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There are many types of trusts, capable of
helping you accomplish a variety of goals.
However, when most people think about
trusts, a Revocable Living Trust is the one
they have in mind.
A Revocable Living Trust allows you to
maintain complete control over your assets
while you are alive and after you have
passed away. You don’t have to transfer your
assets to the trust all at once, you can do so
over time and even add to the trust as you
acquire new assets.
Other benefits of a Revocable Living
Trust include:

•
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Avoiding probate. The probate process
is time-consuming, needlessly expensive
and exposes your financial affairs to
public scrutiny

•

It can be changed over time to
compensate for changes in your
financial and family situation

•

Basic wills can lead to disagreements
among family members. A Revocable
Living Trust can help eliminate
challenges to the will and ensure
beneficiaries receive what you have
intended for them

•

It can allow for separation of assets.
This is often useful for married
couples looking to protect assets and
minimize taxes

•

It allows for ongoing financial
management. As your wealth
accumulates, so too will assets in
the trust

(cont.)
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What Trusts Can Help You Accomplish (Cont.)
Trusts that can help you meet specific estate
planning goals

As we have mentioned, there are a wide range of trusts. Here
are some that can be used to achieve specific planning goals.
Generation-Skipping Trust (GST)
Let’s say your son has remarried and you’re worried that his
second wife might not pass his inheritance to the children
from your son’s first marriage—that is, your grandchildren.
Or maybe one of your children is not responsible enough
to handle an inheritance on his or her own and you want
to make sure your grandchildren will receive a portion of
your assets. With a Generation-Skipping Trust, the assets
put into the trust will be transferred to your grandchildren
when the GST goes into effect. A GST does not necessarily
disinherit your children. The trust can be structured so that
your children can draw on the income/earnings from the
trust while your grandchildren stand to inherit the balance of
the trust.
Qualified Terminable Interest Property Trust (QTIP)
A QTIP is an excellent tool for blended families. It allows you
to pass earnings from trust assets to one person while the
assets themselves remain in the trust for the benefit of another
person. Why is this useful? Well, what if you and your spouse
both have children from previous marriages? You want to
make sure your spouse is provided for after you pass away, but
you also want to ensure that the children from your spouse’s
first marriage won’t receive most or all of your estate. With a
QTIP, your spouse can access the income from the trust while
your children will inherit as much of the trust’s assets as you
see fit. Or what if you’re worried that your spouse will remarry
and the new spouse takes marital ownership of your estate?
Again, the QTIP allows you to provide for your spouse and
your children.
IRA Trust
Typically, the beneficiaries named in your IRA will receive
the IRA’s money when you pass away. However, if one of your
beneficiaries is, for example, a minor child, an IRA Trust
can allow you to have the payments distributed over time
after your child becomes an adult. An IRA trust can also be
structured like a QTIP, allowing you to support a surviving
spouse with trust income while leaving the assets of the trust
to your children or other beneficiaries.

Special Needs Trust
If you have a loved one with special needs, a Special Needs
Trust allows you to create a fund to augment services and
care not provided by government assistance programs such
as Supplemental Security Income (SSI) while at the same
time maintaining eligibility for these programs. The trust can
include money for travel expenses, entertainment, wheelchairaccessible transportation, education, advanced dental and
medical care, and more. In essence, a Special Needs Trust can
provide for services capable of dramatically improving the
quality of life of your loved one with special needs.
Credit Shelter Trust (CST)
This trust is an excellent way for high-net-worth married
couples to minimize or avoid federal estate taxes. How? Both
spouses could have a provision in their wills setting up the
CST. When the first spouse passes away, the CST kicks in and
is funded up to the federal estate tax exemption amount. The
assets in the CST are no longer part of the taxable estate but
the surviving spouse can still use a small percentage of that
money for income. When the second spouse dies, the funds
in the Credit Shelter Trust can pass to heirs free of federal
estate taxes.
Contact us today to discuss additional estate planning
tools and strategies that can help you achieve your
particular goals.

Taxes On Social Security Benefits
And How To Avoid Them

Many people are surprised to learn that their Social Security
benefits can be subject to federal taxation. Whether your
benefits are taxed depends on what is known as your
“provisional income.” This is your adjusted gross income
(not counting Social Security benefits) plus nontaxable
interest and half of your Social Security benefits. For people
filing as individuals or heads of household with provisional
incomes of less than $25,000, Social Security benefits are not
taxed. For couples filing joint returns, the figure is $32,000.
Unfortunately, individuals with provisional income of between
$25,000 and $34,000, or couples filing jointly with provisional
income of between $32,000 and $44,000, up to 50% of Social
Security benefits may be taxable. In the case of individual filers
with provisional incomes above $34,000 or joint filers whose
provisional incomes exceed $44,000, up to 85% of Social
Security benefits may be subject to taxation.
A recent article on kiplinger.com offers some strategies to
avoid, or at least mitigate, taxes on Social Security benefits.
Withdraw money from your tax-free Roth IRAs
Tax-free withdrawals from a Roth IRA or Roth 401(k) are not
included in your adjusted gross income. Rolling over money
from your traditional IRA or 401(k) to a Roth IRA years before
you start receiving Social Security benefits is an excellent way
to avoid taxes later in retirement. Of course, you will have to
pay income taxes when you make the conversion, but you can
tap the account tax-free after that.

Purchase a Qualified Longevity Annuity Contract
You can invest up to $125,000 from your IRA or 401(k) in a
deferred-income annuity called a Qualified Longevity Annuity
Contract (QLAC). The money in your QLAC is ignored when
figuring your required minimum distribution, so you can
reduce the size of your distribution, lower your income and cut
your tax bill.
Give your required minimum distribution to charity.
If you are 70½ or older, you can give up to $100,000 per year
to charity from your IRAs tax-free. Your gift counts as the
required minimum distribution but is not included in your
adjusted gross income.
Be careful with income investments.
You can structure your portfolio to minimize the income
it generates. This approach makes particular sense if your
portfolio’s income is being reinvested.
To learn more, you can read the entire Kiplinger article at
http://www.kiplinger.com/article/retirement/T051-C001S003-how-to-limit-taxes-on-social-security-benefits.
html?rid=SYN-yahoo&rpageid=15173&yptr=yahoo.
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A Personal Note From Jan
Welcome to our Third Quarter Newsletter for 2016. I
hope all of my readers had a great summer.
Our first article is about trusts —more specifically,
revocable living trusts. It’s a basic question that all estate
planners are asked: “Should I have a trust, or do I only
need a will?” I hope the article will help answer some of
the trust vs. will questions you may have.
At its most basic, living trust planning is designed to avoid
probate (the court process of making sure your creditors
are paid and your property is distributed after your death).
In California, if you have assets in your own name with
a gross value of more than $150,000, your estate will be
subject to probate. Since I don’t know of many properties
in the Los Angeles area worth less than $150,000, my
bright line for when you need trust planning is when you
own a home.
Another advantage of trust planning is protecting your
wealth upon your incapacity. Many people plan for their
deaths, but not for a debilitating illness. However, a will

is only good if you are dead! If you get sick and have only
a will, you may have to go through a “living probate” —
conservatorship — in which a court appoints someone to
manage your affairs for you, subject to court and public
scrutiny. With good trust planning, you can avoid this.
Our second article is about Social Security planning
and taxation of Social Security benefits. Now that Baby
Boomers are getting older and considering retirement,
I get more and more questions about managing Social
Security benefits. I guess having enough income to cause
your Social Security benefits to be taxed is not the worst
problem in the world, but most of us want to keep as much
of our income as we can. The article has some tips that
might be helpful to you.
Have a wonderful fall and Holiday season. Of course, if
you have questions about any of this, please give me a call.

Jan Copley, Attorney at Law

