
 SEQ CHAPTER \h \r 1Bost estate planning
Mock Exam 1-5b
Name                                    roll#       
Double check your answers and record them carefully.   For the annual exclusion use: $10,000 for pre-2002; $11,000 for 2002 - 2005; $12,000 for 2006-2008.

.
Persons with a “legal interest” in property include:

	1.
	a tenant in common vis-à-vis land
	3.
	the trustee of a funded trust
	

	2.
	an income beneficiary of a funded trust
	4.
	the settlor of a funded trust
	


 SEQ CHAPTER \h \r 1
	a.
	(1), (2), and (4) only are correct.
	d.
	(4) only is correct.

	b.
	(2) and (4) only are correct.
	e.
	All are correct.

	c.
	(1) and (3) only are correct.
	
	



.
Which of the following statements regarding probate are true?

	1.
	probate originally meant proving a will
	3.
	joint tenancy property avoids probate
	

	2.
	probate is a process by which a
	4.
	a will neither causes or avoids
	

	
	  decedent’s property is transferred
	
	 probate
	


 SEQ CHAPTER \h \r 1
	a.
	(1), (2), and (4) only are correct.
	d.
	(4) only is correct.

	b.
	(2) and (4) only are correct.
	e.
	All are correct.

	c.
	(1) and (3) only are correct.
	
	



.
Joint tenancy and tenancy by the entirety have which of the following characteristics in common?

	1.
	considered a common law form of title
	3.
	only married couples hold this way
	

	2.
	there is a right of survivorship
	4.
	 interests must be equal
	


 SEQ CHAPTER \h \r 1
	a.
	(1), (2), and (4) only are correct.
	d.
	(4) only is correct.

	b.
	(2) and (4) only are correct.
	e.
	All are correct.

	c.
	(1) and (3) only are correct.
	
	



.
Community property and tenancy in common have which of these characteristics in common?

	1.
	interests must be equal
	3.
	only married couples hold this way
	

	2.
	there is a right of survivorship
	4.
	considered a common law form of title
	


 SEQ CHAPTER \h \r 1
	a.
	(1), (2), and (4) only are correct.
	d.
	(4) only is correct.

	b.
	(2) and (4) only are correct.
	e.
	None apply to both.

	c.
	(1) and (3) only are correct.
	
	


Facts for 5 - 7:  Estelle died January 15, 2007.  Her will was properly executed.  The first four Articles read as follows:
	Artice1: My name is Estelle Cortez. This is my last will and testament, revoking all prior wills and codicils.

Article 2:  I have two children living: Francisco Cortez who has two minor children, Joel and Renee; and Gabriella Martel who has three minor children, Sam, Melissa, and Tony.  I have one deceased child named Oscar who left one child: Oscar, Jr., who is also a minor.

Article 3: (a) I leave my guitar with the mother of pearl inlay to Francisco.  (b) I leave $10,000 to each of my grandchildren with the hope that it will be put toward their college educations.

Article 4:  I leave the rest of my estate to my issue, per capita at each generation.


Estelle left the following property:
	Asset
	Title
	FMV DOD 

	Home
	Estelle’s name
	$200,000

	checking account
	joint with Francisco (was Estelle’s $)
	$8,000

	savings account #1
	“Estelle Cortez in trust for Gabriella Martel”
	$30,000

	savings account #2
	Estelle’s name
	$50,000

	$120,000 life insurance policy (acquired 4 years ago)
	Estelle owned the policy, her three children were named beneficiaries, cash surrender value was $45,000
	$120,000

	3,600 shares XYZ stock
	Estelle’s name 
	$360,000

	
	total
	$768,000



.
What is the value of Estelle’s probate estate?

	a.
	$560,000
	b.
	$610,000
	c.
	$640,000
	d.
	$768,000



.
Regarding Estelle’s will and estate plan, which of the following are true statements?

	1.
	Article 3 (a) is a pecuniary gift
	3.
	Gabriella is entitled to 1/3 of the checking account
	

	2.
	Article 4 is a residuary clause
	4.
	There will be a guardian appointed for
	

	
	
	
	Oscar, Jr., even if he lives with his mother.
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	a.
	(1), (2), and (4) only are correct.
	d.
	(4) only is correct.

	b.
	(2) and (4) only are correct.
	e.
	All are correct.

	c.
	(1) and (3) only are correct.
	
	



.
The reason Gabriella would want a disclaimer to be “tax effective” is:

	a.
	so her children can have the stock
	c.
	she won’t have made a gift
	

	b.
	so the transfer of the stock won’t be treated
	d.
	to increase the children’s basis 
	

	
	as taxable income to her children
	
	in the stock
	



.
Which of the following are tangible personal property?

	
	
	
	
	

	1.
	100 shares of General Motors stock
	3.
	one’s home
	

	2.
	a chose in action (i.e., a claim for money owed)
	4.
	a golf ball
	


 SEQ CHAPTER \h \r 1
	a.
	(1), (2), and (4) only are correct.
	d.
	(4) only is correct.

	b.
	(2) and (4) only are correct.
	e.
	All are correct.

	c.
	(1) and (3) only are correct.
	
	



.
A testamentary trust and a living trust have the following in common, both

	
	
	
	
	

	1.
	use a pourover will
	3.
	are funded by the probate process
	

	2.
	can provide long term asset management
	4.
	can reduce estate taxes
	


 SEQ CHAPTER \h \r 1
	a.
	(1), (2), and (4) only are correct.
	d.
	(4) only is correct.

	b.
	(2) and (4) only are correct.
	e.
	All are correct.

	c.
	(1) and (3) only are correct.
	
	



.
The document that evidences a company’s promise to make the estate “whole” if the personal representative embezzles estate assets is called a:

	a.
	flower bond
	c.
	letter of assurance
	

	b.
	fiduciary bond
	d.
	letter of obligation
	



. Which statements are true regarding funded revocable living trusts?

	1.
	the settlor cannot serve as trustee
	3.
	funding usually results in a taxable gift
	

	2.
	probate is avoided
	4.
	title is held by the trustee rather than by the trust
	


 SEQ CHAPTER \h \r 1
	a.
	(1), (2), and (4) only are correct.
	d.
	(4) only is correct.

	b.
	(2) and (4) only are correct.
	e.
	All are correct.

	c.
	(1) and (3) only are correct.
	
	



.
In most UPC states divorce has the following effect on an estate plan, it cancels (assume for joint tenancy that just the ex-spouses are on title):
	1.
	ex-spouse as life insurance beneficiary
	3.
	both spouses’ existing wills
	

	2.
	a joint tenancy’s right of survivorship
	4.
	the ex-spouse’s interest in a will
	


 SEQ CHAPTER \h \r 1
	a.
	(1), (2), and (4) only are correct.
	d.
	(4) only is correct.

	b.
	(2) and (4) only are correct.
	e.
	All are correct.

	c.
	(1) and (3) only are correct.
	
	



.
Donny’s estate was worth $3,350,000 when he died in 2007.  The debts and expenses were $56,000.  He left $1,250,000 to his wife and the balance to his five children by a prior marriage.  Calculate the estate tax.

	
	
	
	
	
	
	
	

	a.
	$19,800
	b.
	$582,300
	c.
	$800,600
	d.
	$0  


Facts for 14 - 16:  In 2005, Grady gave Burl land worth $852,000 and Joyce ABC stock worth $943,000.  In 2007, she gave Randy MOP stock worth $990,000.


.
Her adjusted taxable gifts in 2005 and 2007, respectively, are:

	a.
	$1,773,000
	&
	$979,000
	c.
	$1,773,000
	&
	$978,000

	b.
	$1,784,000
	&
	$978,000
	d.
	$1,784,000
	&
	$979,000



.
For 2005, his tentative tax and tax paid, respectively, are:

	a.
	$686,300
	&
	$337,800
	c.
	$686,300
	&
	$127,800

	b.
	$678,650
	&
	$122,850
	d.
	$678,650
	&
	$332,850



.
Her gift tax paid in 2007 is:

	a.
	$440,100
	b.
	$0

	c.
	$447,550
	d.
	$455,340



.
Florie died in 2005 leaving an estate before deductions of $3,000,000 to her two children.  The debts and expenses were $420,000. She had made no taxable gifts. The estate tax is:
	a.
	$487,260
	b.
	$384,260
	c.
	$497,600
	d.
	$1,043,060



.
In 2003, Alicia made a gift of MOP stock worth $1,420,000 to Jai and land worth $440,000 to Francois.  She paid gift taxes of $362,100.  When Alicia died in 2007 her estate was worth $14,700,000.  The debts and expenses were $753,000 and the estate paid an inheritance tax of $1,698,320.  Taking the prior gifts and the inheritance tax into account, calculate the estate tax.

	a.
	$5,376,150
	b.
	$5,076,906
	c.
	$5,841,150
	d.
	$6,156,950



. Which of the following are considered benefits of the probate process?


1.
the speed of transfer


2.
considerable privacy in the process


3.
the courts direct and constant control over the executor’s conduct


4.
the shortened creditors’ claim period

	a.
	only (1), (2), and (3) are benefits. 
	d.
	only (4) is a benefit.

	b.
	only (2) and (4) are benefits.
	e.
	All are benefits.

	c.
	only (1) and (3) are benefits.
	
	



. Which of the following creditors are likely to collect some or all of their claim even though they did not file a creditor’s claim before the claim period ran out?


1.
First National holds a mortgage on the decedents home.


2.
A friend who had lent the decedent $5,000 but neither saw the notice in the newspaper nor heard about the death until after the creditor’s claim period had expired.  There was no promissory note but the friend had a canceled check marked on the memo line “personal loan.”


3.
A medical malpractice claim that was sent to the decedent’s malpractice insurance carrier instead of to the executor.


4.
A department store whose billing department received a notice (with a claim form) from the executor but did not know how to handle creditors’ claims so it was turned over to a collection agency that filed the claim a month late.

	a.
	only (1), (2), and (3) collect.
	d.
	only (4) collects.

	b.
	only (2) and (4) collect.
	e.
	All collect.

	c.
	only (1) and (3) collect.
	
	


Solutions

�.  c	1 & 3) both have legal title; 2 & 4) these people don’t have legal title


�.  e	all are true.  1) original meaning; 2) modern meaning; 3) yep, right of survivorship (also called “by operation of law”); 4) and either the will or intestate succession laws will operate as the guide, but the will won’t cause probate.


�.  a	1) equal: j.t. may have many owners but all have equal undivided shares, by the entire is equal; 2) right of survivorship (by operation of law, i.e., because this is a characteristic of this form of holding title) for both; 3) no, j.t. is not; tenancy by the entirety is; 4) yes, from the English common law


�.  e	none: 1) only c.p.; 2) neither have a rt of survivorship; 3) c.p. is marital but tenants in common is not; 4) tenancy in common is from the English common law but c.p. is not


�.  b	b = home, savings acct #2, XYZ shares; all the other assets have some other mechanism of transfer.  Checking = joint tenancy; sav #1 = Totten trust; insurance = contractual


�.  b	2 and 4) residuary, meaning all else..., a guardian of the estate because Oscar, Jr., is a minor. 1) pecuniary means $$, this is a specific bequest; 3) the checking is in joint tenancy, rt of survivorship--->Francisco


�.  c	tax effective means that the disclaimant does not get treated as though a donor


�.  d	1 & 2) no, both are intangible personal property; 3) no, the home is tangible real property


�.  b	2 & 4) both can last a long time, accomplish the same goals.  The main difference is how they are funded.  1 & 3) only the living trust needs a pourover will since the testamentary trust is a will that incorporates a trust no additional will is needed.  the pourover will is there in case assets are left out of the trust or for the purpose of nominating guardians.  The testamentary trust is funded by the probate process.  Unless some things are inadvertently left out of the living trust there is no need for a probate.


�.  b	the bonding company can then go after the executor.  Subrogation.


�.  b	2 & 4) yes, funded living trusts have the title in the name of the trustee, since the position of trustee is considered just that a position, even a successor trustee can transfer title without going into probate court; 1 & 3)  the settlor can serve (usually does) as trustee and there is no gift since the trust is revocable.


�.  a	1, 2, & 4 are correct statements of UPC law.  3)  doesn’t really cancel their existing will as much as cancels the ex-spouse’s interest.  The rest of the will is generally still valid, it is as if the other spouse had predeceased.  1)  The ex-spouse designation as an insurance beneficiary is automatically terminated but one should still make the change with the company to avoid having them honor a claim filed by the ex-spouse. 2) joint tenancy and tenants by the entire turn into tenants in common. 4) The ex-spouse’s interest in a will is terminated, likewise the interest in a trust created by the decedent.


�.  a	The taxable estate is $2,044,000 (GE less $56,000 D/E and $1,250,000 MD); tentative tax of $800,600 less unified credit of $780,800 equals $19,800.


�.  c	Remember to subtract each donee’s annual exclusion, $22,000 for 2005 and $12,000 for 2006.


�. d	tentative tax on the $1,773,000 is $678,650; less the unified credit of $345,800 equals $332,850.


�.  a	Tentative tax on the total taxable gifts (i.e., $2,451,000) is $1,187,750, less tentative tax on the prior taxable gifts (i.e., subtract $678,650) equals $440,100.  Unified credit was already used up on the '05 gift.  Because the prior gift did not exceed $2 million, we do not need to recalculate the tentative tax on the prior gifts. 





�.  c	use ETAX program to verify the result, note that one does NOT subtract $1,500,000 but instead uses a unified credit ($555,800)


�.  b	The gross estate is $14,700,000; less the deductions ($753,000 + $1,698,320) gives a taxable estate of $12,248,680.  Add the adjusted taxable gifts of $1,838,000 to get a tax base of $14,086,680.  The tentative tax on that is $6,219,806, less the gift tax payable credit of 362,100 and the unified credit (780,800) results in an estate tax of $5,076,906.


�.  d	4) only the creditors’ claim period is touted as a benefit. 1, 2, 3) respectively, it is slow, it public, and the court supervision is lax unless someone makes the conduct of the executor an issue.


�.  c	1) because it is a secured creditor; 3) most states make an exception where the claim is covered by insurance but only to the extent the insurance pays the claim (the rest of the decedent’s estate will be protected); 2) the friend appears to be a creditor not easily found therefore his claim will be covered by the constructive notice in the newspapers; 4) since the store received actual notice from the executor, it had to get its claim in on time or lose it.










