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NOT JUST FOR THE
WEALTHY

* | don’t have any assets!

* Yes, you do. ($184,500 for Californians in 2023)
« If you do nothing, Estate assets include:

« All bank accounts

* Investment accounts: Mutual Funds, Stocks, Bonds
* Retirement accounts: 401(k), IRAs

* Pension Plans & Annuities

« Life Insurance Proceeds

» Real Estate (Primary residence, vacation home)

« Car

(Be Sure to Assign PODs, TODs, Beneficiaries!)

5




ESTATE PLANNING FOR HIGH
NET WORTH INDIVIDUALS

1. TRUST PLANNING
2. ESTATE TAX PLANNING




ESTATE PLANNING FOR HIGH
NET WORTH INDIVIDUALS

1. TRUST PLANNING STRATEGIES

- Living Trust - Special Needs Trust

- T -QDOT

- CRAT - Charitable Remainder Trust
- IDGT/IDIT

- -Dynasty Trust
- Personal Residency Trust
- Generation Skipping Trust

- Medicaid Asset Protection Trust

REVOCABLE? or IRREVOCABLE?




Estate Planning Strategy

A Living Trust Enables You To:

« Maintain control during your lifetime
* Plan for incapacity

 Avoid costs and delays of probate

» Guarantee privacy
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Does Your State Have an Estate or Inheritance Tax?
State Estate & Inheritance Tax Rates & Exemptions in 2021

WA
$2.2M,

10%-20% NH

OR

$1M,
10%-16%

3.06%-16%
PA T MA
0%-15%

7

NE O/e 15/0 IL
1%-18%

087

0.8%- 16%
RI

16%
KY
0%-16%

$1.6M
0.8%-16%
CcT
$7.1M
10.8%-12%
NJ
0-16%
DE

- M
i

Estate: $5M

0.8%-16%

Inheritance: 0%-10%

$5.5M
10%-20%
State Has an Estate Tax

Note: Exemption amounts are shown for state estate taxes only. DC
Inheritance taxes are levied on the posthumous transfer of assets $4M
based on the relationship to the decedent; different rates and 11.2%-16%

exemptions apply depending on the relationship. CT's exclusion is
scheduled to rise further, matching the federal threshold by 2023.
Source: Bloomberg Tax; state statutes

TAX FOUNDATION @TaxFoundation

. State Has an Inheritance Tax
N\
A

\ State Has Both an Estate Tax & Inheritance Tax




California Maryland

Estate Tax A8k (Federal) 40%

A
T (State) X
Inheritance Tax X Bt (Federal) X X
el HEA|

T=(State) X 10%

TOTAL 40% 66%
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Filing Requirements

« Estate Return Filing (Form 706)
 Estate Return Timely Filing (Section 6651)
* Within 9 Months (plus 6 months extension) = 15 months

« Payment Due With Timely Filing (within 9 months)



Estate Valuation

VALUATION/APPRAISAL

* All Interests of the Deceased — Liabilities = Estate

 Deduction- Marital
Charitable
Liabilities (mortgage, etc. )
Estate Admin. Expenses

NOTE:

* Probate and Non-Probate Assets Included

 Assets In-Control (i.e, revocable trust) Included



Estate Valuation

* Imposition of Accuracy (Section 6662)
@ Fair Market Value
= Cost Basis for the Recipient

« Underpayment Penalty = 20% of the underpayment amount



Estate TAX Planning Strategies

« 3NN Portability &

 Unlimited Marital Deduction:

-If all goes to the spouse = Deferral of the estate tax until the
surviving spouse’s death.

» Deceased Spouse Unused Election (DSUE)



The U.S. gift and estate tax rules applicable to foreign nationals is summarized in the table* below.

Assets Assets Annual Gift Gift Tax Estate Tax Gift and Estate Tax
Transferred From Transferred To Tax Exclusion Exemption Exemption Marital Deduction
U.S. Citizen Spouse N/A due to $12,920,000 Unlimited
unlimited marital
deduction
U.S. Citizen U.S. Citizen $17,000 $12,920,000 N/A
or Non-Spouse
Resi_dent Foreign Foreign National $175,000 $12,920,000 Allowed if assets
National Spouse are transferred to a
QDOT
Foreign National $17,000 $12,920,000 N/A
Non-Spouse
U.S. Citizen Spouse N/A due to $0 $60,000 Unlimited
unlimited marital
deduction
U.S. Citizen $17,000 $0 $60,000 N/A
Nonresident Non-Spouse
Foreign National  Foreign National $175,000 $0 $60,000 Legal ambiguity on
Spouse the availability of
QDOT
Foreign National $17,000 $0 $60,000 N/A

Non-Spouse

*Figures assume the transfer occurs in 2023.



0| = 9| Estate Tax History & Rate

Mational Life
Toup®

TABIE 1
Estate, Gift, and GST Tax Rates and Exemptions under Current Law
2007-2020

4
i 2023 Tax

TPC

Tax Brackets for 2023 Long Term Capital Gains/Qualified
ates

Dividend R

Reference Guide

$oc.000

Estate and Generation-

o B o e s ———
s e
2007 45% 45% $2 millon $1 million $12,000 :j"'i'f:r:;z;:::: -
2008 45% 45% $2 million $1 milion $12,000 e — W
2009 45% 45% $3.5 miion $1 milion $13,000 e A
2010 0%' 35% N/A® $1 milion $13,000 %E{::fxi::::
20M 35% 35% $5 milion $5 milion $13,000 W
2012 35% 35% $5.12 million $5.12 milion $13,000 e e o e e
2013 40% 40% $5.25 millon $5.25 millon $14,000 m}f’:ﬁ:ﬁ;m:gzgg e E———
2014 0% 0% .34 millon $S3mlion  $14000 il e—
2015 a0 a0 $.43 milion $S43milin 14000 : R
2016 40% 40% .45 millon $5.45 millon $14,000
o R = S8 mikn R quo0 Estate Tax Transfer Tax Rate 40%
2018 40% 40% $11.18 milion $11.18 milicn sis00 Estate Tax Exemption $12.92M
2019 a0% a0% $11.40 millon $11.40 million sso0 - Gift Tax Exemption $12.92M
2020 40% 40% $11.58 milion $11.58 milion sis00 - Generation-Skipping Transfer Exemption $12.92M
m;::g;ﬁi::;ﬁo,@m%19’%,Isfr,&)edfo.'fnﬁat'onfnS1,Cl1)ir.ceneﬁs4 Gift Tax Exclusion $1 7,000




2010 LAW

e Under the pre-2010 estate tax law and under the TRA
Law, the assets of the decedent receive a tax basis for
income tax purposes equal to the fair market value of the
assets at the date of death. This is referred to as the
“step-up” in basis.

—



2010 LAW

Under the 2010 Law, the estate and the beneficiaries
take over the decedent’s basis in his assets.

However, the 2010 Law gives the executor the ability to
step up the basis of assets to a limited extent.

The executor can allocate $1.3 million of basis increase to
assets passing to persons other than a spouse, and
$3.0 million of basis increase to assets passing to a spouse

The form for making this basis election is Form 8939.

1
8



Basic Exclusion Amount for Year of Death

Basic Exclusion Am
Year of Death ount

2011 $5,000,000

* The current “high” exclusion amounts were 2012 $5:120,000

created by The Tax Cuts and Jobs Act of 2013 $5,250,000

2017, which increased gift and estate tax 5014 $5,340,000
exclusion amounts beginning in 2018

2015 $5,430,000

through 2025. However, on January 1,
2026, the exclusion amount will “sunset” 2016 $5,450,000
and revert back to the 2017 amount of $5

o \ _ _ 2017 $5,490,000

million, adjusted for inflation. That’s a

significant difference - especially 2018 $11,180,000
considering estate taxes of 40% will be 2019 $11,400,000
applied ’Fo anyth.lng over the threshold. 2020 $11,580.000
Those with considerable assets may want

to consider making some significant gifts 2021 $11,700,000
before the current estate and gift tax 2022 $12,060,000

exclusion amount drops in 2026.
2023 $12,920,000



Estate Tax Calculation

In 2023,

Total Assets: 20 MM
Estate Tax Exemption: 12.9 MM
Taxable Estate; 7.1 MM
Estate tax (40%) 2.8 MM

To be paid in cash within 9 mos.




, 2026

After January 1

65AM 25

12 MM
60 MM

—t

<
klo

(6 MM X2) 12 MM

A Ak BRI

O

60 MM

Taxable Estate

24 MM

o SEME (40%)

ol &



Portability Sample Case
Ms. L, 73 Years Old, Female, CEO

Husband passed in 2018 (Estate Exemption: $11,180,000)
2018 Estate Net Value: $6.9 million
- No 706 filed

2022 Asset Value: $26 million

(Real Estate: 14 million + Business Value: 8 million + Other Assets: 2 million)



Estate Tax Planned on Current Net Asset of $26 million

On or Before December 31, 2025:
Actual
$26 mMm - $12.9 mm =$13.1 mm x 40% = $5.24 mm

706 Filed & DSUE USED
$26 MM =129 mm - $11.18 mm = $1.92 mm x 40% = $768k

On or After January 1, 2026:
Actual
$26 mm - $6 mm = $20 mm x 40% = $8 mm

706 Filed & DSUE USED
$26 mm = $6 mm- $11.18 mm x 40% = $3.52 mm




Gift Tax Filing Requirements

Gift Tax Filing: Form 709

- 4/15 and 10/15 deadline

- IRS has 3 years to examine the filing

- 5% penalty per month, maximum 25%

- No Statute of Limitations runs, if not filed

$17000 (annual exclusion) +$1 triggers Gift Tax Filing
Up to $12.9 million (2023) may be gifted, then taxed at Transfer Tax Rate

*Exemption= Tuitions and Medical Bills



Estate Tax Strategy

Ms. Lee wants to gift the 10 million business to her son
prior to 2026. ($12.9 mm may be gifted with 709 filing.)

Cost Basis for the son will be $500k.

Capital Gain Tax Strateqy

Step Up Basis = Estate Tax Outstanding



Estate & Gift Tax Sample Case

Mr. & Mrs. K
Estate Planning Consultation in 2022

Total Asset Value = $41 mm

3 Sons’ Total Asset Value = $22 mm

- Real Estate ownerships were shared with 3 sons during
acquisitions.

- Business Interests were shared with 3 sons at the start of
new business.

NO GIFT RETURN FILED during the past 18 years!!!

* Donor is responsible for paying the gift tax.



Generation-Skipping Transfer Tax (GSTT)

Estate tax (40%)

Estate tax (40%)

+

GST tax (40%)

-

1 Estate tax (40%)




FOREIGN NATIONAL (NRA)

« Estate Tax Exemption is $60,000

EXAMPLE:
« $2 mm Property Purchased In Irvine & Owned by NRA in Korea

Estate Tax Calculation:
$2,000,000
- 60,000 (Exemption)
$1,940,000 x 40%
= $776,000 (Due within 9 months, in cash)

¢ 2 mm investment == Resulted in $1,224,000



Estate Tax Planning Tools & Strategies

* Life Insurance - QTIP

* Charitable, LLC ¢ Dynasty Trust

« Irrevocable Life Insurance Trust * Charitable Remainder Trust

* Personal Residence Trust * Family Limited Partnership
GRATs

Buy-Sell Arrangement



SOLUTIONS




Premium Financing

Premium Finance During Insured’s Lifetime

Insurance company issues policy

to Insured's Trust or Business
TRUST
—
pa 7 | POLICY
< " " = | =
Trust pays premiums to the insurance company —
Insurance Policyowner
Company Insured uses
lifetime exemption N
to gift cash-flowing _
assets to trusts Trust/Business
pays the lender
OR loan interest Loan(s) made to
Trust/Business
Insured makes annual Trust/Business for life
exclusion gifts to trust for pledges collateral insurance
loan interest payments (cash value & premiums
other assets
Trust may distribute potentially)
retirement income

to insured's spouse

. (dependent on trust)
Insured may pledge additional
Insured(s) collateral when a shortfall exists

Lender




Worthington
Financial Partners

Life can be complex, but protecting your assets doesn’t have to be.

At Worthington Financial Partners, we work side by side with you to develop financial
solutions that fit your lifestyle. Whether you’re looking for estate planning strategies,
insurance products and services, or retirement planning strategies for you or your business
, our agents located in Maryland, Northern Virginia, and Northern California are alongside
you every step of the way. You have the comfort of knowing that even when your life or
business changes, you have a team working with you so you can change right along with it



