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TRUSTS DO NOT INCREASE TAXES
There is a misconception out there among
advisors, particularly among CPAs and enrolled
agents, that trusts cause income to be taxed at higher
rates. It is true that so-called irrevocable trusts (you
know them as School Bus Trusts…such as the Family
Trust for a surviving spouse and inherited trusts for
the kids) hit the top income tax bracket much more
quickly than an individual. In 2020, a trust hits the
37% tax bracket for all income earned above
$12,950. A single individual does not hit the top
bracket until $518,400; for married taxpayers filing
jointly the top rate kicks in at $622,050.
This glaring disparity in the brackets is the source
of a lot of bad advice—I know this because I have
taken a lot of calls from tax preparers over the years.
When tax preparers see they need to start preparing
1041s, their mind invariably goes to the income tax
brackets. But the sky is not falling, and it never was.
A trust gets a deduction for income that is distributed
to a beneficiary within the first 65 days after the close
of a tax year. When this happens, the trust does not
pay the tax on the income—the beneficiary who
received the money pays the tax, at the individual’s
own tax rate. The simple act of distributing income to
the beneficiary shifts the tax liability. The principal
within the trust that generates the income for the
beneficiary remains protected from perils like
lawsuits, divorce, and catastrophic illnesses. A trust
need not pay more taxes than an individual does. All
is well.
Of course, when a trust distributes the income to
the beneficiary, the distributed money no longer has
the advantages of the trust. This is just fine if the
beneficiary needed the income for his or her health,
education, or maintenance—after all, it was likely
spent. But if the beneficiary does not need the
income, then all would be better served by leaving
the income within the trust protections. Surely, that
would cost higher taxes, right?
Not necessarily. You probably remember the
Cookie Jar power. For those with responsible
beneficiaries—those whom you want to have

maximum control over the inheritance—this power is
incredible: it allows the beneficiary to leave most of
the income in the trust and still pay taxes at the
beneficiaries’ own individual tax rate. Trust income
below where it would hit the top tax rate ($12,950 in
2020) still belongs to the trust—meaning that the
trust can pay the taxes, or the individual if the income
is distributed, or any combination thereof.
This is the same general rule described above.
But, once the income hits the top rate, a beneficiary
of a trust with the Cookie Jar power becomes the
taxpayer and reports the income on his or her own
1040 even if the income was not distributed. By
choosing to have the trust pay some of the taxes on
the first $12,950, most beneficiaries can save on
income taxes.
For example, the first $2,600 of trust income is in
the 10% bracket. If a beneficiary is in a tax bracket
higher than 10%, there would be some tax savings by
allowing the trust to pay 10% on that first $2,600.
From $2,601 to $9,450 trust income is in the 24%
bracket. If a beneficiary is in a higher personal
bracket than 24%, there will be some tax savings
leaving the first $9,450 in the trust. From $9,451 to
$12,950 the trust is in the 35% bracket. If a
beneficiary is not in the 35% bracket (and most are
not—married filers do not hit the 35% bracket until
$414,700 of income), then the trustee can distribute
$3,500 (all the income between the 35% and the 37%
bracket) to the beneficiary and that income will be
taxed at the beneficiary’s lower rate. All income over
and above $12,950 is taxed to the beneficiary with no
need to distribute it.
We can’t tell you how many times we hear it from
financial advisors or accountants:
“Well, sure, leaving the assets in trust for the
beneficiary might provide some asset protection…but
is that necessarily worth the higher taxes?”
Such professionals are behind the times. Trusts
do not increase taxes. But they can save taxes!
- Sam Collins
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Personal Update
- Curt Ferguson Many of you know, especially if you follow The
Estate Planning Center Facebook page, that I had
some rather dramatic health issues during the last
couple of months. I am grateful to report that I plan
to be around for a few more decades, but when the
diagnosis “cancer” comes up, it is obviously a serious
event.
The short story:
After periodic bouts of abdominal pain that
became persistent in late March, I went to the ER on
April 6. The CT scan showed a complete obstruction
caused by intussusception: “collapsing of one part of
the colon into the adjacent distal portion in a
telescopic manner.” I had emergency colon resection
surgery in the wee morning hours of April 8, and that
revealed and removed a tumor in the small intestine
that had triggered the intussusception.
The biopsy and extensive follow up testing
determined that I have stage 1 lymphoma, which has
not found its way into any other organs. Under Dr.
Phillip Dy’s care, I started chemotherapy on May 13.
June 3 was my second treatment, with two more
scheduled, followed by two infusions of non-chemo
drugs.
My body seems to be tolerating the chemo well,
but it has been a bit disruptive of my work schedule.
The prognosis for this type of lymphoma is 96%
probability of complete cure. Dr. Dy said, “We never
can say 100%, but this is the highest certainty we can
say about any cancer treatment.”
I know many clients and others have prayed for
me during this time, and I thank you sincerely. Even
during the most uncertain period, I’ve experienced
deep peace and God’s presence.
“God has put enough into the world to make
faith in Him a most reasonable thing. But He
has left enough out to make it impossible to
live by sheer reason or observation alone.”
Ravi Zacharias, The Logic of God

For future reference, save this
newsletter in your LifeSpan™ Client
Organizer under Tab F.

Funding Forum
- Sherry French Some of you may remember the Great Depression
or were raised by parents who lived through it. If so,
the idea to conserve what you have and not throw
anything away may have been instilled in you. After
all, you never know if you may need something.
After COVID-19 we will have the same outlook
toward toilet paper! In all seriousness, this tragedy
has helped teach us the importance of family, friends,
and the fact that nothing should be taken for granted.
Recall from this year’s Annual Family Reunion™
that we are overhauling our approach to vehicle titles.
This change only affects our married couples. Over
the last few years, the state of Illinois has made it
more difficult for trustees to transfer a vehicle from
the deceased spouse’s living trust to the surviving
spouse (transfers to anyone other than the surviving
spouse have not been a problem).
To make transfers to the surviving spouse easier,
during the AFR program Curt and Sam asked you to
approve a “Title Trust” amendment to your plan. The
amendment effectively says that any vehicle in either
person’s living trust (regardless of whether it looks
like his or her trust name) is being held for the joint
use of you both and will stay that way even after a
death. The vehicle can be used and transferred as
before, but the trustees will not have to incur the
hassle and costs of transferring the vehicle to the
surviving spouse after the first spouse dies. All our
married clients should have this in their plan!
Also, we would like to thank you for your
patience as we transfer your assets into our new asset
tracking software. This has been quite a process in
itself, on top of learning a new system! Please be
extra vigilant as you review your asset report this
year—it may look a little different than before.
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Missed Seeing You!
- Gayla Ball Hello, LifeSpan™ Family,
Well, we finally made it to Summer 2020!! So
much has happened since the last newsletter you
received from us in December. We have all
experienced so many changes, great and small,
during the last few months.
Even as we had to deal with difficulties,
inconveniences, and missed time with friends and
loved ones, there was much to be grateful for. For
instance, my family had so much fun during our
ongoing “Quarantine” Uno game, which we played
every time we had the chance. Also, when we were
unable to celebrate my husband’s birthday with the
original party as planned, we improvised and
surprised him with a birthday parade past our house.
Posters, balloons, and 23 vehicles made it quite
exciting! I’m sure you all have your own stories and
memories to share.
I am definitely a people person, and one of my
favorite things about the Annual Family Reunion™
season is spending time with so many of you, our
LifeSpan™ clients. Sadly, this Spring, I missed seeing
you and catching up a bit.
As you know, we had just started our Annual
Family Reunion™ programs when COVID changed
everything. Some of you were fortunate to have your
reservations for our first two AFR dates, which we
were able to complete. Luckily, for those of you
unable to attend in person, we made the program
available by way of our website or a requested DVD.
With these alternatives available, all of our clients
and helpers were still able to receive the vital
information presented by Curt and Sam. If you
haven’t yet watched the AFR and returned your
yellow form, please do as soon as possible!
As a reminder, you can access several of our
education programs at any time on our website,
www.tlcplanning.com. Clients and Helpers—call or
email our office for the password. And don’t forget to
complete a Certificate of Attendance for “credit”!

May you and yours have a safe and
healthy summer! I look forward to
seeing you the next time around.
And remember, I am just a phone
call away or can be reached at
gayla@tlcplanning.com if you ever
need my assistance. 😊

Understanding My Estate Plan™
You can still make reservations for you and
your Helpers to attend the 2020 Family
Education Program™. This has been updated
from last year!
The following dates and locations for this
program are still available:
Thurs, June 25, 6pm, by Zoom meeting
*pending* Tues, August 25, at 6pm, Marshall
*pending* Sat, November 7, at 9am, Salem
The intended audience for this program is…
1. Clients who could use a refresher on what
they did, whom they appointed as Helpers, what
those Helpers’ roles are, and how their estate will
be divided.
2. Helpers whom you’ve chosen to help carry
out the plan.
You made a lot of choices during your design
appointment, all of which we captured on your
Design Template (on our printable whiteboard)
that you now keep in the front of your Red Book
and in Tab B of your Operators Manual™. This
program will be a refresher on all that is shown
on your template. We estimate that around 1,500
people should attend…so be sure to make your
reservation in advance!
If you are interested in attending, call
618-548-3729 or email sarah@tlcplanning.com
so we can secure your spot!
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Virtual Appointments
- Sarah Rupe What a strange few months we have just
experienced! This strangeness brought some changes
into our office, one being the use of virtual
appointments, or “Zoom” meetings. For those of you
who are not familiar with this, Zoom is a web-based
video conferencing tool with a local, desktop client
and a mobile app that allows users to meet online,
with or without video.
It’s a great tool to use when we are unable to meet
in-person for various reasons. We have found that this
tool is working so well we are offering it as an option
for many appointments. So, if you have friends or
family who have been holding back on working with
us due to the distance, the good news is that their
travel can now be cut down because some of those
appointments can be handled with a Zoom meeting.
How does this affect you, the client, who has
already finished all of your Step 1 appointments?
Well, occasionally clients like yourself request a PCR
(Personal Counseling Review™) appointment with
the attorney to discuss something beyond just-wordprocessing-changes to their plan. To be safe when
concerned about illness, or to avoid travel, we can
now have these meetings using Zoom, having a
virtual appointment where ideas can still be shared on
the screen (similar to how Curt and Sam have always
drawn out ideas on the white board while you are
sitting here in the office).
Please contact me for any of your scheduling
needs at 618-548-3729 or sarah@tlcplanning.com.

♫♩♬♯♪

Choose from Two
Community Builder™ Events!
The Bluegrass BBQ is at our Salem office
(where parking is sometimes a challenge) and the
Classical Music & Dinner event is at the very
accommodating Carriage House facility in
Altamont, right along I-70.
Which should you attend? Simple: pick your
style of stringed music! Nope, there is no
powerpoint, presentation, or lecture…it is just a
chance to socialize, eat free food, and listen to
good music.
Please make a reservation at least two weeks
in advance to attend one of these events:
September 18, 5 to 7pm, weather permitting,
we will be in the backyard at the office. Bluegrass
music, outdoor Bar-B-Q, and fun! Curt will be
grilling, Sam will be smoking…brats again. Make
a reservation for everyone who can come:
parents, kids, grandkids, in-laws, outlaws…make
sure we know how many to expect!
Or, if you prefer…

“I know that most men—not only those
considered clever, but even those who are very
clever and capable of understanding most
difficult scientific, mathematical, or philosophic,
problems—can seldom discern even the simplest
and most obvious truth if it be such as obliges
them to admit the falsity of conclusions they
have formed.”
Leo Tolstoy

November 17, 6 to 8pm, rain or shine! We
will be at the Carriage House banquet facility in
Altamont, Illinois, to enjoy dinner with Classical
Christmas music (string ensemble, piano, and
vocals). Make a reservation—clients and
immediate family only, please—and mark your
calendar.
We look forward to seeing you at one of these
events. Come relax with good food, good folks
and good music!
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Business Liability Update
- Curt Ferguson Our advice to our business clients has always been
this: “If you want to incorporate your business to
protect your personal assets from business liability,
understand the limitations.”
My friend Randy the Roofer provided my favorite
example. “What can go wrong in the roofing business
that would get you sued?”
There could be claims based on poor quality
workmanship, which typically could be cured without
extreme expense, and Randy would willingly bear the
cost of that. But the greater concern is usually
personal injury. What if driving to the job, Randy’s
pickup is involved in a traffic accident? Or on the job
site, someone drops tools or shingles off the roof and
hurts the homeowner or a passerby?
“Will incorporating my business protect me [the
owner of the corporation] from these liabilities?”
I asked whether he usually worked alone or had
hired help.
“Usually alone, but sometimes with part-time
help.”
“Well, if you are working alone, who would be
driving the pickup or drop things off the roof?”
Naturally, only Randy could.
The bad news? Liability starts with the human
who caused the harm, and then extends to the
business they were working for. “So even if your
business is incorporated, if you personally made the
mistake that caused the harm, the lawsuit is going to
be brought against you—the human who caused the
harm—and against the business you were acting for
—your corporation. Incorporating will not protect
your personal assets from your own injury-causing
actions.”
So why incorporate? A business with employees
other than the owner is a different matter. If Handy
Dan, Randy’s hired man, was driving the pickup or
dropped the shingles, Dan caused the harm. The
lawsuit is brought against Dan and the business he
was acting for: if Randy the Roofer is a sole
proprietor, Randy gets sued for the mistakes of his

employee and Randy’s personal assets are all at risk.
But, if Dan was working for Rand-Roofs
Incorporated, it’s the corporation that gets sued.
Randy is not personally liable for the mistakes of the
employees of his corporation.
So with that background, which remains our
advice about forming a business entity for liability
protection, here is an update:
Instead of a corporation, the other type of business
entity that our clients form for liability protection is
an LLC: limited
liability company.
As to business
liability reaching
the personal assets
of the business
owner, corporations
and LLCs (limited
liability companies)
are roughly the
same. If a nonowner employee of
the business (Handy
Dan) causes the
claim, the business
owner (Randy) is
generally safe, but if
the business owner
(Randy) is the
human who causes
the injury, neither a
corporation (Rand-Roofs Incorporated) nor an LLC
(Rand-Roofs LLC) will protect him.
In 2013, an Illinois Appellate court issued a rather
earth-shattering decision. In the Dass v. Yale case,
Mr. Yale was the sole owner and manager of an
Illinois LLC. Yale made misrepresentations about an
LLC transaction, which caused harm to the other
party. That other party naturally sued the human who
did the dirty deed (Yale) and the business he was
acting for (Yale’s LLC). It seemed clear that Yale
would still be personally liable for the harm he did
while acting for his company.
(continued)
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But the court ruled that he was not! The court’s
logic went thus: so long as the other party to the
transaction knew that he was acting for his LLC, only
his LLC was liable.
Over the years since that decision, we have
mentioned it from time to time as the “highest
decision in Illinois courts” on the topic, and that it
might provide one more reason to use an LLC for
your business structure instead of a corporation. But
we’ve mentioned the case with caution, because it
seemed to provide protection from one’s own
misdeeds, contrary to our interpretation of the law.
Well, the legislature recently agreed that Dass v.
Yale was not good law. Effective January 1, 2020,
Illinois LLC law was amended to specify that the
owners and managers of LLCs are liable for their
own actions in the same way as the owners and
officers of corporations. While there are several other
reasons that an LLC is a better type of business entity
than a corporation, neither entity holds an advantage
on this personal liability issue.

🍪🍪

I Miss Cookies!

With the whole COVID-19 thing going on we
have had far fewer in-person appointments, and
then served only packaged snacks. Some of the
team is feeling deprived of freshly-baked
chocolate chip cookies that have been a staple for
many years! Maybe you’d like to whip up a batch
at home?
Laura’s Chocolate Chip Cookie recipe
1 stick butter, softened
1 stick Blue Bonnet margarine, softened
1 cup sugar
1 cup brown sugar
1 tsp. vanilla
2 eggs
1 tsp. baking soda
1 tsp. baking powder
1 tsp. salt
3 cups flour
1 cup chocolate chips
Mix first five ingredients. Add one egg at a
time, and mix until creamy. Add baking soda,
baking powder, and salt, and mix well. Add flour,
mixing after each cup. Finally, add chocolate
chips, and stir well.
Bake at 375° for 8-10 minutes: 5 minutes on
lower oven rack, 3-5 minutes on upper rack.
Makes 3 to 4 dozen cookies.

“People who denounce the free market and voluntary exchange, and are for control and coercion, believe
they have more intelligence and superior wisdom to the masses. What’s more, they believe they’ve been
ordained to forcibly impose that wisdom on the rest of us. Of course, they have what they consider good
reasons for doing so, but every tyrant that has ever existed has had what he believed were good reasons
for restricting the liberty of others.”
Walter E. Williams
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“Money is the megaphone of identity.”
Lawrence Yeo

Empowered Inheritance Program
- Brent LeClere Greetings from the Estate Planning Center! I am
excited to provide this review of a program that the
firm rolled out in 2018 called the Empowered
Inheritance Program (EIP). It is a package of services
tailored to help the beneficiaries of our clients after
they receive their inheritance.
Our firm has been dedicated to making plans that
work for many years now, so we didn’t just begin
helping beneficiaries with their inherited trust shares.
However, demand had been growing for a
standardized set of services—a bit like the annual
maintenance services we provide our LifeSpan™
clients—to help beneficiaries manage the technical
aspects of operating a trust.
What are these technical aspects that a beneficiary
might need help with? The truth is that while there
are some substantial differences between your Living
Trust and an Inherited Trust, there are also many
similarities. Inherited Trust assets must be properly
titled much like your Living Trust assets do.
However, the stakes are higher. Improper titling
would cause your beneficiary to lose the asset
protections that you built into the plan. For example,
if a bank account is moved from the Inherited Trust
name into a beneficiary’s personal name, that bank
account loses the trust’s protections. By contrast, if
you own (or take) an asset outside of your living
trust, you can put it back in anytime while you are
living and there would be no harm done. But an
account removed from an Inherited Trust cannot be
placed back in the trust: the protections are lost
forever! Improper titling instantly destroys the
benefits of an Inherited Trust.
However, improper titling is not the only threat an
Inherited Trust can face. Laws can change and impact
the protections of an Inherited Trust. Not only do laws

laws change but threats can even come from new
court rulings when the law is not totally clear on
specific points. To sum it up, the legal landscape for
trusts always change, and so the trust documents need
to be regularly updated.
Besides these two technical aspects, the Trustee of
an Inherited Trust also needs to file a separate income
tax return for the trust. This will typically require a
trained professional. In addition, each beneficiary
who is serving as a Trustee of his or her own
Inherited Trust will appoint a co-trustee. The cotrustee will not have any power to
authorize investments or regulate
how the money is used within the
trust. The co-trustee’s function is to
approve of distributions from the
trust when the beneficiary wants to
take money out to spend. Having
the co-trustee is a bit like a gatekeeper,
who opens the door for the beneficiary to receive
money, but slams it shut if any threat (like a lawsuit
or divorce) attempts to force money from the trust.
These technicalities could quickly overwhelm a
beneficiary. Therefore, we base our Empowered
Inheritance Program on education. We educate our
EIP clients with individual review appointments,
correspondence, and workshops. Our firm will also
be available to answer any questions and ensure that
the beneficiaries are able to follow the plan and enjoy
all the protections that you set up for them!
We assist in proper titling (Red Check Review)
and maintain an Asset Review Report. We will update
the legal/technical parts of the Inherited Trust every
few years. We complete the trust income tax returns.
In addition, if a beneficiary wishes, one our attorneys
can serve as the co-trustee of distributions.
Not all beneficiaries will need all the services that
we offer. For example, a beneficiary could have their
own trusted accountant prepare the tax return and our
fees would be adjusted accordingly. This Empowered
Inheritance Program allows beneficiaries to retain us
to do what they cannot, but not make them pay for
what they can do for themselves.
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Change Service Requested

“I believe that people don’t care how much you know until they know how much you care.” Richard H. Ferguson, 1936-2008

“Have we reached the ultimate stage of absurdity where
some people are held responsible for things that happened
before they were born, while other people are not held
responsible for what they themselves are doing today?”
Thomas Sowell

Call us old-fashioned—the old cartoons were better!

AFR Online
Clients, have you watched
the Annual Family Reunion™
video at www.tlcplanning.com
and made the decisions in the
yellow follow-up form?
There are plan updates
covered that will make your
life easier!

“Remember that Godly love is
wanting for others what God
wants for them—even when
that’s not what they want for
themselves.”
Natasha Crain,
ChristianMomThoughts.com

