhe more common clauses of a
basic will:

* Funeral expenses and payment of debts



Your debts don't automatically disappear once yeuYbur estate is responsible to pay
for your debts once you die, and your estate lidiable to pay for them. If your debts
exceed your assets, then New Jersey state laypnedtribe the order in which the debts
must be paid by category. Funeral expenses andsgp®f administration receive first
priority.

* Forgiveness of Debts
You can also forgive any debts someone owes y@ahiynng so in your will.

» Gifts of personal property

It is critically important to carefully identify bitecipients of your estate, including their
address and relationship to you.

Don't just leave household property to someonequmthat category is vague enough to
spark a dispute in court, or at least in the fan#igell out the items stereo equipment,
clothing, books, and cash.

In general, it is much simpler for your executoyalu leave your property to people in
broad but specific categories ("all my furnituredjher than passing it on it piece-by-
piece ("my kitchen table") to many different peopfeyou want specific gifts of
sentimental value to go to certain people, thensfmuld consider giving them to those
people before you die.

+ Gifts of real estate

Most people prefer that their spouses receiveahely home. If the home isn't held in
joint tenancy with rights of survivorship, you steiave instructions about what will
happen to it in your will.

It is possible to give a loved one a life estateei@ property. This is giving something to
a person, to use for as long as he or she livethhtiteverts to your estate or passes to
someone else after he or she dies. It's a waysofiag, for example, that your wife will
have the use of your house while he lives, butithaitll pass to the children of your first
marriage after he dies.

e« Executors

It is very important to spell out certain powers #xecutor can have in dealing with your
estate: to buy, lease, sell and mortgage realeestaborrow and lend money; to exercise
various tax options. Giving the executor this kafdlexibility can save months of delay
and many dollars by allowing him or her to copehwihanticipated events.

* Residuary clause

This is also one of the most crucial parts of 4. Wihe residuary clause covers all assets
that are not specifically disposed of in your willost people will probably accumulate
assets after you write your will, and if you havespecifically given an asset to someone,
it won't pass through the will unless you havesadwary clause. The residuary clause
distributes assets that you might not have antiegphawning at the date of your death.

* Testamentary trusts



You can set up a testamentary trust in your wilhave your will direct funds from your
estate into a trust you had previously establisied. would normally do so in a separate
clause in your will.

e Whatif clause

You should always try to figure out where a giftukabgo if something unexpected
happened. What if one of your beneficiaries didsreeyou do? In that event, the gift
you made to the dead person is said to lsgset the gift goes back into your residuary
estate, to be distributed to whomever you madedsiduary beneficiary.

How is a will executed?

After your will is drafted and proofread, you stitlust have the will formally executed.
This requires two witnesses to verify that you siygour will. In New Jersey, the
testimony of at least two witnesses is needed @sf joff the will's validity. However, a
will which is formally executed with the signatunestarized and a self-proving affidavit
attached is considered to be self-proved. A salf4dpig will may be admitted to probate
without testimony of witnesses or other proof.

Who should you pick to be your witnesses?

The witnesses should have no potential conflichterest. This basically means they
should absolutely not be people who receive artg giider the will, or who might
benefit from your death. You needn't bring themhwibu to your lawyer's office;
typically, some employees of your lawyer will totméss the signing. You should sign
every page of the original. The witnesses will viaatou sign the will and then sign a
statement attesting to this.

Where should | keep my will after | have executed i  t?

Your will should be kept in a safe place, such @sryafe deposit box or your lawyer's
office. You should also keep a record of othertegiéanning documents with your will,
such as a trust agreement, IRA's, insurance psJisieome savings plans such as 401(k)
plans, government savings bonds (if payable toreamgierson), and retirement plans.

What should I do if I lose my will?

You should have your lawyer draw up a new will @srsas possible, and execute it with
all the necessary formalities. If your family sitioa, state of residence, or income hasn't
changed, then your lawyer should be able to usesapb your lost will as a guide.

If you do keep it in a safe deposit box, you shaulike sure to provide that someone
else (and certainly the executor you name) camigste will when you die. Tell your
executor and your beneficiaries where the wilbsated, and make sure your executor, or
someone you trust, has authority and a key to dpebox after your death. Many estates
have gone through long probate delays becauseatiledidn't have permission to let
anyone open the safe deposit box except the parsorhad just died.

It's perfectly acceptable to store copies of thiéiwiyour home. Personal papers such as
your birth certificate, citizenship records, mageecertificate, coin collections, jewelry,



heirlooms, medals and so on may be kept in yowr deposit box. Financial records, like
securities, mortgage documents, contracts, leaskdeeds are also safe to store.

What are the different types of wills?

There are several different types of wills. Heeelwief overview of the type of wills that
are commonly used by New Jersey-ites.

» Simple will. A will that just provides for the outright didirition of assets for an
uncomplicated estate.

» Testamentary trust will. A will that sets up one or more trusts for sorhgaur
estate assets to go to after you die.

» Pourover will. A will that leaves some of your assets in a ttiiat you had
already established before your death.

» Holographic will. A will that is unwitnessed and in the testator'sdwariting.
» Joint will. One document that covers both a husband and wife

» Living will . A living will is not really a will at all. Insted a living will is often
executed at the same time you make your will. @oisument tells doctors and
hospitals whether you wish life support in the éyeu are terminally ill or, as a
result of accident or iliness, cannot be restooecbnsciousness.

What is a living trust?

Some people think that in order to avoid probdteytshould avoid a will and instead use
a living trust to transfer property between generst A living trust can be a very useful
part of estate planning. However, using a livingstralone can't accomplish many of the
most important goals of estate planning. For exammu may have to have a will to
name a personal guardian for your children, evgoufhave a trust. And even with a
living trust, you'll need a simple will to disposEproperty that you didn't put into the
trust. It is important to emphasize that the prelpabcess in New Jersey is also no longer
the costly, time-consuming nightmare that it usede.

What state's law would apply to my estate?

The laws of the state where your primary homegsatied determines what happens to
your personal property such as your car, stoclst).cehe distribution of your real
property is governed by the laws of the state iictvithe property is located. If you do
own homes or property in different states, thes & good idea to make sure that the
provisions comply with the laws of the appropristate.

Why is having a joint will such a bad idea?

Both spouses should execute separate wills. A yailhgenerally provides that each
spouse's property will go to the other one, and gpells out what will happen to the
property when the second person dies. Becausegadiles have to agree to modify such
wills, they often aren't revised as frequentlylas/tshould be, whether because of family
disagreements or just other factors. Joint wills keep the survivor from using the



property as he or she wishes, and they don't dbowircumstances that change after the
will was made, and may be impossible to revoke.



Choosing an Executor

Why is picking an executor so important?

One of the most important decisions that you wilka is picking the picking the person
to be in charge of your assets after you're gohat iheans the executor of your will and
the trustee of any trusts you set up. The most rtapothing is that you pick someone
who is financially responsible, stable, and trustiwp. The law requires an executor
because someone must be responsible for collettngssets of the estate, protecting the
estate property, preparing an inventory of the ertyp paying valid claims against the
estate (including taxes), representing the estatéaims against others, and, finally,
distributing the estate property to the benefiemriThese last two functions may require
liquidating assets; that is, selling items likec&® bonds, even furniture or a car to have
enough cash to pay taxes, creditors or benefisiarie

What are the attributes that | should look for in a n executor?

It is important to be sure the executor is capabloing the job. The quality most
desirable in an executor is perseverance in dealitigbills especially the hospital,
Medicare, ambulance and doctor charges incurredast illness. These often require a
lot of paperwork, and payment first, then reimborsat from insurance companies. You
should pick someone who has the time and inclingtiadeal with bureaucrats and
forms. Moreover, the executor may have to deal vétatives who may have no
patience. These relatives will constantly houndetkecutor why is it taking so long to
receive their inheritance. Moreover, many relatmdscomplaint that their inheritance is
much smaller than they expected.

The executor will probably hire a CPA or lawyerhiandle the tax returns. In most
estates, no significant legal expertise is requioeskerve as executor; the issues are all
financial. The executor will generally work witHawyer to probate the will. Estate fees
must be paid to the lawyer may be set by law

Whomever you choose, be sure to provide in yourfaila replacement executor in case
the original executor dies or is unwilling to a@therwise the court will have to choose
someone.

What are the responsibilities of the executor?
An executor has many responsibilities:

» Guiding the will through probate to legal acceptaantits validity, including
defending it against will contests

» Collecting the assets of the dead person

» Transferring legacies and gifts to the beneficgrie

» Evaluating and paying claims against the estafeeaally bills and taxes

* Raising money to pay these claims, often by selisigte assets

* Preparing and filing a budget and accounting feraburt



Trusts

What is a trust?

A trust is a very useful instrument in the estdsping arsenal. Estates can be as
different as people, and the flexibility of a trasakes it useful for many different needs.
A trust can do a number of things a will can't doneell, including:

» Manage assets efficiently if you should die andrymeneficiaries are minor
children or others not up to the responsibilithahdling the estate;

» Protect your privacy (unlike a will, a trust is dimiential);
» Atrust can protect your assets by reducing taxes;

o Ifitis aliving trust, the trustee can managepenmy for you while you're alive,
providing a way to care for you if you should be@odisabled. A living trust also
avoids probate, lowers estate administration casis,speeds transfer of your
assets to beneficiaries after your death.

Should | have a trust?

It depends on the size of your estate and the gda&stablishing the trust. If you mainly
want a living trust to protect assets from taxes grobate, but your estate is under the
current federal tax floor and small enough to dudbr quick and inexpensive probate in
New Jersey, then it would not be worth the admiaiste cost to prepare the trust. The
main advantages of having a trust are if you wamtvbid a court hearing if you become
incompetent or unable to provide for yourself. Morer, a trust may be helpful if you
want to provide for grandchildren, minor children relatives with a disability that
makes it difficult for them to manage money.

What is the legal significance of having a trust?

A trust is a legal relationship in which one pergonqualified trust company) (trustee)
holds property for the benefit of another (benafig). The property can be any kind of
real or personal property such as money, realessgticks, bonds, collections, business
interests, personal possessions and automobilsften established by one person for
the benefit himself or of another. In those cagagenerally involves at least three
people: the grantor (the person who creates tlsg ilso known as the settlor or donor),
the trustee (who holds and manages the properthédoenefit of the grantor and others),
and one or more beneficiaries (who are entitletthédbenefits).

A trust as a contract between the grantor andrtiséele. The grantor makes certain
property available to the trustee, for certain pggs. The trustee who often receives a
fee agrees to manage the property in the way specPutting property in trust transfers
it from your personal ownership to the trustee \Wbtas the property for you. The trustee
has legal title to the trust property.

Trustees have a legal duty to use the property@sded in the trust agreement and
permitted by law. The beneficiaries retain whatriewn as equitable title, the right to
benefit from the property as specified in the triiste donor may retain control of the



property. If you set up a revocable living trusthwyourself as trustee, you retain the
rights of ownership you'd have if the assets wallidrsyour name. You can buy
anything and add it to the trust, sell anythinga@futhe trust, and give trust property to
whomever you wish.

If you set up the trust by your will to take effettyour death then this is called a
testamentary trust. The grantor retains the titlné property during his lifetime, and on
his death it passes to the trustee to be distabiatgour beneficiaries as you designate.
Holding property in trust is a form of ownershigtinolds it for your benefit.

How do trusts operate?

There is no such thing as a standard trust. Therenany different types of trusts that
can be drafted. The provisions of a written trastiument govern how the trustee holds
and manage the property.

In a living trust, the grantor may be the trusted the beneficiary. In trusts set up in your
will, the trustee is often one or more persongasrlarger estates where investment
expertise is required, a corporate trust comparbpaak.

Trusts can be revocable. This means that you e¢mtlyechange the terms and end the
trust. A trust can also be irrevocable and it da@'thanged. A revocable trust gives the
donor great flexibility but no tax advantageshké trust is revocable and you are the
trustee, then you will have to report the inconmafithe trust on your personal income
tax return, instead of on a separate income tagmtnt for the trust. The theory is that
by retaining the right to terminate the trust, ymve kept enough control of the property
in it to treat it for tax purposes as if you owneith your name.

Irrevocable trusts offer far less flexibility bdtere are several possible tax benefits. The
trustee must file a separate tax return. Trustdbeavery simple, intended for limited
purposes, or they can be quite complex, that sparot more generations, provide tax
benefits and protection from creditors of the bemafy, and replace a will as the primary
estate planning vehicle.

Who needs a trust?

Parents with young children often use a trust as thajor estate planning tool. If you
have young children, you want to assure a goodagaturcfor them, and will have enough
assets to do so after death. Therefore, young fsaséould consider setting up a trust.
The trustee manages the property in the trusthibenefit of your children during their
lifetime or until they reach the ages that you dgeate. Then any remaining property in
the trust may be divided among the children. Ty tof arrangement has an obvious
advantage over an inflexible division of propentyang children of different ages
without regard to their respective ages or needs.

What should the assets be used for?

You can specify that the trust pay for educatiaglth care, food, rent, and other basic
support. Given the unpredictability of life, itaften better to write a vague standard
(e.g., "for the support of my children") into theadiment and allow the trustee the
discretion to decide if an expenditure is legitimaéuch a provision also gives the trustee
flexibility.



When should the assets be distributed?

Some parents pick the age of majority (18) or e \@hen a child will be out of college
(22 or s0).

If you have separate trusts and a pretty goodadbeat each child's level of maturity,
then you can pick the age that seems appropriatsafth one to receive his or her
windfall.

If you don't know when each child will be capabtéandling money, then you can leave
the age of distribution up to the trustee, havethgtee distribute the assets at different
times.

Trusts are especially popular among people witlebearies who aren't able to manage
property well. This includes elderly beneficianegh special needs or a relative who
may be untrustworthy with money. For example, ifi yrave a granddaughter who has a
drug problem, it may be advisable to require heslitain the money at intervals from a
trustee instead of giving her a gift outright iruyavill. A discretionary trust gives the
trustee leeway to give the beneficiary as muchsditide he or she thinks appropriate.

Another type of trust is for improvident benefices a spendthrift trust. A spendthrift
trust gives the trustee the authority to carefatintrol how much money is released from
the trust and at what intervals. A spendthriftttkeseps an irresponsible beneficiary from
the temptation of getting thousands of dollarstitha end of probate. You can stipulate
in the trust that the trustee will pay only certakpenses for the beneficiary. These
expenses can be only for legitimate expenses sugtnaand utility bills.

In a spendthrift trust the beneficiary cannot as$ig or her interest in the trust, and
creditors of the beneficiary can't get at the ppatin a trust, but can make a claim on
whatever income the beneficiary receives.

What are some other good reasons why people want to have a trust?

People who want to control their property becaddarily dynamics. Through a trust,
you can maintain more control over a gift than gan through a will. Some people use
trusts to pass money to a relative when they haubtd about that person's spouse. For
example, you love your son, but don't trust hisewénd if you are afraid she'll blow the
money you give to your son, then you should le&eenhioney in trust for your son
instead of making a direct gift to him. Throughrast you can direct that he get only the
income, so neither he nor his wife can squandeptimeipal.

In New Jersey, if you leave money in trust to ysaoin, then his wife can't get at the assets
if they divorce. Moreover, he can choose how mifcmy, of the trust income or

principal to leave his wife; if she hasn't beeroadyand faithful companion, he can leave
the whole thing to whomever he desires.

What are some other good reasons to establish atru  st?
People who want to provide for administration cfittestates if they become physically
or mentally unable to do so.

People concerned about estate taxes Trusts areisefyl to people with substantial
assets, because they can help avoid or reduce &stat.



How do you set up a trust?

If you establish one in your will, then the trusbyisions are contained in that legal
document. If you create a trust during your lifegirthe provisions are contained in the
trust agreement. The provisions of that trust daentmwill determine what happens to the
property in the trust upon your death. With arpetyf trust, one of the most important
issues is choosing the trustee.

How is a trust funded?

A testamentary trust is funded after your deatlth assets that you have specified in
your will and through beneficiary designations ofiylife insurance, IRA, and so on.

If your estate with life insurance benefits inclddeill add up to more than $1 million,

you can save taxes by removing the life insuramoegeds from your estate and
establishing an irrevocable life insurance truat twns the policy. However, all

incidents of ownership in the policy belong to thest. When you die, the proceeds are
paid into the trust. An irrevocable life insuranogst escapes estate taxation and creditors
in so far as the insurance policy is concerned.

How can a trust be terminated?

Your trust agreement should contain a clause tleatigees how it can be terminated. A
good trust drawn up by a lawyer will certainly hateh a clause. A trust often
terminates when the principal is distributed tolleeeficiaries, at the time stated in the
trust agreement. For example, you might provideaheaust for the benefit of your
children would end when the youngest child reaehesrtain age. At that time, the
trustee would distribute the assets to the bereigs according to your instructions.

You can also give your trustees the discretionstridute the trust assets and terminate
the trust when they think it's a good idea, or @laome restrictions on their ability to do
so. For example, you could allow the trusteesnmitgate the trust in their discretion,
provided that your son has completed his collegeatibn. All trusts should have a
termination provision.

What if | set up a trust, and then move to Florida? Which law applies?

State law governs trusts. If the trust involved essate, then the law of the state where
the property is located applies. If it's persomalerty, like a car or money, or most other
things, the law of the state where the grantortecethe trust will probably control. If

you have residences in more than one state, yoproaide in your trust which of those
states' laws will control the disposition of yoeal property.

What are the different types of trusts?

1. Charitable trusts - Charitable trusts are created to support sometahke
purpose. These trusts often will make an annuat@# worthy cause of your
choosing. The best part of a charitable trustas ttreduces the taxes on your
estate.

2. Discretionary trusts - Discretionary trusts permit the trustee to dmite income
and principal among various beneficiaries or totadrhe disbursements to a
single beneficiary, as he or she sees fit.



3. Insurance trusts- Insurance trusts are tax-saving trusts in whighttassets are
used to buy a life insurance policy whose procéeatefit the settler’'s
beneficiaries.

4. Living trusts - A living trust enables you to put your asseta inust while still
alive. You can have many roles in a living trusbuYcan be the donor, trustee,
and beneficiary.

5. Medicaid qualifying trusts - Medicaid trusts are trusts that may help you ifual
for federal Medicaid benefits by placing certaiogerty in a trust. Thus, in these
trusts you are limiting your assets for Medicaidgmses. This type of trusts is
mostly used when family members are concerned patting the costs of nursing
home care.

6. Revocable trusts -Revocable trusts are trusts that can be changedeor
terminated, at any time by the donor. Most livingsts are revocable.

7. lrrevocable trusts - A irrevocable trustannot be changed or terminated before
the time specified in the trust. The loss in fléit§pin an irrevocable trust is
offset by savings in taxes.

8. Spendthrift trusts - A spendthrift trust is set up for people whom thangor
believes wouldn't be able to manage their own &f&uite commonly these
trusts are used to insure that an inheritance dgivextravagant relative, or
someone who's mentally incompetent are not bloeyTmay also be useful for
beneficiaries who need protection from creditors.

9. Support trusts - These trusts direct the trustee to spend onigiash income and
principal as may be needed for the education apdastiof the beneficiary.

10. Testamentary trusts -A testamentary trust are set up in wills.

11.Totten trusts - These trusts are not really trusts at all. Theysarply bank
accounts that pass to a beneficiary immediatelyhyouor death.

What are the other five major reasons to have atru  st?
1. Trusts are generally more difficult to contest thwlts.

2. Trusts can be flexible; you can authorize that payis fluctuate with the cost of
living, allow extra withdrawals in case of an enmergy, or even set a standard
figure for payment each year; if the income doewmeet that amount, the
difference can be made up out of the principal.

3. Trusts can be used to impose discipline on thefluégry. You could require the
beneficiary to live within a set figure, gettingartain amount of income each
year, regardless of inflation, need, or the stoekkeat's effect on the principal.

4. Trusts are sometimes set up in divorce, for exangppeovide for the education
of the couple's children.

5. Trusts can also be helpful if you want to make gomeharitable gift but wish to
retain some use of the property.



Living Trusts

What is a living trust?

A living trust allows you to put your assets irrast while you're still alive. If your living
trust gives you great flexibility. You or someomewhom you have confidence manages
the property, usually for the benefit of you or yéamily. Most people name themselves
as trustees, and find there is no difference betwesnaging the trust and managing their
own property. In a living trust you have the rightouy, sell, or give property as before,
though the property is in the trust's name rathan their own.

A living trust is one of the two main ways to avaicbate. The other way to avoid
probate is by a joint tenancy with rights of suorship. One of the purposes of probate is
to determine the disposition of the property yavkeat death. Since the trustee of your
living trust owns that property, there is no needthe probate process?

Living trusts have become extremely popular in négears. Even though they are
useful, simple, and relatively inexpensive way lempyour estate, they will not solve all
of your estate planning issues. New Jersey hasyasuaplified probate process.
Therefore, many of the advantages of living trisstge diminished in the Garden State.
And though they're great for some people, you @mstime they're great for you.

Deciding whether a living trust is right for youp#ds on the size of your estate, what
kinds of assets it contains, and what plans yoe fawyourself and your family.

How does a living trust work?

In general, you execute a document saying thaayewreating a trust to hold property
for the benefit of yourself and your family. Somarg trusts list the major assets such as
your home or investments that you are puttingusttrMeanwhile, some other living
trusts only refer to another document called adaleein which you list the exact
property that will begin the trust. In any typeligfng trust you prepare, you can add and
subtract property whenever you want. If you decittedave a living trust, then there is a
reasonable mount of legal paperwork that you valldto prepare. In a living trust, you
basically have to retitle most of your assets towaed by the living trust. You will have
to change the ownership registration on whatevepgmnty you put into the trust. You will
have to change the deed of your real estate tovbea by the living trust. Moreover, you
will have to have your brokerage accounts, bankaats, mutual funds from your own
name to the name of the living trust.

If you make yourself the trustee, you will havereéanember to sign yourself in
transactions as "Robert Johnson, Trustee," ingiEading only your name. When you
put property into a living trust, the trust becontesowner. Thus, this is the reason why
you must transfer title to the property from yowroname to that of the trust.
Nonetheless, you retain the right to use and etijeyroperty.

In the view of the tax authorities, the propertyhe trust belongs to you, the grantor, for
tax purposes. Thus, if you receive income froma$sets, you must still report the
income from the trust directly on your income taturn. The trust itself often files a
separate income tax statement as well, thoughRBedbesn't require one if the grantor
and trustee are the same person.



If you choose to have a living trust, then it iwigdble to apply to the Internal Revenue
Service for an employers identification numbertfos trust.

You can make anyone you want the trustee. You lsanname an alternative trustee. An
alternative trustee is also sometimes known asesgoc trustee to take over in the event
of the original trustee's death or incapacity.

In a riving trust, you keep the right to manageryowoperty whether you're the trustee or
not, since you have a right to change the ternteeofrust, the trustee, and the property in
the trust at any time. When you die, your alterretrustee distributes the property
according to the terms of the trust. Usually, yalternative trustee is your surviving
spouse or an adult child, but you can name a batkist company if you are willing to
pay their fees.

Living trusts can exist long after you die. If yaant the trust to benefit your
grandchildren, for example, you might specify ttheg trustee make gifts to them as
needed until they are fully grown. Living trustygiyou wide flexibility in distributing
your property.

It can be a hassle to set up and fund the liviagttibut the payoff for your family comes
when you die. However, there are two major benefits living trust. First, since the
property does not have to go through probate, thacebreak in continuity. Second, a
living trust in some cases saves a person subatantibate costs. If a probate action is
contested then it could get expensive.

What are the other advantages of a living trust?

A living trust can help you to managing your affailf you have a trustee, a living trust
can manage your property. Say you rent out congns;trustee can take over the
management, while you receive the income, minusgrtistee's fees.

A living trust can also provide a way to care fouyand your property in case you
become disabled, which is why many people use tivam'd typically set up a living
trust, fund it adequately, and name a reliableéiive trustee (often an adult child) to
manage it should you become ill. This avoids thaylend red tape of expensive, court-
ordered guardianship. And at the same time théeteusan take over any duties you had
of providing for other family members.

Does a living trust protect my privacy?

One of the best advantages of a living trust isithaaintains the deceased's privacy
more than wills, since there's typically no pubbécord required. However, if the trust is
funded through a pour over provision in your witle items transferred from your
probate estate may indeed appear in a public reespicially if the will is contested.

Are living trusts easy to prepare and change?

For a simple estate it is not that hard for a lawgecreate a living trust tailored to your
estate objectives, and you don't have to go threligltiormalities required to execute or
change wills.



What is the best reason to have a living trust?

In my professional option, the best reason to laaleing trust is if you have real estate
in multiple states. If you have property in anotbate, | always recommend setting up a
living trust to hold the title to that property. i§helps you avoid time-consuming,
complicated ancillary probate procedures.

What are the disadvantages of having a living trust ~ ?

The biggest disadvantage is the cost involvedkies much more time to prepare a living
trust and to prepare the documents to transferttitthe living trust, than it does to
prepare a set of wills. It only costs a few hundietlars in legal fees to prepare a set of
wills. Meanwhile, the legal costs to prepare anlivtrust range form $1,000 to $2,000.
Moreover, there are expenses to retitle your assetto prepare new deeds. There are
also filing fees that must be incurred to file yol@ed with the County Registry.

Will I have any title problems with my assets if | decide to go with a living
trust?

Some people do have title problems if they deadgotwith a living trust. Not all items
may be easily transferred into a trust. Jewelrylmaa problem, and if you transfer title
to your car into the trust, you may have troubliigg insurance on it, since you don't
own it anymore.

Will I have any tax problems if | choose to have a  living trust?

The federal estate tax allows an estate to usaraogker than a calendar year as the
"taxable year" used in tax deadlines. Living trukta't receive the same flexibility. If
you have a large estate and timing is a consiaerathen it might save you money to
pass your assets via will instead of trust. You'doave to have a separate taxpayer 1D
number for a living trust, but trusts are requitednake estimated tax payments, while
estates are exempt from this requirement for ttsé¢ tivo years.

Are there any other types of traps if | decidetog o with a living trust?

There are other traps in having a living trust.ihgvtrusts along with other non-probate
transfers like insurance policies, are not autoradyi revoked or amended on divorce,
unlike wills. If you don't amend the living trushen your ex-spouse could end up being
the beneficiary.

What special considerations should | take when I pr  epare my living trust?
When you write your living trust, make sure you sioler these issues:

» Coordinated estate plan It is important to make sure to coordinate thsttwith
the rest of your estate plan. The executor of yalirstill must pay income and
inheritance taxes and various probate expensed,tbotmany of the estate
assets are in the trust, he or she may not hawegbnooney to do so. One way to
meet this contingency is to give the trustee (armtassor) power to make these
payments from trust assets.

» Coordinated disability plan. If you prepare a living trust, then you should also
name your attorney in fact as specified in your @owf attorney as your



successor trustee. You don't want the provisionyof living trust to conflict
with your power of attorney. If they do this cowckate a disaster and massive
litigation.

Should my living trust be revocable or irrevocable?

Living trusts can be revocable (changeable) ovacable. Most living trusts are
revocable. However, some people (usually those avitit of money) do use irrevocable
living trusts to avoid taxes and for Medicaid plaom If you choose to have an
irrevocable living trust then you give up contreko the assets in the trust, in return for
escaping some estate, income or gift taxes aniliéalicaid planning.

An irrevocable trust doesn't avoid taxes entir@lyiving trust merely sets up a separate
taxable entity that might be able to pay taxeslater rate than if all the assets were
combined in one estate. It can also offer a bitenpyotection from creditors.

If you make the trust irrevocable to reduce taxebavoid creditors, prepare for a lot of
paperwork. And understand that you lose the fléikyof a revocable living trust. Be
sure to consult a lawyer before setting up an acable trust.

How is a living trust funded?

The easy part is setting up the trust. The hardsdrip putting something in it the living
trust. This process is called funding the trusisTihcludes not just depositing money in
the trust account, but also transferring title s8ets to the name of the trust.

Living trusts can be funded now, while you arealior after you have died. If you want
to fund it before you die (a funded trust), younster title of your assets to the trustee
and make the trustee the owner of any newly acduaissets you want to go in the trust.
Any assets in the trust will avoid probate. The engou leave out, the more involved
probate will be.

How do you transfer title of your assets to the tru stee?

You have to re-register title document for youreassThus, you have to transfer title of
your bank accounts and stocks to the trustee's .ndioreover, you have to prepare and
sign a new deed to your house that designatesusie¢ as owner.

Some people are just afraid to take the family bausg of the husband and wife's names
in joint tenancy and put it into a living trusttime name of one of the spouses. Maybe

that's because then they don't own their househenttust does. Moreover, some people
don't trust the spouse who is trustee to hold aadage it for the benefit of both spouses.

Finally, keeping a few assets out of the livingstrcan help protect against creditors’
claims down the line. When your estate containsesproperty and when it goes through
probate, it triggers the running of the statutéroitations on claims that can be filed
against your entire estate. Your creditors areoputotice that you have died, and once
the statutory period runs out, the estate is safa fnost claims. If everything you had
was in the living trust and there were no probtten the time within which a creditor
can come after the estate may be extended.



How does a living trust work if it is unfunded?

The other way to fund a trust is to have the adsatsferred to the living trust just before
you die or after your death. Many people choodend it through their will. To do this
you set up a living trust and a pourover will, whicansfers the assets into the trust upon
your death. Thereafter, you can add some ass#is toust before you die. Generally, the
will would specify that all estate property wouldys over into the trust, including life
insurance and other death benefits.

Should | have a living trust?

The debate over having a living trust focus onmgthe cost to go through the probate
process. However, in New Jersey the cost incunélda probate process are not
substantial. Having a living does not guaranteetgoaave you money. If your records
are well-organized, your assets are simple, yoneti@aries get along reasonably well,
then the cost to probate an estate is very reakangie cost to go through probate might
actually be less that having your estate pass g¢ifrauiving trust.

It is important to emphasize, that you will sti#ed a will even if you have a living trust.
You may want to determine how much probate willt g@sir estate and compare it to the
costs, financial and otherwise, of a living trust the same size estate.

What are the disadvantages of having a living trust ~ ?

A living trusts is a very important estate planniogl. In recent years, many people
erroneously have become led to believe living rasé miracle makers. This is an urban
legend. Here's a list of miracles they won't perfor

* Won't help you avoid taxes A living trust doesn't save any income or estate
taxes that couldn't also be saved by a properlygvesl will. The property in the
living trust is still counted as part of your tax&®ur successor trustee still has to
pay income taxes generated by trust property andgoat your death. Your
executor would have to pay such taxes out of ystate if you had disposed of
the property by a will instead of a trust.

* Won't make a will unnecessary You will still need a simple will to take care of
assets you fail to transfer to the living trustttoat you acquire shortly before
your death. Moreover, if you have small minor ctefd a will is required to
appoint a guardian for them.

» Won't affect non-probate assetsLike a will, a living trust won't control the
disposition of jointly owned property, life insut@payable to a beneficiary, or
other non-probate property

* Won't protect your assets from creditors.A living trust won't provide you with
asset protection. Your creditors can still try ée and attach your living trust
assets.

» Won't protect your assets absolutely from disgrunttd heirs.lIt is harder to
challenge a living trust than a will. However, &atwe can still file a lawsuit in
trial court to challenge a living trust on the gnds of lack of mental capacity,
undue influence, duress, or for other reasons.



* Won't entirely eliminate delays.A living trust could reduce the time required to
distribute your assets after you die. However,abitvcompletely eliminate any
delays. New Jersey



Choosing a Trustee

Who should | choose as a trustee if | setup atrus  t?

If your will leaves assets to a trust, then thecexer will transfer those assets to the
trustee for distribution to the beneficiaries, ar éontinued management. An executor's
duties can be time consuming and at times diffidddtwever, the executor's duties are at
least over within at most a few years. Meanwhilepatee's duties can continue for
generations. And they require expertise in colfgcBstate assets, investing money,
paying bills, filing accountings (quarterly or amtjuand managing money for
beneficiaries. The trustee consults with your bierefes about the size of the checks
issued periodically, what expenses will be paidawwhkithdrawals against principal will
be permitted. Obviously, then, it's preferablelio@se someone with whom the
beneficiaries feel comfortable. Since no individiinas forever, a bank or trust company
should ultimately be designated as successor &uste

What powers should you give the trustee?

In general it is advisable good idea to give wiatélide to the trustee, because the
economy changes so quickly. And because the laan difhits what kinds of investments
a trustee can make, you have to spell out thesersow the trust agreement.

The most important decision to make in designaditigistee is whether to use a family
member or a professional.

What are the advantages of having a relative named  as a trustee?

Many people choose family members to serve asseasiThey don't charge a fee, and
they generally have a personal stake in the trestsess. If the family member is
competent to handle the financial matters involvex$ the time and interest to do so, and
if you're not afraid of family conflicts if one agive is named trustee, using a family
member can be a good move for a small to mediuedgizst. If you do make a relative

a trustee, then make sure to consider who the ssacwill be in the event of death,
incapacity, divorce or other family strife.

Many settlors or grantors name co-trustees. Ustiad\spouse will be a co-trustee, so
that when one spouse dies, the other takes ovéér arguccessor co-trustee who's a
lawyer or has some specialized legal or finanamvidedge. But corporate trustees,
while expert, may be too expensive for moderatatest Before selecting a trust
company, it is advisable to discuss this with attafficer of the institution.

What is the downside of choosing a family member(s) as a trustee?
Here are the downside to choosing family members;

» Lack of expertise Your relatives often lack the financial acumeraof
professional trust officer, and so must often pirefessional help.

* Relatives Die Trusts can last for many years. Human trustemsbainks don't
and if they merge, the new company automaticalliysmcceed to its trust
operations.



» Family wars. Depending on their relationship with the benefigidamily
trustees may have problems with what the beneficiants and what's best for
him or her. Sibling rivalries may also complicateaagements in which one
brother or sister serves as trustee for othelgdys recommend a middle course
between naming an institutional trustee and naraifagmily member is choosing
a relative as co-trustees.

What are the pros of having an institutional truste e?

Banks are permanent institutions that can managetyast for decades. They also have
professional knowledge of and experience with itmesit options. They're objective and
regulated by law. If you question the honesty @iabdity of friends or family members,

a bank is the usual preference; and it can hahdletestments, tax preparation,
management, and accounting.

What are the disadvantages of having an institution al trustee?

» Cost If you do use a bank or trust company to manhgeassets, expect to pay a
fee for those services. These institutions sometingye a minimum fee that
makes them costly for a small trust.

Ask your trust company for its schedule of feesdliscuss it with a trust officer. Find out
what services are included and those for whichtemhdil fees are charged, including a
termination fee.

Fees are deductible for income tax purposes, texttent the income is taxable to the
trust or beneficiaries.

* Impersonality. While a bank probably won't die, that doesn't mgaur
beneficiaries will always be dealing with the sgmeeson; personnel move
around, or move on. As depositors in many banke learned, the bank itself
can change hands. And your beneficiaries will vaarmheone who's willing and
able to listen to and discuss their needs and igmssimpersonal institutions are
sometimes weak in these interpersonal areas. Ouotliee hand, when squabbling
relatives are involved, impersonality can be adirsatage.

If you do choose an institutional trustee, make stou and your beneficiaries are
comfortable with the people they'll be dealing with



Changing Your Mind

Can | change my will or trust after | have executed it?

Life always changes. Relationships with loves mwaetimes gets better and sometimes
worse. After you have prepared your initial estdéa your individual circumstances
change could change. You could acquire more ads®is, a falling out with family
members, your children will grow up, you and yoposgse may split up. Moreover, the
law estate law and tax laws constantly change. ,Tdaabange in the law could radically
effect the viability of your estate plan.

Most of these life changes will also cause youtange your estate plan. Therefore, it is
imperative that you review your will and other eéstplanning documents on a periodic
basis.

How is a will changed?

You can change, add to or even revoke your willtamg before your death as long as
you are physically and mentally competent to makechange. An amendment to a will
is called a codicil. You can't simply cross out pldvisions in your will and scribble in
new ones if you want the changes to be effectioe;have to formally execute a codicil,
using the same formalities as when executing thiataelf. Any codicils must be dated
so the court can tell whether they were made géar will. The codicil should be kept
with the will.

How can | revoke my will?

Sometimes when you undergo a major life changdy asdivorce, remarriage, winning
the lottery, having more children, or getting thstichild out of the house, then is
advisable to rewrite your will rather than makintptof small changes through codicils.
This procedure is best accomplished by executimgvawill that states that it revokes the
old one.

How can | amend my trust?

A trust is generally easier to amend than willgjureng fewer formalities. You can
modify a trust through a procedure called amendmémi should amend your trust
when you want to change or add beneficiaries, ahaligposition of assets in the trust, or
change trustees. You amend a trust by a writinggccan amendment to the trust. This
amendment explains the changes, specifying theaaeltions or deletions, signed by
you and dated. You should not detach a page frentrtist document, retype it to include
the new information, and put it back in, because ¢buld invite a legal challenge from a
disgruntled non-beneficiary or require a court'sstouction of the trust.

You don't have to write a formal amendment to thettto add property to it, because a
properly drafted trust will contain language giviyu the right to include property
acquired after the trust is drafted. You simply mnalire the new property is titled as
being owned by the trust and list it on the scheddlassets in the trust. You do have to
amend the trust if the newly acquired propertyasg to a different beneficiary than the
one already named in the trust, or if the trustrhase than one beneficiary listed.



What kind of information do | need to assess ifIn  eed to update my estate

plan?

If you are considering revising your estate plaantigou should review this checklist;

Ask yourself if any of these changes have occumgaur life since you executed
your will or trust.

Have you married or been divorced?

Have relatives or other beneficiaries or the ex@cdied or has your relationship
with them changed substantially and no provisiomasle in your will or trust for
this contingency?

Has the mental or physical condition of any of ymlatives or other
beneficiaries or of your executor changed substty?i

Have you had more children or grandchildren, orehehildren gone to college or
moved out of, or into, your home?

Have you moved to another state?

Have you bought, sold, or mortgaged a businessabesstate?

Have you acquired major assets (car, home banlkuatéo

Have your business or financial circumstances ob@dsggnificantly (estate size,
pension, salary, ownership)?

Has New Jersey law (or have federal tax laws) chdmg a way that might affect
your tax and estate planning?

If you do update your estate plan, you should afstate your final instruction and will
with the addresses and phone numbers of beneéisjdrustees, executors and others
mentioned in estate planning documents. It will maliministrating your estate much

easier.



Death and Taxes
What are the general legal principles of the fedelaestate tax?

Your estate isn't liable for federal estate taxatioless it exceeds the available
exemption amount. This is the value of assetsdhelh person may pass on to
beneficiaries without paying federal estate taxe Heonomic Growth and Tax Relief Act
of 2001 provides for a gradual increase in the gotem. In the year of 2009, the
exemption if $3.5 million. In addition, you can pagur entire estate, without any estate
taxes, to your spouse. This is referred to as tihenited marital deduction. If you simply
leave your estate to your spouse and don't cread@p@ropriate trust to take advantage of
your $3.5 million exemption, your spouse's estatepay taxes on this sum when he or
she dies.

To decide what the property in your estate is wdttl IRS does not look at what you
paid for it, but generally uses the fair marketueabf property you own at your death.
For appraisal purposes, the government uses teesédae of insurance policies in your
name, including most group policies from work oofpssional organizations, but only
cash value on someone else's life if you die bafdras matured.

To the extent your estate exceeds the availabl@gtxen, the federal estate tax rates start
at 37 percent. The assets subject to tax at deeyhimolude the family home, the family
farm, life insurance, household furnishings, besaefnder employee benefit plans, and
other items that produce no lifetime income. Inrshu may be richer than you think.

If your estate is likely to exceed the threshdhe@nt good estate planning can sharply
reduce the amount of money that goes to the govarthimstead of to your beneficiaries.

Although the federal estate tax misses most pedptea very onerous tax. The federal
estate tax is at 37% and may be as high as 50%efbine, if you are in jeopardy of
exceeding the threshold, then you should be cetbgierform an asset inventory, and
then see your lawyer if you need tax planning.



