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Transfer Of The Estate Through A Bypass Trust

Combined Estate Of Husband And Wife

Husband and Wife may withdraw all of the principal or may revoke or amend their estate plan at any time.

When The First Spouse Dies, The Estates Divide

v

Survivor's Property

v

Survivor's Trust
(Amendable / Revocable)
Survivor receives all income, may
withdraw all principal, and may

revoke or amend the Trust.

r Decedent's Property —¢

Family Trust
(Irrevocable)
Each estate owner is entitled to
have a certain size estate before a
federal tax is incurred.  This
amount increases each year until

Marital Trust
(Irrevocable)
Funded with the balance of the
decedent's property after funding
the Family Trust to the limit of the
federal estate tax exemption. If the

2010 as follows: surviving spouse is a U.S. citizen
and receives all of the income for

2009 $3,500,000 life, the executor may elect to defer
2010 NO TAX federal estate tax until the death of
2011 $1,000,000 the surviving spouse.

and thereafter

By directing this sum into a trust
which  benefits the surviving
spouse, the decedent's children, or
both, it will not be taxable at the
death of either spouse.

Y

Maximum Benefits To The Surviving Spouse From
Both Family And Marital Trusts

Survivor entitled to the following: -
& Allincome

@ The larger of $5,000 or 5% of the trust principal annually for any purpose
@ Entire principal, if needed, for health, education, support and maintenance

!

» When Survivor Dies

Survivor's estate is entitled to the same federal estate tax exemption as above.

!

Family Trust

(Irrevocable)
After payment of taxes and final expenses, Survivor's Trust and Marital Trust assets are added to the
Family Trust. Assets may continue to be held in trust for the benefit of the children during the years
the children are growing to maturity; the trustee will distribute the estate to beneficiaries at ages
specified in the trust. Family Trust assets may also be distributed free of trust to beneficiaries without
delay, as specified in the trust.

Features

1. The amount allocated to the Family Trust at the first death is equal
to the amount of the predeceased spouse's estate which is exempt
from tax. If the predeceased spouse's estate is left outright to the
surviving spouse, this exemption is lost.

3. The eventual distribution of both the Marital and Family Trusts to
the children or chosen beneficiaries of the predeceased spouse is
assured. Conversely, if the entire estate were left to the surviving
spouse, the possibility of undue influence by a new spouse and a
possible disinheritance of the predeceased spouse's beneficiaries

2. The amount allocated to the Marital Trust will qualify for the would remain open.

marital deduction, if elected, resulting in no estate tax liability

at the death of the predeceased spouse. 4. If the Living Trust is properly funded, the expense and delay of

probate is avoided.
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