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Here is your January newsletter. I
hope you find it helpful.

If you have any questions please
don't hesitate to ask. Feel free to call
us if you would my help in reviewing
your Estate Plan.

Happy New Year!

Jim

What motivates
entrepreneurs to
leave
high-paying jobs
and start their
own companies?
While having a
great business
idea or being
their own boss
are two reasons,

another might be a desire to make a difference
in their communities. Similarly, investors often
target companies not just because they turn
exceptional profits or post strong dividends but
also because they effect positive change in the
world.

Fortunately for these two like-minded groups,
there are now ways for socially and
environmentally conscious companies to
distinguish themselves within the for-profit
sector--by becoming a benefit corporation, a
Certified B Corporation, or both.

Benefit corporations
Regulated on a state-by-state basis, benefit
corporations are for-profit companies that
voluntarily hold themselves to different
standards of corporate purpose, accountability,
and transparency than other companies.
Specifically, according to benefitcorp.net,
directors and management:

1. Must have a corporate purpose or mission to
create a material positive impact on society
and the environment

2. Are required to consider the impact of their
decisions not only on shareholders but also
on workers, the community, and the
environment

3. Are required to make available to the public
an annual benefit report that assesses their
overall social and environmental
performance against a third-party standard¹

Becoming a benefit corporation does not affect
a company's tax status. Companies may still
elect a specific business entity (e.g., C or S
corporation). However, the benefit corporation
status may offer liability protection for corporate

leadership by providing a legal umbrella under
which they can make decisions that consider
the interests of many different stakeholders, not
just shareholders.

As of late summer 2015, 31 states had adopted
legislation establishing benefit corporations,
and five others were in progress.

Certified B Corporation
Companies may also choose to become
Certified B Corps. According to B Lab, the
nonprofit organization that provides the
certification, "B Corp is to business what Fair
Trade certification is to coffee or USDA Organic
certification is to milk." Currently, there are
more than 1,300 Certified B Corps in 41
countries and 121 different industries.²

To become a Certified B Corp, businesses
must complete three steps:

1. First, the performance requirement must be
met. Business leaders complete an online
assessment that evaluates an organization's
current impact on its stakeholders and must
score at least 80 out of a possible 200
points. The questions vary depending on
company size (based on number of
employees), sector, and location of primary
operation. Companies also take part in a
review with a B Lab staff member and
submit supporting documentation and a
completed disclosure questionnaire.

2. Next, the company must meet the legal
requirements, which depend largely on
corporate structure and state of
incorporation.

3. Finally, the leadership team signs the B
Corp Declaration of Interdependence and
Term Sheet, and pays the certification fee,
which varies depending on an organization's
annual sales.

B Corp Certification is good for two years, after
which the organization must be recertified.

For more information, visit benefitcorp.net or
bcorporation.net.

¹Delaware is an exception.

²"Cash for B Corps," Entrepreneur, September
2015
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Periodic Review of Your Estate Plan
An estate plan is a map that explains how you
want your personal and financial affairs to be
handled in the event of your incapacity or
death. It allows you to control what happens to
your property if you die or become
incapacitated. An estate plan should be
reviewed periodically.

When should you review your estate
plan?
Although there's no hard-and-fast rule about
when you should review your estate plan, the
following suggestions may be of some help:

• You should review your estate plan
immediately after a major life event

• You'll probably want to do a quick review
each year because changes in the economy
and in the tax code often occur on a yearly
basis

• You'll want to do a more thorough review
every five years

Reviewing your estate plan will alert you to any
changes that need to be addressed.

There will be times when you'll need to make
changes to your plan to ensure that it still meets
all of your goals. For example, an executor,
trustee, or guardian may die or change his or
her mind about serving in that capacity, and
you'll need to name someone else.

Events that should trigger a periodic review
include:

• There has been a change in your marital
status (many states have laws that revoke
part or all of your will if you marry or get
divorced) or that of your children or
grandchildren

• There has been an addition to your family
through birth, adoption, or marriage
(stepchildren)

• Your spouse or a family member has died,
has become ill, or is incapacitated

• Your spouse, your parents, or other family
member has become dependent on you

• There has been a substantial change in the
value of your assets or in your plans for their
use

• You have received a sizable inheritance or
gift

• Your income level or requirements have
changed

• You are retiring
• You have made (or are considering making) a

change to any part of your estate plan

Some things to review
Here are some things to consider while doing a
periodic review of your estate plan.

• Who are your family members and friends?
How do you feel about them?

• Do you have a valid will? Does it reflect your
current goals and objectives about who
receives what after you die? Does your
choice of an executor or a guardian for your
minor children remain appropriate?

• In the event you become incapacitated, do
you have a living will, durable power of
attorney for health care, or Do Not
Resuscitate order to manage medical
decisions?

• In the event you become incapacitated, do
you have a living trust, durable power of
attorney, or joint ownership to manage your
property?

• What property do you own and how is it titled
(e.g., outright or jointly with right of
survivorship)? Property owned jointly with
right of survivorship passes automatically to
the surviving owner(s) at your death.

• Have you reviewed your beneficiary
designations for your retirement plans and life
insurance policies? These types of property
pass automatically to the designated
beneficiary at your death.

• Do you have any trusts, living or
testamentary? Property held in trust passes
to beneficiaries according to the terms of the
trust.

• Do you plan to make any lifetime gifts to
family members or friends?

• Do you have any plans for charitable gifts or
bequests?

• If you own or co-own a business, have
provisions been made to transfer your
business interest? Is there a buy-sell
agreement with adequate funding? Would
lifetime gifts be appropriate?

• Do you own sufficient life insurance to meet
your needs at death? Have those needs been
evaluated?

• Have you considered the impact of gift,
estate, generation-skipping, and income
taxes, both federal and state?

This is just a brief overview of some ideas for a
periodic review of your estate plan. Each
person's situation is unique. An estate planning
attorney may be able to assist you with this
process.

An estate plan should be
reviewed periodically,
especially after a major life
event. Here are some ideas
about when to review your
estate plan and some things
to review when you do.
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Estate Planning Strategies in a Low-Interest-Rate Environment
The federal government requires the use of
certain published interest rates to value various
items used in estate planning, such as an
income, annuity, or remainder interest in a trust.
The government also specifies interest rates
that a taxpayer may be deemed to use in
connection with certain installment sales or
intra-family loans. These rates are currently at
or near historic lows, presenting several estate
planning opportunities.

Low interest rates favor certain estate planning
strategies over others. For example, low
interest rates are generally beneficial for a
grantor retained annuity trust (GRAT), a
charitable lead annuity trust (CLAT), an
installment sale, and a low-interest loan. On the
other hand, low interest rates generally have a
detrimental effect on a qualified personal
residence trust (QPRT) and a charitable gift
annuity. But interest rates have little or no effect
on a charitable remainder unitrust (CRUT).

Grantor retained annuity trust (GRAT)
In a GRAT, you transfer property to a trust, but
retain a right to annuity payments for a term of
years. After the trust term ends, the remaining
trust property passes to your designated
beneficiaries, such as family members. The
value of the gift of the remainder interest is
discounted for gift tax purposes to reflect that it
will be received in the future. Also, if you
survive the trust term, the trust property is not
included in your gross estate for estate tax
purposes. If the rate of appreciation is greater
than the IRS interest rate, a higher value of
trust assets escapes gift and estate taxation.
Consequently, the lower the IRS interest rate,
the more effective this technique can be.

Charitable lead annuity trust (CLAT)
In a CLAT, you transfer property to a trust,
giving a charity the right to annuity payments
for a term of years. After the trust term ends,
the remaining trust property passes to your
designated beneficiaries, such as family
members. This trust is similar to a GRAT,
except that you get a gift tax charitable
deduction. Also, if the CLAT is structured so
that you are taxed on trust income, you receive
an up-front income tax charitable deduction for
the gift of the annuity interest. Like with a
GRAT, the lower the IRS interest rate, the more
effective this technique can be.

Installment sale
If you enter into an installment sale with family
members, you can generally defer the taxation
of any gain on the property sold until the
installment payments are received. However, if
the family member resells the property within

two years of your installment sale, any deferred
gain will generally be accelerated. The two-year
limit does not apply to stocks that are sold on
an established securities market.

You are generally required to charge an
adequate interest rate (based on IRS published
rates) in return for the opportunity to pay in
installments, or interest will be deemed to be
charged for income tax and gift tax purposes.
However, with the current low interest rates,
your family members can pay for the property in
installments while paying only a minimal
interest cost for the benefit of doing so.

Low-interest loan
A low-interest loan to family members might
also be a useful strategy. You are generally
required to charge an adequate interest rate on
the loan for the use of the money, or interest
will be deemed to be charged for income tax
and gift tax purposes. However, with the current
low interest rates, you can provide loans at a
very low rate, and family members can
effectively keep any earnings in excess of the
interest they are required to pay you.

Effect of low rates on other strategies
• Charitable remainder unitrust: You transfer

property to a trust, retaining a stream of
payments for life or a number of years, after
which the remainder passes to charity. You
receive a current charitable deduction for the
gift of the remainder interest. Interest rates
have no effect if payments are made annually
at the beginning of each year, and low
interest rates have only a minimal detrimental
effect if payments are made in any other way.

• Qualified personal residence trust: You
transfer your personal residence to a trust,
retaining the right to live in the home for a
period of years, after which the residence
passes to your designated beneficiaries, such
as family members. The value of the gift of
the remainder interest is discounted for gift
tax purposes to reflect that it will be received
in the future. The lower the IRS interest rate,
the less effective this technique can be.

• Charitable gift annuity: You transfer
property to a charity in return for the charity's
promise to make annuity payments for your
life (or for the lifetimes of you and your
spouse). You receive a current charitable
deduction for the gift of the remainder
interest. The lower the interest rate, the lower
the amount of your charitable deduction.
Also, charities have generally been forced to
reduce payout rates offered because of
economic uncertainties and the
low-interest-rate environment.

Low interest rates favor
certain estate planning
strategies over others, and
the interest rates used by
the IRS are at or near
historic lows.

There may be costs and
expenses associated with
any of these strategies.
Also, payments from these
strategies are not
guaranteed.
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My employer now offers wellness benefits as part of its
employee benefits package. But what are they?
It's no surprise that your
company has started offering
wellness benefits, since many
employers are already offering

these types of programs as part of an overall
employee benefits package. According to the
Society for Human Resource Management
(SHRM), in 2015, 80% of organizations
provided wellness resources and information,
and 70% of organizations offered some type of
wellness program to their employees. (Source:
2015 Employee Benefits, Society for Human
Resource Management, 2015)

When it comes to running a business, wellness
benefits are definitely a win-win for most
employers. Not only do they potentially reduce
health-care costs by promoting healthier living,
but they may also boost employee productivity
and morale. The types of wellness programs
vary among employers, but they typically cover
a variety of healthy living issues, such as:

• Smoking cessation
• Exercise/physical fitness
• Weight loss

• Nutritional education
• Health screenings

More recent additions to the wellness benefits
arena include fitness/activity tracking, credit for
registering and participating in
marathons/races, and company-sponsored
seasonal weight-loss challenges.

For employees, wellness benefits not only can
help them adopt and live a healthier lifestyle,
but can also provide them with financial
benefits. Currently, employers that offer
wellness programs are allowed to offer
incentives to employees of up to 30% of the
cost of their health-care premium (up to 50% for
smoking cessation). These incentives are
usually in the form of premium discounts and/or
cash rewards.

It's important to note that with certain types of
wellness incentives, such as cash bonuses or
gift certificates, the value of the reward may be
treated as taxable wages. As a result, it may be
subject to payroll taxes.

What is a phased retirement?
In its broadest sense, a
phased retirement is a gradual
change in your work patterns
as you head into retirement.
Specifically, a phased

retirement usually refers to an arrangement that
allows employees who have reached retirement
age to continue working for the same employer
with a reduced work schedule or workload.

A phased retirement has advantages for both
employees and employers. Employees benefit
from the opportunity to continue active
employment at a level that allows greater
flexibility and time away from work, smoothing
the transition from full-time employment to
retirement. And employers benefit by retaining
the services of experienced workers.

There may be other advantages attributable to
a phased retirement. When you work during
retirement, your earnings can be applied toward
living expenses, allowing you to spend less of
your retirement savings and giving them a
chance to potentially grow for future use. You
may also elect to work for personal
fulfillment--to stay mentally and physically
active and to enjoy the social benefits of
continuing to work with the same co-workers.

Not all employers offer a phased retirement
option, but if it's available, you may want to
consider whether you'll still have access to
affordable health care during this period,
especially if you aren't old enough to qualify for
Medicare. Also, some employer-sponsored
pension benefit formulas may place a higher
weighting on earnings during the final years of
employment. If you're lucky enough to have an
employer-sponsored pension plan, will working
a reduced schedule with presumably reduced
pay negatively affect your pension benefit?
Some employers offer life insurance to their
full-time employees. However, this benefit
might be reduced or eliminated if you work
fewer hours, which can affect your dependents
at your death.

Will a phased retirement affect your Social
Security retirement benefit? The Social Security
website, socialsecurity.gov, provides some
calculators that can help you determine the
impact a phased retirement may have on your
benefits.

Before enrolling in a phased retirement
program, consider its impact on your entire
financial picture.

Page 4 of 4

http://www.socialsecurity.gov/retire/estimator.html

