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Planning to Benefit Non-Traditional Beneficiaries

Some people have “traditional” beneficiaries. In other words, the people whom they
love and whom they choose to benefit in their estate plan are their spouse and children.
However, sometimes, the most important people in someone’s life are other people,
like unmarried domestic partners, same-sex married couples (allowed under the laws
of several states), nephews and nieces, or friends.

The strategies that work for one may not work for the other, and vice versa. For exam-
ple, the unlimited marital deduction, a mainstay in planning for most married couples,
is not available for same-sex married couples or unmarried domestic partners. On the
other hand, another strategy, the Grantor Retained Interest Trust (GRIT) is not allowed
for “members of the family.” Unmarried domestic partners, same-sex spouses, and
nephews and nieces are not considered to be “members of the family” under federal tax
law.

With a GRIT, you put stock or cash or other property into a trust and retain the right to
income for a defined period of time. At the end of the term, the beneficiaries you desig-
nated would get the money, or it would continue in trust for their benefit under terms
you specified. By doing this, you get to leverage your gift. For example, with an IRS as-
sumed 4.2% interest rate, if a 65 year old were to set up such a trust for 10 years, they
would only be making a gift of half of the value put into the trust. So, a gift of $100,000
to the trust would really only be a gift of roughly $50,000 and at the end of the 10-year
term, the beneficiaries would actually get $216,000, assuming an 8% rate of return.

This strategy is so powerful and effective that Congress has banned this strategy for
“members of the family” (except for use with the family home). However, Congress’
narrow definition of who is a “member of the family” can be used to your advantage.

Whether you have traditional or non-traditional beneficiar-
ies, a qualified estate planning attorney can help you design
a plan that provides for the people in your life.

For more information, call (608) 273-0820.
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Using her skills in the areas of Trust Administration, Probate and Es-

tate Tax Preparation, Attorney Hernandez provides her clients a

thoughtful, educated, and thorough analysis of their unique Estate

Planning needs.

Attorney Hernandez is an active member of the American Academy of

Estate Planning Attorneys and the Wisconsin State Bar Association.

Attorney Hernandez has also undergone extensive IRA training by na-

tionally known specialist, Mr. Ed Slott.

Attorney Hernandez is frequently called upon to present Estate

Planning seminars in South Central Wisconsin and is well known for

her Estate Planning work by local Financial Planners and prominent

community Accounting firms.

Michelle’s legal practice focuses in Estate Planning, Probate/Trust

Administration, Estate tax avoidance planning, Business and Corpo-

rate matters, and Real Estate.
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