FINAL EXAMINATION





After you were enlightened, you endured a hard struggle with sufferings  Romans 10:32b


1. Doreen Stewart comes into your office at 4:30 p.m. one Friday. She is a CPA whose office is in the same building as yours.


She tells you that her grandmother, Bertha McPhail, died about 6 weeks ago. She also informs you that Bertha was survived by 4 adult children and twelve adult grandchildren. There was one predeceased child who was survived by 2 adult children (grandchildren of Bertha).


You review the will. It names Doreen as the executor. The dispositive provisions of the will are as follows:


I give my 1000 shares of Tyco Laboratory, Inc. to be placed in a trust and used only for the college and post–graduate education of my great-grandchildren. It shall not be used for education of a great–grandchild over the age of 30. Any funds remaining shall be given to the Salvation Army.


I give the house at 179 Daisy to my son Jesse McPhail.


I give the balance of my estate as follows: 2/12 to my son Homer McPhail, 4/12 to my daughter Lulu McPhail, 2/12 to my daughter Vivien Stewart, 2/12 to my son Jesse McPhail, 2/12 to my granddaughter Inez Jones, 2/12 to my granddaughter Kay Anderson.


After Doreen leaves, you realize that you did not ask about great grandchildren. You then do a conflict check and discover that you did an estate plan and helped Inez Jones and her husband adopt a baby in 1994. In your mail that day, is a Christmas letter from Inez Jones. She is 2 months pregnant.


A week later, you and Doreen meet and she tells you that the house on Daisy has been foreclosed upon but the price at sale was more than the amount of the loan and foreclosure costs so there is a surplus and that Tyco Laboratory merged into Tyco International, Ltd., a Bahaman corporation. The 1000 shares of Tyco Laboratory became 1000 shares of Tyco International and then split so there are now 2000 shares of Tyco International.


Discuss the property distribution.


�
2.  William and Mary meet with you on a Monday morning. They want to do an estate plan. They are in their late 40’s and have 2 minor children. Mary has a brother and a sister. The sister has an adult child, Billy, who has had trouble with drugs and will get out of prison next week. He is in prison for burglary. It is his first strike. The brother has two children, one of which wants to go into the mission field.


During discussion you determine the following facts. A trust set up by Mary’s father, Peter, gives Mary the power to distribute money to the grandchildren of her father at her discretion including creation of further trusts. Any money not distributed will be distributed among those grandchildren living on the twenty first anniversary of the death of the last to die of her father’s children. There is approximately $500,000 of property in that trust. There is a second trust that holds the funds from a $50,000 life insurance policy and title to Pheasant Hill, the ranch in South Dakota that Peter grew up on. On January 1, 1998, all property in the second trust is to be delivered to the Boy Scout Council of Sioux City, South Dakota for there use so long as they use it for summer camp.


William and Mary inform you that their estate consists of a house with a gross value of $700,000; investments worth $400,000; an art collection worth $100,000; and retirement plans with a present value of $450,000. There is a $250,000 loan on the house. They want the property to go to their children in equal shares.


The next day, William telephones you and tells you that 3 months ago, while on a business trip to Orlando, he had an affair with a women he met there. She is now pregnant and is planning to raise the child herself. He is planning to buy a large insurance policy with the child as beneficiary. He tells you that the estate plan needs to make sure the child has no claim on his estate, except for the insurance policy and that his wife never finds out about the child. William also tells you that he and Mary are going to Paris for Christmas and will return on December 28 and expect everything to be ready. 


After the telephone call, you start working and discover that there is no Boy Scout Council of Sioux City, South Dakota. There is an Oglala Sioux Council, Boy Scouts of America that covers Southwestern South Dakota including Sioux City. There is a state wide organization, South Dakota Boy Scouts of America. There is also Boy Scout Troop 111 that draws boys from the area where Pheasant Hill is located as well as from a Lakota Sioux Reservation.


Discuss any ethical problems.


What do you recommend for William and Mary’s estate plan.


What are your recommendations to Mary regarding Peter’s trusts?


Discuss any other estate planning issues.


