05 (0/F) '

THURSDAY, JUNE 6, 1996

Seven deadly sins of estate planning

vy gy Editor's note:
Moﬁ:‘w This is the firat
in a seriea about
catate planninyg.
Estate plan-
ning is about
dividing your
assets according
to your wishes
and without ran-
1 cor. Estate-plan-
ning experts sa
SIDMITTRA 4 o iddlo. nnd
upper-middle-
income individu-
als don't do that vory well, In
fact, they tend to jeopardize
their plans by committing the
snme seven deadly sine again
and again. In this column, we
present the seven sins do that
you may avoid them.

1. Doing nothing

More than half of adult Ameri-
cans do not have wills, reports
the American Association of
Retired Persons. But if you die
intestate -- without a will -- your
wealth will be carved up accord-
ing to state law, which may sim-
ply divide it among the surviving
spouse ond children. In a family
with three kids, the spouse
might get o fourth.

Families with young children
experience a special problem
because minors cannot directly
inherit more than $1,000 to
$6,000 {the sum varies by state).
Any amount above the ceiling
must be managed by a financial
guardinnship, with the surviving
parent compelled to make an
accounting of expenses to the
court and to poy hefty legal bills.
Parents must have a will te
name whom they want to raise
their children and to handle the
finances, should both parents
die.

2. Poor planning

Estate plonning invelves not
only determining who will get
your nsscts after you die -- which
ia what a will does -- but also
planning for your disability, old
age and illnens, Here are the
basic steps to take. ¢

{Draw up a durable power of

sttorney, which designaotes a rel-
utive or trusted friend to hundle
your finnncinl affairs if you
become incapacitated.

{If you don't huve o close rela-
tive or friend, consider sctting
up a revocable living trust and
naming o bank as the trustee.
This allows you to be in complete
and tota) control of your finances
during your lifetime, but also
permits the bank ~ a good neu-
tral party ~ to etep in o8 trustee
should yau become ill,

(If you have significant asscts,
be sure you have a good umbrel-
1 insurance policy that protects
agninst big liability claims that
can wipe out your family's
resources,

3. Tax exemption

Enst person ia allowed to leave
$600,000 for anyone without any
estate toxes. It may rise to
$760,000 if the Republicans have
their way in Congresa,

However, many morried cou-
ples wasto this exemptien in the
estate of the first spousc to die
by aimply leaving everything
outright to the surviving spousc.
Instead, married couples whose
combined estates exceed
$600,000 should use a credit
shelter trust (nlso called a
bypasa trust) in the estate of the
first spause to die.

Under this trust, $600,000 of
nasets are held in trust for the
benefit of the surviving spouse,
who ia entitled to all the income
earned by the asscta for the rest
of his/her life. Upon the surviv-
ing spouse's denth, the asscts in
the trust pass automatically to
named beneficiaries, typically
the couple’s children. There is
no estate tax on the assets in
this trust when the surviving
spouse dies.

4, Leavinirgig money to
small children

Consider a couple who wants
to guarantee that the money left
ta provide for their young chil-
dren in kept in adult hands
while the kids arc teenagers,
with funds available to pay for
their college education. The par-

ents prepare wills saying that if
they both should die, their
money should be placed in a
trust for the children's benefit,
managed by an upcle, until the
children reach age 26. Simulta-
neously, the couple buys two
large life insurance policies and
make the survivor the beneficio-
ry of the other's policy.

The parents have committed a
major error. They forgot that
payment of life inaurance bene-
fits is dictated by the wording of
the policies, not by their wills.
Their life insurance policics
name tho other spouse as prima-
ry beneficiary and the children
as secondary bencficiaries, as is
commonly done. If both parents
die in an accident, the denth
benofit will be placed under
court guardianship and turned
over to the children when they
turn 18, which might be too
early for them to handle large
suma of money. Also, if you
name your estate as the sec-
ondary beneficiary, your credi-
tors, rather than your children,
could get the life insurance
money.

5. Life insurance on your
own life
The value of the policy will be

included in your estate if you -

own the policy er if you possess
incidents of ownership -- the
right to borrow against it, cancel
it or change beneficiaries. The
result will be estate taxes on the
policy.

A vinble strategy is to sct up
an irrevocable life insurance
trust to own the policy. As long
as the policy is tranaferred to the
trust at least three years prior to
denth, the proceeds will not be
included in your estate.

The best strategy, of course, is
to first set up the trust and then
have the trust buy the policy. In
this case, there is no three-year
waiting period. If you plan to
pay premiuma through the trust,
moke sure it has a Crummey
Power, which will allow gifta to
the trust to qualify for the annu-
al gift tax exclusion. This power

quires special | in the

trust document giving the bene-
ficiary the right to withdraw
cantributions to the trust, With.
out it, your contributions to the
trust to cover premiums are
treated as taxable gifts.

6. Thinking that asset-
protection is only for rich

In our litigious society, people
need to protect their assets. If
you own a business or have
rontal property, make sure all
the legal documents for these
enterprises are in tip-top order.
Most are not.

Also consider setting up a lim-
ited liability company, a new
entity approved by 47 states that
combincs the advantnges of a
cor ion nnd hip and
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shields your personal assets
from lawauits.

7.Undervaluing estate
Some people aimply don't
know how wealthy they are, and
undercounting can be coatly for
their heirs, The minimum tax
rote on cstates over $600,000 is
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37 percent, i to a maxi-
mum of 66 percent for estates
over $3 millien. Only spouscs
who are U.S. citizens can receive
unlimited bequeats tax-free,
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procecds are the assets most
often un- or undercounted. They
are all part of your eatate unless
you have taken steps to remove
them. The government views
the value of your housc as the
difference between its market
value and the outstanding mort-
gage.

Next week: The seven best
ways to pase your assets to
your heirs.

Sid Mittra, Ph.D., CFP, is pro-
fessor of finance, Oakland Uni-
versity, Rochester, and owner,
Mittra & Assoriates, a Troy
financial consulting firm. This
column was critically reviewed
by Professor Jerrold G
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Oakland University. You can e-
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BUSINESS MARKETPLACE

Markatpiace foatures a glimpse of Oakland
County Business news and notes, including
corporate name changes, new products,
. new store or office openings, new sffilia-
tjons, new isith
and new ways of doing business. Write:
Business M. £ ic Newsp.

referrals in their local area. The referrals are
free of charge; Schwab alao provides a free
guide to interviewing the investment man-
agers. “It's exciting and an honor to be in
this elite group of 400 AdvisarSource firms
selected from a pool of 5,000 firms from

pers, Birmingham Eccentric, 805 E. Maple,
8irmingham 48009. Our fax number is
(810) 644-1314.

SEPARATION AND DIVORCE

Pamela Opperer, a financial advisor with
Prudential Securities, and Louise Bittker,n
family law attorney with Morganroth, Mor-
gathroth, Alexander & Nye, will lead free a
seminar directed toward women considering
separation or divorce at 7 p.m. Tuesday,
June 25, at Barnea & Nobles Bookstore at
Telegraph and Maple, B} fleld Town-

natis ide that use Schwab to custady
client asscts,” snid Tom Post of Independent
Advisors.

RELOCA! E CHANGE
VendTek Wholcsale Equipment, Inc., former-
ly the Mid-Atlantic Group, has moved from
Royal Oak to n 6,000-square-foot facility in
Wixom. VendTek, founded in 1891, is an

usi holesnler of Vending i
representing most major brands.
The Wixom facility offers customers two
showrooms for viewing of both new and used

ship. Bittker will discuss what happens
during the legal process, Opperer will cover
the financial implications. Reservations are
required. Call Prudential S a fully
diversified, global aecurities firm, in Weat
Bloomfield at (810) 737-8456.

AQENTS ABSOCLATION -
Jolning the Michigan Association of Insur-
ance Agents, n ide trade asaccinti

and a handy parts department
for the purchase of parts or repais nervices.
A grand opening is acheduled for Thursday,
June 20. Open House will run 6-8 p.m.
VendTck Wholesale Equipment is open 8
a.m. to 5 p.m. weekdays. Call (810} 669-
COIN.

ONLINE INFORMATION
Spot Metals Online, Inc. hos developed o

that representa 10,000 independent insur-
ance ngents and industry employces, are
thése local insurance agencics; Pinnacle
Underwitting Associates Ltd., Troy; The
Phocnix Insurance Agency, Farmington
Hills; Insurance One Agency Inc., Farming-
ton Hills.

DONER DIRECT
Bouthfleld-based W.B. Doner & Co. !‘.“

new P information system designed
to assint buyers and sellers of steel in the
marketing of steel inventories. The Bloom-
ficld Hille-based company announced that
*Spot Steel” network will provide online
accesa to the worlda Inrgest database of
available stecl listings for the purpase of
oxchanging information and consummating
buy/eell transactions.

Aftor five years in rescarch and develop-
munl.:Spot Steel” is now available to mills,

provides an immedinte written text response
of the actual program audio.

For demonstrations and information, call
(810) 471-6010 or (800} 451-6010.

SEMCO MEETING
The South Eastern Michigan Computer
Orgaonization (SEMCO) will hold its next
mecting on Sunday, June 9 at 1 p.m. The
meeting location is at Oakland University in
the main auditorium of the Dodge Hall of
Engincering. A topic of general interest to
users will be pre d.
IBM (DOS, Windowa and 0S/2) and Macin-
tosh Special Intereat Group meetings follow
the main meeting. Topis of interest to these
groups are presented and discussed. Audi-
ence questions relating to hardware and
software problems and selection are encour-
aged ot these meetings. Door prizes avail-
able.
SEMCO is a non profit computer user group
oriented to all computer users and enthusi-
asts from novices to professionals. meetings
are held the sccond Sunday of every month
and ore open to all at no charge. For further
information phone (810) 388-7680 or write
SEMCO, P.O. Box 707, Bloomfleld Hills
48303-0707.

CHAMPAGNE DINNER

The Michigan Profesaional Women's Not-
wark will hold a Gala Champagne Dinner on
June 10 at Mona Lisa Restaurant in Royal
Oak to thank its growing membership for a
year of networking, programming and vol-
unteering. The Board of Directors extenda its
thanka by offering a reduced price for the
dinner, which will also include the installa-
tion of now officors for the 1996-87 season.
Cost for bers is $10 and guests $20.

launched Donor Diregt ns o fr li
dircet marketing agehcy with officea in Bal-
timore and Southfleld. Donor Direct was for-
merly the direct marketing division of W.B.
Doner but will now be operated as an inde-
pendent business unit with $48 million in
direct marketing billings and a staff of 30.

Advl

8, scrvice centers, |
trading companies and distributors of ateel
products for immediate communication and
mass exposure throughout the netwark. For
mare information call (800) 785-3501 or visit
{ts web aito at www.apat metals.com.

STUDIO SERVICK
Grate & Wild Digital studios has an&ounwd
o ing at

SCHWAS REFERRAL
Birmingham-bascd Indopend
Inc. is among the advisory firms participat-
Ing in Schwab AdvisorSource, a new aorvico
from Charles Schwab & Co. It providea indi-
viduala who want holp investing with an
llwmnuv? to :ommh-innzd—?mkan. "

the addition of on-site { 0
teleproduction facility’s Farmington Hills
head: tors. ing is ing in

popularity due to now federal laws and man-
dn'lcm Virtually all of todny's prime-time

Make check payable to MPWN and mail to:
Barb Dych nt 48 Stratford Lane, R
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48309 by June 3 or RS.V.P. to Barb at (810)
685-0645.

NEW AD CAMPAIGN

Kelly Assisted Living will enter their 20th
year with a new national cable TV campaign
for their homo care services. The

tion of the difficulties adult children face in
caring for their elderly parenta is conveyed
n a 30-accond TV spat entitled, “Phone Tag,”
croated Simons Michelson Zieve (SM2)

in cloa

hanefiti

Schwab A rS p in
who have at lcast $100,000 to invest with
1n Lo fec-on! it

fec-only

Independant Advisors, founded in 1993,
manages $85 million for individuals and
emlll company pension plans.

a Jarge hoaring-impaired nudi-
ence and viewers in noisy onvironmenta.
Graco & Wild Digital Studios will offer off-
Jine caption encoding, as well as real-timo
encoding. Off-lino caption encoding includes
all of the program’s audio information,
Including saund effects, auch as “birds chirp-

d in mooting
. from Schwab AdvisorSource can call an 800
number where specially trained and licensed
representativos intorview the callers and
provide ono or two investmont manager

ing.” and is dane using the completed pro-
gram and script. Real-time oncoding is used
for live broadenstn, such ns news programs,
sporting ovents and teleconferences, and

g of Troy.
The commercial (now airing on CNN, CNBC,
TBS, TNT and USA Network) was filmed on
location in Toronto and edited at GTN in
Oak Park. the commercial was created by
the SMZ team of : Harvey Gabor (executive
vice president, croative director); Lisa Sabo
(vice president, assoclate art director); Kelly
Kalis (associate croative diroctor, copy writ-
cor); and Joel Bienonfeld (director of broad-
cast), Dan Hackett di
was produced by Partners Inc. of Canada.
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