Where there’s a will,
should there be a trust?

Gragory P. Hawkins, JD and Claude T, Hawking

The basic elements of a living trust
are not difficult to understand.

w hat ‘businessperson fails
1o write a will or purchnse
life insuranee to protect expec-
tont heirsT These are the basic
building blocks of estate plan-
ning. Yet, in recent ¥ears, many
estate planners are beginning
to urge anyone who owns even o
modest estate 1o consider some-
thing more, a revacable living
teist: more powerful than the
probate jiudge, able to lenp dis
{nherited relatives in a single
Iound and faster thon a specd-
ing IRS agent

Living trusts (nol to he con-
fuged with living wills) are be-
ing touted by the most respect-
ed professionals in their fields
Bankers, lowyers and sccoin-
tants laud thelr virtues,

Inevitably, a band of detrae-
lors has arisen, decrylng the
hoopla and branding the push
1o g6l up living trusts ns over-
sell Perhaps justifiably, they
argune thal living trusts are not
for evervone

Thankfully, both sides agree
that the basic elements ol a liv-
{ng trust are not diflicult for the
thinking lavperson to under-
stand, Essentinlly, a person or

conple transfers all their assets
1o the trust—everything=home,
vehicles, life insurance poli-
cies, personal property, elc,
They retain nothing. dlost often
they name themselves as Lrust-
e and exercise complete con-
trol, . :

Almost everyone acknowl-
edges the grimary advantage of
such a trust is the avoldance of
probate. Probate is the legal
procedure where the courl as-
sures that your debts are paid
anil the remauining assets are
disbursed to your designated
hiirs according ta your will,

While wriling a will con be
simple, probating ene is net.
The probate process takes from
one o two years for uncompli-
eated eases. The cost for legal
and exeeutor fees can be as
much as four to 10 percent of
the estale’s gross value, Probato
files also are open to the public
s0 that anyone, including com-
pelitors, ean see whal vou
owned and who you owe.

During probate, all asscls are
frozen and nothing can be sold
or distributed without the
court’s approval. Should vour

family need money to live on,
they must ask the court for a
living allowance.

Living trusis make it difficult
for someone io dispute your
predeath instructions. With &
will, those who! think they are
due a piece of the csinle are
invited to step ' forward’ and
make & elnim. With & trust, a
disgruntled heir must hire o
lnwyer and [file & civil suit
againsl each beneficiary—an
expensive deterreni. Because
nseets are distributed privately
and quickly with a trust, unhap-
py relatives may not even know
the disteibution has taken
place,

The benefits of 4 trust also
cul oeross state boundaries
With a will, property mnst piass
through probate ineach state in
which il s owned. All proper-
ties held in trust avoid probato
no matter where they are
owned.

Should you become disabled
or incompetent, a living trust
pgmin proves ils value. Rather
than living your lost doyvs in &
court-supervised conservator-
ship and guardinnship, your af-
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fuirs and property can be man-
aged privately and effectively
by your trustee, as you instruct-
ed before you became incompe-
tent. Otherwise, your family

may be required o go to the
expense and continuing hossle
of asking the court W supervise
sour life and properly.

A living Lrust is oxtremely
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flexible. 11's revocable, mean-
ing ¥ou can terminate it at any
time. Almost anyone can be
named as trustee. IF you are
older or just want to get away
from the bother of managing
YOUr Property, You can name o
trusted friend or relative, For o
fee (usunlly & small fraction of
what the trust’s assels generale
a5 income), many financial in-
stilutions ‘will take over the
management while remaining
subject lo your every command.

A multitude of other specific
needs can be addressed and re-
solved within the framework of
a living trust. It can be crafted
to delay inheritance until an
irresponsible heir reaches a
specilic age or to provide ongo-
ing support for a child with a
digability. You can bypass chil-
dren and provide for grandehil-
dren, even those yet to be born,

The biggest monetary benelit
to your heirs could be the feder-
al estate-tax savings, Opponents
to the everybody-should-have-n-
living-trust philosophy debate
this issue with a vengeance.
They poinl out thal an estale
appraised nl less than $600,000
payzs no federnl estate taxes
True, but consider your warth
carefully before conceding this
point. Six-figure homes and
life-insurance policies mount
up quickly. And remember, the
people who make the final as-
sessment of value, the tax folks,
max have a different idea of
worth than you do now.

Aflter $600.000, federal estale
taxes begin al 37 percent—a
235,000 clip oul of $1.2 million,
For those in this bracket, a
properly drafled trust, known




among estate planners as an A-
B trusl, can reduce the federal
tax debl to rero, Upon vour
death, iwo separate trusts puto-
matically nre created, taking

afdvantage of the Unlimited
Marital Deduetion and the Uni-
fied Estate and Gift Tax Credit,
protecting your assets up o $1.2
million.
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Daes all this sound oo good
to be true? That is exacily the
argument made by those who
advise caution. No, they de nol
disagree with the benelits of a
living trust, but they contend
that all the hype muakes it sound
like a general panscea—a cure-
all for evervone.

In this life, an intelligent per-
son understands that there are
only two cure.alls—winning the
lottery and finding a brass lamp
housing a generous genie, The
lattor is only slightly less likely
than the former.

AS a person In business, you
understand that success and se-
curity generally are produets of
conscientious study and careful
implementation. Anything tha
falls Into your lep or seems Loo
good to be true must be ¢hal-
lenged before being aceeptod
The same process shonld be
employed when evaluating your
need for a living trust.

First consider money. To set
up a living trust, you must pay a

| lawyer to estoblish the trust

then pay the fees to transfer all
your assets to the trust. Gener-
ally, this is much cheaper than
probate, from $500 to §1,500, al-
thaugh the cost ean go much
higher for extensive tax plan-
ning or a complicated plan.
Keep in mind that probate
comes oul of vour estate, afler
your death, and establishing a
trust is ‘right new" money,

A trust does nol remove (he
need for a will Onpee estab-
lished. a living trusi is an ongo-
ing process since a living per-
son's estate is Muid.

You work hard to develop a
desired standard of living for
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voursell and for the present
and future security of your fam-
ily and loved ones. Estate plan-
ning strives to fulfill these de-
sires by congidering overy pos-
sibility, then providing whatey.
er devices are necessary o en-
SUNe Suceess.

With so many eminent estate
planners gdvocating living
trusts o a way Lo preserve and
pass on the fruils of a lifetime's
effort, perhaps you should give
derious thought (o using a trust.
Lawyers whose practices con-
centrate on estate planning
usually charge mothing, or a
minimal fee, for the first con-
sultation.

Shopping around for the best
price makes sense as long as
¥ou assure yvourself of two
things. Make sure that the attor-
ney vou choose is competent,
with plenty of experience and a
good reputation, And, beware
ol those unable lo communicate
in simple, understandable
lerms.

Finally, dentists ore among
the world's preeminent do-it-
vourself experts. To this end,
books and kits are widely avail-
able; many are well-written,
Keep in mind that o revogable
living trust is not the cure for a
leaky faucel, and the resulis of
a botehed job will not be a noisy
drip to disturb your slecp, Be
careful, Talk to a lawyer. O

Grepory P. Hawhim, JD
Claiche T. Hawkins

Tho authors &re a free-innce witng
team. Gregory Mawking has a sofp-
practice faw fimm, concenlvating on es-
tala planning. Clavde Hawking (s a fal.
e wrrlov.



