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General Disclaimer

z The information and/or the materials provided as part of this

program are intended and provided solely for informational and
educational purposes. None of the information and/or materials
provided as part of this power point or ancillary materials are
Intended to be, nor should they be construed to be the basis of
any investment, legal, tax or other professional advice. Under
no circumstances should the audio, power point or other
materials be considered to be, or used as independent legal,
tax, investment or other professional advice. The discussions
are general in nature and not person specific. Laws vary by
state and are subject to constant change. Economic
developments could dramatically alter the illustrations or
recommendations offered in the program or materials.



ATTACKINGANCERROMEVERANGLE

We are

Activists

Convening relentless partners
for awareness and impact

ACS CAN
Cancer Control Roundtables
Coaches vs. Cancer
CEOs Against Cancer
Corporate partnerships
Health Systems partnerships

We build
Communities

United to fight cancer with
access to treatment and compassion

Hope Lodge
Road To Recovery
CHANGE Grants
Relay For Life and Making Strides
Galas and golf events

® ®

American
Cancer
Society*

© ®

We deliver

Breakthroughs

Investing in innovative research to
develop game-changing approaches

Extramural research grants
Cancer Prevention Studies
ACS journals and publications
Behavioral Research Center
ACS BrightEdge Ventures

We provide
Direction

A passionate ally, empowering people
with information & answers

NCIC
Patient Navigation Program
cancer.org

Cancer screening guidelines
Health professional and patient education

Representative examples but not a complete list of progroms ond services
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Important Needs For The Successful Physician Family

1. Needto savemoneyfor retirement.

1. Needto haveincomeexceedingexpenses.

2. Needto investwiselyandcontrol costs.

3. Needto haveagoalandrealisticexpectationsandfollow through.
2. Needto havesufficientlife insuranceandthe right kind.
3. Needto havesufficientmalpracticeandliability insurances.
4. Needto haveassetsownedin a waythat they areimmunefrom creditors.
5. Needto havemedicalpracticecoordinatedto protect practiceassetsdrom creditors.
6. Needto haveproperlydrafted trust and estateplanningdocumentation.
7. Needto protectinheritances.
8. Needto maketime to do the above.
9. Needto enjoyprofessionakareer.
10. Needto getalongwell with a significantother, if applicable.

11. Needto havea goodCPA.

12. Needto havea goodlawyer.




Introduction To The Rest Of Your Life

MAKINGTHEMOSTOFYOURNITIALOPPORTUNITIES

Youcanhavea fantasticfuture. We cantalk aboutthat, but alsoabout makingsurethat you do not makecriticalerrors
that would bring your financialfuture into devastation.

Thetime valueof moneyand savingsare amazinghings. Startsavingassoonasyou can.Putyour net worth highon
the list of scorecardgor the sakeof mental security,family welfare and future enjoyment.

Overtime bankswill loanyou more moneythan you canrepay,andare only concernedabout whetheryou canrepay
them, and not whetheryou will then haveenoughmoneyleft overto sendyour childrento collegeandretire
comfortably.Banksmakemoneyon interestthey charge not relationships.

Donot spendtoo muchmoneyon a house,or the expenseghat comewith it. Timesharesyacationhomes,andgreat
real estatedealsare all thingsnot to rely upon. Theappreciationin valuemaynot compensateyou for real estatetaxes,
insurancesmaintenance utilities, andtravel expensego enjoya property that you maygettired of.

Numbersdo not lie, but someof the peoplewho usethem do, and othersare completelymisledby their own
industries.Becareful.Not everyoneis workingin your bestinterests.

Useateam of advisorswho areindependentof eachother, who sincerelycareabout you,andwho will debatehonestly
in order to educateyou. Keepthe bad applesout of your picnicbasketof advisors.

Protectyour assetdrom Creditors,and not just malpracticecreditors.Cardriving,buildingownershipand signingnotes
with bankscanalsobe treacherous.

Understandhow the corporatelawswork to limit your liability, and possiblyhavechargingorder protection.




Introduction To The Rest Of Your Life

Noise and distraction from the above:

HereliesJohnSmith Hediedwith nothingandleft hisfamily destitute, but had greattoys
alongthe way— sorryfamily.

Gamblingaddictioncoupledwith egostrokingcanenableentrepreneursto usedoctor money
to build companieghat canfail miserably.

Investingin real estate beyondyour home, your office building,and medicalrelated business
that you know canpayrent becomegisky.

Loansto family meansgifts to family, and it worksthat waywith friendsand pseudofriends.
Who areyoureally helping?

Divorcecanwreckyour financialworld. A badrelationshipcanwreckyour personalworld. If
your spouseis not your bestfriend somethingis wrong.

Onthe other hand,your childrenare not your friends. Yourjob isto makethem selfreliant,
hard working,confident,but appreciativeand self supporting adults!f youfail, then you will
havedependentsfor life, whichis very expensiveboth from a psychologicaandfinancial
standpoint.

Goodnews:Thereare simplestepsto personalsuccessForexample not muchhaschangedsince
BenjaminFranklinwrote hisautobiographylf you havenot readthe biographyof Benjamin
Franklinby Walter Isaacsonstart this week. It coversjust about everythingmentionedin this
outline.




Introduction To The Rest Of Your Life

Usetrusts asan appropriateestate planningmechanismand on rare occasiomasan assetprotection
mechanismMost estate plansfor doctorsare not done correctly.Usea well qualifiedlawyerfor this
that is not financiallylinkedto aninvestmentsalesorganizationor arrangement.Thegoalshouldbe to
helpyouandnot sellnew products.Thisincludesfamily members.

Cultivate,maintain,andimprove on annualand quarterly balancedife goals:
Yourhealth comesfirst. Thisgoalwill not detractfrom anyothers.

Thehealthandwell beingof your lovedonescomessecond.Thisincludesmental health for youand
others.

Yourcareercomesthird, but that will be the brightestandloudeststimulusfor most of your waking
hours.If youdo not loveit, changeit or changehow youlook at it.

Savingor retirement comesnext. It shouldbe automaticandtherefore effortless.If not then seea
financialand/or other counselorlf that doesn’twork, seea psychiatristat leastsocially!

Leisuretime that enhancesSectionsa throughd comesnext. Timeto think isimportant hunting,
fishing,running,boating,and other activitiesthat giveyou the opportunity to think andtake you
awayfrom the storm of our hurried existencecanhavea tremendousbenefit.

Mix in religion, politics, socialstatusand other thingsasyou like, but don’t be takenadvantageof by
yourselfor othersin the nameof any causethat detractsfrom athroughd.

Howmanyof your actionsand decisionsare egodriven?“Give JohnSmith,M.D. atitle andhe’ll do
anything.”Don’t let othersmanipulateyouin the nameof your ego.




Do You Own Your Practice,

or Does Your Practice Own
You?

FREE Medical Practice Growth Book
Grow Your Medical Practice,
And Get Your Life Back

Do you own your practice, or does Your practice own you?

GROW

YOUR

MEDICAL
PRACTICE

AND GET YOUR
LIFE BACK
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Emailagassman@agassmanpa.com
with the subject line
GYMP to be mailed your copy

Dr. Pariksith Singh, MD
Beard certified physician
and founder of Access
Health Care Physicians,
LLC a $164-million
medical company serving
66,000 patients with 83
offices and 900 staff
members including 177
physicians and providers

David Finkel

Wall Streef Journal and
Business Week best-
selling author of twelve
business books, including
SCALE: 7 Proven
Principles to Grow Your
Business and Get Your
Life Back. Founder and
CEOQ of Maui
Mastermind®

Alan Gassman, JD, LL.M
Senior partner with
Gassman, Crotty, &
Denicolo, PA. AVE
Preeminent™ Peer
Review Rated by
Martindale-Hubbard® and
is listed in Best Lawyers in
America and Florida Super
Lawyers




The Process

Gathering & Organizing
Information:

1. Assets
2. Titling
3. Entity documents

4. Agreements

Work with the Right
Advisors:

1. Qualified

2. Independent
Fiduciaries

3. Checks & Balances

Educate & Design:

One size does not fit
all...

Even 5 or 10 sizes neve
fit all.

=

Further customize for
your unique situation.

1. Draft
2. Review

3. Implement

Maintain, Update and
Modify as Appropriate




TEAM OF ADVISORS

Have qualified advisors that includes a good
accountant, lawyers of the specialties you
need who are honest enough to tell you who
you need and when you need them, a good
personality and casualty carrier, and a
competent, caring and ethical financial

planner.




Why You Need a Good CPA?

1. Avoidbeing“sold improperor expensivanvestments.

2. Avoidpayingmore than necessaryaxes.

3. Avoidmakingbadfinancialdecisions.




PRIMARY CAUSES OF LIABILITY

Catastrophes in the Making

1. Debt: General creditors, medical creditors, guarantees, provider agreements, etc.
2. Tort Liability (civil breaches ofontract, rather than criminal):

(a)Auto owners and drivefboats and other vehicles)

(b) Errors and omissions - professional malpractice.

(c) Aiding and abetting others who commit wrongdoings.

(d) Premises liability- building owners. Think of tdtild on the tricycle going up the wheelchair ramp and
flipping down the stairs. Also consider the following:

(1) Hazardous waste.

(i)  Asbestos and other harmful building materials.

(i)  People hurt by construction defects.

(iv)  People tripping and hurting themselves in the parking lot.
(v) Tenants with rowdy customers who shoot people.

(vi)  Inappropriate acts by lease management.

(vii)  Children eating lead paint.




PRIMARY CAUSES OF LIABILITY

3. Relationship Liability:

(@) Joint and several liability.

(b) Partnerships.

(c) Co-signors or co-guarantors on notes.

(d) Joint tort feasors (those who commit civil faults) banointly and severally liable for economic damages.
(e) Co-conspirators.

() Vicarious liability: An employer is generally liable for thetiaties of employees in the scope of the business. What if
the receptionist runs over a child while running an errand?

(9) Spoiled romances and accusations by a forlorn ex-gimtiror boyfriend, especialliyyou employed him or her.
4. Tax Liabilities:
(@) Income taxes.

(b) Trust fund - employee withholding — money stolen 8taduld have gone to the government - paying employees
as independent contractors.

(c) Penalties, interest, and criminal implications.




PRIMARY CAUSES OF LIABILITY

5. Others:
(@) Divorce: Alimony and property settlement.
(b) Child support.
(©) Hazardous waste liability and related issues.
(d) Student loans.
(e) Business participation: Sexual discrimination, etc.
) Involvement as trustee with relationship to pension plans.
(9) Medicare and other payors.
(h) Real estate liability:
0] Hazardous waste.
(ii) Lead paint.
(i)  Asbestos.
(iv)  Tort liability.

(V) Vicarious liability for building activities.

(vi)  Civil rights or other violations.




Article Excerptfrom AlanGassman’s Forbéslog— Decembeb, 2018

BETA
7,509 views | Dec 5, 2018, 11:55 am

Your Biggest Financial Nightmare Is
Parked In Your Driveway

Alan Gassman Contributor ©

Retirerment

I write about tax, estate and legal strategies and opportunities.
Auto Stands For Automatic Liability

Every year, thousands of Americans get killed or seriously harmed in motor vehicle
accidents. For almost every accident, there is a family in peril and usually the owner and
the driver of the vehicle will be blamed for the damages done.

If you drive a vehicle, own a vehicle for personal or business purposes or if you are the

parent of a minor who drives, then you have significant liability exposure and Murphy's
Law is bound to happen.

Here are some things that you can do to reduce your exposure to this unlimited liability.



Especially Treacherous Liabllities

(0 Government studentoans 0 Civil rightsviolationscommitted by employeesor
others
(i) Trustfund tax liability (i) Envwonmentallabllltlgs,|_nclud|ngS|ckbU|Id|ng
syndromeandleadpaintissues
(iii) Hazardousvasteliability (iii) Criminabcts(caninclude“illegal” billing)
(iv) Breaclof fiduciaryduty liabilities (iv) Charitablandreligiousboardactivities
W) Childsupportandalimony W) Jetskisnormallycannotbe insuredfor over $250,000
peroccurrence
Medlca_re,Me_dlcald,anc_i s_omeﬁme_s privateay Actsof terrorism: Most casualtyinsuranceclauses
. refund liabilitiesof physicians:Carriershavebeen : : ) .
(vi) . . (vi) exemptactsof terrorism. Theindustryhasbeenpaying
suingdoctorsfor not following referrallawsfor : : .
S claimson goodwillup until now
significantrefunds




WATCH OUT FOR SUPER CREDITORS

IRS

Department of Justice — when pursuing under federal statutes that allow
Injunctions or expropriation.

FTC

SEC

The 2010 case of SEC v. Solow, 682 F. Supp.2d 1312 (S.D. Fla. 2010) permitted the SEC to
enforce a Disgorgement Order despite the otherwise applicable Florida creditor exemptions.

Medicare — for when penalties and fines are due for improper billing or
conduct

Family Law Judges — but when homestead or tenancy-by-the-entireties is
owned with next spouse — can it be invaded?




WHAT WORKS AGAINST
SUPERCREDITORS?

Charging order protection.

Trusts where state law does not allow creditor access and a
Trustee is not required to make distributions to the debtor.

Foreign assets protected by foreign laws.

Assets not owned by the debtor.




ASSET PROTECTION DEFINITIONS

To understand the subject of asset protection, you must speak thatgngiihe following vocabulary and definitions will provide you
with a basic understanding of the fundamental concepts which make up the “art and science” of Florida creditor protection planning.

Debtor - A party who owes money.
Creditor - A party who is owed money by the debtor.

Judgment - A court order establishing that a debtor owes money to a creditor. The existence of a judgment is almost always necessary
before a creditor can seize a debtor’s property.

Plaintiff - A party suing to get a judgment against a defendant.
Defendant- A party being sued by a plaintiff.

Exempt Assets- Assets that are protected from seizure under the creditor laws. A debtor will be able to keep these assets
notwithstanding that a creditor may have a judgment against them.

Non-Exempt Assets Assets of a debtor that are subject to creditor claims.

Fraudulent Transfer - As explained in Chapter 14, this is the name given to a transfer of assets from a creditor available status to a
creditor non-available status if a primary purpose was to avoid knaeaitors. Under federal and state law, such transfers may be set
aside if the assets are within the jurisdiction of an applicable court making such a finding. Outside of Bankruptcy Court, Florida has a
statute of limitations on the ability of a creditor to set aside a fraudulent transfer, which in many cases runs 4 years after the applicable
transfer. This does not apply under Florida law to a transfer of assets to homestead. Under bankruptcy law, however, a discharge of debt
can be denied if there has been a fraudulent transfer made within one year of the bankruptcy filing. Also, the homestead exemption may
be limited to $136,875, if there has been a “fraudulent transfer” to homestead within 10 years of filing bankruptcy. There is also a 10
year set aside rule for “fraudulent transfers to asset protection trusts and similar arrangements” under the 2005 Bankruptcy Act.
Oftentimes, clients will be advised to make transfers in exchangeaiving full value to avoid the fraudulent transfer rules while still

making the resulting arrangement more creditor protective than it would have been




ASSET PROTECTION DEFINITIONS

Preferential Transfer - A transfer that may be set aside under state or bankruptcy law, such as a transfer made to any party within 90 day
of filing a bankruptcy, or a transfer made to an “insider” within one year of filing the bankruptcy. See also Florida Statute 8726 (providing &
two year look back on transfers).

Charging Order - A creditor with a judgment cannot reach into a properly sticed limited partnership or LLC arrangement, where the
debtor does not own the entire entity. Instead, the creditor receives a “charging order” from the court, whereby if and when distributions a
made from the entity, the pro rata share of the debtor would be paietoreditor. There is nothing in the law that allows a court order that

a distribution be made. Therefore, someomaw®ihg a judgment against a debtor whose sole asset is a part ownership interest in a limited
partnership or an LLC may have limited leverage to obtain cash or monies from the debtor, although the debtor will also have difficult
receiving distributions when a charging order is in place. This willrofesult in settlement, or the polsity of the creditor trying to force

the debtor into bankruptcy.

Firewall Protection - The concept that the shareholder of a corporation or limited partner in a limited partnership will not be liable for
liabilities incurred by the entity. This is why many companies put the more hazardous activities under a separate subsidiary.

Limited Liability Partnerships, Limited Partnerships, Limited Liability Limited Partnerships, Limited Liability Companies,

Professional Limited Liability Companies, and Partnerships of the above Entities- The names given to various legal entities which
have different effects as to firewall, tax, and charging order versus asset seizure protection. Be cautious as to which entity you choc
because they do not all offer the same protection. For example, the creditor of a partner in a Florida limited liability partnership (LLP) ca
seize the partnership interests, and is not limited to receiving a charging order, but the creditor of a partner in a Florida limited partnerst
(LP) or a limited liability limited partnership (LLLP) will be limited to the charging order remedy. It is important not to confuse these
entities, but this commonly occurs, even among well-meaning lawyers.

Staying Out of Bankruptcy - Many debtors will prefer to stay out of bankruptcy, so it is important for someone with an imminent judgment
to understand how this can be achieved. Generally, it takes three creditors to force an individual into bankruptcy, if that individual has .
least 12 creditors.

Bankruptcy - A federal process whereby every debtor has the right to file in the bankruptcy court, generally under Chapter 7, Chapter 11, «
Chapter 13. Many lawyers say that this is like having the debtor “swim in a fish bowl” because there must be full disclosure of all
documentation and information upon filing.




ASSET PROTECTION DEFINITIONS

Joint and Several Liability - The concept that individuals who participate in agiigent or improper act will be totally liable for all
damages imposed to the extent that the other “co-defendants” do not pay their fair share. There are limitations on joint and several liability
pursuant to Florida Statute Section 768.81.

Vicarious Liability - The concept that an employer is generally responsible for liabilities incurred by an employee acting within the scope of
the employee’s duties. The Greek term for this phenomenon is “respondeat superior.”

Under this concept, parents may be responsible for the driving activities of their nannies or errand runners, and doctors may be responsib
for unforeseen actions by employees who might aggressively try to help people using prescription scripts, giving medical advice, and/o
driving automobiles.

Secured Interest- The concept whereby a creditor can record a mortgage or lien on assets whereby that creditor would be entitled to
repossess the assets and sell them at auction to satisfy a debt owed to the creditor. Real estate is liened by the recording of a pror
mortgage, and non-real estate assets may be liened by recording UCC-1 Financing Statements based upon appropriately drafted secu
and/or pledge agreements. If a friendly debtor has a secured interest in a particular asset, then another debtor would have to pay the frienc
secured debtor before they would be able to seize the asset decilings is why doctors will often give the bank with a mortgage on
business real estate a lien against medical practice assets, so thigractiee claimant would have to pay the bank off or take other steps
before seizing medical practice assets.

Marshaling of Assets- Whereby a party having a lien against assets may be forced to sacrifice their position if there are plenty of other
assets that it has access to, to satisfy the obligation of the debtor. Over-secured creditor issues may also arise.

Asset Protection Trust- A trust arrangement whereby creditors of the grantor may not have access — which is contrary to Florida and basic
common law that if the grantor could receive any benefit whatsoever, then creditors may receive all assets.

Bad Faith - The malpractice insurance carrier has an obligation to settle any claim within the limits of coverage of the physician, if
reasonably possible. The failure of an insurance carrier to settlenvatticy limits can result in the carrier being responsible for an “excess
verdict.” When this occurs, the plaintiff's lawyer will often settlethvthe defendant by receiving an assignment of the defendant’s right to
pursue the insurance carrier for the excess amount.




ASSET PROTECTION DEFINITIONS

If the malpractice carrier believes it has a 90% chance winning at trial and a 10% chance of losing with a verdict well over policy limits, then
it may make good economic sense for the carrier to take the chance, but not from the point of view of the physician. If the carrier takes the
chance then if it has acted in bad faith it will be responsible for any excess verdict. Private legal counsel is commonly hired to encourage the
carrier to settle within policy limits, and a physician should almost nemepburage a carrier not to settle or be without private representation
when the carrier or its lawyer recommends private representationturiadely, most verdicts exceeding coverage limits result in the
physician assigning their bad faith claim to the plaintiff in exchange for a total release, particularly where the physician is otherwise
judgment proof.

Automobile Liability — The owner of a motor vehicle in Florida is liable for operation of the vehicle by another driver, except that if the
other driver has insurance then the owner’s exposure may be limited to $300,000 per incident. If the driver has $500,000 of liability
insurance, then the owner may not have liability exposure, unless the owner was negligent in allowing the driver to use the vehicle.

Sovereign Liability - The concept whereby an individual working for a governmental agency and the agency itself has limited liability,
presently being $250,000 per incident. This applies to a physician wpfilhtime for public hospitals, medical schools, and the Veteran’s
Administration.

Successor_Liability - When a corporation has a liability and a “successor cafpam” has identical or similar ownership, identity,
customers, employees and/or general identity, a judge may find the new company responsible for the liabilities of the old company, even i
there was a legitimate bankruptcy of the old company before the new company was formed and operational.

Reverse Veil Piercing- When a court unwinds transfers made to entities where the transferor is a debtor that had control over the entity, and
used the entity to disguise personal assets to keep them beyond the reach of personal creditors.

Concealment- Under the doctrine of concealment an asset “given away” but actually held for the original transferor will be considered as
continually owned by the original transferor, notwithstanding title. Concealing assets puts the debtor at risk for losing a bankruptcy
discharge.

How to Stop Worrying and Start LivingA book written by the late Dale Carnegie, which includes phenomenal advice on how to counsel for

and live with concerns about what may happen in the future, whabeasone about these potential future problems, and how to handle
oneself and others in a logical, sequential, and effective manner.




“It wasn’t raining
when Noah bullt the ark.”




Fraudulent Transfer Action Extinguishment Chart

TERM ITEMS STATUTE LANGUAGE

is FS 726.105(1)(a) | Transfers fraudulent as to present and future creditors:

Ve ez o four.yea.trs gftgr 2 SrElmelisn (1) A transfer made or obligation incurred by a debtdrasdulent as to a creditor, whet the creditor’s claim arose
made or the obligation is incurred, or or]

could reasonably have been discovered|by V20 EE I WS TS IET U9 (D Hilie| Ry

the claimant.

1 ear after the transfer or obligation was ; (The 1 year after before or after the transfer was made or the obligatiorineasred, if the debtor made the transfer or incurred the
zould reasonably have been%iscovered btransfer component Eloai
theyclaimant will not apply in (@) With actual intent to hinder, delayr, defraud any creditor of the debtor; or...
’ bankruptcy.) See: Biel Bank
Transfers fraudulent as to present and future credittfee transfer was made or the obligation was incurred...”
(1)(b) Without receiving a reasonably equivalent value tharge for the transfer or obligation and the debtor:
2 Four years after the transfer was made |or FS 726.105(1)(b) 1. Was engaged or was abouttgyage in a business or a transactiomfuch the remaining assets of the debtor
the obligation was incurred ’ were unreasonably small in relations to the business transaction; or
2. Intended to incur, or believed @asonably should have believéitht he or she would incur debts beyond his or
her ability to pay as they became due.
One vear after the transfer was made or (2) A transfer made by a debtor is fraudulent as to a cragitose claim arose before the transfer was made if the
3 %he oblination was incurred FS 726.106(2) transfer was made to an insider for an antecedent debt, the debtor was insolvent at that time, and the insider had
9 reasonable cause to believe that the debtor was insolvent.
4 Four years after the transfer was made |or FS 222.30(5) (5) A cause of action with respect to a fraudulent asset csionds extinguished unless an action is brought within g
the obligation was incurred ' years after the fraudulensset conversion was made.
The later of four years after the transferlis
made or the obligation is incurred, or orle . . . ..
5 | year after the transfer or obligation was pr  ES 222.30(6) (6) If an asset is converted and the corectesset is subsequently transferred toird party, the provisions of chapter

Note: Conversion is defined at FS 222.30 agf'g mode, direct or indirect, absoluteconditional, of changing or disposinfjan asset, such that the products or proceeds of the asset becq
immune or exempt by law from claims of creditors of the dedwokthe products or proceeds of the asset remain propertydsftitoe.

me

@)
(b)
(©)
(d)
(e)
®

(9
(h)
(i)

@)

(k)

Note: 726.105(2) provides as follows:
(2) In determining actual intent undeeiragraph (1)(a), consideration maygdeen among other factors to whether:

The transfer or obligation was to an insider.

The debtor retained possession or controhefproperty transferred after the transfer.

The transfer or obligation was disclosed or concealed.

Before the transfer was made or obligation was induthe debtor had been sued or threatened with suit.

The transfer was of substetly all the debtor’s assets.

The debtor absconded.

The debtor removed or concealed assets

The value of the consideration received by the debtor was reasonably equivalent to the value of the asset transfemedrdrahthe obligation incurred.
The debtor was insolvent or became insolvent shortér #ie transfer was made or the obligation was incurred.

The transfer occurred shortly beforestiortly after a substantial debt was incurred.

The debtor transferred the essential assets of the business to a lienor whodthtisfeassets to an insider of the debt




Understanding Your Liability Insurance Coverage

The vast majority of carriers will only issue a $250,000 policy on your home, a $250,0@§ pal your driving, and a
$250,000 policy on your vacation home. A separate “umbrella carrier” or “carriers” will then issue separate policies for
above $250,000, as shown in the example below. Sometimes one carrier will write two or more of the below described
policies, but often there will be 3 or more cams$ involved and coordination can be a challenge:

$5,000,000 Umbrella Policy #1 $5,000,000 Umbrella Policy #2
Covers claims for home at May need a separate umbrella for
$300,000 and for cars at $250,000. out-of-state vacation home, large

boats or other items.
Must be “drop-down” umbrella if
home policy is issued by Citizens
or a comparable ate agency that
does not cover liabilities from

$251,000 pools, pets, or other notable
exceptions. $301,000
$25(.000 Policy #1 — Policy #2 — $300,n Policy #3 — Car | Policy #4 - Big
Homeowners Vacation Driver and Boat at Vacation
Home Owner Policy Home

$0 $0




UMBRELLA INSURANCE COVERAGE

Re: UMBRELLA LIABILITY INSURANCE COVERAGE

Dear

As part of our planning | wanted to reiterate the importance of having an appropriately coordinated and “gap free” liability and casualty
insurance program.

I am enclosing a sample letter that some clients use to help assure that they have coverage for common gaps or mistakes made in structuring
liability insurance. If you would like assistance in completing this type of letter, please let me know.

The rest of this letter is about umbrella liability insurance coverage. We believe that it is very important to have appropriate limits of liability on
automobile and homeowner insurance policies. Typically, the automobile and homeowner policies will be at $500,000 coverage, and then there will be excess
coverage under what is called a "personal umbrella policy.*

The personal umbrella policy is used in combination with homeowners and auto policies to cover most clients' needs. If it is a true "umbrella" it
will provide excess limits above and beyond your primary insurance coverage (such as homeowners, automobile or boat policy), and will also provide coverage
for situations excluded or not addressed by underlying coverages. Each individual insurance company will have its own requirement for limits that you must
have on your primary policies. You will want to be careful to assure that these policies are coordinated with your umbrella coverage.

Umbrella limits start at $1,000,000 and can go over $10,000,000. Pricing for these policies are based primarily on the number of houses and
vehicles to be insured, with each additional $1,000,000 of coverage being less expensive than the preceding. In your situation | would probably have
$ of umbrella liability insurance. Also, | would consider placing much of your brokerage account and other assets under a family limited
partnership to further insulate you for creditor protection purposes.

Another coverage that is often underutilized by clients is called "uninsured motorist coverage." If you are in an automobile accident caused by
someone who does not have enough coverage to pay for your damages, you can pursue your own insurance company to the extent of your "uninsured
motorist” coverage. We encourage clients to see what it costs to have $500,000 or more in uninsured motorist coverage to help compensate for catastrophic
accidents that can happen.

Some carriers, including citizens and carriers who have assumed policies from citizens do not provide liability coverage for pool and pet or
animal related liabilities. In this event the Umbrella liability coverage may or may not apply. This is something that should be discussed with the insurance
agency or carrier that provides liability coverage.

If we can provide you with any further information or with assistance concerning your insurances, please let us know.
Very truly yours,

Alan S. Gassman




Dear Liability Insurance Agency and/or Carrier:
| recently met with my estate planning lawyer and wanted to make sure of the following:

1. Please confirm that we have Personal Liability Umbrella insurance covering our automobiles, boats, recreational vehicles, and all properties owned. | would like quotes
on the following coverage limits, $1,000,000, $3,000,000 and $5,000,000, with and without Uninsured Motorist coverage.

2. Please confirm that we are covered for animal liability under our primary homeowners insurance and confirm that the Liability Umbrella would also extend to animal
liability. We have been told that the primary homeowners may exclude animal liability and that some Liability Umbrella policies will not provide coverage when the primary homeowners
insurance excludes same.

3. Please confirm that we are covered for pool related accidents occurring on our property and also confirm that the Personal Liability Umbrella policy will also extend
coverage to pool related accidents.
4. Can you please confirm that we are covered for cars being driven by
5. Can you please confirm that we are covered for the investment property that we own at . It is titled under the name of
?
6. Can you please confirm that we are covered for our boat, which is foot long and is normally stored at . The horsepower is

Are we also covered for trailering the boat with our trailer?

Also, can you please confirm that we are covered for our waverunner/jet ski which is a with horsepower of . It is stored at

7. You do not handle the coverage for our vacation in or our vacation in . Is our potential
liability relating to the use of these properties covered under our umbrella, or do we have to obtain a separate umbrella for these properties?

Our and are stored and used up in our
8. drives the car owned by both for personal purposes and with respect to the
business. We assume our coverage includes business driving both by and by
who occasionally drive the car for the business.
9. Can you please confirm that we are covered for our motorcycle being driven by
10. Is there anything not mentioned above that comes to mind that we should be aware of?

Please send our lawyer, Alan S. Gassman, a copy of your response to this letter, which has been generated as a part of our estate planning. Alan's email address is
AGassman@gassmanpa.com and his street address is 1245 Court Street, Suite 102, Clearwater, Florida 33746. His fax number is (727) 443-5829. Please send us a copy of your
response as well.

If you have any further suggestions with respect to our coverages please let us know. Thank you very much for your assistance herewith.

Best personal regards,
CLIENT




HAVE PLENTY OF
INSURANCE COVERAGES

1. LIABILITY AND CASUALTY INSURANCES.

2. UNOWNED VEHICLE INSURANCE.

*(NO MOTOR VEHICLES OWNED BY VALUABLE BUSINESS OR ASSET HOLDING ENTITIES.)

3. BUSINESS INTERRUPTION INSURANCE.

4. EMPLOYEE PRACTICES INSURANCE.

5 CYBER LEAKS AND PRIVACY INVASION COVERAGE.
6. PRODUCT LIABILITY INSURANCE

HAVE YOUR INSURANCE CARRIER COME AND SEE YOUR SITUATION FROM AN OSHA AND SAFETY
POINT OF VIEW.




THEA B CSOFMALPRACTIGESURANCE

Claims made policy — only covers liabilities for wharelaim against the doctor has been made while the
policy is active.

Tail coverage — a separate policy purchased arded after practicing or when switching from one
carrier to the other so that alltéwe “claims made” will be covered.

Tail term — permanent, four years, or two years.

Retroactive coverage — provided by a new carrierhlatover claims maden the future for past
practice time — only available when replacing prior coverage.

Occurrence policy — unlike “claims made” — coversciddims made, even after policy is terminated,
without having to buy a tail policy.

Respondeat Superior — an employer is responfblie medical malpractice of its employee.

Rights of indemnity — an employee may have to yegaemployer for liability incurred if the employer
pays to settle the case and the employee was at fault.




THEA B CSOFMALPRACTIGESURANCE

First year and stepped rates — it is far lggdy that a lawsuit will be filed during the
first year of a policy, and then somewhat more likely each consecutive year thereafter,
so the rates rise annually until “mature” in the fourth or fifth year.

Corporate coverage — most policies are written for the individual doctor, but the
corporation / employer can have a separate corporate policy that covers all doctors,
practice extenders, etc. — usually relatively inexpensive and will increase overall
coverage.

Defense only contracts — Gulf Atlantic in Jacksonville offers a $100,000 defense cost
policy — the carrier will not pay anything for liability, but will provide legal
representation and expert witnesses so that a plaintiff lawyer has little to hope for if
the doctor and practice being sued are “judgment proof” (have no or little exposed
assets).




2018 Competitive Malpractice Insurance Rates
With Normal Discounts

$250,000/$750,000 $1M/$3M
Competitive Mature Rates 2018 Competitive Mature Rates 2018
Remainder Dade Broward Remainder Dade Broward
of Florida County County of Florida County County
Internal
Medicine N/S $7,134 $15,909 $15,195 $12,051 $26,872 $25,667
Family Practice $6,485 $14,462 $13,813 $10,955 $24,430 $23,334
Deml‘\f}tso'ogy $3.973 $8.854 $8,354 $5.751 $14,806 | $13,970
Cardiology
Invasive $8,198 $22,995 $21,980 $12,644 $38,843 $37,128
Cardiology
Interventional $11,155 $24,875 $23,759 $18,843 $42,019 $40,134
Gé”uﬁ;‘;'glgy $11.891 | $23.363 | $17,545 $20486 | $43,184 | $40,748

Compliments of:
Charles L. Wasson, lll, CPCU
chuck@wassonbayarea.com




Adantagesand Dsadvartagesof Lavering

Malpractice Insurance Linits
ADVANTAGES:

1. Reduction of premiums.

2. In a horrendous situation, a carrier is going to be more likely to simply give up policy limits than to defend a
complicated case.

3. In a small number of instances where the liabilitay be great, but negligence is hard to prove, some
plaintiff firms may not pursue a suit if there are fewerlldcs available at the end of the rainbow. The better firms
may reject such claims, and the “second or third tier plaintiff firms” will more likely settle for less or lose the suit.

4. As a matter of principle, this will leave less money pdaintiffs’ lawyers and people who sue doctors to help
stop feeding the industry.

5. From a public records and future evaluation standpadine prospect of being able to settle any claim at
$250,000 instead of at a higher limit means that cadgsiic claims will be characterized as having been $250,000
matters as opposed to $1,000,000 matters.

II. DISADVANTAGES:

1. If there is a serious claim, personal and pracseseta will be exposed saatidamages can exceed policy
limits. IF A CLAIM VALUE EXCEEDS LIMITS OF LIABILITY, PERSONAL AND PRACTICE ASSETS MAY BE
LOST, although this is generally unlikafyproper planning has been effectuated.




AdantagesandDsadwartagesof Lowvering
apractice Insurance Limits

2. Having to go through defendimagclaim with the risk of losing personal gractice assets results in significantly
higher emotional distress for the phyaig their partners, and loved ones.

3. Maintaining high limits going forward mesthat the carrier would have to dedeclaims for future acts at the same
high limits. Reducing limits now means tleims made in the past will onlbe subject to the now lower limits.

4. Potential employed physicians, banks] enanaged care plans may be reludiamtork with a practice having lower
limits.

5. In case of an actual erroraha injured patient, having moreverage might behe right thing.

[ll.  THE MIDDLE GROUND:

1. Many physicians hawehosen small out-of-state orfstiore carriers or “self-insurariggrograms in lieu of traditional
malpractice insurance.

2. These programs usually cost mudsléhan traditional malpractice insuranaeq offer the doctors “more control”
over the claims process.

3. These carriers are not registewath Florida, and upon becoming insolteéhe doctor has no protection at all.

4. These carriers are much radikely to become insoént than Florida carriers.

5. In some cases, these carriers do nigfgahe definitional requirements of ‘a@practice insurance”, so the doctor is
actually ‘bar€’, but may not know to follow the going bare rules. A patwith a judgment againstich a doctor may have the
ability to cause the doatdo lose his or her dischargebankruptcy and medical license!




Adantagesand Disadwantages of Lowering
MalpracticeInsurance Linits

» Other than malpractice insurance, there areraeweéher important insurances that are easy (and
affordable) to maintain:

» disability insurance;
» overhead insurance;
 liability insurance (for non-malpractice obligations)
» worker’s compensation insurance
e unowned automobile liability insurance
» individual automobile liability policies
« 3M -5M in umbrella coverage recommended

* Uninsured Motorist Coverage - if the person who hits you in an automobile accident
doesn’t have enough insurance, your own caocaer pay for your injuries and damages if
you have sufficient uninsured motorist coverage




OtherMalpractice Exposue ReductionStrategies

1. Stoptaking,or reducethe frequencyof treating, patientswho are in certainrisk or payorsituations.

Remembethe Paretoprinciple 180%of malpracticeexposurecomesfrom 20%o0f conditions/ categoriesof
patientstreated.

2. Involveother providerswho alsohaveinsurancecoverageand cansharein “the blame”if thingsdo not go
right. Somesuccessfuspecialistalwayshavenursepractitionersand physicianassistantsvith separatelimits
involvedwith treatment.

3. Hospitalizethe patient whenappropriate. Hospitalshavedeeppockets.

4. Remembethe 45 secondrule spend45 secondghinkingabout how you might get suedby this patient, and
dowhat you anto avoidthat.

5. Youwill live anddie by your chartnotes. Makethem asaccurateaspossible andtry to havethoseyou practice
alsokeepgoodchart noteson your patients.

6. Avoidco managingpatientswith doctorswho do not do a goodjob or keepproper chartnotes.

7. Requireall or highrisk patientsto signarbitration agreementsf permitted by malpracticecarrierandor
insuranceplans. Firethe patientswho won'’t signthem.




FLORIDA RESIDENTS- LEARNING HOW TO PROTECT YOUR ASSETS IN TWO MINUTES

Homestead

- Up to half acre ifwithin city limits.

- May be immune from fraudulent transfer
statute.

Limited partnership and similar entity
interests.

Individual money and brokerage accounts.

IRA
- Includes ROTH, Rollover, and Voluntary
IRAS, but possibly nanhherited IRAs.

Foreign trusts and companies. Joint assets where both spouses owe n

oney.

401(k)
- Maximize these!

Foreign bank accounts. One-half of any joint assets not TBE where

one spouse owes money.

Permanent Life Insurance
- Must be owned by insured.

Note — foreign entities are very rarely Personal physical assets, including car,
recommended and must be reported to IR$except for $4,000 exemption ($1,000 if
homestead exemption is claimed in
bankruptcy).

Annuity Contracts

Wages of Head-of-Household

Wage Accounts (for six months only)

Tenancy by the Entireties (joint where onlyj
one spouse is obligated)

-_Must be properly and specially titled —
joint with right of survivorship may not

qualify.

529 College Savings Plans

Vocabulary:
EXEMPT ASSET — An asset that a creditor cannot reachidason of Florida law — protects Florid

residents.

CHARGING ORDER PROTECTION — The creditor of a partner in a limited partnership, limite
liability limited partnership, or properly drafted LLC can only receive distributions as and when
would be paid to the partner.

FRAUDULENT TRANSFER - Defined as a transfer made for the purpose of avoiding a credit
Florida has a 4 year reach back statute on fremtltdansfers. A fraudulent transfer into the
homestead may not be set aside unless the debtdsasknuptcy. It takes 3 creditors of a debtor
who has 12 or more creditors to force a bankruptcy.

Upon filing a Chapter 7 Bankruptcy, an individuabtte may be able to cancel all debts owed and
keep exempt assets, subjextertain exemptions.

Annuities and life insurance policies are not alwgged investments, and can be subject to sales
charges and administrative fees.

There is a lot more to know- but this chart may be a good first step.




DETERMINING HOW TO BEST ALLOCATE ASSETS AS BETWEEN A MARRIED
COUPLE - PART |

General Rules:
-Typically want each trust funded with at least $11,180,000 worth of assets on death for estate tax planning.
- May be funded from %2 of tenancy by the entireties assets via disclaimer and probate or by life insurance/pension/IRA assets.

Trustee other than Spouse 1 could be Trustee

Spouse 1 or Spouse 2 if Spouse 2 is sole grantor
(or vice versa)

Spouse 1 Spouse 2

Protected life
insurance and

Lifetime Byr

Spousel’s

Spouse?’s

annuity Revocable Revocable Gifting Trust PassTrust
contracts rust Trust (Irrevocable) (Irrevocable)
“owned by the
insured.”
FLORIDA TBE
(Tenancy by the
Entireties)

1. Only exposed to creditors if 1. Safe from creditors of Spouse 1 1. Safe from creditors of

1. Assets held directly by 1. Safe from the creditors

. both spouses owe the but exposed to creditors of both spouses. ,

revocable' LT are sub;ect 10 creditor, if one spouse dies Spouse 2 (Maintain large 2. Ifdivorce occurs, of the Grantor's spouse.

Spouse DE creqnor gla!ms. and the surviving spouse umbrella liability insurance should not be subject If funded b.y Oone spouse,
2. Dl ownershlp o I|m|'ted has a creditor, the spouses coverage to protect these to rules for division of may bgneflt othqr spouse

partnership or LI.‘C ekl B divorce, or state law or the assets.) property between a.md. clitlaliz ot dis

may ha}ve charglpg order. state of residence changes. 2. On Spouse 2's death, can be spouses. Ilfetlme'of Ly SPOUSES.

protgctlon (m.eanm'g It lie 2. On death of one spouse, held under a protective trust, 3. May be controlled by . Othgr}lee can t.)e relemiizz]

greQ|tor SlEiE a [Em ey i surviving spouse may disclaim which will continue to be safe the “entrepreneurial 1o gifting trust pictured to

i) geltizren s 2o I.‘LC' up to % (if no creditor is from creditors of Spouse 1, spouse” by using a the left.

Spogse £l Germe: receive pursuing the deceased subsequent spouses, and Family Limited

monies from the limited spouse) to fund By-Pass Trust “future new family.” Partnership.

partnership or LLC without

the creditor being paid). on first death.

SEE NEXT PAGE FOR SECOND TIER PLANNING

A COMMON SOLUTION - to use a limited partnership or similar mechanisms and have no assets directly in the “high risk”
spouse’s trust, half to two-thirds of the assets held as tenants by the entireties, and half to two-thirds of the assets directly in
the “low risk” spouse’s trust.




DETERMINING HOW TO BEST ALLOCATE ASSETS AS BETWEEN A MARRIED
COUPLE - PART Il
Subsidiary Entity Techniques:

-Limited partnerships and LLCs can be used to facilitate discounts, for estate tax purposes, and for charging order protection.
-Limited partnerships and LLCs can also be used to provide “firewall protection” from activities or properties owned.

Spouse 2 could be Trustee
if Spouse 1lis sole grantor
(or vice versa)

Trustee other than
Spouse 1 or Spouse 2

Spouse 1 Spouse 2

Spousel’s Spouse2’s Lifetime Byr

Gifting Trust

Revocable FLORIDA TBE Revocable (Irrevocable) PassTrust
Trust (Tenancy by the Trust (Irrevocable)
Entireties)
1. Assets held directly by 1. Safe fropn creditors of Spouse 1 afe from creditors of 1 safe from the creditors

1. Only exposed to\creditors if

revocable trust are subject to

both spoyses owk the

but exppsed to creditors of wyife

(Maintgin large umbrellaAiability

both spouses.

of the Grantor’s spouse.

Spouse 1’s creditor claims. . . If divorce occurs, 2. If funded by dne spouse
Direct owpership of Iimi.ted ;Leddlt ;L?\:\i:g l;ii:ées insurance coverageo protect should not be subject may beneﬁ)': ather Zpousé
partnership or LI._C not in TBE has o/ereditor, the pouses these/assets. to rules for division of and children dluring the
may ha}ve charglr)g order. ihe e, o sta’te laV or the On u e2's death, can be property between lifetime of both spouses.
protgctlon (m.eanln.g that if a stafe of residence changes. hel. d dgr a prgtectlve trut spouses. Otherwise cam be identical
gre_dltor obtains a lien on the 2. oh death of one spduse which WI||. continue to be gafe 3. May be controlled by to gifting trust|pictured to
limited partnership or LLC, SR S0 di’scl . from creditors of Spouse/1, the “entrepreneurial the left.
e e /Wil S
partnership or LLC without PUTEE 17E ClEREraEh . Partm)alrshi
the creditor being paid) spouse) to fyrd By-Pass Trust P
’ on first dedath.
0 0,
SIEEA(?NNNDII\-II—(I;E'R 97% 3% 106 | 6% 3% Spouse 1, 100%
: Manager
FLP FIREWALL LLC
LLC
Property or activity Leveraged
Investment

A COMMON SOLUTION - to use a limited partnership or similar mechanisms and have no assets directly in the “high risk” spouse’s trust, half to two-

thirds of the assets held as tenants by the entireties, and half to two-thirds of the assets directly in the “low risk” spouse’s trust.




THE SLAT (SPOUSAL LIFETIME ACCESS TRUST)
EXAMPLE OF SPOUSE 1/SPOUSE 2
DYNASTY TRUST ARRANGEMENT

SPOUSE 1

SPOUSE 1
REVOCABLE
TRUST

1% GP

SPOUSE 2

FAMILY
LIMITED
PARTNERSHIP

$5,000,000 in assets

SPOUSE 2
REVOCABLE
TRUST

99% LP

Spouse 2 is Trustee

Other Assets?

**Gift to Dynasty Trust may
be based upon 65% of 99% of
$5,000,000, after taking
discounts into account -
$3,217,500.

$5,000,000 exemption
remaining.

Spouse 1 has $1,782,500 of hig

1. Investments controlled by Spouse 1 as GP g
Limited Partnership.

2. Spouse 1 can replace the Trustee of the
Dynasty Trust.

3. Dynasty Trust can be used for Spouse 2 and
descendants as needed for health, education
and maintenance.

4. Dynasty Trust can loan money to family
members.

5. Dynasty Trust should be exempt from estate
tax, creditor claims, and divorce claims of both
spouses and descendants.




POSSIBLE CLIENT
ILLUSTRATION
PLANNING CHART

o JOHNA. CLIENT. MD.

Copyright © 2020 Gassman, Crotty & Denicolo, P.A.

JANE A. CLIENT

.\-“.
Jane's Life Insurance
(Payable to Jane's Revocable Trust upon her death)

‘Owns Medical Practice

Justin A. Client
Joseph A_ Client
Jessica A. Client

529 College Savings Plang




PROTECTIVE TRUST LOGISTICAL CHART

i During both . . ) . )
Hfe Insurance Spousge,s First Dying Spouse’s Surviving Spouse’s
(Irrevocable and Owns | |ifati .
Life Insurance on First “fetlmes' Revocable TrUSt Revocable TrUSt
Dying Spouse)
Upon first R .
i emainin
death in $11,580,000* 9
2020: Assets
During .
Held for surviving Family QTIP Non- Surviving Spouse’s Revocable Trust
Surviving Spouse | ¢ care (By-Pass) GST Trust (Will include assets owned jointly on first
& Children P >~ Generation Skipping Trust (Marital Deduction Trust that death)
remal n I ng (Not taxed in surviving spouse’s estate) is not generation skipping)
lifetime:
Surviving spouse $6,500,0007 R L
have the right emainin
UpOon | s rediect how $15,000,000? emain o
second| &sesare Who knows? SSets
istributed on
death: | second death.
May be Generation ; )
Skipping to be held After deaths Generation Skipping (;rhlldren S Generation Skipping Children’s
as Separate Trusts | Of both Trusts for Children Trust (or Trusts for Children Trust (or
for Ch”dren SpOUSES: dIStI’IbLItIOFIS) (will mersgfi’;A‘/)iit:gfi_ﬁa:glizev?‘ussigeneration dlSthbUtIOﬂS)
Benefits child d dchildren. Benefits children. 2 . R X K
o et i el cses.  Tasaie e etes e etlaros | Eesrte

*Assumes first spouse dies in 2020 when the exemption is $11,580,000, and that thevising spouse dies in a later year when the estate tax exemption bahanged. The estate tax exemption is $11,580,000, less any
prior reportable gifts, for those that die in 2020, and increases with the “Chained CIP” If the first spouse does not use the entire exemption amount, what remains may be addeo the surviving spouse’s allowance
under the “portability rules” but will not grow with inflation, and will be lost if the surviving spouse remarries and the new spo use dies first, leavirg no exemption.




MARITAL ASSET PRESERVATION SYSTEM (MAPS)

SPOUSE 2

A required contribution to an asset
protection trust by Spouse 2 after death of
Spouse 1 is not for the primary purpose of
avoiding creditors of Spouse 2.

Vv

ASSET
PROTECTION

TRUST
(In Asset Protection
Jurisdiction)

Spouse 1 dies. Spouse 2 is required by written agreement to establish asset protection trust|in
asset protection jurisdiction with all unprotected assets, and contractual obligation to preserve
these for common descendants. A standby urgmed, but trust company approved, Trust
Agreement can be approved by both spouses dumg lifetime of Spouse 1 and/or nominally

funded.




MARITAL ASSET PRESERVATION SYSTEM (MAPS)

One of the primary purposes for utilizing the Marital AssetThere can also be limitations placed on how muchThe planner must therefore explain that those assets that are
Preservation System (“MAPS”) is to ensure that marrieccompensation might be paid to third parties for services likenot naturally captured under a trust system on the first death
couples keep their marital assets in the family for generationsousekeeping, nursing, private lessons, personal trainers anfla spouse will need to be either: (1) contributed to a trust

to come. In general, conscientious estate and tax planners wiltherwise. There can also be limited access for charity, churcéystem by the surviving spouse, as encouraged or required by

do their very best to meticulously plan and preserve assets for synagogue donations, and other defined causes. planning documents, and possibly a Marital Asset
a surviving spouse, while also enabling the surviving spouse Preservation System (MAPS) Agreement; or (2) have the
to leave assets to common descendants of the decedent, aka Ability to Provide Limited Benefits and Compensation to surviving spouse contractually bound by a MAPS Agreement
with the minimal amount of taxes and probate expenses. a Subsequent Spouse. requiring them to maintain existing marital assets, and any

income derived from those assets for the surviving spouses

However, there is one question that is routinely left out of théWhile it is commonly assumed that the “next spouse” mightife, and also direct that those assets be left for only common
discussions between married couples and estate planndhseaten to deprive descendants of marital wealth, and mightescendants upon the surviving spouse’s death.
during the planning process: place the surviving spouse in jeopardy of losing assets that

would be needed for his or her well-being, there is also th&he author commonly uses one or both of these alternatives.
Would you like some assurance that your marital assets wifpossibility that the subsequent spouse will contributeThese techniques are often coupled with carefully drafted
only pass to your common descendants upon the death of theeaningfully both to the preservation and enhancement dfust provisions, as well as an explanation in the trust
survivor of you? marital assets, and with respect to providing care and supposbcument to ensure that every possible step is satisfied and

for the surviving spouse. It could be both unfair andthatthe MAPS objectives are met.
The answer to this question is usually a resounding “yes”, andounterproductive for the surviving spouse to not be able to
as such, requires the surviving spouse to protect the maritallow a subsequent spouse to contribute meaningfully t®ne issue for couples having more than the $10,860,000
assets by not allowing them to be left to a subsequent spoussarital assets, and to be compensated for providing necessayemption level situation, or expectation thereof, is whether
or some other future significant other. services, whether personal, nursing, or managerial, where thiisnitations placed on inherited assets would cause loss of the

is clearly in the best interests of the surviving spouse, anéederal estate tax marital deduction and consequent income
That answer leaves the estate planner with some rathppssibly one or more of the descendants of the originalax to be paid on the first death. Each individual presently

intricate issues and challenges, not to mention more work anaarriage. only has a $5,430,000 estate and gift tax exemption amount,
an added layer of complexity to design and implement the which must be considered. This issue is especially important
various trust systems and strategies to be used. For this reason, the authors also provide that the MAPSvhen the surviving spouse is contractually bound to preserve

Agreement or system may be amended by one or more of trend leave the assets for subsequent descendants, as opposed
Once the clients have decided that this is the right strategy fadult descendants of the original couple, and/or ario receiving the assets as the sole owner without any legal
them, the planner must explain that upon the death of oniedependent Trust Protectors or other advisors, to take intentanglements.
spouse, the surviving spouse may serve as Trustee or Caecount appropriate circumstances and formal requests for
Trustee of one or more irrevocable trusts, with the power tehanges. Generally, there is no marital deduction allowed for
change the trusteeship within pre-agreed parameters. These dispositions that do not at least allow the surviving spouse to
irrevocable trusts may only allow the surviving spouse toThe above normally fits well and naturally under a credithave all income from marital deduction trust property and to
have access to assets and monies as needed for the spousshielter/marital deduction trust arrangement that will typicallybe the sole beneficiary of a trust holding such property for his
maintain the standard of living that has been enjoyed duringe established on the death of a first dying spouse wherer her lifetime. A marital deduction may also not be received
the marriage, and to provide support for commonfederal estate tax is a possible concern, but quite often a goddr assets that are paid outright to a surviving spouse who has
descendants. There are several restrictions that can be placaedny assets will be owned outright by the surviving spouseignificant contractual limitations on what he or she is able to
on a surviving spouse, one of which is to allow them to onlyor jointly with right of survivorship, and IRA and qualified do with the property.
make distributions outside of the family based upon an annuaétirement plans are typically best left to a surviving spouse to
allowance that might be wused for charity, religiousenable postponement of having to take taxable distributions.
organization dues and donations and gifts to friends based
upon guidelines that can be set forth in the documents.




MARITAL ASSET PRESERVATION SYSTEM (MAPS)

In states that do not recognize community property, most planners will use Waiver of Marital Rights.

separate revocable trusts for affluent husbands and wives for estate planning,

because of established customs and the complexities associated with usinlylost states have statutes which provide a surviving spouse with a

joint trusts. In such situations, it is possible to have the revocable trust of theminimal outright disposition, most commonly known as the Elective

surviving spouse become irrevocable upon the death of the first sugvivin Share. In addition, some states provide a surviving spouse with

spouse. For purposes of federal estate and gift taxes, this event will behomestead inheritance and other rights which may be waived during

considered an incomplete gift because it provides the surviving spouse withthe estate planning process while both spouses are living.

the right to veto payments to any person other than the surviving spouse

during their remaining lifetime, and the power to appoint trust assets to The estate planner will have to be very careful with respect to

common descendants of the married couple. disclosing conflict of interest issues and evaluating whether one or
both spouses should be required, or at least strongly urged, to seek

Alternatively, in states that do recognize community property, we find that independent legal counsel before being legally bound to have limited

joint trusts are becoming more prevalent. access and control to marital and inherited assets after the death of
one spouse. In the event that a conflict of interest does arise, the

An objective for many estate and tax planners, regardless of the state inestate planner should withdraw and require the spouses to retain

which they live, is to have the first dying spouse’s death cause a step-up inseparate counsel. Furthermore, because the planner represented both

the income tax basis to a fair market value for any and all family asseis. Th spouses, they are prohibited from representing either one of them

strategy should be utilized to the extent that the family would benefit from against the other, even with informed consent.

having an increased basis, which would essentially take any property that

appreciated during the decedent’s lifetime and provide the surviving spouseABA-Model Rule 1.7 addresses the rules for Current Client Conflicts

with the ability to not recognize any gain on such property when they come of Interest. In essence Rule 1.7(a)(1) states that, a lawyer shall not

into possession. represent a client if representing one client will be directly adverse to
another client. However, this Rule is not an absolute bar to

Many planners in non-community property states are using Joint Exemptrepresenting a client when there is a conflict. Subsection (b) provides

Step-Up Trusts (“JEST”), which may enable clients to receive this stepped-upthat a lawyer may represent a conflicted client if (1) they believe

basis on all joint trust assets upon the death of the first dying spdilsen they can provide competent representation; (2) it is not prohibited by

the first spouse dies, assets held by the joint trust are used to fund a creditaw; (3) it does not involve one client asserting a claim against

shelter trust for the benefit of the surviving spouse and descendante Thesanother client, both of whom are represented by the lawyer; and (4)

assets now held by the credit shelter trust will receive a full step-up in basis,each client gives informed consent. In the context of marital

and escape tax liability upon the surviving spouse’s death. inheritance, subsection (b)(3) will almost always bar the attorney
from representing one client over another, even with informed

Life insurance can also be integrated into the arrangement by having theconsent.

death benefit payable to an irrevocable trust, which may be a separate trust

that owns the policy so as not to be subject to federal estate tax on the death

of the first dying spouse.




WHERE DO TRUSTS FIT IN LOGISTICALLY?

ESTATE AND ASSET PROTECTION PLAN NING FOR THE SINGLE PROFESSIONAL

IRA Account

401k/Pension Account

Annuity Contracts
Life Insurance

Can deposit into a wage account.

WAGE
ACCOUNT?

Wages

SINGLENONT
MARRIED)
INVIDIDUAL

Automobile

LIVING
TRUST

Child or Children

529 Plans

UGMA Accounts (Subject to Creditors of the Child)

Child’s or Children’s Automobiles?
(Who signed for driving privileges?)

Offshore Trust

Company, as Nevada Trust
Trustee or Co- Company, as Co-
Trustee Trustee

NEVADAASSET
PROTECTION
TRUST

OFFSHORE
ASSET
PROTECTION
TRUST

3%
99%
S Corporation Stock
1%

PROFESSIONAL

PRACTICE
CORPORATION

PROFESSIONAL
BUILDING\ND/OR SECURITIEEP REAIESTATELP
e EQUIPMENLLC
Term
Lease

Furniture, equipment, accounts receivable

Brokerage Accounts
Only chiropractors, dentists, optometrists,
and lawyers are required to be the sole

Parent, Trustee

TRUSFORMED

BYCHILDNVITH
EXCESSSSETS




Child’'s Homestead Irrevocable Trust

« Can own a home used by a child to benefit the spouse and descendants

* Can qualify for the State Homestead Exemption and 3% cap

» Can be considered as owned by the Child for income tax purposes to qualify for
the $250,000 income tax exemption on sale

» Can be controlled by the Trustee and used for the benefit of various family

members
» Will insulate family members from liabilities associated with ownership of the
home
. . Trust assets can be applied for the health, education,
Relative, Advisor or maintenance and support of the Trustee-Spouse and children.
Trust Company =
Trustee One or more children may reside in the house to qualify for
the Florida Tax Homestead Exemption.
CHILD'S For income tax purposes, the Trust can be considered as
owned by the child who lives in the house so that the house
GRANTOR HOMESTEAD can be sold income tax free to the extent of up to $250,000 in
SPOUSE Gift IRREVOCABLE appreciation.

TRUST
The Trust will not be subject to creditor claims of any family

member unless (1) the transfer to the Trust by the Grantor
Spouse is a “fraudulent transfer,” or (2) the child has a right to
withdraw more than the gift tax exclusion amount in any
calendar year.

Home and Other NOTE — The Trust must be appropriately drafted, funded, and
Assets administered to achieve the above results.




DYNASTY WEALTH
PROTECTION TRUST

Trustee

DYNASTWEALTH
PROTECTIONRUST

Assetgyiftedto trust and
growth thereon.

Note: Nevadagetsa gold starfor havinga law
that saysthere cannotbe anassumedr anoral
agreementbetweenthe Grantorandthe Trustee
of adynastytrust; becauseof this, the IRScannot
saythat the grantorretainscertaincontrol.

Grantor can replace the Trustee at any time and for any reason.
Protected from creditors of Grantor and family members.

Can benefit spouse and descendants as needed for health,
education and maintenance.

Per Private Letter Ruling 200944002 the Grantor may be a
discretionary beneficiary of the trust and not have it subject to
estate tax in his or her estate. But be very careful on this! The
Trust would need to be formed in an asset protection
jurisdiction and there is no Revenue Procedure on this.

Should be grandfathered from future legislative restrictions.
May loan money to Grantor.

May own limited partnership or LLC interests that are managed
at arm’stength by the Grantor.

May be subject to income tax at its own bracket, or the Grantor
may be subject to income tax on the income of the trust,
allowing it to grow incomeax free unless or until desired
otherwise. If the Grantor is a beneficiary it must remain a
disregarded Grantor Trust.




The Anatomy of a Typical Offshore or APT State Trust Arrangement

Trust Company or professional Possible U.5.-based family
Trust Company (located in the Co-Trustee
APT jurisdiction)

TRUST
SETTLEMENT
(Agreement)

(Trust Protectors - (Individuals

or Trust Companies with the power

to add the Settlor as a beneficiary
and to change beneficiaries)

GRANTOR/SETTLO R1
J [Contributes to Trust)

100% or less Directly held account or
ownership accounts

Managed by Settlor or Unrelated partners

Family Member




THE ANATOMY OF AN ASSET
PROTECTION TRUST

Trustee — The Trustee holds the trust assets for #dmefit of the beneficiaries pursuant to the terms of
the Trust Agreement.

Trust Settlement — This is the Trust Agreement, aimolusd be drafted by competent legal counsel with
an understanding of:

The law of the jurisdiction
United States tax law
Trust and creditor protection law in general

Scheduled Beneficiaries — These are the initial narbnedeficiaries that the trust is established for.
Reputable offshore trust companies will require pasts, utility bills, professinal letters of reference,
and sometimes affidavits from each beneficiary when the trust is established.

Trust Protectors — These are individuals and/or trust companies who have certain powers over the trust:

To change the Trustee or Trustees — commonly any replacement Trustee must be a reputable trust
company or a lawyer practicing in an asseitpction trust (“APT”) jurisdiction.

The power to add beneficiaries who are not “excluded persons.”

Flee Clause a/k/a Cuba Clause — A provision that requires the Trustee to move the trust and trust assets to
another jurisdiction in the event of a governmentamge, or if a judicial challenge to the trust makes it
possible that the trust assets would be invaded within a short period of time.

United States Judgment — A judgment from a Unitede€dt&ourt, which means nothing whatsoever in

the jurisdiction where the trust is sitused (locatdd)most reputable APT jurisdictions, the creditor will
have to file a brand new lawsuit in the jurisdiction and obtain a new judgment against the debtor before
then attempting to set aside the trust by provih@gt the trust is an alter ego of the settlor or a
beneficiary, or that the transfer to the trusisvfor the primary purpose of avoiding creditors.




THE ANATOMY OF AN ASSET
PROTECTION TRUST

APT Legislation — Special laws passed in a number of offshore jurisdictions which make it
extremely difficult, if not impossible, for a creditor to pierce an APT:

Contingency Fees Not Permitted — In most asset protection jurisdictions, lawyers must charge
their clients by the hour, and not on a contingency fee basis.

Belize has no statute of limitations — unlessréhes a judgment against the settlor in Belize
on the day the trust is formed, Bee law will protect the trust.

Court Registry deposit requirement — Nevexjuires a 100,000 Nevis dollars ($37,037.04)
deposit into the Court Registry before a trasin be challenged. A 100,000 Nevis dollars
($37,037.04) deposit is also required to tdr@ge an LLC. A Nevis trust and LLC challenge

will therefore require a 200,000 Nis dollars ($74,074.07) deposit.

Conflict of Interest Considerations — Typically, there are between two to six dozen practicing
lawyers in a popular asset protection trustgdrction. Most or all of these lawyers have done
work for the more popular trust companies, amduld therefore have a conflict of interest in
pursuing a trust for a creditor — lawyers from outside of the country must therefore come in as
“foreigners before the court” to be admitted to practice law there to challenge the trust.

Judicial Bias - The asset protection trust jurtsbns derive significant income and lawyer work,

not too mention governmental fees that suppbe local economy. The last thing an asset
protection trust jurisdiction economy needs woukldjudicial decision that lets creditors into a
well intended asset protection trust that was structured in advance.

Having Your Cake and Protecting it, Too - The Trustee of the APT can own a 99% limited

partnership interest or the ownership of an LIdth the entity being managed responsibly and
transparently by the general partner or manager, which may be the settlor. If and when a
challenge might occur, the settlor may transfer control of the subsidiary entity to the Trustee of
the trust.




DO DOMESTIC ASSET
PROTECTION TRUSTS WORK?

Nevada, Alaska, Delaware, South Dakata other states have asset probvectiust statutes. But the Full Faith
and Credit Clause of the U.S. Constitution providesdhatigment issued by thewrt in one state will be
respected by the court in other states.

There are many questions regardingefiectiveness of domestic APTs. Ttase law is not yet fully developed
on the question of whether the laweaoforeign jurisdiction will apply for th determination of whether a creditor
protection trust will shield trust assets from dted of the grantor whs also a beneficiary.

Hanson v. Denckla357 U.S. 235 1958 — the law of the state whieegtrust administration occurs will be
determinative.

In re Portnoy 201 B.R. 685 (Bankr. S.D.N.Y. 1996) aimdre Brooks217 B.R. 98 (Bankr. D. Conn. 1998)
— assets placed in offshore APTs were natueed from the debtor’s Bankruptcy estates.

Dahl v. Dah| 2015 UT 23, Supreme Court of the State aiUgJanuary 30, 2015) — Under Utah law, wife
had an enforceable interest in a NV APT that hndliaeated because the trust was revocable regardless
of stating in the trust language tlthé trust is irrevocable. The languabat the Court based its reversal
upon stated that, “Settlor reserves any power whatsoeater or amend any of the terms or provisions
hereon.”

In re Mortensen, Battley v. Mortens€Adv. D.Alaska, No. A09-90036-DMD, May 26, 2011) — assets
situated in Alaska were placed in Alaska APT. The Court held thtite exemptions wodlbe determined
under state law rather than federal law because dkelsiv is applied to dermine if the trust was
established correctly.




Have Your Parents Allow You To Inherit In Trust

Article Excerptfrom AlanGassman’s Forbeé3log— Decembeil7,2018

873 views | Dec 17, 2018, 10:07 am o

The Most Valuable Gift You Can Give: A
Good Estate Plan

Alan Gassman Contributor @
Retirameant
I write about tax, estate and legal strategies and opportunities.

Make Sure Your Parents Have A Good Estate Plan Maximizing Your
Inheritance While Safeguarding Your Parents' Assets

One of the challenges of being an estate planner is watching clients skimp on estate
planning because this reduces the protection of what their descendants will receive by
significant multiples, ultimately cheating themselves and their loved ones.

For example, spending an extra $500 to $700 to have a revocable trust instead of just a
Will can save tens of thousands of dollars on probate, not to mention wasting needless

time going through the courts, but this money is often not spent.

In addition, there are many planning opportunities under the estate tax, which for now
only applies to individuals who have more than $11,180,000 worth of assets to pass down,

assuming no reportable prior gifting occurred.



THE INHERITANCE
TRUST

Child is your client anavould like for her inheritance from Mom and Dad
to go into a trust for her health, exdaion, and maintenance (and for her
descendants). She can be the Truatekhave a limited power of appointment.

It will be protected from creditorfyss in divorce, and federal estate tax.

It may be difficult or impossibleo have Mom and Dad properly amend
their planning documents to facilitate this.

Why not have Child establish a frearsting Inheritance Trust and then
Mom and Dad can simply amend their vaititrust to name the inheritance trust
instead of Child as beneficiary.




FEATURES OF THE INHERITANCE
TRUST

1.  Child can sign on behalf of gants and as nominal Grantor.

2.  Child may want the right to aand the trust at any time before
it is funded by parents.

3. Child can make distributions for her descendants, but what
about for her spouse?

4.  Allow Child to transfer sitsito state that will not permit
exception creditors (ex-spouses, child support, etc.) to reach

into the trust.

5. Have overflow provision sthat if funding would exceed
Parent’s available GST exemption a Non-GST Exempt Trust
will be formed the Child canpgoint to creditors of Child’s

estate from.

6. Independent Fiduciaries clauseallow bestowing a general
power of appointment upon the child if estate tax is not a

concern and capitglains tax will be.

7.  Ability to deem capital gains out.




CHARGING ORDER
ENTITIES
AND
OTHER PORCUPINES




CHARGING ORDER PROTECTION- WHAT IS A CHARGING
ORDER?

Most states have laws providing that the creditor of a limited partner of a partnership may not

seize any portion of the partner’'s ownership interest, if the limited partner individually has a

creditor. Most states also have similar laws that are applicable to the membership interests of a
member in a limited liability company.

The creditor may instead receive a Court Order (a “Charging Order”), which forces the partnership
to make distributions that would normally be paid to the debtor limited partner to the creditor to
the extent of the limited partner’s indebtedness to the creditor. Again, this concept is also
applicable to a member’'s membership interests in a limited liability company.

Typically, the Court will not have the authority to mandate if or when the limited partnership
would make such distributions.

As stated above, a charging order prohibits a creditor from exercising any rights otherwise held by
the debtor, such management, alienation and governance rights, but does permit the creditor to
receive distributions that would normally go to the debtor limited partner.

Must have member who does not owe money to the creditor (a multiple member LLC) for
protection to apply.

Florida provides that a Charging Order is the exclusive remedy for creditors of a debtor limited
partner in a limited partnership or a deldr member in a limited liability compan




CHARGING ORDER: TRAPS FOR
THE UNWARY

Not all states recognize charging order protection.

A court in the state of residency magypdy the law of that state, and not the
law of another U.S. or foreign jurisdiction to determine if charging order
protection applies.

If the non-debtor member has at least one-half of the voting rights (voting
stock or member interests), then a juegincreditor may not be able to seize
control or force distributions from an LLC or corporation.

Charging order protection will not apply if the debtor is in bankruptcy and the
Operating Agreement/arrangement is not an Executory Contract (where each
member, including the “Trustee in Bankicy” or “Debtor in Possession” has
affirmative duties).




8 COMMON LLC PLANNING ERRORS

Limited Liability companies are quiteteh the entity of choice for investmieand business holdings. Problems can
arise, however, where structuring does not take impanitkst and federal and std&ev requirements into account.
Some of the most common problems we encountezviewing LLC arrangments for clients are:

1.) Tenancy by the Entireties Designation that Will Not Qualify as TBE

Many married couples in states that paittenancy by the entiretiassets from the creditor of one spouse or the other
have their LLC interests titled jointly &snants by the entireties, but they dogrdlize that there are provisions in the
operative documents which are inconsis&@nd would, thus,renul tenancy by the entiies characterization and
protection. Common examples of this are:

(a) By the rules of tenancy by thetieeties, the joint interest mupass outright solely by the surviving
spouse in the event of the death @& furviving spouse. Oftentimes, an opieraal document will provide that, on the
death of a member, the interest of that member musbtldeAgreements are commypmiot drafted to explicitly
provide that on the death of a spouse,dther spouse will be the aer of the joint interestsyithout any inconsistent
member agreement provisions.

(b) Similarly, provisions under an operative documerictvinestrict transfers may actually be read to
prevent one spouse from owning the entire menmierest on the death of another spouse.

(c) While the certificate of ownership may be sduo both spouses as tenants by the entireties,
oftentimes, the Operating Agreementdicles of Organization will provide foonly one spouse or the other to be an

owner.




8 COMMON LLC PLANNING ERRORS

2.) Entity Documents Can Disqualify S Election

Limited liability companies may be treated as S Corporatimaer the federal income téaw if certain very strict
requirements are met and an S electianasle. If the S election is made e S Corporation requirements are not
met, then the company will be taxedaa¥C Corporation,” therefore expogj properties and income to double tax.

Common causes of this catastraptreatment are as follows:

(a) An operating agreement does not provide for athnme to be distributed pro rata to ownership.
Commonly, “partnership style” clauses agsmembers that they wilécapture their original investment or have some
sort of an income sharing that would reflect a “secoadscof stock,” which is ngtermitted under the S Corporation
Rules.

(b) Although state law permits a limited liability conmyato have non-citizensprporations, and other
entities own LLC interests, these andtair other entities are not permitted owsief S Corporation stock and will,
thus, cause disqualification.

(c) Too high of a debt equitation could cause disqualifitan from S Corporation status.




8 COMMON LLC PLANNING ERRORS

3.) Failure to Plan for Cash or Other Distributions/Failure to Use an Intermediary Entity

Oftentimes, a client will invest in a multiple member Lle&Xpecting to have charging order creditor protection, but not
thinking through that positive cash flawat other members will want to assurdistributed will become accessible to a
judgment creditor who has a charging order against the MaDy clients are well advised to establish a “Family Holding
LLC” or a family limited partnershipo hold the multiple member LLC interests so that positive cash flow would pass to
the family LLC to be held and reinvested in a protected manner.

Clients who take ownerships in a multiplember LLC as tenants by the egiiies may wish to do so under a limited
liability company or limited partnership owd by the spouses and another familymner in order to assure that upon the
death of one spouse tenancy by the etéis status would continue, and positivehdé®wv from the multiple member LLC
will, thus, be protected.

4.) Forced Sale Provisions

Often, well-drafted Operating Agreements will have provisitirat would allow any membgy force a sale of their
member interests at any time or under certain circumstancésaswhere another member is selling their interest (“tag
along rights”). One advantage of a limitebility company under the laws of magates is that the sole remedy of a
judgment creditor is a charging order — meaning that trletaannot actually force thelsaof the limited liability

company interest, become a forced owner, or reach intorttied liability company. A bankruptcy or state court judge
may override charging order protection where a debtor mewitn@d have the right to simply “cash out” at the time when
the judgment creditor has a cheurg order against the debtor.




8 COMMON LLC PLANNING ERRORS

5.) We “Formed it Ourselves” or “My Accountant Took Care of This.”

While it is possible for any third gradto file a charter to establisie existence of an LLC with state
authorities, in the author’s experience, the vast rmgjof LLCs that have been established by non-lawyer
personnel have been implemented incorrectly. In stases, it's the unauthorized practice of law for a non-
lawyer to establish and implement a limited liabilityrqmany for another party. €nefore, the types of non-
legal firms that are willing to establish and implemienited liability companie¢end to be unconcerned and
ignorant, willfully or inadvertently, of the formalise paperwork, @d coordination needed to properly
establish, document, implemenihdaoperate a limited liability compan@lients who buy $99 “Total Service
Incorporation Kits” run the same risks. The slogan “Bayow or pay us latecomes to mind, but along
with that comes “Pay us later andtalayour assets looted by creditorgléor the Internal Revenue Service.”

6.) Assuming that Limited Liability Companies are asWell Protected as Limited Partnerships in All
States

Some states provide charging order protection fatdisnpartnerships but nbimited liability companies.
Clients who have or will havehildren or other members residing in a state or jurisdiction that may not protect
them may want to consider using limited partnersbipsther entities in lieu dimited liability companies.




8 COMMON LLC PLANNING ERRORS

7.) Failure to Properly Respect Fornalities and the Existence of the LLC

It is generally very difficult tdbreak the corporate veil,” but a debtrelying upon a limited liability company
arrangement needs to be able to skttwat the company was the actual owaed operator of the property/business,
that a charter was properly filed and maintaineadiststent with operationdlocuments, accounting and tax
treatment, and that the arrangement was not in realitpexaepartnership, a joint m&ure, or a proprietorship.

8.) Personal Activities May Notbe Insulated by Use of an LLC

Some clients believe that they czarry on consulting, management, dated activities under the name of their
LLC and not have potdial personal liability.

Under general tort law, the officer afcompany and the manager of an LL{ e responsible to third parties for
personal negligence. Many clisrdre well advised to keedawv profile with respect t&.LC activities and to hire
third parties to handle managemeatidion making and day-to-day activities.




USING INTERMEDIARY ENTITIES TO PROTECT FAMILY
LIMITED PARTNERSHIP FROM POTENTIAL LIABILITY

FAMILY LIMITED
PARTNERSHIP

100% 100%

NEVADA
LLC 1 LLC 2
LLC Other Persons

Owns mortgages owed Owns Hedge Fund
Investment

by third parties 26% 74%

ENTITY
(with Member
Obligations)



CONFIDENTIAL RENTAL HOUSE OWNERSHIP

*Rental houses - limiting liability while also qualifying for approp

SPOUSE 1

(or Revocable Trust of Spouse 1)

(rental
house)

STRATEGIES

SPOUSE 1

(or Revocable Trust of Spouse 1)

*  Spouse 1 or Revocable Trust
of Spouse 1 owns rental
house.

*  House can cause creditor
problems.

Separate Manager

(Judgment
proof Uncle or
Nephew)
LLC
(rental
house)

*

Should limit liability but good luck
getting insurance.

riate insurances.

SPOUSE 1
(or Revocable Trust of Spouse
1)

Separate Manager

(Judgment proof
Uncle or Nephew) -
has full management

LLC authority.
Spouse 1, Trustee
(Trustee has no
authority to
LAND manage the
property, but can
TRUST only direct the LLC
to change title)
(rental
house)

*  Some insurance carriers
will like this better.




LEASES AND MASTER LEASES,
ILLUSTRATED

Jane Doe, Trustee

" JOHN PILLSBURY
GIFTING TRUST

" JOHN PILLSBURY
{ IRREVOCABLE TRUST
L dated 2017
(Nevada)

JOHN PILLSBURY, ESQUIRE

Acct. to be opened with
$5,000 or $10,000

John Pilisbury
Pillsbury, Manager

THE JOHN
PILLSBURY

REVOCABLE TRUST

SPECIAL HOLDINGS,
L.L.C. (FL)
S Corp.

b
L]
1
: "'o 5% V
\ Owes ABC L
\ Nevada, LLC. 5% NV
i1 $250,000, !
H bearing interest i
". at 3%, payable ‘
[ annually .:
| 99% NV 99% NV
1%V 7 H f%v 1%V
i’ F ;
John Pillsbury, Mgr. John Pillsbury, Mgr.
SPECIAL EVENTS,
L.L.C.
(FL)
Disregarded

John Pillsbury, Nigr.
PILLSBURY ANIMALS,
d/bia PILLSBURY
RANCH

LLC (FL)

SPECIAL
PROPERTIES, L.L.C.
(FL)

Disregarded

MY LAW P.A.
(FL) EIN:

Levereged Real Estate




PARTNERSHIP V. S

CORPORATION —

WHICH IS BETTER TO HOLD REAL ESTATE?

PARTNERSHIP

S CORPORATION

Advantages@

and Disadvantagm

Partners receive basis for indebtednessrieduby the partnership

o o
~—

DOI income insolvemiclusion is determined at the corpgera
level.

o o
~—

On the death of a partner, the parship’s (inside) tax basis of its
assets can receive a step-up in income tax basis, if a Section 7
election is in place for the partnership

)

S

No similar basis adjustment mechanism applies to S corporatig
54

o o
—

ns.

SN—r

When a new partner buys intgartnership corporation, their
depreciation write-off and undertyg basis in their partnership
interest will be based updhe price that they pay.

N

When a new shareholder buys into an S corporation, their
depreciation write-off and undertyj basis if and when the real
estate is ever sold has to be based upon the

Appreciated real property can gealéy be distributed from the
partnership tax-free to the partners.

historic basis and depreciation taken, versus being

based upon the price they pay.

Distributions of appreciated reatoperty to the shareholders are
treated as if the property was sold at

its fair market value to the shareholders.

No restrictions apply as to who can opaxtnership interests.

S corporations cary twel owned by certain individuals and tsysf
and cannot be owned non-resident aliens, corporationg.a
partnerships ‘

Partnerships can have more than one class of stock, and incor
and distribution preferences candrafted in virtually any manner
so long as they have substantial economic effect

allocation and distribution rights must be
pro rata to ownership

N&S corporations cannot have a “second class of stock,” and incdme

DOI income insolvency exclusion is determined at each partne
level.

r'Shareholders do not receive lsafsir indebtedness incurred by thg

\v

corporate, unless the loan is made by such sharehold




HOMESTEAD CREDITOR PROTECTION

In Florida, there is unlimited protection for homestead property and improvements
thereon of up to a half-acre in the city or 160 acres in the county, provided the owner
IS an individual (or perhaps a revocable trust) who resides on the property and is a
U.S. citizen or Green Card holder.

The person must be a permanent resident of Florida and intend to make the property
his or her permanent residence.

Need not qualify for real estate homestead tax exemption to have the benefit of
Constitutional creditor protection.

Florida homestead protection “trumps” fraudulent transfer statutes (Havoco of
America, Ltd. v. Hill)

Beware of bankruptcy law limitations and the ten-year fraudulent transfer look-back
period.




Homestead Confidentiality
Arrangement

[ SPOUSEl] [ SPOUSE 2 ]

Colorado LLC, Trustee

Homestead




Segregated Homestead Planning

e Creditorslostin the swamps.
o Exces®roperty

e DrivewayEasement

e HLAcreWaterfront Home




Not Every Home Will Grow at an “Average Rate”
by Frank Catlett and Alan S. Gassman

FrankA. Catlettis a StateCertifiedGeneraRealEstateAppraiser(FL) GeneraRealEstateAppraise(NC)and
CertifiedGeneraRealPropertyAppraisei(GA)with over37 yearsof experienceMr. Catlettis Presidenpf
Trigg,Catlett & Associateslocatedin Tampa,Florida,whichprovidesappraisaland brokerageservicego not
onlythe TampaBay,but mostparts of Floridaaswell asNorth Carolina.

A greatmanyseniorAmericangorrow moneyon “ReverseMortgages’basedin part on beingtold that their
homeswill go up in valuewith “national or regionalaverages,ivhichis often not the case.

Formanyof thesehomeownersthe better decisionwould be to downsizeand not try to hold onto more
housethan they canafford. Thedecisionto stayin a housethat istoo largecauseghe lossof investment
resourcesn return andincreasedexpensesOnenationalstudy hasindicatedthat the costof maintaininga
homeis basedupon 3.53%0f its value.Havinga $200,000home,when only a $100,000homeis needed,may
therefore costthe seniorcitizennot only the investmentreturn on $100,000 but alsoan additional 3.53%or
more per yearin expensedor utilities, taxes,insurance and maintenance.

Thereversemortgageindustry hasencouragednanyseniorsto stayin their “too large” homes,basedin part
uponshowingthem projectionsthat will indicatea likelihoodof a 4%per yearincreasen value.

In fact, a2013actuarialreport preparedfor the USFederalHousingAdministration(FHAhasindicatedthat a
“worst casescenario’bottom 25" percentileMonte Carlosimulationhaspredictedthat home pricescouldgo
down by more than 20%between2014and2018and might not recoverto 2018levelsuntil 2024.

While the “averagenome” in a givenareacanbe expectedto increasen valueon averageoveraterm of
years,the retiree’shomewill typicallybe expectedto goup in valueat a slowerrate, if it doesgoup in value,
for the following reasons:




Not Every Home Will Grow at an “Average Rate”, Continued

1.) Thehomegetsoldereveryyear. Theageof ahomeis afactor in valuationand appreciation.If the averagehomein a given
areais 28 yearsold now, andthe averagehousewill be 26 yearsold in 20 years,then a 48 yearold home 20 yearsfrom now
will be worth lessthan a 26 yearpld homewill be andwill not be expectedto havekept up with the “averagegrowth rate.”

2.) Theaboveis corroboratedby the fact that homeshaveatypicalestimatedlife expectancyof 60 years,andthus,
depreciatein valueto someextent. Anappropriaterate of depreciationmightbe 1.667%of the valueof the homeitself each
year,separateand apartfrom the land, becauseypically,a 60 yearlife expectancywill apply (1/60=1.667%)Onthe other
hand,shouldthis be 3.333%per year(2 x 1.667%)f the homeis 30 yearsold to beginwith?

If atypicalhouseisworth 77.5%of the combinedvalueof the houseandlandtogether,andthe 77.5%houseportion is going
up by 3.5%statistically,not countingage,but then depreciatingat 1.667%a year,then 22.5%of the total value(the land
portion) is goingup by 3.5%annually,and 22.5%0of the value(the home portion) is goingup by the excesf 3.5%over
1.66% whichis 1.89%yper year.

Therefore the averagegrowth rate for a housemight only be 2.2433%(22.5%x 3.5%)+ (77.5%x 1.89%))on average.

3.) Seniorcitizenstypicallydo not restore or renovatetheir homes espemallyf they are of the averagehouseholdthat has

the needto borrow on areversemortgage.A high percentageof the “average”nhomesin anygivenareahavenew kitchens,

bathrooms,andother primary aspectsnstalledor refurbishedevery20to 25 years.A seniorcitizen’shomewill havea much

g)wer_rgséglroatlon rate on average whichwould bring the averagegrowth rate in the aboveexamplewell belowthe 2.2433%
escribedabove.

4.) Oftentimes,neighborhood=or surroundingareasstart to turn for the worse,and mobile homeownerswill moveto more
secureeconomicareasandneighborhoodsvhere valuesnormallyincreaseat or abovethe average Reversanortgage
borrowersare not ableto do this, andare thusunableto movewhenvalueissuesare likelyto arise,andthus, havealessthan
averagechanceof beingsituatedin a proper neighborhoodfor appreciationto be expected.

Baseduponthe above,we believethat it is a significantfallacy,and actually,a deceptivetrade practice,for the reverse
mortgageindustryto tell homeownersthat their homescanbe expectedto go up in valuebasedupon statisticalaverages
now beingused.

Further,4%asa normalprojectionrate seemdudicrouswhenthe averagehomerate valueincreasen the last20 yearsin the
United Stateshasbeenonly 3.4% before takinginto accountthe issuesdescribedabove.




WISDOM ABOUT YOUR HOME

Buyinga completedhomefrom areputablecontractoror builderwith excellentwarranties,after close
inspection,isacceptable.

Buyinga homethat you will remodelanytimesoon,or buildingyour own home,canbe a muchmore
expensiveunpredictableandstressfulexperience.

Buyinga usedhomewith closeinspectionthat includesreviewfor mold and Chinesewallpaperis
normallythe bestmove.

Pleaseseea psychologisbefore concludinghat you needmore than 3,500squarefeet to live a
comfortablelife with your family. Anythingover 3,500squarefeet is luxuryor for in fawsor more than
two children.

Oneof the bestthingsaboutanyhouseiswho the neighborsare. It maybe a greatstrategyto raise
your childrenin anuppermiddle classenvironment,andnot in a “rich peopleonly” gatedcommunity.

Yourhomewill growin valueat lessthan average pecauseyour homeis oneyearolder everyyear.




WISDOM ABOUT YOUR HOME,
CONTINUED

1 dividedby 60 yearsis 1.667%depreciationper year. If housesare goingup by 4%a year,then your
houseis goingup in valueby 2.33%a year,andyou haveto maintainit!

If acquisitionandsellingcostsare 10%,then you haveto live in the home4.3 yearson averageto
recoupthe costof buyingandsellingit.

“I would rather rent than own” is not a bad conclusionf youwould otherwisebuy a housethat is
too smallor not where you will eventuallysettle.

Statisticallyspeakingthere isasmuchchanceof losingmoneyasthere isin makingmoneyif you will
hold a housefor lessthan 4 years.

Themoneyyou setasidefor your future “dreamhome” in ten yearswill hopefullygrow at a much
higherrate than 2.33%per year. Alongterm conservativelhallocatedstockandbond or mutual
fund equivalentportfolio mayaveragel0%overten or twenty yearsby comparisonanddoesn’t
leakwhenit rains,developmold, or needto be repaintedor redecorated.




DEFINITION OF TENANCY BY THE
ENTIRETIES

Joint tenancy with right of survivorship is not enough — TBE requires “the 6
unities:”

Unity of possession - both spouses have joint ownership and control.

Unity of interest - each spouse has the same interest in the account.

Unity of time - the interests of both spouses in the asset must originate
simultaneously

Unity of title - both spouses must have ownership under the same title.

Survivorship - on the death of one spouse, the other spouse becomes
the sole owner of the TBE property. A general power of appointment
given to one spouse over joint assets may vitiate TBE status.

Unity of marriage - of course, the owners must be legally married

under Florida law.

Non-residents who own property in Florida can also claim the tenancy by the
entireties immunity. In Re Cauley, 374 B.R. 311, 316 (Bankr. M.D. Fla. 2007)




SPECIAL TENANCY BY THE ENTIRETIES
ISSUES

Joint Accounts. Not with USAA, Strong Mutual funds and many others. You must
read the account agreement to be sure. Better to set up a TBE LLC to own
accounts.

Stock Certificates and Shareholder Agreements.
Tax Reporting and Tax Refunds.
Tangible Personal Property.

Automobiles and Other Registered Vehicles.

Real Estate Owned Outside of Florida.




Medical Practices can be Owned by a
Physician and His or Her Spouse as Tenants by
the Entireties

Many professionabssociationgnd professionalimited liability
companiesare convertedto regularcorporationsand LLCgo allow for TBE
ownership.

Thiscanbe veryimportant whena physicianeavesone practiceand
startsanewoneor joinsa new practice,and maybe suedfor thingsthat
occurredin the prior practice,or outsideof the new practice.

In addition, practiceinterestscanbe ownedundertrusts for children
to help saveincometax.




Tenancy by the Entireties
Coupled with Charging Order Protection
for a Married Couple

SPOUSE SPOUSE
TBE

5%V
96.5%NV

IRREVOCABLE
TRUSTFOR
CHILDREN

5%V
2.5%NV

FAMILYLLC

InvestmentAssets




A Florida Physician’s Guide to
Wages and Wage Accounts

Floridalaw provideslimitations uponthe accesghat creditorsmayhaveto “wages”and“wage accounts’earnedand
fundedby Floridaresidents.

FloridaStatute Section222.11providesthat wagesearnedby a headof householdwill generallybe immune from
creditors.

Headof householdhasbeendefinedto meanthat the wageearnerprovidesmost of the supportfor themselvesand
other family members. Forexample wherethe wageearner’'sspouseearnsmore than the wageearner,the wage
earnermaynot qualify as“head of householdfor creditor exemptionpurposesunlessit canbe shownthat the
actualwagesearnedby suchpersonprovide more than half of the supportfor at leastone other family member.

Wagesdo not includedividendsthat are paid attributable to ownershipof a professionapractice,asopposedto
beinglabeledaswages. Wagesare subjectto employmenttaxes.

Afamily memberbeingsupportedshouldbe arelative,or maybea non relative,who actuallyresidesin the
householdwith the wageearner.

Somecourtshaveindicatedthat wherethe wageearneris a shareholdernn a closelyheld corporation,and canthus
manipulatebetweenwhat would be receivedaswagesand what would be receivedasdividends then no wagesmay
be protected. Theseunfortunate bankruptcycourt decisionshavenot beenappealed and point out the importance
of takingreqularpaychecksnd havingarm’stength employmentagreementsn placesothat wagesare paid
periodicallyin atraditional mannerto enhancethe probability that they will be protected.

If wagesare “creditor exempt,”then it isimportant to maintainthe creditor exemptstatusof the wagesby depositing
them into anaccountor other investmentsthat will alsobe creditor exempt.




A Florida Physician’s Guide to
Wages and Wage Accounts

Other creditor exempt assets that wages may be “converted to” can include paying down the mortgage on a protected home,
investing the paycheck directly into a properly titled annuity contract or life insurance policy, funding a tenancy by the entireties
account where the wage earner’s spouse would not be sued by the same creditor as the wage earner, or making deposits into
a wage account.

Physicians who have monies or investments that are not creditor exempt might be well advised to spend down the non creditor
exempt savings, while accumulating wages in a wage or other protected account.

The Florida statutes do not explicitly impose any ownership, titling, naming or other specific requirement for an account to
qualify as a wage account. A “wage account” can be owned by the physician earner, or may be held as tenancy by the
entireties by the physician earner and the physician’s spouse.

Most, if not all, married physicians whose spouses do not practice with them will be better protected by depositing their wages
into a tenancy by the entireties account so that the wages may be safeguarded for two reasons: (1) the wage exemption rules
as described above will apply, and (2) to “invade” a tenancy by the entireties bank account, a creditor must have a judgment
against both spouses or show that the transfer into the account was Fraudulent transfer. If a wage check is a creditor exempt
asset, then the deposit of the wage check directly into a protected tenancy by the entireties account should not be considered a
Fraudulent transfer.

Many physicians and bankers waste a lot of time opening “wage accounts” where tenancy by the entireties accounts or other
vehicles are just as, if not more, protective and would qualify as wage accounts anyway.

The statute simply says that wages are protected for six months in the account so long as they can be traced, and thus are not
confused with non-wage or older wage deposits that would not be protected.

It makes sense to have an account funded solely by wages, and to “empty the account” into other exempt investments, at least
every six months, so that there would never have to be a tracing and proof analysis as to wage money protection.




CHOICES AND FACTORS WITH RESPECT TO ALLOCATION & PAYMENT OF
MEDICAL PRACTICE INCOME FOR THE PRACTITIONER

PAYEE

| [CREDITORROTECTENFLORIDA?| |

CurrentTaxes/Expenses

TaxCutsand JobsAct

Ownedby Physiciaror as
Tenantshy the Entireties

PensionPlans

Yes

Costsfor staff andto maintain
plan— spouseon payroll to
justify additional contribution.
Highesttax B9.6%.
Nonqualified planssubjectto
3.8%Medicaretax

Highesttax bracketis 37%.

Childrenon the Payroll

Yes- If goesto RothIRAIn the
nameof the child.

Childin lower rate (Lowest
bracket— 10%)but 15.3%
employmenttaxesapply.

Lowestbracketwill be 10%.
StandardDeduction= $12,000
Singleor $24,000MFJ

S
CORPORATION

Wagespaid to Doctor

If Headof Household Florida
Statute 222may apply — deposit
directly into protected account.

15.3%employmenttaxeson first
$127,200and then 2.9%over
$127,200plus .9%tax on wages
exceeding5200,0000r single
personand $250,000f0r married
joint filers

Repealof additional 0.9%tax
not mentionedin new Act

PRACTICE
ENTITY

Dividendsto owner of
entity.

Onlyif owner is protected— such
astenants by the entiretiesor a
family limited partnership
owning the entity.

Not subjectto payroll taxes—
but could be recharacterizedy
IRS and not subjectto the 3.8%

Medicaretax unless
distributions representincome
from passivesources

BusinesdncomeDeductionof
20%o0f QualifiedIncome

Repealof 3.8%Medicaretax
not mentionedin new Act

Spouseon payroll.

Yes,if spouseis safe.

15.3%employmenttaxeson first
$127,200and then 2.9%over
$127,200plus .9%tax on wages
exceeding$200,000for single
personand $250,000f0r married
joint filers

Repealof additional 0.9%tax
not mentionedin new Act

Rent

Yes,if renting entity is
protected. Theyprotect PA
assetsif landlord haslien to
enforcerent on long term lease.

6.8%salestax
Subjectto the 3.8%Medicaretax
for singletaxpayerswith MAGI
over $200,000and MFJ
taxpayerswith MAGIlover
$250,000.

Repealof 3.8%Medicaretax
not mentionedin new Act

Statesalestax isreducedto
5.8%o0n commercialreal
property rentals

Interest owed to related
parties.

If related party is protected.

Deductibleasinterest—
receivingparty paysinterest
income.

Interest expensenot
eliminated.




DISABILITY INSURANCE AND
DISABILITY
INSURANCE PROCEEDS

Florida Statute Section 222.18 exempts disability payments from
creditors.

Even lump sum proceeds resulting from settlement of a claim
against a disability carrier will be exempt according to the Florida
Supreme Court. Zuckerman v. Hofrichter & Quiat, P.A., 646 So.2d
187 (Fla. 1994).




PENSION PLANS AND IRAS ARE
PROTECTED

Florida Statute 222.21 provides immunity from the creditors of any owner,
participant in, or beneficiary of any money or assets payable to an owner, a
participant, or a beneficiary from, a fund or account that is maintained in
accordance with any plan or governing instrument pre-approved by the IRS as
exempt from taxation under specified sections of the Internal Revenue Code.

This Florida statute provides exemption for pension, IRA and other “retirement
accounts” which qualify under Internal Revenue Code Sections 401(a), 403(a),
403(b) and 408, 408A, 409, 414, 457, and 501(a). The new Bankruptcy Code
provisions protect plans which are provided under Sections 401, 403, and 408.

Further, creditor immunity is provided for pension plans that have received
determination letters from the IRS. These protected plans must be maintained
in accordance with the applicable rules for tax qualification.




PENSION PLANS AND IRAS ARE PROTECTED
(CONT.)

The legislature confirmed by statutory change of Florida Statute Section 222.21 that
beneficiaries of pension IRA and other qualified retirement accounts can receive these and
maintain them as a creditor exempt asset, notwithstanding that the beneficiary may have
personal creditors.

Beneficiaries who reside outside of Florida will only be protected if similar protection applies
in their home state.

The above statutory change retroactively overrode a widely criticized 2009 Second District
Court of Appeal Decision (Robertson v. Deeb, 16 So. 3d 936).

But what about for beneficiaries who reside in states that do not protect IRS proceeds.

Better in many cases to have IRA and pension benefits payable to protective trusts with
“stretch provisions” or “conduit trusts” in many cases.




Comparison of maximum contributions

Defined Defined Maximum Contribution

Contribution Benefit for a Cash Balance Plan
Employee age 60 $62,000 $254,000 $261,000
Employee age 55 $62,000 $194,000 $203,000
Employee age 50 $62,000 $148,000 $158,000
Employee age 45 $56,000 $113,000 $123,000
Employee age 40 $56,000 $ 87,000 $96,000

PermanencyrRequirement- Adefinedbenefit or cashbalanceplan mustbe “permanent”, which normallymeansthat
it will be in placeat leastfive years,unlessthere are circumstance®eyondthe reasonablecontrol of the Employer.

Anticipates 401(k) plan catch-up contributions.

Please note: The above numbers are approximations. Actual results will vary based on
actual census data, plan assumptions and plan experience.

The presenters would like to thank Stephen Evers at Ascen sus TPA Solutions for providing us with this slide.




JOHN SMITH
A Combination 401(k)/ Profit Sharing/ Cash Balance Plan
For the Plan Year 01/01/2017 - 12/31/2017
CONTRIBUTION REPORT - DETAIL

Total Contribution

Considered Cash Balance Profit Sharin
POH Class Last Name First Name Earnings " 5
e A SMITH JOHN 56 65 270,000 ‘., .. o 8,100 7 , . 06.469 76.5 206469 765 942
B JONES TOM 27 65 22,724 908 4.0 1,832 85 2840 125 2840 125 13
B DOE JANE 37 65 28,948 1,158 40 2,461 8.5 3618 125 3618 125 1.7
B WHITE AMY 47 65 24,394 976 40 2,073 85 3049 125 3049 125 1.4
B ADAMS MARTHA 39 65 25,284 1,011 4.0 2,149 8.5 3,160 125 3,160 125 14

Legend: P- Principal, O- Owner, H- Highly Compensated Employee

CONTRIBUTION REPORT - SUMMARY

Total Contribution

Considered Cash Balance Profit Sharing

Earnings | Amou
Principals 270,000 198,369 735 8,100 3.0 206,469

76.5 206,469 76.5 94.2

Non-Principals 101,350 4,054 4.0 8,615 8.5 12,669 125 12,669 125 58

Grand Total 371,350 202,423 545 16,715 45 219,138 59.0 219,138 59.0 100.0




EMPLOYEE CENSUS FORM

Name of Employer:

Provide complete information for all employees employed during the yearyven if they have terminated.

Date of Date of Date of Annualized W-2 Hours Ownershig
Employee Name Birth Hire Termination Compensation | per Week %




Yes, Your IRA Can Own aBusiness- the ROBS

Excerpt from Leimberg LISI Newsletter #668, 07-Feb-17,

thanks to Steve Leimberg. Full copy available upon request.
Subject: Brandon Ketron & Alan Gassman: Can | Use My IRA to Stara Business? Maybe,

But With Great Power, Comes Great Responsibility.
EXECUTIVE SUMMARY:

One potential way for an entrepreneur to fund a new business is with his or
her retirement plan assets. This is known as a Rollover as Business Start
Up Plan (ROBS).

A typical ROBS plan involves forming a new C-Corporation and adopting a
simple 401(k) plan. The entrepreneur can then roll over his or her IRA
account into the new 401(k) plan. The 401(k) plan then purchases stock in
the new corporation. This results in the funding of a new corporation with
the entrepreneur's former IRA account.i

While ROBS Plans do not violate the prohibited transaction rules per se,
the IRS heavily scrutinizes these plans to ensure their compliance with
these complex rules. If a Plan Participant engages in a prohibited
transaction, the plan will be disqualified and result in a deemed taxable
distribution of the entire account balance, which will also be subject to the
10% excise tax if the Plan Participant is under the age of 39 4.

It is important to note that while a ROBS plan may satisfy the retirement
plan rules initially, any failure to comply with the rules during the life of the
plan will also result in a deemed distribution of the entire retirement plan.




Roth IRA Conversion

Convertingan IRAto a RothIRAand payingthe incometax triggeredfrom
unprotectedassetanaybe a usefulandeasyto implementassetprotection
step.

If state law protectsboth the IRAandthe post conversionRothlRAthe
conversionwill useup liguid assetsheld outsidethe protection of the IRAS,
e.g.,fundsin a brokerageaccount,to paythe incometaxtriggeredon the
conversion.Theresultwill be full posttax dollarsprotected by the RothIRA
rather than merelypre tax dollarsprotectedin the regulariRA.

RothIRAshaveno mandatorydistributionrulesfor the planholdersodollars
will not haveto be removedfrom that protective structure asthey
eventuallywill from aregularlRA.




Article Excerptfrom AlanGassman’s Forbédlog— August3, 2018

BEIA
9,930 views | Aug 8, 2018, 4:47 pm

New IRA Guidance On Pre-
Kindergarten 529 Plans And Other

Issues

Alan Gassman Contributor ©
Retirement
1 write about tax, estate and legal strategies and opportunities.

529 College Savings Plans are like mutual funds, but the growth is never subject to tax as
long as the Plan is used to pay college and graduate school tuition and permitted living

expenses.

The 2017 Tax Act added a provision which allows 529 Plans to be used to pay up to
$10,000 per year for each student in kindergarten through twelfth grade.

While many Plan sponsors have not yet modified their platforms to permit pre-college
distributions, any 529 College Savings Plan can be converted to another Plan. Conversions
are easy to accommodate, so if the Plan contributed to does not offer this feature when the
child is ready, the Plan can be converted to one that does. Families should also know that
the beneficiary of the Plan can be changed annually, so those cute little grandchildren
better behave and send holiday cards if they want to stay in private school.

On July 30, 2018 the IRS confirmed that new regulations will limit the per year pre-
college amount to $10,000 total per child, even when multiple 529 Plans are established
for one child. This means that grandparents from both sides of the family cannot fund 529

Plans that would pay $20,000 a year of combined tuition, which would have been nice.




529 Plan for K-12 and College Eductation

Year/Child's Age Beginning Balance Contribution | Withdrawal G:Z;:;h Ending Balance
1 S - S 75,000 | S - S 4500|S 79,500
2 S 79,500 | S - > - S 4770|S 84,270
3 S 84,270 | S - S - S 5056]|S 89,326
4 S 89,326 | S - < - $ 5360|% 94,686
5 S 94,686 | S . S (10000)|S 5081|S 89,767
6 S 89,767 | S 75000 | S (10000)|S 9,286 S 164,053
¥ S 164,053 | S - S (10000)|S 9,243|S 163,296
8 S 163,296 | S - S (10000)|S 9,198|S 162,494
9 S 162,494 | S - S (10000)|S 9,150(S 161,644
10 S 161,644 | S - S (10000)|S 9,099|S 160,742
11 S 160,742 | S 75000 |S (10000)|S 13545|S 239,287
12 S 239,287 | S - S (10000)| S 13,757 | S 243,044
13 S 243,044 | S - S (10,000)|S 13983(S 247,026
14 S 247,026 | S - S (10000)({S 14,222|S 251,248
15 S 251,248 | S - S (10000)|S 14475|(S 255,723
16 S 255,723 S 75,000 | S (10000)|S 19,243 | S 339,966
17 S 339,966 | S - S (10000)|S 19,798 | S 349,764
18 S 349,764
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tunately, educational savings plans were not immune
from this broad market collapse. Indeed, recent statis-
tics indicate that there were 11.1 million 529 plan ac-
counts and that their value fell 12.4% in the fourth
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ANNUITY CONTRACTS

Florida offers unlimited protection of life insurance and the cash values of
annuity contracts. The life insurance and annuity industries have come to
market with mutual fund wrapped products that provide income tax deferral
and creditor protection for policyholders and their families.

Florida Statute Section 222.14 provides as follows:

Exemption of cash surrender value of life insurance policies and annuity contracts from
legal process.r iThe cash surrender values of life insurance policies issued upon the lives
of citizens or residents of the state and the proceeds of annuity contracts issued to citizens
or residents of the state, upon whatever form, shall not in any case be liable to
attachment, garnishment or legal process in favor of any creditor of the person whose life
Is so insured or of any creditor of the person who is the beneficiary of such annuity
contract, unless the insurance policy or annuity contract was effected for the benefit of

such creditor.

This applies to variable annuities pursuant to a Florida
Supreme Court decision.




LIFE INSURANCE

The life insurance exemption language is contained in Florida Statute
222.14:

The cash surrender values of life insurance policies issued upon the lives of
citizens or residents of the state and the proceeds of annuity contracts
iIssued to citizens or residents of the state, upon whatever form, shall not in
any case be liable to attachment, garnishment or legal process in favor of
any creditor of the person whose life is so insured or of any creditor of the
person who is the beneficiary of such annuity contract, unless the insurance

policy or annuity contract was effected for the benefit of such creditor.

This is a shield against any creditor of the person whose life is so insured. It is not
a shield for a debtor who owns a life insurance policy on someone else’s life!

It is also not a shield for the beneficiary of the policy. In In re Zesbaugh , 190 B.R.
951 (Bankr. M.D. Fla. 1995). Better to have the policy payable to protective
trusts than individuals or other entities!




Tax Talk

Minimum Corridor Test lllustration
$100,000 Cash Surrender Value
Minimum Death Benefit

Age
$300,000.0025 35 45 55 65 75 85 95 100
$250,000.00
$200,000.00 \
Value $150,000.00 : .
$100,000.00 i S
$50,000.00
$-
OWWWLWLWOLWLW O LW
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—
Age

+Minimum Death

Benefit

Cash Surrender Value

Insured's Age  Percentage
40 or less 250%
45 215%
50 185%
55 150%
60 130%
65 120%
70 115%
75 105%
80 105%
85 105%
90 105%
95 or more 100%




Guaranteed minimum interest ra

teCombines premium

Death benefit is

Lifetime : : . . No loss of cash valusg
. . on investments accumulated in  and death benefit guaranteed if : .
Provides protection . - e . in negative stock
. the accounts — interest rates afe  flexibility of specified premiums
protection for af for as long as . ' . . market years — rate 0
. . . based on bonds only and can e universal life with | are made timely fo " .
specific period| premiums : L : . . : return will be a portiorn
: higher than the minimum investment choice of a given period of .
are paid . : of index performance
guaranteed variable life years
F'.Xed' i el] . Flexible since thewre set by the Flexible, like . Flexible, like universal
increase at Fixed . i ) Fixed X
policyholder universal life life
each renewal
Not guaranteed; Can generate
Account value minus the depends on significant cash
None Guaranteed . See above
surrender charges performance of value (albeit at a
stocks higher premium)
Option A: mamta'm level death Guaranteed if
Face amount benefit : .
2 BTG of policy if | Option B: face amount increasgs SHEIUITE (ST
policy if death ' policy ) Same options as | timely; accelerated Same options as
e in force as cash value grows ; . o . .
occurs within . ) . universal life death benefit rider| universal life
when death | Option C: death benefit increasg¢s ;
the term » for chronic and
occurs to facilitate a return of all L
. terminal illness
premiums on death
50%; Subject to May lose “no- .
N WG WG Regulation U lapse” guarantee DEPERES e el
N/A Yes Yes No Yes Yes
Yes Maybe Yes No Yes Yes
Yes Maybe Yes Maybe Yes Yes
State State State State State

FINRA and Stat(F




What Alan Tells His Clients About
Buying Term Insurance

. You can ask an independent agent who writes for many carriers to have the client
take the physical so that they can get quotes from several carriers.

. You can ask that all results and quotes be confidential and not given to the bureau
that all carriers belong to and share information with. Once a carrier turns the client
down or "rates" the client all other carriers know.

. This is called an "informal application" and then the carriers can each give informal
guotes for term coverage. If the client likes the quote then he or she can buy it.

. You might spread this among 2 or 3 carriers in case one goes under.

. Better to buy 6 $500,000 policies than one $3,000,000 policy- with separate carriers
for financial security. You can’t reduce the amount of coverage in a life insurance
policy once purchased, but you can terminate smaller policies to adjust coverage
downward when appropriate.

. Sample term rates for "preferred”, "standard" and "standard smoker" individuals at
ages 35, 40, 45, 50 and 55 are as follows:




BUYING TERM INSURANCE

AGE30
PREFERRED STANDARD STANDARBMOKER
MALE FEMALE MALE FEMALE MALE FEMALE
10 Year Term $378 $328 $658 $518 $1,548 $1,218
15 YearTerm $458 $398 $768 $688 $1,918 $1,438
20YearTerm $608 $478 $968 $738 $2,278 $1,638
30 YearTerm $938 $768 $1,518 $218 $3,908 $3,018
AGE35
PREFERRED STANDARD STANDARBMOKER
MALE FEMALE MALE FEMALE MALE FEMALE
10 Year Term $375 $345 $735 $565 $1,685 $1,345
15 YearTerm $515 $415 $915 $805 $2,135 $1,775
20 YearTerm $665 $565 $1,105 $945 $2,885 $2,265
30 YearTerm $1,015 $825 $1,735 $1,375 $4,705 $3,555




BUYING TERM INSURANCE

AGEHO0
PREFERRED STANDARD STANDARBMOKER
MALE FEMALE MALE FEMALE MALE FEMALE
10 Year Term $505 $435 $925 $785 $2,405 $2,005
15 YearTerm $655 $575 $1,215 $35 $3,125 $2,485
20 YearTerm $865 $745 $1,505 $255 $4,345 $3,185
30 YearTerm $1,495 $1,135 $2,46 $1,985 $7,175 $5,275
AGESQ
PREFERRED STANDARD STANDARBMOKER
MALE FEMALE MALE FEMALE MALE FEMALE
10Year Term $1,235 $1,025 $2,145 $1,625 $6,435 $4,295
15 YearTerm $1,785 $1,235 $2,805 $2,065 $7,825 $5,725
20YearTerm $2,225 $1,625 $3,425 $2,715 $10,425 $6,865
30 YearTerm $4,025 $2,645 $6,245 $4,785 $13,719 $10,109
AGEG0
PREFERRED STANDARD STANDARBMOKER
MALE FEMALE MALE FEMALE MALE FEMALE
10 Year Term $3,098 $2,198 $4,808 $3,278 $13,028 $8,308
15 YearTerm $4,488 $3,048 $7,088 $5,218 $17,658 $12,978
20YearTerm $5,798 $4,078 $9,488 $6,668 $22,048 $15,058
30 YearTerm NotAvailable NotAvailable NotAvailable NotAvailable NotAvailable NotAvailable

o

=




A LOGICAL GUIDE TO SELECTING BUY/SELLAGREEMENT
ARRANGEMENTS-TRADITIONAL CHOICES ARE NOT

ALWAYS THE BEST
BY ALAN S. GASSMAN, J.D., LL.M.

A. Entity Redemption Arrangements. The company owns the life insurance policy and is the beneficiary thereof. Upon
receipt of the life insurance proceeds, the company is to use such proceeds to buy out the deceased owner.

Will there be enough money to (A) buy out the deceased owner and (B) have the deceased owner released from any
and all guarantees and obligations associated with the business?

1. If it is not practical to have the deceased owner released for contractual or other reasons, should the part of the life
insurance proceeds that would otherwise be kept by the company as key man insurance be escrowed pending
satisfaction of all releases that the deceased owner may have responsibility for.

2. How can the deceased owner's family be sure that the monies received from the life insurance policy will actually
be used to satisfy contractual buy-out agreements?

3. What if the company claims that for some reason the agreement is not enforceable or that there are claims against
the deceased owner that offset what would be paid to him or her.

4. What if the company has a major creditor claim against it (what if the deceased owner died in a car accident that he

or she caused while driving a company vehicle and the company is now being sued by others who died in the
accident?) .

5. What if the company goes into bankruptcy and the family of the deceased owner becomes just another creditor in a
bankruptcy proceeding?

6. For income tax purposes the remaining shareholders do not get a stepped up basis for the stock purchased.. The
stock simply becomes treasury stock.




A LOGICAL GUIDE TO SELECTING BUY/SELL
AGREEMENT ARRANGEMENTS-TRADITIONAL CHOICES

ARE NOT ALWAYS THE BEST
BY ALAN S. GASSMAN, J.D., LL.M.

B. To avoid the above potential problems consider a cross-purchase agreement?

Each owner may own the policy or policies on the other owners. Thus the policy proceeds should be
protected from creditors of the company.

Also, each purchasing shareholder will get a tax basis in the purchased stock equal to the purchase price
thereof.

1. However, policy proceeds will not be protected from creditors of the surviving owner who would receive
policy proceeds.

2. Also, contractual disputes could result in the surviving owner using the funds for other purposes while
litigating over the obligation to pay and becoming insolvent.

3. Further if there are more than 2 shareholders, the on the death of one the policies owned on the others
would need to be transferred to rebalance between them, thus causing issues under the transfer for value
rules. For example, if there are 4 equal shareholders there have to be 4 polices each owned 1/3rd each by
each 3 shareholders on the fourth, and if one leaves the company the remaining 3 policies have to be
readjusted as to ownership.




SEAL OFF LIABILITY WHEREVER YOU
CAN:

A. Uselimited liability entities.

B. Useseparateentitiesfor separateoperations.

C. Exporor otherwiseavoidactivitiesor functionswhichinvite
liability.




FIREWALL PROTECTION

Use Firewall Protection and Multiple Entities
Where Possible:

A. Two cabs in each LLC.

B. Rental properties under separbt€’s managed by a judgment-proof
nephew who needs to earn money.

C. Putthe business that may be sued uad®mmpany that is separate from a
large portion of the assets and indetual property associated therewith.

D. Maintain proper corporate formalities.




POSSIBLE FAMILY LOGISTICS FOR A SUCCESSFUL
BUSINESS AND ESTATE PLAN

SPOUSE 2 SPOUSE 1 SON
Has Prenuptial
Agreement
with Spouse
Low Interest
Note owed
to Husband
SPOUSE 2's SPOUSE 1's | fromsale /| TRUST FOR SON's
REVOCABLE REVOCABLE CHILDREN & REVOCABLE
TRUST TRUST SPOUSE 2 TRUST
50%
30%
49% 70%
40% 10% 30% 50%
0, 0
30% 41%
REAL MEDICAL INTELLECTUAL ABC
ESTATE, LLC PROPERTY MANAGEMENT,
) PRACTICE, LLC
(Taxed as . DEVELOPMENT, LLC LLC
Lease (S corporation) ) .
Partnership) A License (S Corporation) (C Corporation)
Agreement

Management Agreement




Managers and officers of a company
can be held personally responsible for
their personal acts If someone IS
Injured or harmed.

Often a “management company” will
be the manager, but who_manages the

management company?




Under the Doctrine of Respondeat
Superior the employer is responsible for
what an employee does.

Normally there Is an exception to this for
iIndependent contractors — but how can you be
sure that a person is an independent contractor

versus being an employee.

A carefully tailored agreement may be essential
as Is the proper design and implementation of
functions and responsibllities.




(CONTINUED)

You may call someone an independent contractor,
but If a jury or state agency decides that they are
an employee, then you may have:

Liability for their actions and inactions.

Liability to support them for the rest of their lives if
they become incapacitated, and you should have had
Worker's Compensation insurance.

Risk of disqualification of your pension plan. Special
language Iin the plan documents may help protect
against this.

Whistleblowers may make a fortune reporting you.




For an e_mpIoKee, Worker’s Compensation
Law requires the payment of insurance, and
limits the liability of the employer If the
Insurance Is In place.

Example: An employee is killed when another
employee neg]llgen ly ~ operates equipment. The
deceased emé) oyee’s estate receives a payment from
the Worker’s Compensation carrier, and the employer
has no liability.

If the person killed had been an independent
coFtratctccl)r, then the liability of the employer could be
unlimited.




EMPLOYEE DISCUSSION: APPLICANT STATEMENT

APPLICANT'STATEMENT:
| certify that answersgivenhereinaretrue and completeto the bestof my knowledge.

| authorizeinvestigationof all statementscontainedin this Applicationfor Employmentasmaybe necessaryn arriving
at anemploymentdecision.

| further authorizeGassmanCrotty & Denicolo,P.A.accesgo reports preparedby anycredit reporting bureauor
agencyanddirect suchagenciego providea copyof my report at the requestof GassmanCrotty & Denicolo,P.A.

Thisapplicationfor employmentshallbe consideredactivefor a period of time not to exceed45 days. Anyapplicant
wishingto be consideredior employmentbeyondthis time period shouldinquire asto whether or not applicationsare
beingacceptedat that time.

| herebyunderstandand acknowledgehat, unlessotherwisedefinedby applicablelaw, anyemploymentrelationship
with this organizationis of an“at will” nature, which meansthat the Employeemayresignat anytime andthat the
EmployemaydischargeEmployeeat anytime with or without cause. It is further understoodthat this “at will”
employmentrelationshipmaynot be changedoy anywritten documentor by conductunlesssucha changeis
specificallyacknowledgedn writing by an authorizedexecutiveof this organization.

Inthe eventof employment,| understandthat falseor misleadingnformation givenin my applicationor interview(s)
mayresultin discharge.l understand,also,that | amrequiredto abideby all rulesandregulationsof the Employer.

Signatureof Applicant: Date:




EMPLOYEE DISCUSSION: AUTHORIZATION FOR RELEASE

AUTHORIZATION FOR RELEASE OF INFORMATION FOR BACKGROUND INVESTIGATION

In consideration of my application for emplovment (including contract for services) with GASSMAMN,
BATES & ASSOCIATES, P.A. I authorize GASSMAN., BATES & ASSOCIATES, P.A., acting on its own or
as an agent of any other company or organization and their respective agents. to conduct and report resecarch and
share with each other. information about my background including. but not limited to, information about my prior
cmployvment, education, driving record. consumer credit history, criminal record. workers compensation claims
and general public records history.

Further. Iunderstand that an investigative consumer report may be requested from various Federal, State,
Local and other agencies. I understand that such an investigative report may contain information about my
background. mode of living, character and personal reputation: and that I am entitled to be advised of the nature
and scope of the investigation requested within a reasonable time after I ask for this information in writing.

IHEREBY AUTHORIZE, WITHOUT RESERVATION, ANY PERSONS, AGENCY OROTHER
ENTITY CONTACTED BY GASSMAN, BATES & ASSOCIATES, P.A. TO FURNISH THE ABOVE
MENTIONED INFORMATION.

I understand that any investigative consumer report requested will be used strictly for employment
purposes as defined under the Fair Credit Reporting Act §603(h). as a report to be used for the purpose of
evaluation for employment., promotion reassignment or retention as an employee. Irelease GASSMAN.BATES
& ASSOCIATES, P.A_, their respective officers. directors, employees and agents, and all persons, agencies, and
entities providing information or reports about me from any and all liability arising out of the release of any such
information or reports.

The information requested below is needed for th purpose of positive identification and to complete
verification procedures (Please print clearly).

MName:

Other Names Used (maiden, alias):

Social Security Number: Date of Birth:

Race:

Dnvwver’s License Number:

Present Address:

City/State/Zip: From (mo/vr): to

Present Phone:

Cell Phone:

Prior Adddress #1:

City/State/Zip: | From (mo/vyr): to

Prior Adddress #2:

City/State/Zip: | From (mo/vr): to

Signature: Date:




EMPLOYEE DISCUSSION: PROBATIONARY PERIOD
ACKNOWLEDGMENT

Employee
90 Day Probation Notification Confirmation

EMPLOYEE NAME

[Please Print]

As you become an employee, we wish to imfo you that all employees are governed by a
90-day probationary period.

The Florida Unemployment Compensation Lav provides that any claimant who has
voluntarily left work without good cause orhas been discharged by the new employer
for unsatisfactory job performance within the 90-day probationary period, shall be
disqualified from receiving benefits.

Please sign below that the 90-day probatimary period has been explained to you.

EMPLOYEE SIGNATURE:
Date:




EMPLOYEE DISCUSSION: COMPANY POLICY ON
SEXUAL HARASSMENT

GASSMAN, CROTTY & DENICOLO, P.A. will not toleratearassment of any kind toward any of its
employees. We have taken steps tqut you from harassment in the workplace.

Your cooperation is vital for your ptection and well-being. Please ebsg the following procedures and
know your rights as stated below:

It is against our policy for any worker, whether male or fleqta harass another workenwords or actions. Each of
the following is against our policy.

Making unwelcome sexual advanaasrequesting sexual favors;

Makin? comments on a worker’s physical appearand®dy, or making comments on a worker’s presumed
sexual habits, preferences, desires, etc.;

Touching or caressing a worker without the worker’s prior, express permission;
Displaying obscene or sexually-oriented or suggested plamgy drawings or other visual or oral material;
Engaging in obscene or sexually-oteth gestures, activities or comments;

Creaiting an intimidating, hostile or offensive workvg@onment to any employee or any class or group of
employees.

It is against our policy for any workéw use a worker’s submission tor_e[_ection of the laove conduct by another
worker as a factor in‘any emplogmt decision affecting the workeutsmitting to or rejecting the conduct.

We will not condone an?/ harassment of employees. Aflleyees, including, but not limited to, supervisors and
management personnel, will be subjecsevere discipline, includingstiharge for any massing behavior.

Any employee who feels victimized by harassment should imateddireport it to any Iaw?/er working for the law firm
or any management personnel, or an employmentdaamployed by the aw firm (we will pay for the

expense of any such notification). We will undertake afaamvestigation, which manclude interviewing other
employees who have knowledge of tlleged incident or similar situation¥our complaint, alonc};]yvlth the _
investigative steps and findings, will dHecumented as thoroughly as possil#flay appeals from this decision will be
handled in accordance with agispute resolution procedures.

No employee will be subject to any form of retatia or discipline for pursuing a harassment complaint.




EMPLOYEE DISCUSSION: COMPUTER USAGE
ACKNOWLEDGMENT

ACKNOWLEDGMENT

THEUNDERSIGNE&) Employeeof GASSMANCROTTE
DENICOL®,A. doesherebyacknowledgehat with respectto e mailand
Internet accessn the office on the computersthat | operate,that
GASSMANZROTT& DENICOL®,A.doesperiodicallymonitor the use,
andmaydo sowithout notice. | understandthat the computersystemis
for businessiseonly, andthat my activitieson the computerfor personal
usewhenl am®“off the clock”maybe monitored. TheaboveincludesAOL
InstantMessengerMSNMessengerandanyother instantmessenger
service. Emplo¥eeagreemot to downloadanyprogramsfrom the
Internet without approval.

“Employee”




EVALUATE ALL RELATIONSHIPS
FOR POSSIBLE ISSUES.




Written agreements with exculpation clauses, arbitraion clauses, and lawyer fee clauses can be essential -
or horrendous — depending on whose side you are on.

Have customers, suppliers, contractors and other thid parties sign waiver, hold harmless and releases:

| waive any rights | would have unless you do something really, really bad.

| agree to hold you harmless, and thus pay for any expenses or liabilities you might incur if | pursue you
nevertheless.

| release you from any such liabilities that may occur in the future, unless you are really, really bad (clearly willful
misconduct or gross neglect).

Consider arbitration provisions to apply to key employees for the following reasons:

Privacy

Avoidance of runaway juries.

High arbitration filing fees.

Disarms many employment rights’ lawyers.




SMARTOWNERSHIBFA MEDICAIPRACTICE

STATUSUO NEWDOCTORUYSN
DOCTO®R DOCTOR®R
DOCTOR/SPOUSEILY NEWPARTNER DOCTOR/SPOUSHEILY
100% 100% 100%

100%

LLC

(Disregardedwn/ EIN)

MEDICAL
PRACTICE

LLC
(Becomes taxe@s
partnership but with
original EIN)

MEDICAL
PRACTICE




SMARTOWNERSHIBFA MEDICAIPRACTICE
ONEOWNEROCTOR SPOUSEMORBPROTECTIVE

DOCTOR®R
DOCTOR/SPOUSHILY
GIFTINGRUST FOR
CHILDREN
100%
LLC
\ (SCorp)
‘\_/'
2%
98% 12050 100% 100% 100%
—
BUILDINGLC HLE ACCOUNTS
(Disregarded RECEIVABLE
20 year i1 | FACTORING
(20 yearlease) \ LLC
MEDICAL OFFICE MEDICAL COMPANY

BUILDING PRACTICE VEHICLES




SMARTOWNERSHIBFA MEDICAIPRACTICE
AFTERIEWDOCTOR SPOUSEREADDEDO OPREVIOUSLIDE#3) SITUATION

DOCTOR OR

NEW PARTNER & SPOUSE DOCTOR/SPOUSE ONLY

GIFTING TRUST
FOR CHILDREN

When new partner(s) buy in, the
Disregarded (Medical Practice) LLC
goes from "disregarded” to "taxed as
partnership”, but retains Taxpayer
Identification Number and the Medical
Practice.

ACCOUNTS
RECEIVABLE /
FACTORING LLC

[Taxed as
Partnership)

BUILDING LLC

(20 year lease)

MEDICAL OFFICE MEDICAL COMPANY
BUILDING PRACTICE VEHICLES




A LOGICAL GUIDE TO SELECTING BUY/SELL
AGREEMENT ARRANGEMENTS-TRADITIONAL CHOICES

ARE NOT ALWAYS THE BEST
BY ALAN S. GASSMAN, J.D., LL.M.

3. Generally for tax purposes the policy needs to be considered as owned and payable to the company in a
redemption arrangement or the surviving owner or owners in a cross-purchase agreement. Could a state
court or a bankruptcy court override the trust agreement where there are creditors of the entity in a
redemption arrangement or creditors of the remaining shareholders in a cross-purchase arrangement?

4. There would be a purchase price tax basis for the other shareholders if the Trustee appropriately
characterized as an agent for the other shareholders.



RUN YOUR
BUSINESS
RESPONSIBLY!



NEW PARENT F REORGANIZATION
(SHOWING ACCOUNTS RECEIVABLE FACTORING ARRANGEMENT)



DEBT PLANNING FOR THE MEDICAL PRACTICE AND
PRACTICE REAL ESTATE

Medical Medical
Practice Practice
RealEstate



Medical Medical
Practice Practice
RealEstate



Medical

Practice

SCorp

Medical Medical Practice
Practice RealEstate
QBUB (TaxedasPartnership)



CHART #1

Professional Practice Lien Structure Logistics

Practice Entity borrows money and distibutes to Shareholder professionals

2. Pays bonus or dividepe 3. Pays taxes to IRS

Professional
Practice Entity

2. Pays bonus or dividend

1. Loans money

3. Pays taxes to IRS

Accounts Receivable
Furniture & Equipment



CHART #2

Professional Practice Lien Structure Logistics

Shareholders borrow money — Professiondtntity provides credit enhancement by
collateralizing assets and guaranteeing debt.

> 3. Buys protected
investments

Professional
Practice Entity

1. Pledges AR,
F&E as collateral

» 3. Buys protected
investments

Accounts Receivable
Furniture & Equipment

Gets nothing




CHART #3

Professional Practice Lien Structure Logistics

Practice Entity assets and guarantee providkunder loan to separate Building Entity —
Practice and Entity enter into long-term lease.

Dr. A and
: Spouse
Professional P
Practice Entity
3. Long-term lease Dr. B and
1. Gives lien 4. Gives second lien Spouse
Accounts Receivable
Bank Furniture & Equipment o
,( Building

2. Loans money Entity Gets nothing




CHART #4

Professional Practice Lien Structure Logistics

Practice borrows money to purchase deferre@¢ompensation annuity or life products
purchased for professionals and subjedb substantial risks of forfeiture.

4. Pledges money to bank

Pays taxes to IRS?

3. Buys policy, and eac
doctor agrees to work and no
compete, and each doctor

PrOfeSSionaI owns this annuity policy.
Practice Entity

Dr. A owns
annuity or life

policy

3. Buys policy, and each
doctor agrees to work and not
compete, and each doctor

1. Loans money owns this annuity policy.

Pays taxes to IRS?

2. Llen - accounts Receivable

Furniture & Equipment

Dr. B owns

annuity or life

policy

4. Pledges money to bank May claim annuity funding is
income to policy owner




CHART #5

Professional Practice Lien Structure Logistics

Entity for family members derives income fromoperating practice management company, which
buys accounts receivable from practice on inceptiohy borrowing from bank which receives lien
on practice assets.

Dr. B and
Family

Dr. Aand
Family

Professional Assigns AR upon inception Practice

Practice Entity =&Management Entity

Pays percentage of collections and
retains money for services rendered.

Gives lien on
accounts receivable

Loans money to buy
accounts receivable

Furniture & Equipment »

(not accounts receivable) Pledges any “residual interest”
in accounts receivable



CHART #6

Professional Practice Lien Structure Logistics

Historical Practice Entity simply holds furniture and equipment for lease tamew entity held under
partnership structure. New entity can borrow money to pay initial operating expenses. Loan
secured by liens against new entity and old entity.

New
Operating
Entity

Prior
Practice Entity

Doctor and
Spouse

Doctor and
Spouse

Furniture & Equipment
Wind down collection ofAccounts Receivable

Lien

Lien on furniture and equipment Bank Loan




CHART #7

Professional Practice Lien Structure Logistics

New
Operating
Entity

Prior
Practice Entity

Doctor and
Spouse

Doctor and
Spouse

Furniture & Equipment
Wind down collection ofAccounts Receivable

Lien

Lien on furniture and equipment Bank Loan

Practice entity gives lien to each daor to secure his or her right tocontinued and deferred compensation
during the operation of the practice and upon insolvency theof. Then, if Dr. A gets sed for malpractice, Dr. B
may have a valid lien upon his or her applicable poron of the accounts receivable, furniture, and equipment.



EXTENDED LETTER OF PROTECTION ENHANCEMENT
(ELOPE SYSTEM)

To enable a Family Limited Partership and child-owned management entity to derive reasonable
profits for the purchase and administation of letters of protection

S Corporation
Mgmt Co.

ACME
Factoring,
LLC

Family
Limited

Partnership




KNOW

SECTION 199A — TWO MAIN RULES TO

Situation

Result

Taxpayer'S axabldncomeis under $315,000for
Taxpayersnarriedfiling jointly, or $157,500for
singlefilers

No Limitation applies

Limitationis phasedin by the amountTaxabldncome
exceedghresholdamount

1 |Specifiedservice Taxpayer'saxabldncomeis between$315,000r
Tradeor Busines iedfilinaioi
$415’ggg70 rsg%ggeg:no?or:l;c:]ﬂIllgfgiglécilsntly or Example — MFJaxabldncomeof $365,000 Deductionis
' ' 9 equalto 10%of QBI(50%((365815)/100)* 20%
Deduction.
Taxpayer'SaxabldncomeExceed$415,000for )
Taxpayersnarriedfiling jointly or $207,500for singlg No Deduction
filers
Taxpayer'sS axabldncomeis under$315,000for
Taxpayersnarriedfiling jointly, or $157,500for No Limitation applies
singlefilers
Wageand IEBEE @ EVED E MBI b_etvx1_gen$3_lS,000r Limitationis phasedin by the amountTaxabldncome
i $415,000for Taxpayersnarriedfiling jointly or
2 Qualified . - exceedghresholdamount
$157,5006207,500for singlefilers
PropertyTest

Taxpayer'SaxabldncomeExceed$415,000for
Taxpayersnarriedfiling jointly or $207,500for single
filers

| Limitationappliesunless50%of Wagesor 25%of Wages
plus2.5%of QualifiedPropertyare met at the entity level




ITEMS RELATING TO:
INDIVIDUAL TAXPAYERS
QUALIFIED BUSINESS INCOME (SECTION 199A)

Single $160,700 $157,500
Married Jointly $321,400 $315,000
Headof Household $160,700 $157,500

Phase-out
Married Filing Jointly - $321,400 — $421,400

Single/Head of Household - $160,700 — $210,700



AFTER99APLANNING

Complex/678 Trust for

Complex/678Trust

> Complex/678
for Child2

Childl Trust for Child3

$350,000Salary

Medical Practice
ManagementCo.

$1,200,000Management Fee

$857,160 ofincome

Mrs. Jones

ChildL (Marriedw/ ' )
( Chi (Maried! Chids (Siglewl o
HIORELE C1 $100,0000f other income) i
income) | other income)
Distues $2450061 Disirutes S215,0001
Income income
TrustRetingiés, 000 TrustRetzins$65,000
Distirbutes $157,506f
income
Complex/678 Trust for TrustRetaing$122,500
Childt Complex/678Trust
for Child2
0% 1% i Complex/678
TBE 10% Trust for Child3
—Z
Medical PracticéSr
Corporation

$2,800,000 ofncome







WHEN A RELATED TRADE OR BUSINESS S
ed=SSTBncome

BECOMES A PSEUDO-SSTB

SERVICERADEORBUSINESELUSTRATIOBHART

DOCTORS/INVESTORS/RELATED
PARTIES

100%

Non Specifiedervice
Tradeor Business
(NonSSTB)

Entity that
providesproperty,
servicer
products

Entity that
providesproperty,
serviceor
products

n Treatedasa separateSSTRo extentproperty, Can bea199A QualifiedTradeor
Can bea199AQualifiedTrade servicesr productsare providedto commonly Businesso extentproperty, serviceor
orBusiness controlled SSTB. productsare providedto Non SSTB




ASSET PROTECTION CHECKLIST — Page 1

PROTECTEDNNERSHIBATEGORIES

NOTES

LIABINBYLATION

NOTES

Assetexemptby FloridaConstitution,Statute, CommonLawor
FederalLaw. (Note: Theaboveexceptiongio not applyto the IRS,

Make surehousekeeperin taws,andall othersare coveredif they drive

1 FTCSECor other “Super Creditors"suchasthe Departmentof ! your caresor reside inyour residence.
JusticewhenpursuingRIC(perpetrators.)
1(a) | Homestead. 2 Car ownershlpandwhlch parentsignedto be responsiblefor the driving
of aminor.
1(b) | Tenancybythe entireties. 3 | Cadrivingby children, spousessmployeesandothers.
. Firewallprotection providedby LLC’scompaniesand various
i) | Pemsomn [ 4 partnerships(LLP’s, LP&ndLLLP’s).
1(d) | Lifeinsurancepolicies. 5 Triple NetLeasdanguageto protectlandlord— mustgivetenanttotal
control of property.
1(e) | Annuities 6 | Managersmaygetsued.
1(f) | 529Plans 7 | Delegateto managementompany.
1(g) | Disabilityand SocialSecurityBenefits 8 | Guestmaysignreleases.
1(h) | Others 9 | Independent contractoarrangements.
2 ChargingOrderProtection. 10 | Bartenderfor personalparties.
3 Propertyowned byothers. 11 | Naguestsonwaverunners.
4 Property soldfor Note or annuity paymentrights. 12 | Naalcohol servedo anyoneunderthe ageof 21.
Appropriateunderlyingand umbrellaliability insurance- for each
5 Third PartySettledTrusts. 13| property, car,4 wheeler,etc. Butbewareof exceptionsandillegal
situationsthat will not be covered.
6 SelfSettledTrustsin AssetProtectionTrustjurisdiction.
7 Foreign assetgntitiesandaccountsin jurisdictionsthat do not
recognizel.S judgments.
BUSINESSNDINVESTMENCONSIDERATIONS OTIWERISIDERATIONS
A . ) ) . . Incomeand estatetax avoidance- buya felonyto avoidpayingIRS taxes|
Liabilityand casualtyinsurancereview, withpersonaluseinteraction B - .
1 andbusinesumbrellato be considered 1 | orto conspireto help someoneavoidsuchpayment— sameappliesasto
’ debt oweddirectlyto the FDIGand certainother governmentalkreditors.
Marriageanddivorce — exspousecannotinvade TBEassetsheld with
2 Friendlylenders. 2 | newspouseor invadenew spouse’snterestin a homesteador TBE

homestead.




ASSET PROTECTION CHECKLIST — Page 2

BUSINESSNDINVESTMENCONSIDERATIONS

NOTES

OUIBRRSIDERATIONS

NOTES

3 Separateactivitiesand exposures. 3 Impact oan estateplan.
A Leasmgarrangerynentsmth landlord rentright securedby 4 Federahndstate criminal law.
UCQL ontenant’sproperty.
5 | Caruse. 5 Exposuief the advisor.
Exemptions thaapplyon death— do not makelife
6 Carownership. 6 | insuranceor annuitiespayableto an estateor to atrust that
providesthat estateobligationsmustbe paid.
7 Delegateto offshoreemployees. 7 Clienguarantee.
Confidentiality— usean anonymouslyownedLLdrom
Employeecause®f action— makesurethey haveWorkers’ UM D E N € S0 B LlE D SN el
8 Corﬂ gnsation y 8 operationalLLC’'sand Trusteeof Homestead_andTrust,and
P ' file Certificatesof Authority in eachcountywherereal
estateislocated.
EquityStripping— debtsecured bya mortgageor lien on
. . valuableassetsat risk maybe payableto arm’stength
o SR EEUE EpEi) i 2 lendersor related party lendersunderanumberof various
arrangements.
10 | Alcohol atevents. 10 | Make youchildrenselfsupporting.
11 | Usingindependentcontractors. 11 | Getlivorced soonpr not at all.
12 | Client/Patient/SupplieArbitration Agreements.
13 ConsideNewParentFReorganizatiorio separateassets
within acompanywithout triggeringcapitalgains.
14 Considerfactoringaccountsreceivableto arelated
companythat maybe held for descendants.
e Trusteedor Partnership/LL®asedBuy/SellLife Insurance
Arrangement.
16 Considetteasinguseof equipment onatriple net basis— be
sureall activitiesareinsured.
17 | Pensiorcontributions.




THE CPA'S CHECKLIST FOR FLORIDA CREDITOR
PROTECTION PLANNING AND MAINTENANCE

1. Dothe clientsknowabouttenancyby the entireties protection?

2. Arethe clients’ assets held as tenants by the entireties?

a. Were the right boxes checked when they opened an account?

b. Do they have out of state real estate that needs to be placed under a Florida LLC?

C. How will the client’s fund a bypass trust on theftldeath if everything is owned jointly? — Disclaimér
planning.

d. Are Kd'’s being issued to both spouses or to the correct spouse or entity? If a husband and wife awyn S

Corporation stock or a partnership interest as tenants by the entireties is it proper to be issuing separate
Kd's to them for 50% each of the interest?
Often the CPA’s file is the only place to find documentation on how stock and LLC interests are owngd.
How do stock certificates read?

What names are on contracts?

Is property held in a state that allows for tenancy by the entireties?

Have the clients considered a TBE owned LLC or family limited partnership.
Do their LLC’s have proper operative language?

eI

3. Is the homestead more than ¥z an acre within the city limits or more than 160 acres in the county?

Homestead is owned as tenants by the entireties as well?

4. Do they understand that the cash value of a life insurance policy is only protected when it is owned by the ingured
individual?
5. Islife insurancepayableto protectivetruststhat canbenefitthe surviving spousanddescendantsvithout being

subjectto their creditor claims?

Doesthe clientown life insurancepolicieson anyother person if so,it will not be creditor protected.

6. IsthereaninheritedIRA mheritedIRAsare not protectedfrom creditors underrecentFloridacaselaw.




THE CPA'S CHECKLIST FOR FLORIDA CREDITOR
PROTECTION PLANNING AND MAINTENANCE

7. Who is responsible for making sure that LLCs are propeshablished and maintained? An improperly drafted L|.C
will not provide a Florida client with charging order pratgon or tenancy by the entireties status, even if intended
to do so. Many lawyer do not know how to do this properly, so how can accountants and clients themselves even
attempt this?

Single member LLC’s do not have charging order protection.

WARNINGrIt violates the unauthorized practice of law rules to set up LLC’s and to provide legal documents for
LLC's. This puts the CPA firm at risk for malpractice and licensing purposes.

8. Dothe clientsown assetghat maycauseiability, suchasinvestmentreal estate,a businesr evena charitable
activity? Shouldthesebe placedin separatel LCdgor liability insuranceinsulationpurposes?

a. Somelientsthink that a flow throughtax entity allowscreditor claimsto flow through, whichis not of
the case.
b. Many clientsthink that revocabletrusts will shieldthem from creditor claims. Thereis a big difference
betweenavoidingprobate andavoidingcreditors.
C. Whoisthe manager“Exposurenf the manager?
d. Doinsurancecarrierson agencieknow how assetsare owned?
9. Are proper formalities being followed so that one company or person is not considered an alter ego of the qther

for liability insurance insulation purposes.
Are financial statements being prepared? For example, many CPA firms prepare a form 1065 for an entity] taxes
as disregarded simply to help confirm appropriate fiscal conduct and accountability.

10. Is the client being realistic about what their risks and exposures are with respect to potential upside down|loan
situations, guaranties, and real estate debt that maytie renewed. Why do some clients wait until it is too late
A nudge here and there can save significant problems.

~NJ

11. Howmuchshouldthe CPAnow? Will communicationsvith the CPAand other partiesbecomediscoverable?

UnderstandCPAclient Floridalitigation privilege— copiesof letters or informationgivento third partieswill be
discoverable.




THE CPA'S CHECKLIST FOR FLORIDA CREDITOR
PROTECTION PLANNING AND MAINTENANCE

13. Isthe client being accurate and truthful on financial statements provided to lending institutions? How speciitc do
these statements need to be on issues such as joint assets and changes thereto.

Proper footnoting is crucial.

14. Are insurance agencies and carriers aware of exactly what is being insured? |Is the client telling the insyirance
carrier that the car is personal and not for business, while telling the IRS that the car is 90% business and is
owned by a company?

Can someone working for the CPA firm call the applicable insurance agencies to make sure that everything is
coordinated?

Make sure client understands exclusions, such as animais|g) civic activities, church or synagogue activiti¢s,
etc.

15. What is the client’s casburn rate? Are they waiting for the economy to turn around, and what if it does not and
when do they run out of cash?

16. Schedule an annual review?

17. Consider new entities and trusts, including protectivast systems and limited liability entities. Segregate voting
from non woting under entities.

18. Annual input from and participation with qualified lawyer.

19. Debt at the Debtor’s Best Friend

a. Is there one creditor who should be ahead of the others?
b. Are all loans documented by promissory notes and secured by mortgages and/or security agreements?
C. Review various deldssociated strategies, such as crasslateralization and sale lease backs.




Follow U% Checklist for Presentation Entitled:

Esseftia Creditor Piotecion and Reirements PlnningConsierations
Preented by: Alan S.Gassnan, Esq. ragassnan@gassnanpacom

NEEDSOBE | NOT
ITEM DONE DONE SURE DELEGAITE&

1. Malpractice insurancen placewith calendaringor renewal.

2. Corporatemalpracticeinsurancepolicyin placeor considered.

3. Nursepractitioners andnurseshavingseparatepolicies?

4. Insurance foautomobileliability?

5. Employment agreements placeto documentthat wagespaidto the doctor
shouldbe exemptfrom creditor claimsof the doctor.

6. Doesthe PAleasereal estatefrom arelatedentity? Isthere alongterm lease
agreementn placeto insulate theowner entity from accidentson the
property?

7. Doesthe long term leasegivethe landlordentity a UCQL field lien against
the assetsof the medicalpractice?

8. Doesthe medicalpracticeowe moneyto “friendly creditors” like a bank?

9. Arethe medicalpracticeassetsproperlypledgedas collaterafor the loanby
filing of UCQA financingstatements?

10. Will the practiceacquireexpensive equipmentr other assetsghat canbe
held by anentity for the familyto not be ownedby the practice,or that canbe
leasedin the samemanner?




Follow U% Checklist for Presentation Entitled:

Esseftia Creditor Piotecion and Reirements PlnningConsierations
Preented by: Alan S.Gassnan, Esq. ragassnan@gassnanpacom

NEEDSOBE NOT
ITEM DONE DONE SURE DELEGATE&

11. Arethere anyloanson buildings,to family membersor otherwise,that can
be collateralizedby medicalpracticeassets py properdocumentationthat will
normallyincludea guarantyby the practiceentity anda UCQi financing
statement/securityagreementbeingexecuted?

12. Are thereemploymentagreementsn placewhichclearlydelineatewages,
andare wagesbeingpaid and appropriatelythereafter savedin creditor
protectedways? Are dividendsbeingspentfirst andwagesbeingsaved?

13. Arethere separate medicagbracticeendeavorghat shouldbe separatednto
separatecorporations suchasa specialtypractice,a weightlosscenter,and/or
asleepcenter?

14. Assureproperownershipconfigurationto alsocomplywith Floridaanti r
referrallaws.

15. Dothe doctorshavenon competitioncovenants and/ohavethey giventhe
medicalpracticepatientfile rightsthat might conceivablybe enforceableby a
creditor?

16. If ashareholder/physician malgavepersonalcreditor problems,isthe
transferabilityof entity ownershipproperlylimited, and perhapspledgedas
collateralto a “friendly lender?”

17. Arethere Lettersof Protectionor other significantreceivableghat should
perhapsbe factored orotherwisehandledin orderto be lessexposedo
potential creditors?

18. Reviewmaterialswith advisorsfor further possibleitems of follow up?
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