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a Will, Tr

Where There's
ere’s a Way

Djvsdmg an estate doesn’t have to cause a family feud.

riting a will pm retired Pennsylvania cou-
A [ ple Gloria and Len Berg (ot their real
names) in a quandary—they wanted ta

make sure the voungest of their three sons would
- ‘he cured for because he suffers from chronic
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depression, but they also wished to be fair to all the

“boys. Had they stmply weighted their will dispro-

portionately in favor of their youngest son, there
may have been family feuding for generations.
Instead, the family opened a dialogue and the vo
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older brothers, both successfinl profes-
stonals, pl'omised to pass along their
share of the inheritance o a wust to
benefit the youngest brother,

while Gloria and Len are content
with the arrangements, the youngest son
i inniware his inheritance will be o irast

and conuolled by his older brothers. |

While the parents” good inlentions were
(o provide, a gap in communication may
stll leave angry feelings.

"Wills have changed the course of -

families,” says Rebecca Rosenberger
Smojen, an attorney with Reed Smith
LLP in Philadelphia. “It is not uncont-
non 1o see bad blood when things have
not been discussed. Open communica-
tion usually resolves this problem.”
The suruggie Gloria ael Len [aced in
uying 1o fairly divide (heir estate crys-
tullizes the pain parents {ace preparing

a witl, “What is [un?™ is perhaps the hard-

est question parents must answer. What
asswptions do they make 10 arrive at an
equitable conclusion? Who should be
named executor? Should money be lefl
i trusts? What level of communication
should ake place between parents and
their children to ensure parents leave,
most importantly, a fegucy of peace and
good will?

Planning a will is a personal decision
that involves assminptions about what
need—or ancl

children deserve

whether need among offspring is com-
parable. Most parents, divide (their esiate
equally amnong their children. Some
assess thelr children’s circumsiances and
aljecate inheritances based on asswnp-
vons they make about their children’s
futures, Many use trusts to protect chil-
dreu [rom estate taxes, while others rely
on trusis 1o deny their child’s spouse
access 1o an mheritance.

“Wills are one of the most divisive
subjects postmortem,” says Terry Siman,
a financial planner and attorney in
Spring House, Pa. “Most parents want. to
be fair but they hecome paralyzed
hecause ic's hard o define fairness. Fair
does not necessarily mean equal. Think
of fair in terms of whal is equitable.”

There is not one template for estate
planiing, bul estate planners agree itis
critically irnportant for older parents 1o
commuiticate their intentions to grown

children. Even if parents don'twant o
reveal dollar amounts, their children
should have an idea what Lo expect. I
should not come as a swrprise (o a child
that he's heen named executor of the
will, He should not learn after the death
of his parents that his inheriiance is in
trust while his siblings have direct accéss
to their portion, Orthai his parents have
sel up education funds for his children,
their grandchildren, without consulta-
lien,

Smolen advises parents 1o discuss
estate planning with children who are
older than 30, Usually, a parent will
name at least one child as execuior of
the will. When that happens, the named
child should be informed while the par-
ents are living, and the other children
should be keptin the loop. The exect-
1or makes sure legal, financial and emo-
tional matlers are tended (o and that a
person’s wishes are carricd out.

It is to everyonce's benefit o nune a
child or someone you st as execuionr
and trustee rather than an atiorney or
financtal institution becanse either could
take afee of up Lo 5 percent of the wotal
estate. If relations among siblings ave
espedially surained, a thivd neutral party
like a relative inay be necessary,

Aler deadh, o will goes through pro-
bate, or authentication by the court, and
this takes time and moency. Estate plan-
ners recormimend selling up revocable
living Lrusts to avoid probale and 1o
make it casier for a sponse and children
to inherit a grealer proportion of the
estate. A living trustis hardly more trou-
bic than writing a will, but many ator-
neys fail lo recommend trusts because
they would rather make thousands in
probate fees rather than a few hundred
Lo Sl up 2 rust,

One of the best ways to help your
heirs is Lo nake sure you're (aking
advantage of 1ax shelters. While the
estate lax is still in ¢ffec—or if Congress
resurrects it afier it goes away in 2010—
you may want to lake steps 1o reduee
possible estate-tax liability after you dic.
There are two types of exemptions from
federal cstate tax. One is the unlimited
marital deduction, which allows a person
Lo leave an unlimited amount Lo his
spouse 1ax-free. The other is each

spouse’s $1 million credit sheher
amount that allows a parent 1o pass on
%1 million 10 his or her beneficiaries,
free of estate tax.

Most pecople make sure the surviving
spouse will be comnfortable {or the rest of
his Jife. If the estate 1 worth more than
%1 million, it is betler 1o pul the {ull
vilue of the first-lodie exemplion into «
bypass rust for the benefit of the sar-
viving spouse. The surviving spouse can
spend trust income, and in sorne cir-
cumslances, principal. A bypass uust
can shield up Lo twice the cxempt
armount from cslae 1ax. When the sur-
viving spouse dies, the remaining money
passcs tax-ree Lo the next gencration.

Butif you want to ensure that money
will be passed o children and grand-
children, scLup separate trusis for your
children. A rule of thumb, Smolen says,
is that children should he allowed 1o
withdraw one third of the moncy at are
25, hall the balance at 30 and the
remainder at 35, "IKids shouid not inher-
it money before they are 25,” says the
altorney. “They are not mature enough.
You don’t want them 1o slop pursuing
an cducation or career. If they inheric
o carly, they will not establish their
fooling or a sense ol discipline.”

-Another way 1o aveid eslate tax—and
to feel the satisfaction of helping your
children or grandchildren—is to give
away propery during your life, Euch
spouse can make an nudimited number
of annual $11,000 gifis of cash or other
properly lax-ree to children or grand-
children, If you left the same gifls at
death and they were subject to cstae
ax, recipients would see their gifts
shrink by at least 37 percent,

“Peaple siart estale planning when
they siart a family Decanse they want 1o
name a guardian for their children,”
says Smolen, “Bui serious planning docs-
n't start until people veach their sixties
and scventics. This is their [inal com-
munication to their family, 1 suggest
clients leave a letter o their children
stating their thoughts on life and words '
of guidance because that’s probably
even maore important than money in the
long run.” . |

Ttra Traster lives and writes in New York City.
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