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life insurance policies. If a person, such as an ex-
spouse, is named as a beneficiary, their claim on
these assets will supersede a will or a trust.

The cost to develop succession and estate
plans can range anywhere from $10,000 to
$25,000, depending on the size of the estate.
But it can be money well spent if the professional
team helps the estate minimize tax liability.

The future of the federal estate tax is still
unknown. The Tax Act of 2001 increased the
estate tax exemption from $1 million in 2003
to $3.5 million in 2009. The exemption in
2008 is $2 million. The exemption will be
repealed in 2010, and for those passing away
in 2010 there will be no federal estate tax.
But beginning in 2011, the exemption will be

reinstated to the $1 million level unless Congress
takes action.

Herr admits uncertainty with federal tax law
makes planning more difficult, but maintains that
individuals would be advised to plan as if the
exemption will be reinstated to the lower levels.

Gifting will help reduce the size of the estate.
Gifts may be made to transfer ownership interest
in a closely held company. Currently, an individual
may gift up to $12,000 per donee, tax-free, per
year with a lifetime maximum of $1 million.

Owners who are ahead of the curve have their
plans in place and are comforted in knowing that
if something unforeseen occurs, their business
and their family will be taken care of according to
their wishes. Those who fail to plan will have their
financial legacy determined by the courts.
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ESTATE STRATEGIES

An estate plan is imperative for individuals with assets such as a business, yet many people put it off until too
late. This lack of planning often leads to business failures and leaves heirs to grapple with complex legal issues.
Do yourself, your family, and your employees a favor and develop an estate plan. The type of plan will be
determined by your needs and the objectives you want to reach. Here are a few terms you should know:

WILL: A legally binding document
directing distribution of your property
upon your death. The court will
use the probate process to transfer
property from the estate to the
beneficiaries. It will order any creditors
be paid from the estate. Many forms
of property, such as jointly held assets,
life insurance, and IRA and 401(k)
accounts, pass outside of probate and
are not covered by a will. For those
who die without a will, the court will
appoint a person to pay creditors
and distribute remaining property
according to law. The cost of probate
will typically range from 3 to 7 percent
of the value of the estate.

LIVING WILL: A document
that outlines the type of medical
care you want to receive if you are
incapacitated. It does not cover

property distribution upon death.
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TRUST: A legal arrangement in
which one person or entity (such as a
bank) holds the property of another,
with the responsibility to use and
protect it for the beneficiaries. A trust
may have beneficial tax implications.
Upon death, a trust may protect
property from the probate process,

and can also protect privacy, as it's
not entered into public record.

TWO TYPES OF TRUSTS:
Testamentary—Created by your will;
it comes into existence after you die
when the will is probated

Inter vivos—Started during your
lifetime and not subject to probate;
may be revocable or irrevocable.

Revocable or Living Trust: Allows

for continued control or use of

your property while alive. Assets
are transferred to the trust and
beneficiaries can be changed.

Often becomes irrevocable upon
the death of the individual.

Irrevocable Trust: Once set up,
it cannot be changed.

DURABLE POWER OF
ATTORNEY FOR HEALTH CARE:
A document in which you assign
an individual to handle health care
decisions on your behalf if you
become incapacitated. Does not
cover financial matters.

DURABLE POWER OF
ATTORNEY FOR PROPERTY:

A document in which you assign
an individual to act for you and
handle financial matters if you are
unable to do so. Does not cover
health care decisions.

Always seek the advice of
a qualified professional when
developing an estate plan.



