Estate-Planning Quiz

hether you consider yourself a novice or an expert
when it comes to estate planning, this issue of

¥ Legacies will test your knowledge of a very impor-
tant subject. After answering the questions, tally your score
to see how comfortable you really are with this topic.

1. Approximately _ % of Americans die without making a will.

a. 10
b. 30
c. 50
d. 70
Answer: (d) 70.
It is surprising that the majority of Americans die with-
out executing a valid will.

2. If a person dies without a valid will, his or her assets
will pass to:

a. A surviving spouse, if married

b. Children

c. State and/or federal government

d. Beneficiaries determined under state law
Answer: (d) Beneficiaries determined under state law.

If you do not make a will, your state legislature, in effect,

will make one for you. Each state has its own laws that deter-
mine how your assets will be distributed if you die without a
will. These laws of intestate succession represent your state
legislature’s best guess as to how you would have wanted
your assets distributed.

3. Your will controls distribution of:

a. Real estate and other personal property

b. Probate assets

c. Investment accounts

d. IRAs, other retirement assets, and life insurance
Answer: (b) Probate assets.

Your will does not control the disposition of all of your
assets. It only controls the distribution of what are known
as “probate” assets. These are assets that are not effectively
disposed of by other means.

The disposition of some assets is determined by
contract, such as beneficiary designations for retirement-
plan assets, life insurance, or trusts. The beneficiary
designation you make for these plans supersedes what is
in your will. If you own real estate, brokerage accounts, or
bank accounts jointly with right of survivorship with another
person, the survivor will automatically own the entire
property regardless of what is in your will.

All other property that you own outright in your own name
constitutes your “probate” estate and will be subject to the
provisions of your will or state law if you do not have a will.

4. You do not need a will if you own your assets jointly and/or
if the disposition of your assets will be determined by ben-
eficiary designations in retirement plans, insurance policies,
trusts, or similar documents.

a. True
b. False

Answer: (b) False.

There is a host of potential problems in relying on this
kind of “plan.” .

The joint owner(s) may predecease you. In this case, ab-
sent a will, the property will pass under the laws of intestate
succession of your state.

Your intended beneficiary may not survive you. In this
case, you may want assets that would have passed to that
person to be redirected to someone else.

Executing a will gives you the opportunity to state your
preferences about vital issues such as naming a personal rep-
resentative to carry out the terms of your will or appointing a
guardian for minor children. Many people are first motivated
to make a will to express preferences about the person who
will serve as the guardian of any minor children who survive
them. If there is no qualifying parent, a court would be left to
exercise its own best judgment as to the appropriate person.

5. Who should 1 list as beneficiary of my IRA or other quali-
fied retirement plan upon my death?

a. My spouse

b. My children

c. A charity whose work | support

d. It depends on my overall objectives
Answer: (d) It depends on my overall objectives.

Your choice of beneficiary should fit with your overall
estate plan, but there can be significantly different results de-
pending on the person or charitable organization you choose.
For example, you can get a marital estate-tax deduction for
the value of any such assets left to your spouse.

The identity of the beneficiary can also determine the
time frame over which benefits must be paid out at your
death. Generally, you can stretch out the period of time that
benefits can be paid out—and retain the benefit of continu-
ing tax-deferred growth—if you name individuals rather than
your estate as beneficiaries.

If your estate plans include provisions for charity, retire-
ment-plan assets are a wonderful choice to fund your gift.
Reason: These tax-deferred assets are subject to ordinary
income tax at the time of receipt, whether received by the
owner or by his or her estate at the time of death. However, if
you leave those assets to a nonprofit organization, because of
its tax-exempt status, the income-tax liability will be avoided.
This ensures the full use of the funds you donate and is more
tax-advantageous for your loved ones, to whom you can
direct other assets

6. Estate planning refers to the process of:
a. Maximizing your assets during your lifetime
b. Reducing taxes both during life and at death

<. Planning for the orderly distribution of your assets to
your intended beneficiaries

d. Al of the above
Answer: (d) All of the above.

Estate planning is a comprehensive process that
addresses important needs and represents your values at each
stage of your life. Typically, the process includes strategies to
build your assets to the greatest extent possible and to reduce



the amount of income taxes you pay each year within the scope
of your overall personal, family, and charitable objectives.

For many of us, supporting important charitable causes
during lifetime and at death is an important goal. The ben-
efits, in terms of both personal satisfaction and tax savings,
often make personal philanthropy an important
part of our estate planning.

The final goal of a good estate plan is to ensure that your
assets will ultimately pass to your intended beneficiaries,
with as little tax and administration cost as possible, consis-
tent with your objectives.

7. lalready have a will, so I have addressed all of my
estate-planning issues.
a. True
b. False
Answer: (b) False.

A will only addresses what will happen to your assets when
you are gone—and even then it may control the dlsposmon of
far less than you may think. Good estate planning requires cre-
ating a plan for managing and maximizing your assets during
your lifetime, as well as disposition of your assets upon your
death. Consultation with trained professionals can be helpful.

8. You need to be engaged in estate planning:
a. Regardless of the amount of your net worth
b. If your net worth is greater than $100,000
c. If your estate is greater than $600,000
d. If your net worth is greater than $2,000,000
Answer: (a) Regardless of the amount of your net worth.

Many people think estate planning is an exercise for
the wealthy-—or at least for those who are subject to federal
estate tax. For 2006, there is an effective exemption of up to
$2,000,000 of taxable transfers for federal estate-tax purposes.
If a person dies with a taxable estate that exceeds that thresh-
old, the tax kicks in at an initial rate of 45%. People potentially
subject to this tax have a lot to gain financially from careful
estate planning.

However, it may be just as important—if not more so—for
those with smaller estates to plan prudently to maximize the
goals that can be achieved with fewer resources. Remember,
final disposition of assets is just one part of the process. Wise
investing, appropriate protection from risk, and competent
management of your assets during life can greatly increase the
objectives you can fulfill with your assets.

Estate planning is especially important if your goals include
providing for persons who are not related to you or charitable
organizations at your death. Without specific direction in a will
or trust or a beneficiary designation in an insurance policy or
- retirement-plan account, such persons or entities will not be
entitled to any of your assets under state law.

9. You should begin your own estate-planning process:

a. Immediately

b. When you get married
¢. When you have children
d. When you retire

In miany ways i

Don’ t be dlscouraged by thinkin;
everything at once. You can start taking s )
¢ Review your will and make necessary changes, or
execute a will if you don’t already have one. = °
¢ Make sure the beneficiary designations in your life
insurance policies, trusts, or retirement plans are
consistent with your goals.

¢ Analyze investment accounts to make sure your invest:
ments are appropriate for your current objectives.

* Consider life-income gifts to meet your current or
future cash flow needs, and those of other intended
beneficiaries. :

10. Which favorite charity might | include in my estate plan?
a. Columbus Children’s Hospital: Our cancer program is the
largest in the state.

b. Columbus Children’s Hospital: We are the busiest inpatient
pediatric surgery center in Ohio.

¢. Columbus Children’s Hospital: Children’s was Ohio’s first
Level 1 Pediatric Trauma Center.

d. Columbus Children’s Hospital: Our neonatal network is
among the largest in the nation.

Answer: We hope you will consider Columbus
Children’s Hospital in your plans.

4 )

How prepared are you?

Correct Answers Status
0-3 Novice
4-5 On the right track
6-8 In good shape
9-10 Thought of becoming an

estate-planning attorney?

\We hope you had fun with this quiz. Despite the
lightness of the final question, we also hope this
exercise was a helpful reminder of the importance
of estate planning. For more estate-planning
information, including a complimentary copy of our
new booklet, New Tax Perspectives in Estate
Planning, please return the enclosed card or call our

office at (614) 722-2991. J
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