FLOWCHARTS ILLUSTRATING ONLY FRACTIONAL INTEREST DISCOUNTED GIFTS
TO IRREVVOCABLE GRANTOR “CRUMMEY” GENERATION-SKIPPING TRUST (NO LIL.C)

Assumptions:

»  Mom and Pop are in their 60’s — no insurability issues.

»  Family lands have an undisconnted value of $2M, and are owned by Mon: and Pop as joint tenants
with rights of survivorship.

»  Mon and Pop have $3M of other assets, mostly cash and marketable securities in “‘taxable” (i.e.,
non IRA or gualified person/ profit sharing) accounts. Pop also has a $150K annual pension
under bis former employer’s defined benefit plan, which will provide a §75K benefit for Mom if she
survives Pop.

»  Lands are a lakefront “compound” type property which parents wish to continue exclusively to
oceupy seasonally (May — October) for the remainder of their lifetimes (they “winter” in their
Florida condo).

» Al four children are “stewards”, not “liguidators”. They get along well. Each is married; 2 have
2 children, 1 has 3.



FLOWCHART 1

ILLUSTRATING MOM AND POP’S FUNDING OF TRUSTS AND TRUSTS’ PURCHASE

POP

Gift of 50% tenant-in-common
interest, §850K discounted value
(15% fractional interest disconnt)

!

POP’S GRANTOR
SUBTRUST

A generation-skipping subtrust which is also an
intentional grantor trust for federal income tax

purposes

$165K Withdrawal
rights

|

OF JOINTLY OWNED POLICY

MOM

Gift of 50% tenant-in-common
interest, §850K discounted value
(15% fractional interest disconnt)

|

Non-“reciprocal” trusts — e—————

MOM’S GRANTOR
SUBTRUST

A generation-skipping subtrust which is also an
intentional grantor trust for federal income tax

15 CRUMMEY POWERS

4 Children, 4 spouses and 7 grandchildren

purposes
$165K Withdrawal
riohts
LIEE INSURANCE wr
COMPANY 1

Trusts enter contract for purchase
of $1M second to die policy 1o be

co-owned in equal 50% shares by
trusts

15 CRUMMEY POWERS

4 Children, 4 spouses and 7 grandchildren

Each of Mom and Pop consume §685K of $TM applicable excclusion amount, and §850K of $1.1M GS'T exemption, leaving
$630K of combined applicable exclusion amonnt and §500K of GS'T exemption for future transfers. Potential estate tax
savings: From discounting - §300K discounts > .50 = $150K; From crummey powers - §330K x .50 = $165K, for a total of

$315K.




