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A message from the Firm:

We began 2011 settled into our new location and, like you, we are enjoying these first few days of spring. We want to let you know of some recent changes, tax and otherwise, we believe will be of interest to you.

Attention, Veterans!  If you are a veteran, or the spouse of a veteran, of any of our armed forces, please read our second article in which Helena explains some of the benefits which may be available to you.  As Helena and her husband, Michael, are both veterans, she has a particular interest in helping our veterans to receive valuable benefits earned through service to our country.

Please enjoy this copy of our second newsletter “The Estate Update.”  If you would like to ensure you receive future copies of the newsletter, please call Barbara at (757) 969-1900 to verify that we have your current e-mail address on file as future editions may be sent by e-mail.  If, however, you do not use e-mail, please let Barbara know to keep you on our mailing list.

Helena and Susan


Congress (Finally!) Makes Significant Tax Changes as 2010 Ends 
By Susan E. Luscomb 
When our last newsletter was prepared several months ago, we were watching Congress, waiting to see whether it would finally address a variety of important tax laws, including estate taxes.  After having taken no action during 2009 or 2010, it was widely expected that Congress, looking for ways to reduce the record deficit and to pay for health care and stimulus bills, would do nothing.  Inaction would result in increased income taxes and a $1 million exemption from estate taxes. Much to the surprise of virtually everyone, a bi-partisan deal brokered in late December led to the extension of 2001 tax cuts and – most surprisingly – the highest exemption from federal estate taxes ever…$5 million!  For married couples, proper planning permits sheltering $10 million from estate taxes. This is good news for most Americans, as a very small portion of our population has assets of this magnitude.  Unfortunately, there is also bad news:  once again, these tax changes have a built-in “sunset” date and last for only two years.  As of January 1, 2012, income tax rates rise and the exemption returns to $1 million, unless Congress again addresses these issues.  The concern remains that our troubled economy and fiscal worries will cause Congress to increase taxes and reduce the exemption.
Another significant change which may impact your estate plan is the implementation of the “portability” of exemption between spouses.  This can be a tremendous bonus for some, as it permits a surviving spouse to utilize the remainder of the deceased spouse’s exemption.  But for others, it creates a potential land-mine.    In addition, portability will be subject to review in 2012, along with tax rates.  We find, once again, that one of the keys to good planning is flexibility, especially with respect to tax planning.
Some additional tax changes of note are:
(1) Reinstatement of the step-up in basis for property acquired from a decedent.

(2) Reinstatement of the generation-skipping transfer tax with a top rate of 55% and a GST exemption of $1 million.

(3) Increase in the top gift tax rate to 55%.

(4) Modification of the rules for installment payment of estate tax.

Veteran’s Aid and Attendance Benefits Planning
By Helena S. Mock, Veterans Administration
                                   Accredited Attorney
There are special pension benefits available to help Veterans and widows of Veterans offset the costs of their medical care.  Veterans can also qualify for medical supplies and medicines if the service and financial qualifications are met.  Although there are three (3) types of special pension benefits, 1) Low Income Pension, 2) Housebound Benefits, and 3) Aid and Attendance Benefits, this article will focus on Aid and Attendance Benefits.  Eligibility for these benefits is not tied to whether the Veteran suffers from a disability related to his or her service.  Qualification is based solely on war-time service and is subject to income and net worth limits.  These benefits are tax-free and in addition to Social Security and other income.  The current monthly benefits are as follows:

	Applicant Status

	Max Monthly
Benefit Allowed

	Married
	$1,949

	Single
	$1,644

	Widow
	$1,056

	Married Veterans
	$2,540



These amounts may change each year based on federal cost of living adjustments.
Rules for Qualification
There are two tiers of factors which must be satisfied for qualification. The first tier is the hardest to meet because it is fact-based. The Claimant must satisfy all of the requirements. There is nothing that can be done to help the Claimant qualify. The Claimant either qualifies or doesn’t qualify. The second tier is different. The Claimant may be able to make changes that would allow the Claimant to meet the second tier factors.
First Tier Factors:
1. The Veteran must have served 90 consecutive days on active military duty, at least one day of which must have been during a war time period, but there is no requirement that any service be performed in a combat zone:
		•World War I
		•World War II (December 7, 			1941 – December 31, 1946)
		•Korean War (June 27, 1950 – 			January 31, 1955)
		•Vietnam War (August 5, 1964 - 		 May 7, 1975  or February 28, 			1961 through May 7, 1975 in 			the country of Vietnam)
		•Gulf War (August 2, 1990 – (no 		end date yet established))
2. The Veteran must have received an other than dishonorable discharge.
3. The Claimant must be certified by a doctor as needing assistance with the activities of daily living (which disability must have been caused other than as a result of willful conduct of the Claimant).
4. For a widow to qualify, he/she must not have divorced the Veteran or remarried after the Veteran’s death.

Second Level Requirements:
1. The household cannot have more than the allowable amount of countable assets.  The standard is whether a person has “sufficient means” to pay for his/her own care.  The standard measure is that the Claimant shall have no more than $80,000 in assets.  However, in some circumstances the figure can actually be higher or lower than $80,000.  Ultimately, the determination of “sufficient means” is within the discretion of the VA adjudicator.
2. The Adjusted Household Income must be less than the Aid and Attendance Pension Benefit.  Adjusted Household Income is all income which is attributable to the Claimant, his/her spouse, and the Claimant’s dependent children.  Most Veterans have income which exceeds the Adjusted Household Income, but unreimbursed medical expense actually paid by the Claimant may be used to reduce the Claimant’s countable income.  This includes the costs of home health care, assisted living facilities, and skilled nursing homes in addition to insurance premiums and co-pays, therapy, transportation to and from medical appointments, glasses, hearing aids, prescription medications, etc.
Planning Opportunities
In order to qualify for VA Aid & Attendance Benefits, the gross income and the net worth must be below the threshold limits. With proper planning, the Veteran or widow may be able to qualify for Aid and Attendance Pension moneys and other assistance while preserving some of the household assets. This will aid the family in paying for future medical and long-term care and postpone the depletion of the Claimant’s assets. The goal is to stretch the Claimant’s assets so the Claimant can postpone the need to rely upon Medicaid to pay for long-term care.
Qualifying for Aid and Attendance Benefits is different than qualifying for Medicaid. Currently, there are no “penalty periods” associated with transferring assets for purposes of qualifying for Aid and Attendance Benefits.  However, if it is possible that even with the Aid and Attendance Benefits the individual may also need Medicaid at some future point, the plan must be carefully crafted to avoid a Medicaid imposed penalty period. 
Only attorneys accredited by the Veteran’s Administration can assist with this type of planning.  And, because planning takes time, it is best to consult with a VA Accredited attorney as soon as you are deemed to be in need of assistance.  If we can help you or someone you know determine eligibility, please call for a consultation appointment. 



To ensure that we can keep you up to date as things change, please advise us of any change in personal contact information (address, telephone, and e-mail) so we can ensure you receive the information as promptly as we can get it out to you.

Check out our website at www.tpcestate.com
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