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Understanding the Estate Planning Process

It is natural for many people to put off planning their estates. After all, no one wants to anticipate his or her own

death. In addition, many people may believe that only the wealthy require estate planning or that all that is

involved is tax planning, which can be done “later.” They may well be wrong on both counts.

Your level of wealth and the ultimate tax consequences of your estate become secondary to the planning and

care of your family and other heirs.

position as of today and helping you analyze your family’s needs for the future . Does a family member have

special needs or require medical attention? How much will an education cost when your children reach college

age? How will your family’s overall cost-of-living requirements change? How will estate taxes affect your assets

as they are currently held? The answers to these questions can help you develop an estate plan that will

adequately provide for your family’s needs.

What Information Should Be Gathered?

A well-structured estate plan is invaluable. Through it you can control the distribution of your assets and

possessions, as well as name guardians for your children or plan care for other dependents. While the estate

planning process can raise some difficult emotional and personal issues, your heirs will be glad you did it, and

you will know that your wishes are assured.

A thorough estate analysis requires gathering any and all materials involving current or future income, property

ownership, insurance, and legal arrangements already in place. This includes records of the following:

Current income from employment and all investments

Any expected deferred compensation

How to Begin?

Your first step should be to assemble a competent, professional estate planning team. Your attorney, financial

service professional, insurance agent, bank trust officer, and/or accountant are all possible members of your

team, depending on the size and complexity of your estate.
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All retirement benefits, from Social Security (including survivors’ benefits), IRAs, pensions, and profit-

sharing plans

Investment documents, certificates, passbooks, etc.

Deeds to primary and vacation residences

Personal property

Life insurance policies of which you are the owner, the insured, or the beneficiary

Trust agreements, if any

They can help you complete an analysis of your current estate by looking at your financial

Your will, if you have one

Current and expected debts and obligations, including mortgage and loan balances, real estate

liens, taxes payable, consumer debts, and estimates of funeral costs and estate settlement expenses

Once assembled, a complete analysis can begin, giving you the basis for a solid estate plan.

Steps to Estate Preservation

If you begin planning in a timely fashion, there are clear, legitimate methods that allow you to take steps to

preserve your estate and minimize estate taxation while satisfying both the Internal Revenue Service (IRS) and

the courts. You will also save your heirs needless effort and expense. Consider the following steps:

� Use Your Applicable Exclusion Amount to the Fullest. Current law, as revised by the Economic Growth and

Tax Relief Reconciliation Act of 2001 (EGTRRA) , allows for the exclusion of up to $2,000,000 in estate assets

from taxation per person in 2007. When used properly in an estate plan, the applicable exclusion amount can

help protect many estates from all estate taxation. EGTRRA increases the applicable exclusion amount

incrementally, until it reaches $3.5 million in the year 2009 and its eventual repeal in 2010. EGTRRA is

scheduled to “sunset” on December 31, 2010, unless Congress takes action.

Plan a Gifting Program. Further tax shielding is gained through use of the

annual $12,000 gift exclusion, which is indexed annually for inflation. This allows gifting (in the year 2007) of up

to $12,000 each, to any number of donees annually without payment of gift tax. (When a spouse is involved in

the gifting program, the annual exclusion will increase up to $24,000 per donee, indexed for inflation.)

Provision must be made for the immediate use of the gift by the donee; gifts of future interest will not qualify.

Professional assistance and careful structuring of your gifting program are, therefore, essential.

Draft a Will. A will is a formal, legal document instructing your survivors in the settlement of your estate.

It is crucial to the success of an estate plan that your will be properly written by a qualified, experienced
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legal professional and witnessed simultaneously by two parties.

Establish Trusts. Utilizing trusts can be an excellent method of accomplishing longterm estate planning

goals. Trusts, while seemingly complex, are simply very powerful tools designed to help individuals

handle a variety of family and tax-related problems.

Plan Your Charitable Bequests. The value of all property transferred for “charitable” or “public”

purposes is deductible, with certain limitations, when determining valuation of an estate for tax purposes.

Utilize Life Insurance to Its Fullest Advantage. Life insurance can fulfill two

important functions in your estate planning. First and foremost, it can provide for the immediate cash needs of

your spouse or other beneficiaries. Second, and of equal importance, the use of an irrevocable life insurance

trust (ILIT) can prevent inclusion of your life insurance proceeds in your estate and help your executor pay

your estate tax bill without having to sell estate assets.

Title Assets Properly. The simplest and least expensive estate planning technique for married couples is

to take title to assets as “joint tenants.” This will exclude assets from probate and may eventually save

legal costs.

[ Note : Residents of community property states should remember that all income and assets acquired by a

married couple living in those states, except for individual gifts and inheritances, are considered community

property, half of which is included in each spouse’s estate valuation.]

Always Remember: You Can’t Take It With You

The careful planning of an estate requires a great deal of expertise. If you surround yourself with a professional,

supportive team as you begin the process, work through its many stages and adjust your plans over time, you

assure yourself—and those you love—that the future will be secure for all.
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Five Star Wealth Manager* · Top 100 in Finance Magazine*

O F F I C E (617) 863-2147

M O B I L E (781) 552-9475

E M A I L litchfieldfinancialgroup@claroadvisors.com

W E B www.litchfieldfinancialgroup.com

A D D R E S S 100 High Street, Suite 950, Boston, MA 02110

Claro Advisors, LLC D/B/A Litchfield Financial, LLC

*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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