
L I T C H F I E L D

F I N A N C I A L
I N V E S T I N G  ·  G R O W I N G  ·  P R O T E C T I N G

How Much Do You Really Know About
Estate Planning?

Take this true/false quiz and find out.

( ) 1. A will provides for the distribution of your assets as intended.

( ) 2. One disadvantage of probate is that your private assets become a matter of public record.

( ) 3. If you use the marital deduction, unlimited assets may pass to your spouse tax free.

( ) 4. The applicable exclusion amount effectively exempts an estate of $3,000,000 from Federal tax.

( ) 5. Qualified retirement plan benefits and 50% of all property owned in joint tenancy with your spouse

with right of survivorship are included in your gross estate.

( ) 6. Federal estate tax must be paid 12 months after the estate tax return is filed.

( ) 7. The highest Federal estate tax rate is 40%.

( ) 8. A qualified terminable interest property trust (QTIP trust) can help provide a surviving spouse with

lifetime income.

( ) 9. An irrevocable life insurance trust (ILIT) can provide liquidity to help pay Federal and state estate

taxes.

( ) 10. The annual gift tax exclusion limit cannot be exceeded for educational and medical needs.

( ) 11. With charitable giving, you can receive an immediate income tax deduction for the value of a

remainder interest gifted to a charity.

( ) 12. A properly designed trust will eliminate the need for a will.

( ) 13. In valuing a business, the future earning capacity of the company can be accurately determined

using valuation formulas.
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( ) 14. Owners of small corporations may prefer a cross-purchase buy-sell agreement because they receive

an increase in basis with a cross-purchase plan.

( ) 15. Changes in tax laws and changes in a person’s family situation are valid reasons for updating an

estate plan.

Answers:

While this quiz is designed to test your general knowledge about estate planning, its larger purpose is to

stimulate your thinking about the issues that may need your attention. Let’s see how you did.

1. True. However, contract assets, such as qualified retirement plans and life insurance policies, will pass

according to the terms of the contract.

2. True. Probate is always a public proceeding.

3. True. In using the marital deduction, you can pass unlimited assets to your spouse without paying estate

taxes at your death.

4. False. The applicable exclusion amount is $5,450,000 for each individual in 2016. Through the

“portability” of the Federal estate tax exemption, if one spouse dies without making full use of his or her

exemption from Federal estate and gift taxes, the surviving spouse has the right to utilize whatever

exemption amount the deceased spouse did not use.

5. True. All property, of which an individual is considered the owner, is included in the gross estate.

6. False. The Federal estate tax return, if required, must be filed—and the tax paid—within nine months of

death. The Internal Revenue Service (IRS) may extend the time for payment due to “reasonable cause.”

7. True. The top rate can be as high as 40% in 2016.

8. True. A QTIP trust can provide lifetime income for a surviving spouse, with the creator of the trust

determining the ultimate disposition of the trust assets.

9. True. The proceeds of an irrevocable life insurance trust are not included in the decedent’s gross estate,

and such a trust is typically used to help provide liquidity for estate taxes.

10. False. Gifts in excess of the annual gift tax exclusion can be made without gift tax implications provided

the donor pays the expense directly to the service provider (e.g., a college or a hospital).

11. True. In gifting a remainder interest, the future value of the gift is discounted to a present value. A

deduction is allowed for the present value of the future (remainder) gift on the current year’s income tax

return.
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12. False. A trust is not a substitute for a will; some matters, such as appointing guardians for minor children,

can only be done through a will.

13. False. One valuation method is based on an estimate of future earnings, but estimating the future earning

capacity of a company involves a good deal of speculation.

14. True. One of the advantages of a cross-purchase buy-sell agreement is that the remaining shareholders

receive a “step-up” (increase) in basis.

15. True. Changes in tax laws and changes in a person’s family situation are typically the primary reasons for

updating an estate plan.
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*See award disclosures on the following page.
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Disclosures

Disclosures: Litchfield Financial provides investment advisory services through Claro Advisors LLC (“Claro”) a registered investment advisor. Claro Advisors LLC ("Claro") is a

Registered Investment Advisor with the U.S. Securities and Exchange Commission ("SEC") based in the Commonwealth of Massachusetts. Registration of an Investment

Advisor does not imply any specific level of skill or training. Information contained herein is for educational purposes only and is not to be considered investment advice.

Claro provides individualized advice only after obtaining all necessary background information from a client. This report is not a financial plan and is not intended as a

solicitation or advice to purchase specific investments, but the information provided can assist you in evaluating your current financial situation and your ability to achieve

your investment goals. Any projection of investment outcomes is hypothetical in nature, does not reflect actual investment results, and is not a guarantee of future results.

Similarly, other information regarding various investment outcomes are hypothetical in nature, do not reflect actual results and are not guarantees of future results. The

projections may not include all taxes applicable to your situation. Past performance is no assurance of future results. Investments may fluctuate and lose value, and

unexpected market movements may result in changes in rates of return and anticipated performance. Claro does not provide legal or tax advice. The information herein is

general in nature and should not be considered legal or tax advice. Consult an attorney or tax professional regarding your specific situation. Claro will provide all

prospective clients with a copy of our current Form ADV, Part 2A ("Disclosure Brochure") prior to commencing an Advisory relationship. Please contact

compliance@claroadvisors.com or toll free at 800-604-2838 with any questions.

*The Five Star Wealth Manager award, administered by Crescendo Business Services, LLC (dba Five Star Professional), is based on 10 objective criteria. Eligibility criteria –

required: 1. Credentialed as a registered investment adviser or a registered investment adviser representative; 2. Actively licensed as a registered investment adviser or as a

principal of a registered investment adviser firm for a minimum of 5 years; 3. Favorable regulatory and complaint history review (As defined by Five Star Professional, the

wealth manager has not; A. Been subject to a regulatory action that resulted in a license being suspended or revoked, or payment of a fine; B. Had more than a total of three

settled or pending complaints filed against them and/or a total of five settled, pending, dismissed or denied complaints with any regulatory authority or Five Star

Professional’s consumer complaint process. Unfavorable feedback may have been discovered through a check of complaints registered with a regulatory authority or

complaints registered through Five Star Professional’s consumer complaint process; feedback may not be representative of any one clients’ experience; C. Individually

contributed to a financial settlement of a customer complaint; D. Filed for personal bankruptcy within the past 11 years; E. Been terminated from a financial services firm

within the past 11 years; F. Been convicted of a felony); 4. Fulfilled their firm review based on internal standards; 5. Accepting new clients. Evaluation criteria – considered: 6.

One-year client retention rate; 7. Five-year client retention rate; 8. Non-institutional discretionary and/or non-discretionary client assets administered; 9. Number of client

households served; 10. Education and professional designations. Wealth managers do not pay a fee to be considered or placed on the final list of Five Star Wealth Managers.

Award does not evaluate quality of services provided to clients. Once awarded, wealth managers may purchase additional profile ad space or promotional products. The

Five Star award is not indicative of the wealth manager ’s future performance. Wealth managers may or may not use discretion in their practice and therefore may not

manage their clients’ assets. The inclusion of a wealth manager on the Five Star Wealth Manager list should not be construed as an endorsement of the wealth manager by

Five Star Professional or this publication. Working with a Five Star Wealth Manager or any wealth manager is no guarantee as to future investment success, nor is there any

guarantee that the selected wealth managers will be awarded this accomplishment by Five Star Professional in the future. For more information on the Five Star award and

the research/selection methodology, go to fivestarprofessional.com. 3,580 Boston wealth managers were considered for the award; 463 (13% of candidates) were named

2020 Five Star Wealth Managers. 2019: 3,619 considered, 566 winners; 2018: 2,819 considered, 532 winners; 2017: 2,467 considered, 623 winners; 2016: 2,530 considered, 632

winners; 2015: 3,542 considered, 801 winners; 2014: 1,707 considered, 655 winners; 2013: 2,362 considered, 713 winners; 2012: 2,591 considered, 454 winners.

*The Top 100 in Finance award is designated by the Top 100 Magazine. The Top 100 Magazine utilizes proprietary software, which employs an algorithm to search a variety of

online resources for industry-specific terms and key words. These resources include social media, blog posts, peer reviews, and Google indices. Once the software has

compiled a preliminary list of qualified candidates, the Top 100 Magazine performs a manual analysis to verify top results and make final selection. The selection criteria is

based on who are financial advisors or wealth managers, which meets the following criteria: 1. Registered with the SEC as a registered investment adviser or a registered

investment adviser representative; 2. Not more than 1 filed complaint and never been convicted of a felony. Once selected, the Top 100 Magazine sends approximately 140

invites for the magazine, where final section is on a first come first serve basis. Those selected for the Top 100 Magazine may purchase additional profile ad space or

promotional products, but do not make any initial or additional fees for the award. The Top 100 Magazine selection is not indicative of the wealth manager ’s future

performance or an endorsement by the magazine. Working with a Top 100 Magazine advisor or wealth manager is no guarantee as to future investment success, nor is there

any guarantee that the selected wealth managers will be awarded this accomplishment in the future.
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