KING LAW OFFICES, PLLC 

ESTATE PLANNING HANDBOOK

I.
INTRODUCTION
King Law Offices strongly believes that a wisely drafted, carefully executed estate plan is the critical component of a family's wealth management.  Our goal is to provide our clients with quality estate planning services tailored to each client's specific needs and goals.  The purpose for estate planning is to ensure that your assets are distributed according to your wishes at your death and to help preserve your assets by minimizing estate taxes and other expenses associated with inheritance such as probate.
Most individuals spend a significant amount of time and energy in their lives accumulating wealth.  This is obviously important for any family, but there comes a time to preserve wealth both for enjoyment and future generations.  A solid, effective estate plan ensures that your hard-earned wealth will remain intact as it passes to your beneficiaries.  

Unfortunately, many individuals procrastinate about drafting a will or estate plan and oftentimes never get around to it.  You can save a lot of money, potential chaos and hard feelings among those closest to you by preplanning how you want your assets managed if you become incapacitated and how your [image: image1.jpg]


property will be divided at your death.  When you put time, thought and effort into planning your affairs it sends a powerful message to your loved ones.  You are saying that you handled the matter with care and diligence.  This will reflect itself in how the money is received, invested and spent by your heirs.  If you took it seriously, it is much more likely they will handle it well themselves, including seeing to it that their affairs are properly planned.

Many of our clients have said they actually feel better after implementing an estate plan.  Our clients feel safe and secure that no matter what happens they have a plan.  This allows you to put concerns out of your mind and enjoy your life.  Remember, we're worrying about it for you, so you will have peace of mind. Our goal is to contact you every year or so reminding you that you have a plan with us and asking you if anything has changed.  If the law changes, we'll try to let you know about that too. 

King Law Offices is dedicated to assisting our clients in making good decisions regarding estate planning.  However, we do strongly recommend that our clients seek independent advice from a certified public accountant (CPA) and a financial advisor to thoroughly review every aspect of the estate plan and ensure that the completed plan is proper.

A. Common reasons to have an Immediate Estate Planning Review

1. 
You have never drafted a will, developed an estate plan, or it has not been reviewed in over a year.

2.
You recently relocated to North or South Carolina. 

3.
You have experienced family changes such as births, deaths, adoptions, marriages, engagements or divorce.

4.
You have experienced changes such as level of wealth, inheritance, acquisition or appreciation. 

5.
You have experienced emerging needs of beneficiaries due to illness, disability or finances.

6.
You want to provide for charitable beneficiaries or your charitable beneficiaries have changed.

7.
Retirement benefits comprise a significant portion of your wealth.

8.
You have a blended family and want assets to pass to your children.

9.
You are considering a new business or selling an existing business.

10.
You desire to make lifetime gifts.

11.
Estate assets in excess of the estate tax credit, which is $2 Million in 2007.

12.
You have purchased new or additional life insurance.

B.
Common Estate Planning Techniques

1.
Will: At a minimum, we recommend all of our clients to have a simple will.  If you die without a will, there is no guarantee that your property will pass according to your wishes.

2.
Revocable Living Trust: This is one of our most highly recommended estate planning tools.  This device is used to avoid probate and provide management of your property, during life, incapacitation and after death.
3.
Durable Power of Attorney: Instrument used to allow an agent you name to manage your property, assets, and other legal affairs if you become incapacitated.
4.
Health Care Power of Attorney: Instrument used to allow a person you name to make health care decisions for you should you become incapacitated.
5.
$12,000 Annual Gift Tax Exclusion: Technique to allow gifts without the imposition of estate or gift taxes.
6.
Irrevocable Life Insurance Trust: A trust used to prevent probate and estate taxes on insurance proceeds received at the death of an insured.  An Irrevocable Life Insurance Trust (ILIT), if created properly, will remove death benefits paid to the trust from the estate of the insured.  An ILIT can also be set up to provide benefits to the insured's surviving spouse. 
7.
Family Limited Partnership: An entity used to: (1) provide asset protection for partnership property from the creditors of a partner, (2) provide protection for limited partners from creditors, (3) enable gifts to children and parents maintaining management control, and (4) reduce transfer tax value of property.  It can protect assets such as a family farm, timberland, or family-owned business. 

8.
Children's or Grandchildren's Irrevocable Education Trust: A trust used by parents and grandparents for a child's or grandchild's education.
9.
Charitable Remainder Interest Trust: A trust whereby donors transfer property to a charitable trust and retain an income stream from the property transferred.  The donor receives a charitable contribution income tax deduction, and avoids a capital gains tax on transferred property.

10.
Fractional Interest Gift: Allows a donor to transfer partial interests in real property to donees and obtain fractional interest discounts for estate and gift tax purposes.

11.
Qualified Personal Residential Trust (QPERT): A trust used to transfer a personal residence to family members without incurring federal estate tax on the trust property. 

C.
Formulating an Estate Plan to meet your Goals and Objectives
A good estate plan identifies who will inherit you assets and how your beneficiaries will receive them.  Your plan should determine who will manage your estate and who can act on your behalf if you are incapacitated.  Another [image: image2.jpg]


goal for your estate plan is to minimize estate taxes, income taxes, and administrative costs for your heirs.  Finally, a good estate plan will provide funds to cover your immediate family’s needs while avoiding conflicts and protecting your family’s privacy.
Six steps to consider in formulating your estate plan are (1) determining your gross estate; (2) determining how to divide your estate; (3) listing probate and nonprobate assets; (4) calculating the portion of the estate that is taxable; (5) choosing an executor; and (6) implementing estate planning tools to reduce costs and solve inheritance issues.


1.
Determine your Gross Estate

Your gross estate will consist of all the property you own minus debts.  Property considered in the gross estate include liquid assets such as cash, checking accounts, savings accounts, and money market accounts, stocks, bonds, mutual funds, real estate, personal property items, life insurance death benefits, retirement annuities, and pensions.

2. Determine how to divide your Estate
Depending on your age and other considerations, you must decide who will receive your assets.  This may be your spouse, children, grandchildren, or other family or loved ones.  Tax planning, among other factors, should be an important consideration in making this determination.
3. List your Probate and Nonprobate Assets
As discussed in more detail below, your probate estate consists of assets that pass through a will.  Such assets include property held in your name individually, your share of jointly owned property held as tenants-in-common, and property payable to your estate through a beneficiary designation.  Probate assets are distributable under the court’s supervision.

On the other hand, nonprobate property passes to your beneficiaries automatically.  Such assets include annuities or life insurance policies with named beneficiaries other than your estate, property held as joint tenants with rights of survivorship, and assets held in some types of trusts.  You may even be able to hold assets in a mutual fund account with a transfer-on-death or payable-on-death designation.  In this situation, the assets in the account would pass to the beneficiary designated without going through probate.

Probate can be costly and can delay distribution of your estate.  Also, your probated will becomes a public record.  For these and other reasons, you may want to remove as many assets as possible from the probate process by using trusts and other estate planning tools.

4. Calculate the Taxable Portion of the Estate

As a result of the 2001 tax law, many people don’t pay any federal estate tax at all.  If you’ve made no taxable gifts during your lifetime, the first two million of an estate is effectively tax-exempt in 2006.  That exclusion amount will rise again in 2009. Also, in 2010, the estate tax is scheduled to be repealed.  In 2011, the exclusion amount will revert to what it would have been under the old law (one million), unless Congress passes new legislation to extend or modify it.  

Taxes can take a big chunk out of large estates.  In 2006, the maximum federal tax rate on estates above two million was 46%.  These taxes may be able to be lowered by taking advantages of different estate and tax planning.  King Law Offices does not give tax advice and we strongly advise our clients to seek independent tax advice from a certified public accountant.

5. Choose your Executor

Your executor or personal representative carries out the terms of your will.  Many people choose their spouse, sibling, child, or close friend to be executor, but a corporate executor can also act in this capacity.  The important thing to remember is to make sure your named executor is trustworthy and competent.  Also, you should make sure your executor clearly understands your instructions, knows where to look for your property, and is aware of any special considerations regarding the handling of your assets.
6. Implementing Estate Planning Tools

A will is a basic estate planning tool.  Trusts, beneficiary arrangements, gifts, life insurance policies, and other devices can also be used to resolve specific estate planning needs as well as lower probate costs, administrative expenses, and taxes.  King Law Offices recognizes that while some basic estate planning tools may be appropriate for many plans, there is no one method that is right for everyone.

II.
WILLS AND ALTERNATIVES TO A WILL

A.
Dying Without a Will

If you die without a will (known as dying “intestate”) in North Carolina, your assets will be divided among your immediate family.  If you have a spouse but no children, grandchildren or parents, your spouse will receive your entire estate. 

If you have a spouse and one child, your spouse will receive one-half of your real property plus the first $30,000 of your personal property and one-half of the remaining personal property in your estate.  The remainder will go to your child. If you have a spouse and two or more children, your spouse will receive one-third of your real property plus the first $30,000 of your personal property and one-third of the remaining personal property in your estate.  The remainder will go to your children.

If you have a spouse and parents but no children, your spouse will receive one-half of your real property plus the first $50,000 of your personal property and one-half of the remaining personal property in your estate.  The remainder will go to your parents.

If you die without a will, an administrator will be appointed by the court to distribute your estate.  If you have minor children and the children’s other parent does not survive you, a guardian for the children will be appointed by the court.  Also, estate settlement costs may increase without a will.  

Therefore, if you want to have any control over how your property will be distributed upon your death, you need a will and/or other estate planning instruments to carry out your wishes.  Even if you have only nonprobate assets, you still need a will.   There could be unexpected probate assets at your death, such as an income tax refund, personal property or bank accounts.

B.
Alternatives to a Will

Wills eventually become public after your death, with the details of what you owned and how much it was worth available to anyone curious enough to read the court file.  As a result, many people look for more private ways to transfer their assets. 

In North Carolina, alternatives to making a will include:

· Life insurance policies or trusts.
· Gifting cash or other assets before your death. 

· “Transfer On Death” (“TOD”) or “Payable On Death” (“POD”) bank accounts.
· Holding assets by “joint tenancy with right of survivorship” ("JTROS"), with the assets transferring automatically to the other joint tenant at the time of death.
· Holding assets through a “tenancy in common,” with each tenant having a divided interest in the property which can be independently sold.
· Retirement plans and “Individual Retirement Accounts” ("IRAs"). 

· “Revocable living trusts” (“RLTs”), giving all your assets to a trustee for management before your death.
C. Making a Will

1.
What is a Will?
A will is a legal document that allows you to control how and to whom your property passes at your death.  Your will can provide for the disposition of your home and other real estate, as well as personal property such as cars and bank accounts.  There are formal requirements established by N.C. law that must be met for a will to be valid.

A will indicates where your probate property goes after your death (probate is discussed in more detail below).  In your will, you will name an executor to administer the will and you may even designate a guardian for your minor children and their property if your children’s other parent does not survive you.

A will does not override an annuity, life insurance policy or anything with a named beneficiary.  Also, a will does not nullify the terms of any trusts you’ve established or reduce any taxes or expenses associated with settling your estate.


2.
Who can make a Will?

In North Carolina, you can make a valid will if you are at least 18 years old and of sound mind.  Your will must be in writing and signed by you or by another individual in your presence and at your direction.  Your will must be signed in front of at least two witnesses, although King Law Offices recommends at least three witnesses for various reasons..  
If you already have a will and circumstances in your life have changed, you should allow a King Law Offices attorney to review it to be certain that it still expresses your wishes and desires.  Even if you have a will from another state, you should have your will reviewed by a King Law Offices attorney to ensure that it meets the requirements of N.C. law.

An attorney at King Law Offices can explain the consequences of some of the most basic choices you must make, such as whether property you want to leave to your minor children should be put into a trust at your death.  For that reason, it makes sense to confer with a King Law Offices attorney in drafting or changing your will, so that you don't make costly mistakes or accidentally not accomplish what you intended.

Having a will makes the emotional time after your passing easier for your family. You can lessen the burden on your family by planning for their care and financial well being, by naming a guardian to take care of your minor children, by creating a trust for the benefit of your spouse or children, and by planning to save taxes.

D.
Providing For Young Children

There are many kinds of trusts, but the most common is one you would set up [image: image3.jpg]


for your minor children or incapacitated adult relatives for their care after you are gone and until they are old enough or well enough to take care of themselves. A parent can name a trustee to be in control of the finances and decide whether to sell or keep property, and manage assets such as real estate.  The trustee, usually a family member or trusted friend, can be paid an hourly rate or a set monthly amount for their services out of the trust assets. 

You will probably also want to name a guardian for your children in your will, someone who would have physical custody of and take care of your children on a daily basis should you or your spouse be unable to do so.  As a parent you want your child to be loved and nurtured, even after your death.  After you pass away, not only can you nominate a guardian, but you can also set aside funds for the child’s care and well-being.

Often it is best to choose a family member or a close friend you and your child know well and who shares your values and beliefs.  It is also important to consider the personal circumstances of the guardian.  Where the guardian lives as well as his or her financial, health, and emotional well-being will affect your child.  The person you nominate as guardian must be officially appointed by the Clerk of Superior Court.  You may name a successor guardian in your will if your first choice is unable to be the guardian.  Ask the guardian if he or she is willing to serve in this role before naming him or her in your will.  If the person you named as guardian is no longer the person you wish to care for your child, you can change your will.

You can make financial arrangements for your minor children’s care in your will. If you do not arrange for the management of property inherited by your minor children, N.C. law provides a statutory method for the management of the property for the child’s benefit.  Your will can provide that your child’s inheritance will pass into a trust for the child’s benefit.  The trust can ensure that the funds are used for the child’s education, health, and general well being.  You can determine when the child will receive those funds.  For example, instead of an 18 year old inheriting a large sum of money, you can require that the child be older before he or she can own the inheritance outside the trust.  Regardless of the age you determine to be a responsible age for your child to inherit your estate, you will be assured that the child’s needs will be paid for by the person you appoint to manage those funds for your child.  This person is called a “trustee.”  
III.
TRUSTS

A.  
Introduction

A trust is established by the grantor (also called maker or settlor) to hold and transfer his or her assets for the benefit of one or more beneficiaries.  A trust transfers legal title to assets to an individual and/or corporate trustee to hold for the trust’s beneficiaries.  A trust may be established during your lifetime in a separate document or following you death under your will.  In addition, a trust can make distributions to beneficiaries as specified by the terms of the trust, it may earn income, and it may pay taxes on undistributed income.  Generally, you may serve as your own trustee for trusts set up during your lifetime.

Trusts enable your assets to be managed after your gone, while providing income for your beneficiaries.  Since trusts do not have to be approved by a probate court, probate costs are eliminated.  Also, some trusts may reduce taxes for you heirs.  Because trusts supersede the provisions of your will for those assets transferred to the trust during your lifetime, it is critical that you review how these assets will be transferred if you revise your will.

Some potential benefits of a trust are the following: they can help avoid, decrease, or defer federal estate and income taxes; they may provide ongoing financial support and professional asset management for minor or special-needs children, aging relatives, spouses, or other dependents who may not have the financial ability to handle large sums of money; they may provide greater legal protection for your assets and your estate plans; they may avoid probate to preserve privacy and reduce costs; and they may protect property from the claims of creditors.

B. Testamentary Trusts

This type of trust is created by the terms of your will after you die and is funded by your estate.  A trustee is named in your will.  This form of trust is often used to avoid estate taxes, control when or how assets will be distributed to beneficiaries, or have someone manage the assets after your death.
C. Revocable Living Trusts
A revocable living trust (RLT) has the potential for being a primary estate planning instrument.  It may even be more important to your estate plan than your will.  The revocable living trust is an agreement between its grantor and a trustee.  Pursuant to the agreement the maker transfers assets to the trustee and gives instructions to the trustee concerning the management of the assets while held in the trust.  The instructions specify how the assets are to be held and used during the maker’s lifetime, as well as how the assets are to be distributed at the maker’s death.  A person can be both the maker and the trustee of a RLT.  The term “revocable” refers to the fact that the maker has the power to change or do away with the trust.  The maker also has the power to add or remove assets from the trust and control and direct all payments from the trust.  If the maker is also the trustee, he can make all decisions concerning the assets in the trust.  The trust agreement can provide that any assets held in an RLT will avoid probate at the maker’s death.  Unlike wills, RLTs can provide a way to manage your assets during periods of disability.
Some common reasons to establish a RLT include the following:


1.
Organization of a person’s financial affairs prior to his or her death.

2.
Continued management of a person’s assets in the event of his or her incapacity (i.e., a similar function to the Durable Power of Attorney).

3.
Bridging the gap between a person’s incapacity and estate administration after his or her death.

4.
Avoidance of some of the problems associated with probate of wills and administration of estates.

RLTs are tax neutral. Both wills and trusts can help avoid estate taxes, but must include specific provisions to do so.  If you require tax planning, you should make sure that your King Law Offices attorney is aware and can confer with your CPA, whether you choose to do so by will or RLT.

Beware of many misconceptions about trusts.  One such misconception of a RLT is that it can protect your estate from creditors.  Although some instruments may assist in this function, because a RLT is revocable, the assets generally are not protected from creditors, although in some situations it could protect some estate assets from some types of creditors.  Remember, only a licensed attorney should be giving you advice regarding the legal ramifications of a trust or other estate planning document.
A RLT avoids probate because your property is owned by the trust, so technically there's nothing for the probate courts to administer.  Whomever you name as your “successor trustee” will gain control of your assets and distribute them exactly according to your instructions.  A will doesn't take effect until your death, and is therefore no help to you during lifetime planning, an increasingly important consideration since Americans are now living longer.  A RLT can help you preserve and increase your estate while you're alive, and offers protection should you become mentally disabled. 

Individuals who create most RLTs act as their own trustees.  If you are married, you and your spouse can act as co-trustees, and you will have absolute and complete control over all of the assets in your trust.  In the event of a mentally disabling condition, your hand-picked successor trustee assumes control over your affairs, not the court's appointee.

Do not expect to avoid income taxes by using a living trust.  The purpose of creating a RLT is to avoid probate and reduce or even eliminate federal estate taxes.  It is not a vehicle for reducing income taxes.  In fact, if you're the trustee of your RLT, you will file your income tax returns exactly as you filed them before the trust existed.  There are no new returns to file and no new liabilities are created.  Also, assets in the trust can still be included in your gross estate for federal estate tax purposes.
Real estate may be transferred into your RLT.  Otherwise, upon your death, depending on how you hold the title, there will be probate in every state in which you hold real property.  When your real property is owned by your RLT, there is no probate anywhere.


D.
Irrevocable Trusts
An irrevocable trust is a permanent arrangement that cannot be revoked or changed.  It can have enormous tax advantages since the assets in the trust may no longer be considered part of your estate for tax purposes.  The trustee can be given discretionary powers and, with some qualifications, beneficiaries can say what happens to the assets in the trust.  It is critical to remember that as the donor, you must be out of the picture and relinquish control for the trust to be effective as a tax savings device.



1.
Irrevocable Life Insurance Trust

An Irrevocable Life Insurance Trust (ILIT) is a commonly used type of irrevocable trust.  As a general rule, assets that you do not own are not taxable in your estate.  You can use this to your advantage by transferring you life insurance out of your estate and into an ILIT.  Proceeds from life insurance in an ILIT can pass to your heirs free of both estate and income taxes.[image: image4.jpg]



Generally, an ILIT is established to purchase and hold a life insurance policy. Typically, money is gifted to a trustee who is authorized to use those dollars to purchase a life insurance policy on your life.  If structured correctly, the premium dollars paid into the trust qualify for the annual $12,000 per person gift-tax exclusion.  By taking advantage of the annual gift-tax exclusion, you avoid losing any of your estate tax exclusion.  Significant estate tax benefits can be gained because the trust owns the insurance. 

Everything you own at the time of your death is included in your taxable estate. If you own a life insurance policy, the amount of the death benefit paid to your beneficiaries will be included in the total of your taxable estate.  This can significantly increase the value of your estate, which may also increase the estate taxes due.  New purchases of life insurance can be kept out of your estate from the very beginning.  A policy will not be subject to the three-year look-back rule (a rule used by the IRS in determining you gross estate discussed below) if the trust is the original purchaser.  You can create the trust, the trustee can purchase the policy, and the death benefit can be distributed to your heirs free of estate taxes.  Because the payment consists of life insurance proceeds, it can go to your heirs free of income taxes too.  
Once the trust is created, you could gift sufficient funds to cover the annual life insurance premium.  To qualify this gift for the annual $12,000 per donee gift exclusion, the trust beneficiaries must have the absolute right to withdraw the funds that have been gifted to the trust.  The beneficiaries, however, will normally decline this right to withdraw and will leave the money in the trust. The trustee is then authorized to use those dollars to pay premiums on an insurance policy on your life. 

Upon your death, the proceeds from the life insurance policy are paid to the trust.  The trust document will include provisions for use of the proceeds. Provisions may include an option to loan money to the estate, to purchase assets from the estate, or to pay a lump sum (or possibly an income stream) to your beneficiaries. 

It's important to remember this type of trust is irrevocable, which means it cannot be changed.  The trustee can cancel the life insurance policy if you decide to discontinue gifting money to the trust to pay the premiums, but the accumulated cash value cannot be returned to you.  For this reason, it is important to carefully consider the advantages and disadvantages of this type of trust prior to utilizing it in your estate plan. 

It is a less common approach, but you can gift an existing life insurance policy to the trustee to be held in the trust.  Gifting a current policy can have negative gift and/or estate tax implications, so it is important to carefully evaluate the ramifications of such a transfer.  These policies are subject to an IRS requirement known as the “three-year rule.”  If you die within three years of transferring the policy to the trust, the policy’s benefits will still be taxed in your estate.  If you live beyond the three-year period, the policy is not part of your estate.

Selecting a trustee is another important consideration when setting up this type of trust.  The trustee's responsibilities include: 

· Setting up the trust account; 

· Selecting the insurance company and policy; 

· Receiving the gifts from you; 

· Notifying trust beneficiaries of these gifts; and 

· Paying the life insurance premiums. 

This is not a job that should be taken lightly, as the documentation requirements are vital to ensure the trust achieves the desired estate tax benefits. 


E.
Marital Trusts for Spouses 

If you’re concerned about whether your spouse would or could manage your assets wisely after your death, you could leave them in a marital trust instead of leaving them outright.  As with an outright bequest to your spouse, the trust can qualify for the unlimited estate tax marital deduction.  Your spouse could have unlimited access to the trust funds, or you could limit the use of the trust assets for specific purposes.  In either case, your spouse would benefit from responsible asset management.  Upon your spouse’s death, probate would be avoided on trust assets and these assets would pass on to the beneficiaries you designate in the trust, such as your children or children from a previous marriage.

F. Qualified Terminable Interest Property Trust

A type of marital trust, called the Qualified Terminable Interest Property Trust (QTIP Trust), gives your spouse all the investment income from the trust assets, but can also limit your spouse’s access to, or control over, the trust principal.  The QTIP trust is often used when there is a second marriage and a desire to keep the trust’s principal intact for children from a previous marriage.  It can also be used to protect assets from the spouse’s creditors and/or imprudence.

G.
The Marital Deduction and Credit Shelter Trusts
The Internal Revenue code and North Carolina law grant an unlimited gift and estate tax deduction for all transfers to a spouse whether made during life or death.   Thus, anyone may give or leave his or her entire estate to the surviving spouse without gift or estate taxes and, furthermore, may do so in such a way as to minimize taxation of the portion for the benefit of their family after the surviving spouses death.[image: image5.jpg]



The following qualify for marital deduction:

· outright gifts and bequests 

· jointly-held property 

· life insurance 

· joint and survivor annuities 

· certain life estates in real estate 

· trusts of which the surviving spouse is sole income beneficiary for life
Married couples wishing to leave assets to their children and other family members can create a credit shelter trust, to be funded with their applicable exclusion amount.  You can establish a credit shelter trust during your lifetime or at your death through your estate planning documents.  The balance of your assets can be distributed as gifts or through a marital trust.
The main benefit of a credit shelter trust is to protect the assets funding the trust from gift and estate taxes at your death and following the death of your surviving spouse.  Once assets are transferred to a credit shelter trust, distributions of trust income or principal (including any future appreciation in the value of the principal) are free of gift or estate taxes for your family, regardless of when they are made or to whom (spouse, children, grandchildren, etc.).  Following your spouse’s death, the assets in the credit shelter trust are distributed or held in the trust for the benefit of your children or others, according to the terms you have provided in the trust.
A note of caution about credit shelter trusts: A credit shelter trust can only be funded by property held in the individual name of the decedent; it is not generally available where property is jointly-held since this property passes automatically to the survivor. And jointly-held property between spouses will not be available to fund the unified credit, because the value of the property which passes to the surviving spouse automatically qualifies for the marital deduction.

H. Trusts to Protect Assets from Creditors 

Various estate planning strategies can help protect assets from potential tort, regulatory, contract, marital, and other creditors.  Asset protection does not include hiding assets, committing fraud or perjury, or engaging in fraudulent transfers.

There are many techniques to preserve and protect assets, including holding title to them in an exempt form, purchasing life insurance, having a retirement or IRA account, and transferring property to others.  An irrevocable trust, established for valid tax and estate planning purposes, may also provide creditor protection as a side benefit.

Asset protection strategies are usually best applied on a case-by-case basis and depend on applicable state law.

I. Charitable Remainder Trust

A Charitable Remainder Trust is a tax-exempt, irrevocable trust that allows a donor to make a current gift of cash or appreciated assets to a trust while receiving an income stream from the trust for his or her life.  At the donor's death, the trust terminates, and the appointed trustee distributes the remaining assets to charities as directed by the donor.  The trust provides a current income tax deduction, freedom to sell assets without immediate capital gains realization, and potential for reduction or elimination of estate taxes. 

After King Law Offices has set up your trust, cash and/or appreciated assets can be transferred into the trust.  In most cases, the trust will name you and your spouse as income beneficiaries, which means you will receive income for the duration of your lives. T he trust will also name qualified charities, selected by you, to receive the trust proceeds as remainder beneficiaries. 

If the Charitable Remainder Trust sells an appreciated asset, no capital gains taxes are owed at that time.  As a result, more money is available for reinvestment inside the trust than would be if the asset was sold outright. 

If the trust's beneficiaries are IRS-qualified charities, you will receive an income tax deduction at the time you make the gift to the trust.  The amount of the deduction will be a percentage of the value of the gift.  This percentage is determined by a number of factors: 

· Payout rate selected in the trust; 

· Life expectancy of the person(s) receiving income from the trust; 

· Type and value of the asset that is gifted; and 

· Applicable Federal Rate (AFR), which fluctuates monthly. 

In most cases, the greater the income paid to the donor, the lower the deduction. 

J. Special Needs Trust

A special needs trust can be established to provide financially for persons 65 and younger who cannot care for themselves because of a mental or physical disability.  Properly arranged, it preserves assets (including gifts or inheritance) while still allowing the family member to remain eligible for Social Security and Medicaid benefits. A guardianship is commonly established in conjunction with a special needs trust to oversee financial and personal considerations on the person's behalf. 

For persons over 65 with a disability, a pooled trust, in which separate accounts are maintained for each beneficiary, but funds are pooled for investment, can be created. 

Proceeds from a lawsuit (such as a personal injury lump sum or structured settlement) are protected through a settlement trust to retain government program eligibility. 

If a disabled family member of any age will not be receiving government benefits, a support trust can provide for basic needs; a trustee handles the money on his or her behalf. 

IV.
Powers of Attorney 
In recent years, the effect of a person’s incapacity on their estate and financial planning has become increasingly more of a concern.  Incapacity raises the question of what should be done, or what can be done, when a person becomes unable or unwilling to manage their own personal and financial affairs or becomes incapable of acting rationally and prudently in their own financial best interest.  To avoid the expense and burden of going though a formal court hearing for guardianship, a person can do themselves and their family a great favor by executing a Durable Power of Attorney and Healthcare Power of Attorney.  When a person does not make advance arrangements for another to handle his or her personal or financial affairs or management of his or her property, it is often too late to start planning because the person may not be competent to sign necessary documents.

A.
Durable General Power of Attorney

In North Carolina, you can sign a Durable General Power of Attorney to appoint someone to handle your assets if you become incapacitated.  At a minimum, a power of attorney should include the power to: [image: image6.jpg]



· Manage and transfer all assets 

· Deal with the IRS 

· Make gifts on your behalf 

· Create and amend any trusts you set up 

You don't need to transfer any assets at the time you sign a power of attorney, but it's a good idea to keep the person you've chosen informed about your ongoing financial matters. 
A Durable General Power of Attorney may be immediately effective or become effective only when the principal becomes incapacitated.  You should be very careful in selecting your attorney-in-fact.  The person selected does not have to be an expert in investment, accounting, law, and business management.  However, the attorney-in-fact should have financial maturity which will result in making logical and prudent decisions, to know when to seek assistance from experts in respective fields, and to know when to delegate.  It is also important to select a successor attorney-in-fact in the event the primary attorney-in-fact is unable to serve.

B.
Durable Health Care Power of Attorney

You can also execute a Durable Health Care Power of Attorney so health care decisions can be made for you when you're unable to do so yourself.  This person can provide informed consent for treatment, or even refuse treatment for you. 
The Health Care Power of Attorney can become invaluable in the event you become incapacitated or are in a serious medical condition.  This document will allow your attorney-in-fact to communicate with you physicians.  This document is commonly executed along with a Declaration of a Desire for Natural Death (or Living Will) which dictates what your wishes are in the event you become terminally ill or in a persistent vegetative state.
V.
PROBATE AND ESTATE ADMINISTRATION
King Law Offices also assists clients after a loved one passes away.  Our attorneys can help executors or administrators of an estate in the probate or estate administration process after a family member’s death.

Upon the death of a loved one, great emotional sadness sets in as family and friends support each other during this time of loss.  After finding a firm emotional foundation, it is time to address the task of administering the estate set up by the deceased.

A. Initial Steps when a Loved One Passes Away

When a loved one passes away, although it can be a painful and emotional time, it is important to remember that there are going to be some legal issues to resolve, even though it may be inconvenient.  Regardless of whether your loved one died with a will, trust, or without a will or estate plan of any kind, the following are some good ideas to remember during this time.

1.
Notify a funeral director and clergy, and make an appointment to discuss funeral arrangements.  Request several copies of the decedent's death certificate.  You will need the death certificate for his or her employer, life insurance companies, and attorney for legal procedures.

2.
Notify the immediate family, close friends, business colleagues and employer.

3.
Locate the decedent's important papers.  Gather as many of the decedent's papers as possible.

4.
Contact King Law Offices for a consultation or notify the attorney who will be handling the decedent's affairs.  Make an appointment immediately because some legal issues or tax issues may need addressing immediately.
5.
Telephone decedent's employee benefits office with the following information: name, Social Security number, date of death (or incapacity); whether the death (or incapacity) was due to accident or illness; and your name and address. The company can begin to process benefits immediately.

6.
If decedent was eligible for Medicare, notify the local program office and provide requested information.
7.
Notify life, accident or disability insurers of decedent's death or disability.  However, there are important legal reasons you should decline any payment from the insurance company until meeting with an attorney.
8.
Notify the decedent's Social Security office of the death. Claims may be expedited if a surviving family member goes in person to the nearest office to investigate making a claim for survivor's benefits.  Look for the address under U.S. Government in the phone book.

9.
If decedent was ever in the military service, notify the Veterans' Administration.  Surviving relatives may be eligible for death or disability benefits.

10.
Do not change the title to any assets.  This can create unnecessary problems for you.  Please contact our office for a consultation before you start this process.



B.
What is probate?

“Probate” is the public process of: 

· Filing and validating a will in court 

· Paying all the debts and taxes of the deceased person 

· Dividing up the assets according to the will or North Carolina law

If you have no debts and no "titled property" such as real estate or vehicles to pass along to heirs, there may be no need for probate. 

The law relating to probate in North Carolina is governed by Chapters 28, 31 and 47 of the North Carolina General Statute.s 

Probate is also known as estate administration.  It is essentially a court process after a person's death that determines how the person's probate assets will be distributed. 

C.
Distributable and Non-distributable Assets  
All assets are not subject to probate.  A few assets such as those with a [image: image7.jpg]


beneficiary designation, titled as joint tenants with rights of survivorship, along with a few other types, are not subject to probate.  However, many other assets are subject to probate, depending on whether or not the decedent had an estate plan and how well it was drafted.
Categorically assets that are not subject to probate include: 

1. assets held as joint tenants with right of survivorship, 

2. assets held as tenants by the entirety between husband and wife,

3. life insurance proceeds and retirement plans and IRA proceeds, unless the estate is named as the beneficiary. 

These above mentioned types of assets typically designate the beneficiary at the death of the owner and therefore probate is not necessary to determine the new owner or to make a transfer of the assets. 
D.
Probate Procedure 

A will may be probated by filing a petition with the court.  The Steps involved in a probate proceeding are:

1.

Locate Will and Qualify Executor 
The probate process begins with determining whether or not the decedent wrote a will, and locating it if one exists.  If there is a will, the person named as the executor or personal representative in the will must qualify with the court in order to be officially named as executor.  If there is no will, North Carolina law or Clerk of Superior Court determines who can qualify with the court as executor of the estate. 

Generally, the decedent's spouse or family members will most likely qualify as the executor or administrator.  Upon qualification of the executor/administrator, the court, will issue "letters" to the executor/administrator which will be used by the executor/administrator during the estate's administration to prove the executor's/administrator’s authority to administer the estate. 

If the decedent died with a will that names an executor or personal representative a non-resident of North Carolina, the decedent's estate will be required to request the appointment of a resident process agent who will agree to notify the non-resident personal representative of all citations, notices and processes served on the process agent. 

If there is no provision in the will waiving the requirement of a bond for the personal representative, a non-resident personal representative will be required to post a bond. 

2. 
Conduct Estate Inventory 
The executor shall file an inventory statement with the court that lists every asset owned by the decedent at death. The value of listed assets on the date of the decedent's death of the inventory statement must also be provided by the executor.  This document, as well as all other documents filed with the court, will be available to anyone who visits the courthouse and requests to see the probate file for the decedent.  In other words, anyone can ascertain the value of the decedent's probate estate and the names of the decedent's beneficiaries. 

3. 
Notify Creditors 
Prior to any distribution from the estate (for bequests, debts, taxes, or other reasons), the executor must publish a legal notice in the newspaper for four consecutive weeks notifying all persons, firms, and corporations who may have any claim against the estate ("creditors") to give the executor notice of those claims. 

The executor must give these creditors at least three-months from the date of the first publication of the notice to present their claims and should not make any payments from the estate before that time.  Further, the executor must mail notice of the estate administration to those creditors of the decedent and estate of whom the executor is actually aware. 

4. 
Pay Creditors 
Once all creditor claims have been submitted to the executor, the executor will pay all valid claims.  If the estate does not have assets sufficient to pay all valid claims, the executor must prioritize claims for payment, and in that case, beneficiaries named in the will may not inherit anything. 

5. 
Filing of Tax Returns 
The executor will also file all relevant tax returns for the decedent's estate and pay all taxes due. Those returns include the federal estate tax return, the state inheritance tax return, the federal and state gift and income tax returns, and the state intangibles tax return.  King Law Offices generally advises all tax documents be filled out by a Certified Public Accountant.
6. 
Preparing Annual Accounts 
If the probate process takes longer than one year, the executor must file an annual account with the court each year. The annual account will detail all of the receipts and expenditures of the estate during the year of the account. 

7. 
Distribute to Beneficiaries 
After the appropriate time periods have expired for payment of creditor claims and taxes, and after paying all valid debts and taxes of the estate, the executor is responsible for distributing any remaining estate assets to the beneficiaries of the estate. 

If the decedent had written a valid will, the executor will distribute the assets to the persons named in the will.  If the decedent had not written a valid will, the executor will distribute the assets to the persons designated by statute in the proportions designated in the statute. 
8. 
Prepare Final Account 
After the executor has completed all of his or her responsibilities, the executor will file a final account with the court in order to close the estate.  The final account will detail all of the receipts and expenditures of the estate since the last annual account, or if the estate is closed within one year, during the entire probate process. 

E.
Costs of Probate  
In North Carolina, probate fees are 40¢ per $100.00 of property subject to court costs of probate are limited by statute to $6,000.  In addition to court costs, however, are costs of executor fees, attorney fees, and fees of other professionals involved in the estate administration.  Although these other fees are not limited by statute, the probate court will review the fees to determine whether they are excessive. 

F.
Time for Probate Process  
At a minimum, an estate administration will take three months (to allow for all creditors to submit their claims).  If estate and inheritance taxes are payable, the length of the administration process will significantly increase, usually to more than one year. 

G.
Probate of a Small Estate 

A small estate is one in which the net value of the decedent's probate assets does not exceed $10,000 or $20,000 if the surviving spouse is entitled to the entire estate.  The probate on such estate may be obtained either by (1) administration by affidavit, or (2) summary administration 

1. 
Administration by Affidavit 
Administration by Affidavit is a somewhat simplified and less expensive alternative to normal probate and administration.  For these purposes, net value is defined as gross value of the decedent's personal property, less any liens or encumbrances against such personal property, general obligations and any year's allowances paid to the surviving spouse. 

2. 
Summary Administration 
Summary Administration may be used where the entire probate estate passes to a surviving spouse.  This procedure is commenced by filing of a Petition for Summary Administration and can often be completed in one day.  However, there is one significant draw-back to use of this procedure: the surviving spouse agrees to assume all liabilities of the decedent. 

VI.
ESTATE TAX
A. What is the estate tax and who is affected? 

If the decedent owned a substantial amount of assets, both the Federal Internal Revenue Service and the North Carolina Department of Revenue assess an estate tax upon death.  The estate tax is basically a tax on the decedent’s estate’s right to pass property to others upon death and are in addition to any inheritance taxes.  Fortunately, most people are not affected by the estate tax.  In 2007 the law provides that this amount will increase to $2 million for death occurring in 2007-2008, $3.5 million for death in 2009, and is scheduled to be an unlimited amount in 2010 with the repeal of the federal estate tax.  However, in 2011 the federal estate tax is scheduled to be back in force, when each person can transfer no more than $1 million free of estate tax.  It is important to note that the law may change at any time, and there may never be a repeal of the federal estate tax.  If you think your estate may be worth over the applicable amount, you should see a King Law Offices attorney and CPA to help you plan your estate to minimize or eliminate estate taxes.

North Carolina imposes an estate tax on the estate of a decedent when a federal estate tax is imposed on the estate and the decedent was either (1) a resident of [image: image8.jpg]


North Carolina who owned property in North Carolina or property that has a tax situs in another state or, (2) a nonresident who owned real property in North Carolina or personal property that has a tax situs in North Carolina.  N.C.G.S. 105-32.2(a)
Under North Carolina law, an estate that is not subject to the federal estate tax is not subject to the State estate tax.  However, the North Carolina General Assembly did not adopt either the federal phase-out or termination of the credit. Therefore, the North Carolina estate tax is equal to the 2001 state death tax credit for estates of decedents dying before July 1, 2005.

For decedents dying on or after January 1, 2005, the North Carolina estate tax will continue to be equal to the state death tax credit that was allowable under section 2011 of the Internal Revenue Code as it existed prior to 2002.  The amount of North Carolina estate tax cannot exceed the amount of federal estate tax determined without regard to the deduction for state death taxes allowed under Section 2058 of the Code and the tax credits allowed under Sections 2011 through 2015 of the Code. 

A North Carolina Estate Tax Return (Form A-101) is required to be filed by the personal representative if a federal estate tax return is required to be filed with the Internal Revenue Service.  If a decedent owned property in two or more states, the credit must be prorated between those states by completing the applicable lines on Form A-101.  N.CG.S. 105-32.4 
The North Carolina Estate Tax Return must be filed with the North Carolina Department of Revenue at the same time the federal estate tax return is due, which is nine months from the date of death.

If the Internal Revenue Service corrects or otherwise determines gross estate tax and the report of the changes is received on or after July 1, 2006, an amended State return must be filed within six months from the date the report is received. If a report of federal changes from the IRS was received before July 1, 2006, an amended State return must be filed within two years from the date the report was received.

Estate Tax Waivers exist through Senate Bill 1229, which was signed into law on July 30, 1998, and amended the inheritance tax statutes effective for estates of decedents dying on or after August 1, 1998.

Under prior law, bank accounts, certificates of deposit, IRAs, corporate stocks, bonds, etc., could not be transferred from the decedent’s name without a tax waiver from the Department of Revenue. Senate Bill 1229 repealed the requirement that an inheritance and estate tax waiver (Form A-105) be obtained from the Department before ownership of a decedent’s bank accounts, stocks, bonds, etc., can be transferred. 

(Because estate taxes are still a lien against real property owned by the decedent, waivers will still be issued for real estate if requested.)

B.
Liability for the Tax

The primary source of payment of the estate tax is the assets of the estate.  A person receiving property from an estate is liable for the tax attributable to that property.  The personal representative of the estate is liable for any estate tax not paid within two years after it was due.  The liability of the personal representative is limited to the value of the assets under the representative's control. 

A clerk of court becomes liable for any estate tax due if the clerk allows the representative to close the estate without either providing an affirmation that no tax is due on the estate because a return was not due to be filed or giving the clerk a closing certificate issued by the Department of Revenue. 

C.
Payment of the Tax

The personal representative must file the estate tax return.  The return and payment are due on the date the federal estate tax return is due.  An extension of time to file the federal estate tax return is an automatic extension of time to file the State estate tax return.  The Department may also extend the time for paying the tax. 

D.
Installment Payments

A personal representative may elect to make installment payments of the North Carolina estate tax in the same manner as elected for federal estate tax under section 6166 of the Internal Revenue Code.  Payments under this election are due at the same time in the same proportion to the total tax due as payments of federal tax. 

E.
Life Insurance

Generally, life insurance is not subject to income tax when the proceeds are received by your beneficiaries; however, any assets that you own, including life insurance, IRAs, houses, bank accounts, and other property will be subject to estate tax.

F. Reducing the Tax Liability

Estate taxes are generally based on your taxable estate, which is usually your gross estate (including probate and nonprobate assets) reduced by any applicable estate tax deductions.  In determining your taxable estate, you can deduct bequests to spouses and qualified charities, as well as miscellaneous items such as administrative expenses associated with your death.

Special rules may apply when you own property with another person as a joint tenant with right of survivorship.  Generally, if the joint ownership is with a spouse, half the property is considered part of your estate for tax purposes.  If the joint ownership is with someone else, the entire value is considered part of your estate except to the extent your estate can show that the other person paid part of the cost of the property.



1.
Deductions

The following deductions reduce the value of your gross estate, thereby decreasing your estate tax liability: martial deduction for property passing to your surviving spouse; funeral and related expenses; administrative costs such as attorney, accountant, executor, and appraisal fees; probate fees and expenses; debts, including medical expenses, mortgages and income tax; gifts made for the use of charitable, educational, religious, or public institutions; and state death taxes.

2. Credits

The following credits allow for a dollar-for-dollar decrease in the estate taxes you owe at your death: applicable credit amount (formerly known as the unified credit); tax on prior transfers (property inherited within 10 years prior to your death and on which estate tax has already been paid); and foreign country death taxes.
3. Deduction for Charitable Gifts

Gifts to tax-exempt charities, charitable trusts or private foundations may help reduce taxes for those with a potentially large estate tax liability.  Transfers to tax-exempt institutions or charitable trusts can be made free of gift or estate taxes during your lifetime or at death.  For gifts during your lifetime, you can take an income tax deduction of up to 50% of your adjusted gross income for each year a gift was made.

4. The Marital Deduction

Any amount you leave to your spouse as an outright gift (if your spouse is a U.S. [image: image9.jpg]


citizen) or in trust that qualifies for the estate tax marital deduction, is free of federal estate taxes.  However, for most married couples, it is really a deferral, not an exemption.  This is because the assets that remain at your surviving spouse’s death will ultimately be included in his or her estate for estate tax purposes.  The federal estate tax will kick in when the surviving spouse dies and the property passes to children or other beneficiaries.  

To ensure this technique works regardless of which spouse dies first, each spouse should have sufficient assets titled in his or her name to fully fund the applicable exclusion amount.  For tax purposes, it is less important for the assets above the applicable exclusion amount to be owned separately or be divided between the two spouses.  Assets should be left in a way that qualifies for the marital deduction, as an outright distribution or to a trust that qualifies for the marital deduction.

Although the marital deduction only defers paying taxes until the death of the surviving spouse, this deferral is almost always a better option than paying the taxes at the death of the first spouse, once you’re over the applicable exclusion amount.  This is particularly true given the 2001 tax law, which reduces estate taxes between now and 2009, repeals them in 2010, and reverts back to an exclusion amount of one-million in 2011.

5. Estate and Gift Tax Credits

The federal tax credit, known as the “applicable credit amount,” reduces the tax due on gifts made during you lifetime, and in the event of you death, reduces the tax due on your taxable estate.  Formerly known as the “unified credit,” the applicable credit amount has been “de-unified.”  Under the prior law, the applicable exclusion amounts for estate tax and gift tax purposes were identical.
The amount of assets that you can pass free of federal gift and estate taxes by using your applicable credit amount is called the “applicable exclusion amount.”  Under the 2001 tax law, the applicable exclusion amount for estate tax purposes increased to $2 million in 2006 and will increase again to $3.5 million in 2009, while the applicable exclusion amount for gift tax purposes will remain frozen at $1 million.

Additionally, the annual gift tax exclusion amount (which was $12,000 for 2007) allows a person to give this maximum amount to each of one or more recipients, each year, and it is not considered a “taxable gift.”  However, any amount above that limit is considered a “taxable gift” and can be subject to gift taxes.  Each year that a donor gives more than the annual exclusion amount to any one individual, the lifetime applicable gift tax exclusion amount of one million dollars is reduced by the same amount.  The donor should report this overage to the IRS, and keep a running tally of the taxable gifts made.

Therefore, if you’ve made taxable gifts, the situation may become more complicated.  The assets you give and all gift appreciation generally will be removed from your estate for estate tax purposes.  When you use your applicable credit amount to offset gift taxes, you also reduce the amount available to offset estate tax at your death.  So if you’ve used only a small part of the applicable credit amount for lifetime gift taxes, then all or the remainder of your applicable credit amount can be applied toward your estate tax liability.  

Conversely, if the value of your gross estate at the time of your death is less than the amount that can be sheltered by the applicable exclusion amount, and you haven’t made any taxable gifts during your lifetime, you may not have to worry about estate taxes.  Therefore, depending on your financial resources, it may be advantageous to make gifts that are within the annual gift tax exclusion amount throughout your lifetime.
6. Credit Shelter Trust

Using a credit shelter (or bypass) trust at the first spouse’s death maximizes the use of both spouses’ applicable credit amount when the surviving spouse dies.  The first spouse to die leaves a portion of his or her assets in a credit shelter trust, which is equal to his or her remaining applicable exclusion amount.  This trust can state that its assets be used for the benefit of the surviving spouse, but because control over the assets is limited, the assets are not considered part of the first spouse’s estate.  When the surviving spouse dies, the trust’s assets pass to children or other beneficiaries free of estate taxes.  Meanwhile, the surviving spouse can still use his or her applicable exclusion amount to shelter other assets from estate tax.

The surviving spouse can have as much income and principal from the credit shelter trust as necessary.  For maximum tax advantage, the spouse should not use the trust assets until assets in his or her own estate are exhausted or at least reduced below the applicable exclusion amount.

VII.
MEDICAID AND LONG-TERM CARE

Oftentimes our clients are interested in preserving their assets from nursing or rest homes.  A common technique in doing so is utilizing Medicaid.  However, the government heavily regulates this area and the related law on this topic changes frequently.  Depending on age and the amount of liquid and non-liquid assets in the estates, we can implement a plan that will preserve as much of the estate as the law will allow.  

The following are some commons questions and issues regarding Medicaid and long term-care:

A. Can my loved one’s assets be preserved if he or she is already in a nursing home or rest home?

Yes.  Although we highly recommend planning several years before the person will have to go into long-term care, there still may be options that can protect some of the remaining assets.

B. Can someone give away their assets and immediately apply for Medicaid?

It is not recommended to simply give away assets and immediately apply for Medicaid.  Gifts of most assets will create a penalty period for purposes of Medicaid Eligibility.  In other words, Medicaid won't pay for your care if it creates a penalty period.  You can not get around this by selling the house to other family members for a nominal amount either.

Furthermore, even if a person qualifies for Medicaid during their lifetime, after their death Medicaid may try to recover from the deceased person’s estate the payments it made to the nursing home before death.  There are techniques that can be legally used to avoid the State's efforts, so that the family is not completely disinherited. 

C. If someone is incompetent can long-term planning still be accomplished? 

Some of our planning options will depend on whether basic documents were in place before the person became incompetent.  If there were properly drafted durable powers of attorney, and/or trusts set up, there may be more that we can do.  If not, then a court proceeding may be necessary to appoint a legal guardian for the person, and it will be more expensive, more time consuming, and the court may not allow all available options to be used.

D. Can I retain a life estate in my home and qualify for Medicaid?

It is likely that a gift of a remainder interest in your home would cause a penalty period based on the value of the remainder interest that you gave away.  As stated previously, Medicaid rules are changing all the time.  Techniques that you may have heard about used by a neighbor, friend or relative in the past may no longer be viable techniques.  Even the employees at the hospital assisting with the discharge and transfer of patients from the Hospital to a Nursing Home may have incorrect or out of date information.
E. What assets are exempt from Medicaid consideration?
The Medicaid rules have certain assets they consider exempt.  In 2007, one of the exempt assets allowed is ownership of one licensed motor vehicle.  There is no dollar limit on this item.  You can have a nice vehicle and still qualify for Medicaid. 

VIII.
Long-Term Care Planning

Many clients want to discuss Medicaid planning, but we consider government program eligibility only as a last resort.  The quality of care at Medicaid facilities is often lacking, and the federal government has sharply curtailed the ability to shelter assets and still qualify.
Rather than spending down the family fortune or giving away assets well in advance of your retirement, we like to consider strategies that enable our clients to preserve wealth and choose to fund the best level of care possible. Other alternatives you should consider include long-term care insurance and a reverse mortgage. 
There are many different types of long term care insurance and we can direct you to agencies that offer this type of insurance.  If you are sixty-two or older and own your own home, you probably have significant equity.  The reverse mortgage allows you to draw on that equity for extra monthly income.  For example, you might be able to afford home health aides that allow you stay in your home.  The downside is the steady reduction in what may be your chief asset.
IX. CONCLUSION

The needs of any particular individual’s estate plan will vary.  [image: image10.png]$
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King Law Offices is open to any options our clients recommend within the bounds of the law.  We are determined to satisfy our clients and put in place a plan that will carry out our clients’ wishes as much as possible.  

King Law Offices is ready to assist you when your family member passes away.  We will walk step by step with you and close out your loved one’s affairs in an efficient and effective manner.

Our planning takes into account our clients’ financial, health, legal, and family needs.  We believe our clients rest comfortably in the knowledge that King Law Offices has a close eye on their family’s assets.  

Thank you for your business.  Thank you for choosing King Law Offices.
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