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Why Plan? 

Estate planning is an 
opportunity to discuss your:  

• Life;  

• Needs;  

• Values; and,  

• Goals.  
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Goals of Estate Planning 

• Protect your property and your family,  
during disability and after death 

• Transfer your assets to your chosen 
beneficiaries in the right way at the right 
time 

• Control who will be in charge of carrying 
out your wishes 

• Reduce taxes and other “transaction 
costs”—often by thousands of dollars 
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Fundamental Estate Plan Documents 

• Durable Power of Attorney 

• Living Will 

• Health Care Power of Attorney 

• Will 

• Revocable Trust (aka “Living Trust”) 
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What Does a Durable Financial 

Power of Attorney Do? 

• Allows others to take care 
of your financial affairs       
if you become disabled or 
otherwise are unavailable 

• Sometimes nominates a 
guardian in case you 
become disabled 

• Avoids most probate court 
supervision of your assets  
if you become disabled 
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What Does a Living Will Do? 

• Allows you to declare to 
your doctors that you do 
not wish to be subjected to 
extraordinary measures  if 
you are in a permanently 
unconscious state or a 
terminal condition. 

• You may also express your 
preferences regarding 
organ donation 
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What Does a Health Care 

Power of Attorney Do? 

• Names the persons you 
wish to make medical 
decisions for you if you 
become unable to do so. 

• Applies in any situation 
where you cannot give 
informed consent, not just 
end of life care. 
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What Does a Will Do? 

• It is the basic building 
block of your estate 
plan 

• Controls who gets your 
“probate” property 

• Controls who pays 
expenses and taxes 

• Nominates a guardian 
for any minor children 

• Names your executor 



The State of Ohio Has Already Written a 

Will for You! 

• All of your property passes to your spouse, if your 
children are of the same marriage 

• Different divisions of property apply if you have 
children from different marriages 

• Guardian administers property under strict 
probate court supervision until your child reaches 
age 18 

• Once your child reaches age 18,  your child receives 
the money, no strings attached 



• Joint ownership  

• Specific assets with beneficiary designations: 

• Life Insurance 

• Retirement Plans 

• POD or TOD on Bank / Brokerage Accounts 

• Real Estate with a transfer-on-death affidavit  

These assets pass outside of Probate to the 
named beneficiary, regardless of what your Will 
says. 

What Property Does A Will Not Control? 



What Can a Revocable Trust Do? 

Revocable Trusts can 
provide a variety of 
advantages over simple 
Wills for estates of any 
size: 

• Avoid Probate 

• Provide Privacy 

• Increase Control 

• Provide for Special 
Needs 



Examples of Trust Uses: 

• Delay distribution to your children until whatever age you 
choose, while allowing the Trustee to use property for their 
benefit 

• “Pot trust” - Hold your property in one fund for all of your 
children (primarily for education) before giving the 
remainder to them in equal shares 

• “Dynasty Trust”  - Maintain property in Trust throughout 
lifetime of children to provide creditor and tax protection 

• “Special Needs Trust” - Ensure a disabled child is not 
disqualified from government  benefits 

• “QTIP Trust” - Provide for spouse while ensuring property 
passes to your chosen beneficiaries after spouse’s            
death (e.g., children from prior marriage) 



Federal Estate Tax 

• Applies to transfers at death 

• $5.43 million exemption 

• 40% tax rate 

• “Portable” between spouses 

Federal Gift Tax           

• Applies to lifetime transfers 

• $5.43 million lifetime exemption 

• 40% tax rate 

• $14,000 annual exclusion 

Ohio Estate Tax:  Repealed! 

What are Transfer Taxes? 



• The number of Estate tax returns filed has 
declined: 

• 731,000 in 2003 

• 9,400 in 2012. 

• Expected to increase to roughly 100,000 per year in 2015 
and beyond due to elections for portability 

• It is estimated that 5,400 estates will pay estate tax 
in 2015, out of 2,600,000 deaths 

• Married couples with a net worth under 
$10,860,000 will avoid estate tax 

• 99.8% of Americans will not pay estate tax! 

Who Needs to File an Estate Tax Return 

or Pay Estate Taxes? 



• Two tax effects of assets included in your 
taxable estate: 

• They are potentially subject to estate tax 

• Your heirs receive an income tax basis equal to the 
fair market value at your death.  That is, unrealized 
gain is never subject to income tax. 

• “A/B” Trust planning takes assets out of the 
surviving spouse’s taxable estate 

• If the survivor’s net worth is below $5,430,000 (or 
$10,860,000), you want those assets back  
in the taxable estate.  

The New Tax Planning: 

Income Tax Basis 



• Consider the following example: 
• Husband died in 2002 and left $1,000,000 in trust to be 

excluded from Wife’s taxable estate 

• That $1,000,000 has grown to $2,000,000. 

• Wife has $1,500,000 of her own money. 

• At wife’s death, the children will receive the trust 
property with a value of $2,000,000 and a basis of 
$1,000,000.  They could pay up to $238,000 in 
federal income tax on sale of that property 

• If the property were in the spouse’s  
estate there would be a total estate of  
$3,500,000, an exemption of $5,430,000 
and no estate or income tax due 

The New Tax Planning: 

Income Tax Basis 



• Consider outright gifts to the spouse 
• Loss of control of property if spouse remarries; 

• Loss of potential for creditor protection for the 
surviving spouse 

• Give the Trustee discretion to distribute funds 
entirely to the spouse 
• Potential for loss of control 

• Trustee needs to make the right decision at the 
right time 

• Use sophisticated trust planning to 
include only appreciated assets in the  
spouse’s taxable estate 

How Should We Plan for Income Taxes? 



• If you are potentially subject to estate tax, 
making taxable gifts is a good idea: 

• Future appreciation is out of your taxable estate 

• Gift tax payment is out of your taxable estate 

• If you are not subject to estate tax, making 
taxable gifts creates income tax problems: 

• Children receive your basis in the property, instead 
of the stepped-up basis at your death 

• Assets given to continuing trusts for your 
descendants never receive income tax basis 
step-up 

Re-Think Your Gift Strategy 



• Trusts offer valuable advantages in addition to 
their tax consequences 
• Short-term trusts can protect property until your 

children are ready to manage it (e.g., outright gifts at 
age 30 or 35) 

• Long-term (“dynasty”) trusts can provide creditor 
protection throughout a child’s life and throughout 
their descendants’ lives . 

• Creditor protection remains effective even if the child 
serves as Trustee of his own Trust 

• Property is protected from an ex-spouse in 
divorce in many circumstances—though  
some divorce Courts try to find a way to  
access Trust property for the spouse with 
less money. 

How Will You Leave Property 

to Your Heirs? 



    Often-Overlooked Aspects of Estate 

Planning 

• What happens to my pets if I die                                        
or become disabled? 

 

• What happens to my email, Facebook,                       
and other online accounts? 

 

• Are there charitable causes you would like to 
contribute to at your death? 

 



  Charitable Giving 

“To give away money is an easy matter and in any 
man’s power, but to decide to whom to give it 
and how large and when, and for what purpose 
and how, is neither in every man’s power nor an 
easy matter.  Hence, it is that such excellence is 
rare, praiseworthy, and noble.”  

      -- Aristotle 



Gifts to Charity at Death 

•Specific Bequest:  Specific dollar amount left to 
charity through your will or trust 
• “I leave to the Artist Archives of the Western 

Reserve the sum of $10,000.” 

•Residuary Bequest:  Leaves the balance of your 
estate, after payment of debts, taxes, and expenses 
to charity 
• “All the rest, residue, and remainder of my estate I 

leave to the Artist Archives of the Western Reserve.” 

• Estate tax deduction for charitable bequests 



Gifts of Specific Assets to 

Charity 

•Consider giving retirement benefits for better 
income tax results. 

•Dividing IRA into separate shares may be the best way to 
accomplish intended gift amount to charity. 

•Name Artist Archives of the Western Reserve as 
beneficiary of all or a portion of your life 
insurance 
•Purchase a life insurance policy and give it to 
Artist Archives of the Western Reserve 
•Give appreciated assets such as stock to the 
church to avoid capital gains 
•Estate tax deduction for charitable bequests 



Issues to Consider in Digital Estate 

Planning 

• Electronic access to information 

• Online communications 

• Other activities that are conducted or              stored 
online or by computer 

• Purely digital assets that can be                  converted 
into dollar value 

• Hardware and software that store these items 



  What Should I Do With These Digital 

Items? 

• Prepare a list of important digital                         
assets and files, including where                                  to 
find them 

• Securely store a list of the                               
passwords, usernames, or other                            
security information 

• Express your wishes as to who should or should not 
have access to these items 

• Authorize your executor and attorney-in-fact to 
deal with these assets 



Questions & Answers  
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Thank You! 

Jaclyn M. Vary, Esq. 
Schneider, Smeltz, Ranney & LaFond, PLL 

1111 Superior Avenue, Suite 1000 
Cleveland, OH 44114 

(t) 216-696-4200; (f) 216-696-7303 
jvary@ssrl.com 
www.ssrl.com 
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