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Hypothetical Case Study
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Hypothetical Background Facts

Clients: Mr. and Mrs. Mike and Carol Brady have been medrfor 20 years. This is a second
marriage for each of them. They have no childrfeth@r marriage, but each of them have three
adult children from a prior marriage. Mike is 7€ays old and Carol is 62. Carol is a retired
schoolteacher. She retired two years ago. Tlsame premarital agreement.

Mike’s Children: Greg, Peter and Bobby*. (Mike also 3 grandateitd)

*It is important to note that Bobby is a recoveraigoholic and drug addict. He has been clean
and sober for 14 months.

Carol’s Children: Marcia, Jan** and Cindy. (Carol also has 2 gi@nldren.)

**Jan is in the middle of a messy divorce from hasband of 8 years and she is currently
unemployed and living with Mike and Carol. Jan bas child (8 years old).

Family Business Mike owns a successful surfboard manufacturugjriess that he started
approximately five years prior to his marriage tar@, which has been operating as a sole
proprietorship. Although Mike is still involved the business, his recent health setbacks (which
are discussed in more detail below) have forcedtbiout back his work hours substantially.

Two of the children, Greg and Marcia, have beerkimgrin the business for ten years and have
been managing the day-to-day affairs of the compaMike’s absence. Their contributions are

a big reason for the company’s success. Noneeobtier children work in the family business.

Current Estate Plan: 1991 Revocable Living Trust & Pour-Over Willsufable Powers of
Attorney for Financial Affairs; Powers of Attornéyr Health Care & Living Will. The Trust is
an AB Trust that provides for division of the trestate into a Survivor’'s Trust and an
Exemption Trust pursuant to a funding formula faliog the death of the first spouse, at which
time the Exemption Trust becomes irrevocable. Jurgiving settlor becomes the sole trustee.
The Trust provides for an equal division of thestrestate among the settlors’ six children, with
a deceased child’s share passing to his or headrehilby right of representation. The Trust also
provides for outright distribution to the childrand the creation of a separate share trust for any
share passing to a grandchild or other issue, diditretionary distributions for health, support,
maintenance or education, and then terminatioroataght distribution of the trust when the
grandchild reaches the age of 21. Greg is desidra the first successor trustee and Marcia is
the second successor trustee. The estate plaretiasbeen reviewed or amended.



Assets of Mike and Carol

Description Title/Ownership EMV
1. Cash (Checking, Saving, CDs) *See Note S,

*Most of the bank accounts are titled jointly beemeMike and Carol; however, at least one
account is titled jointly between Mike and Greg ambther account is titled jointly between
Carol and Marcia.

2. Brokerage Accounts**
(Stocks, Mutual Funds & Securities) Livingust $1 million
(Basis of $500K)
**More than 35% of Mike and Carol’s stock portfolemnsists of stocks in Getty Oil.

3. Real Estate:

Personal Residence Living Trust $1.7 million
Belmont Heights (No debt)
(Basis of $700K)
Commercial Property Mike and Carol (JT) $790,0
(Business leases from (Debt @)
Mike and Carol) (Basis of $300K)
Vacation Home Living Trust $500,000
Big Bear (No Debt)
(Refinanced 5 years ago (Basis of $150K)
but since paid off loan)
8 Unit Apt. Bldg. Unknown to Client $1.0 million
Long Beach (No debt)
(Basis of $450K)
4. Family Business Sole Proprietorship*** $&@lion
(Basis of $250K)

** No title evidencing ownership, but Mike filedFctitious Business Name Statement 15 years

ago: “Mike Brady doing business as Johnny Bravdif®ards.” Business bank accounts are
titled in the name of the business.

5. Retirement Accounts Beneficiaries Balance
Mike's IRA - Carol $950,000
29 None
Carol's IRA $'— Carol's Children $450,000
29 _ Mike
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6. Life Insurance

Company Owner Insured Beneficiary Cash Value Death Benefit
NY Life Mike & Carol Mike T Carol $50,000 $500,000
2" Children  (Whole)
MetLife Mike & Carol Carol it Mike None $350,000
2 Children (Term)
NET VALUE - $10.1 million
Plus Life Ins. 850,000
$10,950,000

Additional Facts to Be Added to Discussion at Meder's Discretion

1. Same basic facts as set forth in the origigpbthetical above, except that you receive the
initial phone call from Greg with concerns that father is getting more and more “forgetful”

and making questionable decisions at work. Heelies that his father may have the onset of
Alzheimer’s disease or dementia. He is also comezkthat his sister Jan, who is going through a
divorce and temporarily lives with Mike and Cairisltaking advantage of Mike’'s weakened
mental state and unduly influencing Mike to give sigbstantial sums of money.

2. Same basic facts as set forth in the origigpbthetical above, except that Mike and Carol
are in their mid to late 80s. You receive the atiphone call from Jan, who has been living with
and caring for Mike and Carol for about 8 yearan tells you that Mike and Carol want to
“change their will” to leave the house to Jan. t#dis you that although Mike and Carol are only
in fair health, they are still capable of makingitrown decisions. Neither Mike nor Carol can
drive, so Jan will bring them to the meeting.

3. Same basic facts as set forth in the origigpbthetical above, except that during your initial
consultation with Mike and Carol, they tell you tiizey have some charitable intentions, but
they don’t know whether it would be “better” to neatnajor charitable contributions now (i.e.,
during their lifetimes) or at their deaths. Thésoavant to know whether it would be better to
gift specific assets to the charities or make tresjuests.

4. Same basic facts as set forth in the origigpbthetical above, except that Greg calls a
geriatric care manager to set up a meeting witheMikd Carol, who are in their mid to late 80s
and living on their own, because he is concernatitike can no longer adequately care for
himself and Carol is no longer capable of providimg care he needs. Upon visiting Mike and
Carol, the geriatric care manager sees some ewed#rwarding and, after talking with Carol,
suspects that Bobby is taking advantage of Mike@aal! (financially) in order to feed his drug
habit.



