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Estate Tax over Time

- 1964:
« Examplien BOK
+ 1842-1970
+ Under 500X in 2014 dollars
+ Hndar250i¢ 2014 delias by 1875 .
+ TopRale 77%
+ 2004 -
.+ INEGTRRA's derada . . .. .
« Radical uncertainty
. 2010-12 {irings slarm baforo the r[ulnl
+ 20147
- Estafe lax_lwasl
- For0.3% of decedenls
.+ Slepped up besls enduresl

Frum Jacobsen. Raub & Johnson, The Eslaie Tax' Nlnety o
Years'and Counling, available at:

- hitpdfwnian its. qov/pubiirs-soifninetyastate odf . ' o
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Where are we, now?

. Giﬂ and estate lax unllkely o come ba:k as majur fun:e
+ Also unllkely 1o Just go away
- Dynosty il crowd wins ’

" . Other taxes become more of a concern
.« E.g., capital gains, taxes Ll inlerest nnd dividends

» Il's all About basls

« {Still) wealth - U.S. persunal wealth al all time high — so

planning focuses on; -
« Intra-generaticnal security
. E.p., health carn ’
'+ Asset profeciion -
*« Capilal flight trom US? X
» Successlon planning wnhuul aslaie 1ax .

. Mum Iltlgnllnn?

What to Expect Gorng Forward

e Deﬂcit—drlven tax policy _
+'Locking for low sallence taxes
+ General thama urbasa hmadenlngrmm lnwenng

Look for::
< Conlinued attack on parsnnal deductinns undar inesme tax

- Charitatle cantibulions, stale and lacal faxes, mmgngu nlerest?,
_ .. emgfoyer pravided healh Insumnu? - . . -
* + Corporale tax reform : e e
"« Domestic dnd Intemational ; e R P S TR
1.~ .5+ Mare.miscellanaous “small” laxes andlﬂxin:reasas
"+~ Stale and |ocal taxes increasing L SR : e EERTE
"+ Mothing on gift and estate tax L R i : - SRR




What to do Now, PartA: Go Back to
Basics: Tax Planning 101-

. sReview:
Buy

© ~Borrow

. «Die

The F'lar:ti:zl Signiﬂcance

Euy Jow yield, highly cepital appreniailng assets
. ‘r.Reafizallen requbeimeny
"+ Buy and hold investing

f's;tl Tosers, hold winners
Nuwrmru than ever - -
: + High taxen unmpﬂnlnninn dh-idendn nln: L
e Elnrrnw
+'Non taxation ur daht undurlncnnmreslnle lnxes
L '‘Mora ta come an gin nnd estaln
Dla R
.+ Continued slepped- up bn:l: far all assels and uslnten a

‘For mot wealthy Amerk 2013 and beyand better than
. zum(nu eslats tax hul:arry over bagia); see I'l:l:atlmy Tax heles, Febﬂmn{ .

Tax Plann[ng '10‘]

- Untuuched by tax refclrm 1913 2013
Happy htrlhday. Incuma laxl :

ATRA {and TRA 2010) keep sleppecl-up basls ln place )
Vary sacrad cow
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What to do Now, Part B: Piannlng after
ATRA 2012

+ Estate Tax Exemption levels
.+ §5,34M/10,6BM for eouples
- Inflation adjusiments 1o coma
+ Andcome and coma ...
+ 89,7% out of astals tax
- Rales .
- - Eslate 1ax 0%
_* Cepltal galns in high tax states clnsa 1n dﬂ% (Gharna-care phnsa»
ouls, elc)
-+ Resulling Planning Advu:e
.+ Don't gift low basls/high value assels)
+ Bt bave more such assels (Buying still works). . .
- Hold on forkrebalance aiter 1 daath (Dying stil works)

S0l

-.E-'Elérrn'wil'_' : N R L T
+ Barrowing genemﬂyguad 1axplannlng {buy.'barrow.’c[ia) R e R s
. now more 50 lhan Bver. - : . 1 - '

LowlnterestRates R A B T
2014AFR5' e e

 Mid {up 10 8 years)

A75 7
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. Familles with Cash can glva away Cash
-+ Annual gitis
« Insurance trusts
M Dynamy game siill bigl SR
. FurFamIIies without Cash Bnrrnw E
. Debl reduces nel laxehle ealala lax T
Partiai freaze
- o Inlerast paymenis io 3P lendcrmdu::u aslale
« Growih of caplial ol G- 2 nrbetuwlnval
Lla Inwait for stepup .

A% la die in community pruperly ﬂtaia like Cnllfnmin andAm.nna :
.' ] Cnnsk'iar lranarnulmg ..... X

Eerrand|
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Familles wﬂhnut Exernp!lcn can Bun'ow and Lend
+ Bebt reduces net faxable estate tex A
'+ Procerds of debi can be Jent 1o kids!grandklds l’urAFR noles
-+ Interesi payments to AP lendar reduce G1 esiats
- Noles from G-2 et below level can'be discaunied
e l:apnnl appracialion at G2 ar fower tayel
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One more note -

. lt‘s all: ahnul basis o
- Bul no longer sirent incentive 1o undervalue
+ Naniaxable eslales - 88, ?%ll - hnva 1ax razsons to nvar slala
. hasls .
.+ ShiflIn focus furIRS nppml:urs ulhors -

'-.:ﬁ::..-_'ﬁ-"c:ase1 Cuupleunder$1DM houseandappreciated AR - _ B R SR S S N
ESSEfS L : . .
e Dun'i giﬁ assatsl o
.+ Incantive 1o nvervzﬂua ln fi rsl 1o die eslale
: vEg EMmupla. L :
7% Coilld say 2 X'v, poriabilty phes 7h :mmpl}an Tn survivr-
e Dr cuuld say 2 5'5, survivor gel:‘mra 4M bk (& Califamia of Atizona,
A propetty) ta captal galn sic.
* Hon pre e slocation skt depreciathon 1o sunive:
Way 1o pass wealth o kids nnw. : ’
- Burrnwnndgivu R




Case Study 2

+ Couple at 15M, full exemplion, house p[us appreclated
" assets :

.+ Facing 2M tax (40% over 10M} .
~ * Boraw 15M, buy invesiment real eslate, ele,
-« Creale FLPs with 15M, high basls recent purchises

- Gifi FLPs to kids, using 10M axampilnn and 33% discount
*+Zeroed out esiala; :
+ Originas 15M of ansels, mErlun
i 15M cidebl

Facing 20M lax -

- Bomow 50M - .
+ Loan ta klds/grandkids rorAFR Notes -

- Notes get 43¢ discount in estate

+ Estata row 50M assels — 50 M debl +30M mv nf nnles'
©"ie 12M, cavings of BM -

Nme various further sieps, sm:h as uslng nales with GRATS, S :
r.hariiabte or insurance 1rusis pnsslbla .




The Sterling Saga: Notes on Probake

Litigation and Competency Issues
+ ATimeline {all dales 2014);
« April 25; TMZ releases audioiope of Donald making racist commenis

- Apiil 28: NBA Cammissluner Adam Silver announces Danald banned
frem WA, fined $2.5 M, and that leagua would maove to force sala

+ Sematime I early-mid May: Sheliy has two nnurulugisls examine
Donald, and find him ta lack capacity

+ May 15: Donatd mialns Inwynr, Mnxwuli Ble:her, to sug NEA

« May 22 Donald's atiomey sends lelter io NBA Commisstonar 5tz|l|nn E

it Dosaid bas autharized Shelly 1o sell leam, Donald iilials

- May 22! Ehelly removes Denanld as co-Trusies and annountes salaaf .
' Clippars tn Stave Balmor far 52 Bllion

« May 30;: Donald filas suit in faderal counl (aanmsl) aualnsl NBA'
- June 8 Donzld revnkes trust

o mge.u Rl

Movnng to Probate Court

- :- Shelly brings ex«pane petition | under PC 17200 to @
*" confirm Trustee's acts (removal of Donald and sale of *

team) and Instruct Trustee and (b) obtaln Order directing
- Trustee under PC 1310(!:) io preventinjury or loss tn
*Trust
Prelimlnary rullngs

"+ Shelly's move for TRO 1o pra\.‘ani Ponzld {rnm "Inllmidaﬁng

" 'wiinessas" danled .
:: '+ Judga Leyanas lalls parties o chill oul’ .

-~ Denald's mave to stay prnceadlngs for federal cuurt denled (In

Probalte and fed courts) -

~ Ballmer glven standing to appear In court and with counsal ©

+ Scope of rial limiled ta propriety of removal of Donald undar Family - A : o

- Frust and sale ol teamfPC 1310[11). NOT capaciiy per 58

| TheCapamty Corhponent

g :. Terms nf pnvale Irust Versus s!atute

- What ars the dlﬂe:ent standards?
"< How ta maka delanninauans sala from cha!lenga

= Were propar pru!ucols followed? - :
“\Was Shelley right to "hedge her hets wnh May ?.2 Ieiter?
Lessans far regular" capaciiy lssues? :

10/23/2014
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Probate Code 17200

47200, {a} Except as pravidad in Section 15800, a inssiee or
. beneficlary of a trust may petition the court under this chapter
canceming the Internal affairs of the trust or to detennina the

" existence of the trusi,
{b) Praceedings concerning the inlernal affalrs of & trusl include, but

ara not limlled 1o, preceedings for any of ihe Jollowing purpeses: . ..
[23 specific subsections omitled] Lo

5 Probate Code 1310(a) and (b)
*+ 1310, (o) Except as provided in subdivisiona (b}, {c), {d), and (e}, an appeal :
. rpursuantio Chapler 1 {tommencing with Snl:ﬁun 1304} slnyu lhe operafion i N
- :and effect of fhe judgment or order. Lo PRV
- +'{b) Notwithsianding thal an appeal is (aken lrom the jedgment ururdur, forthe : R
. purpesa of preventing injury oz Joss to a parson er propery, The gl couit may -
» direct the exercise of the powers of Ihe fiduciary, or may oppoint a temporary
uanimn arconservalor of the person or estaie, or both, or a speciol ] L )
i or femparary lruslee, fo Ise the powars, fom lime o fime,. B DRI :
: as Hnn appeal wera panding. All acts of the fi f‘du:lary pursuant to'the’ : : Toreo. T T S
. directions of lhe cour made under Lhis subdivision are valld, imespeciive of : : .
.:ibe sasull'of the appeal. An appenl of the direclioss mode hy lha caurl under

this subdivision shall nol alﬂy lhasa dfrm:tiuns

_-'Judge_’s Ruling (July 28). ..
Sheily wins, on all counts s
< acled pmpedy In rernuving Donald

« more eredible te;timuny

i Dectors credibla. - -
- no evidence of *masier plan®

: © & who E‘IIBST
. Sale of team proper
. gnt an Ernazing price/daal

»PC 1310(b} granted

ruling “appeal proos”
- in fact, subsequent appeal denied .

« Donald left to seek mnnalnry dnmnges
+ whal are ihey? ) X
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Lessons?
» Lessons for Trust drafling
+ rale of language of capacity/protocals in estals plen
» Lessons for capacity
+ form and subslance in capacily decislons
+ Lessons for litigating In Probate Court -
- good aulcome? - - S
"« candacislons atways be this quitk?
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