


Estate planning is a function of preparing for 
the inevitabilities of life. People get sick or hurt 
and you need a plan in place to determine what 
kind of medical care you'll receive if this 
happens to you. People become incapacitated, 
unable to make important decisions on their 
own, or unable to live independently. And of 
course, people die. Estate planning helps to 
protect your family and your assets in any of 
these unfortunate situations. 

If you are beginning the legacy and estate 
planning process, your first concern is to 
provide your loved ones with the most 
resources as possible, as well as minimizing the 
tax burden for you both. However, your legacy 
is not just about increasing the financial wealth 
that you hope to pass on to future generations. 
It also involves preparing your family for the 
wealth they will receive and understanding 
what wealth means to individual family 
members and to the family as a whole. 

This information is designed to help you 
better understand the elements involved in 
Estate Tax & Multigenerational Legacy planning. 
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MULTIGENERATIONAL LEGACY PLANNING 

In the next 30 years, approximately $40 trillion will pass from the Baby 
Boo me rs to future generations. A Pew Research Center analysis of census 
data found that in 2016 a record 64 million people-20 percent of the 
U.S. population-lived in multigenerational homes_; That number is 
expected to keep rising. Many grown children are moving in with mom 
and dad in order to make ends meet while paying off student loans. In 
other situations, grandparents may be recruited to provide childcare. And 
in a growing number of cases, adult children are reworking their housing 
arrangements to accommodate the needs of aging parents. 

Multigenerational legacy planning should involve all those who will be 
part of your legacy plan. Good planning is critical to the success of these 
arrangements and to make sure all family members feel respected and 
included. It also involves a cross-generational understanding of what 
wealth means to individual family members and to the family as a whole. 

There are three fundamental questions that should be addressed in 
multigenerational legacy planning:;; 

1. What does my family want to do with the wealth that has been 
created? Whether you have near-term cash now priorities, 
long-term wealth transfer plans, or philanthropic goals that will 
span generations, identifying your objectives is the first step when 
creating a legacy plan. Generally, families that succeed through 
generational transitions of their legacy have developed real 
trust-and that trust is built through compassionate and candid 
conversation. 
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PROTECTING MY FAMILY FROM PENALTIES 

The Estate Tax is a tax on your right to transfer money or property at 
your death. For 2019, the estate tax basic exclusion amount is 
$11,400,000 for individuals. This means that Americans can exclude this 
amount of assets from their taxable estate. In other words, if you die and 
leave $11,500,000 worth of investments and other assets to your heirs 
and haven't given any taxable gifts, only $100,000 of this will be subject 
to estate tax. 

What's more, this exclusion amount is per person. Married couples get 
an exclusion for each spouse, so a couple can leave as much as 
$22,800,000 to their heirs, and the IRS can't collect a penny of estate 
tax.iii 

The tax rate on estates in excess of the exemption amount is now at 
40%. The High Net Worth Investor ($1MM or greater in investable assets) 
will continue to plan around the estate tax, whittling down their estates 
with lifetime wealth transfer strategies to keep below the new threshold 
and avoid the 40% federal estate tax. 

The HNWI can make use of the $15,000 annual exclusion amount. You 
can give away $15,000 to as many individuals as you'd like. A husband 
and wife can each make $15,000 gifts. So, a couple could make $15,000 
gifts to each of their four grandchildren, for a total of $120,000. In 
addition, if you gift an amount that's above the annual gift tax exclusion, 
you can use the lifetime estate and gift tax exemption to pass on money 
tax free. The combined lifetime estate and gift tax exemption limit is now 
$11.4 millioniv_iv 
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Sometimes the estate tax is referred to as a "death" tax where the 
executor of your estate, or whoever has been charged with distributing 
your money and property to heirs, has to pay the federal and/or state 
government when you die. Currently, there are 15 states that have an 
estate tax as well, which may kick in at a lower threshold than the federal 
estate tax does. There are ways in which you can help reduce or eliminate 
your state estate taxes. 

,Jr Remove assets from your estate before you die. Make annual, 
tax-free gifts. This is a simple, no-cost way to save estate taxes 
by reducing the size of your estate. 

,fr Transfer life insurance policies to an irrevocable life insurance 
trust. Here, you remove death benefits of the existing policy 
from your estate. However, if you die within three years of the 
transfer, it will be included in your estate. 

,fr Use a qualified personal residence trust to remove your home 
from the estate at a discounted value, while still being able to 
live there. 

,fr A grantor retained annuity trust or grantor retained unitrust is 
a way to remove income-producing assets from the estate at a 
discounted value, while still being able to receive income. 
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