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ESTATE PLANNING
Estate planning isn’t just for the wealthy, it’s for
everyone. Doesn’t everyone want to choose who takes care of
their dependent children, and where they want your assets to
go? Also, do YOU want to make those decisions, or allow the
state government to decide for you? This article is designed to
provide an overview of the basic concepts of estate planning.
The 5 components of the estate plan are listed below:
• The Will – In its simplest form, this document
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specifies who will take care of your dependent children,
who will inherit which of your assets, and who will
be the person responsible for executing the will.
Power of Attorney (POA) – The POA document
specifies who can or will act on your behalf in
the event you become incapacitated. This allows
the POA to handle your financial affairs.
Medical Power of Attorney (POA) – The medical
POA empowers someone to make medical decisions
on your behalf in the event you are incapacitated.
Living Will – This document allows the individual
the authority for someone to “pull the plug” in
case they become permanently incapacitated.
Trusts – Trusts can be one of the most effective estate planning
tools, as it allows the individual to control the disposition
of his / her assets long after death. Trusts can be very simple,
offer extraordinary advantages, and often are part of the will.

There are some pitfalls that married couples
could solve by using a trust, such as:

• If the surviving spouse remarries, there are scenarios when

the original natural children may be left with nothing.
• The surviving spouse may have different goals later.
• If children are young, irresponsible, or have special
needs, it would not be prudent to leave them with a large
sum of money, especially when it is not credit-proof.
• If the married couple is in their second marriage,
then it raises numerous potential complications
with stepchildren, and other items noted above.
When a person dies, it is assumed that the disposition of all
assets is directed by the will. This is not true, as any assets held
by registration (such as joint accounts) or beneficiary-driven
assets (life insurance, trusts, retirement plans, etc.) are distributed
directly to the recipients, rendering the will useless for those assets.
Twenty states have an estate or inheritance tax, and that tax is
based upon the state in which the decedent is a resident, and not
where the beneficiaries live. Pennsylvania has an inheritance
tax which levies a 4.5% tax for lineal descendants, 12% tax for
siblings, and a 15% tax for all others. It is also important to
know and plan for the taxation of specific assets and develop
specific strategies, which are beyond the scope of this article.
So, does your current plan reflect your current wishes, and
address some of the pitfalls noted above? We encourage you to
review your will, seek advice from an estate attorney, or consult
with your financial advisor, if your advisor is qualified to provide
that advice. We will be holding an educational seminar titled
“Fundamentals of Estate Planning, Taxation, and Strategies”
to further explain these topics, and address any questions or
concerns you may have. See our ad below for details.
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