
PROPERTY OWNERSHIP AND PROBATE ESTATE

For

John and Mary Demo


Joint
Community
John
Mary
TOTAL
Retirement Plans

  John's Plans      


     128,008

     128,008

  Mary's Plans      



      63,929
      63,929

Insurance Owned

  John's Life       


     100,000

     100,000

  Mary's Life       



     100,000
     100,000

Other Assets        
    1,420,166
    1,500,000
     214,569
      37,271
    3,172,006

​TOTAL ASSETS        
    1,420,166
    1,500,000
     442,577
     201,200
    3,563,943
John's Estate       
     710,083
     750,000
     442,577

    1,902,660

Mary's Estate       
     710,083
     750,000

     201,200
    1,661,283

Liabilities         
     119,186



     119,186

​Probate Estate  


     214,569
      37,271
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John
Mary

  Year of Death                        
2015
2030

  Estate Growth After John Dies        

3.00

Gross Estate                           
1,902,660
2,532,428

  John's Marital Deduction             

1,159,824

  John's Remaining Net Estate          

117,709

 

-----------

  Mary's TOTAL Gross Estate            

3,809,962

Expenses                               

  Funeral Costs                        
10,000
15,000

  Administrative Expenses at  1.0%     
19,027
38,100

  Liabilities/Loans                    
119,186
0


----------
----------

  TOTAL Expenses                       
148,213
53,100


----------
----------

  ADJUSTED GROSS ESTATE                
1,754,447
3,756,862

Less                                   

  Marital Deduction                    
744,447

  Charitable Deduction                 
10,000
30,000


----------
----------

Tentative Taxable Estate               
1,000,000
3,726,862

  Plus: Taxable Gifts Made after 1976 
0
0


----------
----------

  TOTAL TAXABLE ESTATE                 
1,000,000
3,726,862


==========
==========

  Tentative Federal Estate Tax         
345,800
1,690,574

​Estimated State Death Tax 
0
0
Less                                   

  Taxes Paid On Post-1976 Gifts       
0
0

  Unified Credit                       
345,800
345,800

  Credit For State Death Tax           
0
0

  Credit For Prev Estate Tax


----------
----------   

​Estimated Fed. Estate Tax 
0
1,344,774

----------
----------

  NET ESTATE                           
1,000,000
2,382,088


==========
==========

DISTRIBUTION OF YOUR ESTATE            

  Unified Credit Trust                 
744,447
1,159,824

  Children                             
100,000
155,797

  Grandchildren                        
50,000
77,898

  Others                               
30,000
46,739


----------
----------

  Remaining Estate                     
75,553
3,822,346


John
Mary

​COSTS OF ESTATE SETTLEMENT

Funeral Expenses
10,000
15,000


Administrative Expenses
19,027
38,100


Liabilities
119,186
                   0


Charitable Contributions
10,000
30,000


Estimated Estate Tax
       0
 1,344,774


 
--------------
--------------

Total Costs
158,213
1,427,874

ESTATE DEPLETION
8.32%
37.48%

Liquidity Available
1,208,210
1,249,866

ADDITIONAL LIQUIDITY NEEDED
0
178,008
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Our review of your estate planning explores the impact of taxes and estate settlement costs on the assets you intend to leave to your heirs.

The 1981 changes to the federal estate tax laws allow for an unlimited marital deduction.  This means you may make an election to have your total estate pass to Mary (assuming you die first) without incurring any federal estate tax liability.  However, when Mary dies the entire estate, less any exemption, becomes subject to taxes.

One method of reducing this liability is to transfer some of your assets into a Credit Trust, thus significantly reducing the estate tax.  Specifically, assuming John dies first in 2015, your gross estate will total $1,902,660.  This figure includes one half of all your joint and community property plus all your separate property.

Life insurance in the amount of $100,000 is also included.

From the gross estate, $119,186 is subtracted for debts and $19,027 for expenses, leaving an adjusted gross estate of $1,754,447.

We then assume that $744,447 is transferred into a trust.

We have hypothetically assumed that John has transferred $744,447 to Mary under the unlimited marital deduction rules.

The result is that your net federal estate tax will be $0.

Your estate settlement expenses also include $19,027 (legal, accounting, court costs, etc.) and debts of $119,186.

Since you are willing to liquidate assets in excess of these costs you will need to provide no additional liquid capital to settle your estate.
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We then make the assumption that Mary dies in the year 2030.  Using the same basic calculations we determine that Mary’s Adjusted Gross Estate is scheduled to be $3,756,862.  Note that the estate has been reduced for tax purposes by $744,447, the amount we transferred into the Credit Trust.

Mary will wind up with a taxable estate of $3,726,862, assuming Mary dies in the year 2030.  There will be a net federal estate tax liability of $1,344,774.  Mary’s other estate settlement costs are included in the total costs of settlement.

Since Mary’s estate is short of liquid capital by $178,008, this amount will have to be provided for.
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