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hinking about my life journey transitions – both personal and business –
the advice of all the subject matters experts in this wealth management
supplement, “Life Transitions That Affect Your Journey,” is very welcome. It
is great to see so many of my excellent colleagues sharing their advice in

this supplement with all of you. We need their counsel, since while our life journeys
are often filled with joy, satisfaction and relief, they also can come with stressful
uncertainty, challenges, complexities and disappointments. We all go through so
many life and business transitions: getting married or divorced, surviving a death of
a relative, purchasing property, buying or selling a
business, going back to school, and riding the ups
and downs of the markets as well as our careers, etc.
all of which can affect our wealth management
picture. The underlying themes to all these transitions
are to plan, get educated and consider the longer
term effects of our decisions down the road as we all
hopefully live longer, and healthier, lives. Speaking of
which…

Many of us are concerned about living a longer life
without outliving our savings, especially as we help
children/grandchildren with their expenses. And it’s a
very good thing to be concerned about, as Loreen
Gilbert of WealthWise Financial Services knows,
“Longevity is one of the biggest risks as people
transition into retirement. Clients can avoid outliving
their retirement assets by having strategies that
maximize retirement income. The Social Security
Administration reported that 74% of those receiving
Social Security benefits are taking a reduced amount.
Clients need to make sure various options from
Social Security, as well as accumulated assets, are
considered when working with their advisor to receive
the full amounts from both.”

The light bulb went on when I realized I should get
Long Term Care insurance so my savings could go to
the people and charities I love, instead of being
depleted paying for my in-home care when it came
time to have that service. As Dan Banis of
CitizensTrust advises, “Long Term Care insurance is
a very powerful tool for protecting not only the wealth
of the insured, but also the potential wealth of future
generations to come.” To further elaborate on this,
while Laila and E. Dryden Pence of Pence Wealth Management want people to
have a positive outlook, they also caution that because “people are optimistic, they
don’t like to look at the worst case scenarios, so advisors have to do it for them.
Plans need to be multi-generational and address issues such as long-term care, as
it is one of the biggest risks to wealth preservation. Clients need to focus intently
on current and future cash flow requirements, as over time, cash flow trumps
volatility.”

If taking on debt is part of your journey, then budget planning is critical to avoid
trouble. You need to understand the necessity of a budget, stick to it and take
personal responsibility to have a plan. Educate yourself as to consequences and
communicate with your creditors. This is especially important when a closely held
business and personal wealth management become intertwined, as Edward Mora,
SVP of Bank of the West Wealth Management advises, “As you work with
advisors, you’ll be presented with a myriad of strategies and solutions to effectively
manage the interplay between your business and personal wealth. What is the
foundation that these strategies are built upon? It is not enough to just think
“holistically.” The key is to engage in a true discovery process that uncovers the
meaning behind the money, ensuring that your most important life goals are
achieved.”

Taking over a business or getting married are transitions filled with excitement.
I’ve done both. In business, I planned for the future years ahead by choosing my
successor as soon as I became chairman and CEO of Universal Electronics Inc.,
and am doing the same for my CEO successor at The Community House. Just
being realistic, I also planned up front before I got married in terms of having all my
assets in the name of my Revocable Living Trust instead of my personal name –
thus taking them off my personal balance sheet – in case of a divorce or lawsuit.
This is especially important in a second marriage if you will have a blended family

T

Life Transitions That Affect Your Journey Overview
Meet the experts

by Camille Jayne, Founder

situation. You need to make sure that your property is preserved as best as
possible for yourself while living, as well as protected for your intended
beneficiaries (your children, other loved ones, charities, etc.) upon your death –
just a couple scenarios. Make sure you work with an expert estate planning
attorney, financial and tax advisor team before you say your nuptials so that your
trust outlines your desired complete and separate property, and who you want to
inherit your assets.

Near and dear to my heart and so many of you
in Orange County, is gifting to charities. Few
espouse that more than Tim J. Kay of Snell &
Wilmer LLP – both personally, as well as in his
guidance to clients. There are many good
outcomes in the 2012 tax act. Tim soundly advises
people to “review their estate plans now in light of
the $5.25 million gift and estate tax exemption
amount. The 2012 tax act made the high
exemption permanent and portable – usable by a
surviving spouse. Couples with a net worth of up
to $10 million may be able to simplify their estate
plans. Those in second marriages and with a
higher net worth should be cautious about
adopting a simple plan.”

Many people are tempted to make quick
decisions to transition in and out of investments
when there are changes in the market dynamics
without thinking things through with their advisors.
As David Emmes of US Markets West, BNY
Mellon Wealth Management advises, “After the
financial crisis, many investors flocked to so-called
“safe” asset classes, such as fixed income. But they
may be underestimating the true risk there: Longer-
duration bonds are highly sensitive to interest rate
changes. As inflation increases, the purchasing
power of their principal erodes; add today’s low
yields, and these investments aren’t so safe. So,
we urge investors to think carefully about the long-
term implications of their fixed income portfolio.”

Ultimately, no one enjoys thinking about the
transition into the hereafter. One thing most
people overlook (including myself until an estate

planning attorney colleague brought this up) is that we now live in a digital world
wherein the bulk of our vital information is electronically stored. Some or all of your
digital data could be lost forever at death. Seek out professional advisors including
estate planning and corporate attorneys, as well as computer consultants in order
to implement protective strategies, such as attempting to have provider
agreements in the name of Revocable or Dedicated Digital Asset Trusts, or in the
name of a limited liability company. Specify as to which designated heirs are to
receive selective digital assets. Also, specify whether certain accounts should be
terminated and when, or which accounts are to be prolonged and for how long.

On a lighter note: transitions such as changing jobs and/or career direction can
certainly change one’s wealth management picture. I know before I made my last
career transition I wondered, “Could my face use a little transition ‘enhancement’
itself?” I decided yes, of course, and I’m convinced my trip to my wonderful doctor
in Newport Beach helped my career transition outcome immensely!

Please enjoy the articles by all the subject matter experts in this wealth
management supplement. I do hope you get to know them as you go through your
life transitions, as they are indeed many of the best of the best in Orange County.

Camille with Matters at Hand Client Mary Majzoub

Camille Jayne
Founder, Matters at Hand™
President & CEO, The Community House
www.mattersathand.com
www.tchserves.org
Tel: 248.762.2520
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Camille: What are the most important things a
person needs to consider if they want to retire in
15 years at age 65 with the same lifestyle?

Dan: Some of the most important things that people
need to be aware of when they are contemplating
retirement at any age and in any time frame are: one,
inflation; two, investment allocation; three, potential
other income sources; four, taxes; and of course five,
expenditures.

Camille: From a banking standpoint, what does someone have to think about when
transitioning into starting their own business? This is assuming they have already
done the due diligence that they have a viable business value proposition and the
ability to deliver on that.

Dan: For anyone considering embarking on the
entrepreneurial journey to start their own business, a
number of items must be taken into consideration. The
single most important item from a structure standpoint is
what type of entity is appropriate for the business? Sole
proprietorship, general partnership, limited partnership, “C”
corporation, “S” corporation or limited liability company
(“LLC”) are the most prevalent entities. Entity selection will
cause a corollary conversation about taxation. Though many
entrepreneurs don’t start out thinking about their exit
strategies up front, good advisors will bring this up. When a
business owner has a defined exit strategy, time is their
friend. However, if they don’t have an exit strategy, time can
be their enemy as they approach retirement.

Camille: What other equally critical, if perhaps
mundane, things should be considered if the startup is
to be successful from the beginning?

Camille Jayne “On Point” with Dan Banis of CitizensTrust

Dan: Many other important things need to be flushed
out at the onset. The ones where banking professionals
are uniquely qualified to help are: payroll, bill pay, credit
facilities, cash flow planning, tightening down personnel
expenses, and securing additional credit which might be
required to bridge cash flow gaps. Plan on spending at
least 25% more than anticipated, and plan cash flow
scenarios where revenues and profits take twice as long

to materialize. Importantly, have a non-negotiable cutoff date as to when to throw in the
towel.

Camille: Let’s jump to assuming a business owner or any professional is
successful, thus accumulating enough investable assets that they should hire a
professional financial advisor. What are the most critical things to consider when
choosing (or changing) to a new wealth management (WM) advisor?

Dan: An individual needs to consider whether a WM advisor has taken the time to listen to
goals and concerns of the investor, and if they have the capacity and capability to help the
investor accomplish their goals. It has been said that if the only tool you have is a hammer,
everything looks like a nail. There are so many different tools available to a well-educated
and well-versed advisor, that one size just does not fit all. It often requires a team approach
to ensure that the goals and concerns are properly handled.

First, take control of the process to ensure that you have defined your risk tolerance and
investment needs to the advisor. Second, ensure that performance measurement is
consistent, and require the advisor provides you with risk-adjusted return measures. Third,
understand the firm’s depth of resources and determine how they will be deployed for your
account. Fourth, identify your tolerance for gains when you move the account over and allow
the manager to take the maximum amount of gains as they reposition the portfolio so that
you can immediately benefit from the new advisor’s strategy. Fifth, discuss communication,
frequency of reviews, rebalancing strategies, and how and why your strategy might change.
Finally, just in case, have a pre-determined process for changing advisors.

s founder of Matters at Hand, a wealth management education and facilitation consultancy, I had the opportunity to talk one on one with Dan Banis, EVP of Citizens Business
Bank and Head of CitizensTrust, to discuss some of the major considerations people have as they transition through their life journeys. Citizens Business Bank offers full-
service banking with a focus on small to mid-sized successful businesses, and provides wealth management and corporate trust administrative services through its CitizensTrust
division. Here are some highlights of my insightful conversation with Dan Banis.A

continued on page B-44

Dan Banis
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ew transitions are more emotional or difficult than the death of a family member.
Whether fully anticipated or sudden, finality hits people like a ton of bricks. How will
we get through this? Will there be enough? Did we get it right? These are the
questions that clients ask themselves and us. Our best moments are when we can

say: “…Breathe. …It’s okay. We’ve got this.” In our 30 years as financial advisors, we have
helped our clients transition through the wealth cycle; first, in wealth accumulation while
they are working; second, to wealth distribution while they live off their investments; and
then through the complexities of wealth that arise when they focus on their legacy. We plan
for risk and requirements to change with each phase, but we know that throughout, what
people really want to feel is comfort about their income and confidence about their wealth.
Focusing on those desires drives our firm, Pence Wealth Management.

We have two distinct teams that work with each client. The planning team is focused on
planning that makes a difference. People are optimistic; they don’t like to look at the worst
case scenario, so we have to do it for them. Our plans are frequently multi-generational and
look at the whole picture. We address issues like long-term care, because we recognize it
as one of the biggest risk to wealth preservation. We have the luxury of being an
independent firm driven by personal relationships not a national marketing campaign. Our
nationally recognized in-house investment team manages portfolios independently and with
full discretion, focused on each client’s Personal Index rather than a national average. We
have no average clients. We focus intently on current and future cash flow requirements.
We know that over time cash flow trumps volatility. 

Our lead financial planner, Laila Pence is ranked #1 in Orange County by Orange County
Business Journal* and Barron’s Magazine*, and #10 nationwide in Barron’s Women TOP
100 Financial Advisors (June 2013). Find out why at www.PenceWealthManagement.com.

*Barron’s and OCBJ rankings are based on assets under management and the quality of
the advisor’s practice. Laila Pence is a Registered Principal with and securities offered
through LPL Financial, Member FINRA/SIPC.

F

Life Transitions 
That Affect Your Journey

Camille: When a person retires, what options do they have for their 401-k or 403-b
plan?

Dan: Common options include rolling their qualified accounts into an IRA rollover and
taking the Required Minimum Distributions (“RMD”), being mindful of asset allocation and
risk tolerance. The Great Recession demonstrated the market does what the market does,
and it takes time to recover. If an individual retires and needs to take distributions from their
retirement funds, they may not have the luxury of time to let the market come back. Some
retirees who want more predictable cash flow so that they can plan accordingly, may opt for
an annuity in their IRAs – but they should only do so after careful consideration and
counseling. Annuities can guarantee a stream of income, much like a personal pension, on
an ongoing basis regardless of whether the market goes down, while also allowing for
potential growth of assets.

Camille: With looming tax changes on the horizon, what’s the best way to think
about one’s portfolio strategy?

Dan: The tax situation seems to constantly be in flux. Generally, it has been beneficial to
delay taxes as long as possible to allow assets to grow tax deferred and then take income
during retirement, when theoretically lower incomes are subject to lower tax rates. For a
portfolio, the goal is to balance income, growth and risk. Questions that need to be asked
are: What are your immediate income needs; what are your growth requirements for the
portfolio; and how much risk can you assume?

Camille: We talked in my overview article about Long Term Care Insurance (LTC). Is
LTC a good vehicle to protect one’s wealth? I bought it when I was around 50. Also,
what determines when it “kicks in” to access payments to pay for in-home or nursing
care?

Dan: In terms of does it help protect your wealth? In a word: yes! LTC is most cost
effective when purchased when an individual is young, and provides for a stream of money
when the individual becomes unable to perform usually two of the “activities of daily living”
which include: one, bathing; two, continence; three, dressing; four, eating; five, toileting; and
six, transferring. By paying for LTC, an individual assures the money required to pay for
care is not taken from the wealth they have accumulated over their lives; but instead it can
be used for other expenses, and/or passed to their loved ones at death.

Camille: What should one consider when transitioning money to charities while

alive, in terms of wealth preservation for clients?
Dan: There are many techniques available to charitably inclined people that can generate

income tax deductions, and may even allow them to completely avoid capital gains. When
one donates money to a charity, you get an income tax deduction. The income tax
deduction may be used the year of the gift, and may be carried forward for five (5)
additional years. In addition, when done properly, a gift to a charity during lifetime of a highly
appreciated asset can avoid capital gains tax and create an income stream for life. A
Charitable Remainder Trust (“CRT”) is an irrevocable trust that allows a donor to “gift” the
highly appreciated asset to a charity in exchange for an income tax deduction, and an
income stream once the asset is liquidated without recognition of capital gains. Once the
donor passes away the remainder of the trust is then delivered to the charity. A “win-win“ for
the donor and the charity.

Camille: What are the benefits of having a corporate trustee as your successor
trustee, versus naming a relative(s) or a friend?

Dan: While naming a family member or close friend is often a good idea as they know you
personally, a corporate trustee can serve the very important role of administering the
stressful, time sensitive and ongoing tasks in an estate plan. The successor trustee has full
fiduciary and legal responsibilities: They are responsible for handling all affairs related to the
deceased trust grantors estate plan, including managing the investable asset portfolio.
Trusts generally allow for the hiring of outside professionals to assist any successor trustee,
as needed.

There are many complexities and complications that arise which relatives or close friends
may not be well equipped to handle – including preparing/overseeing annual estate tax
returns and proper accountings, paying bills and ensuring that the assets are marshaled
and investments are managed. One of the often overlooked responsibilities is the ability to
say “no” to a beneficiary without being concerned about potential family coercion when
following the instructions of the trust grantors. Even decisions of when to sell non-investable
assets, and for how much, can cause family disharmony.

Another option is to have a co-successor trustee – one individual along with a corporate
trustee, where the deceased grantor might have spelled out different job duties for the co-
successor trustees. If the document does not spell out the responsibilities, then the
co-successor trustees are jointly responsible for handling all the affairs of the decedent. In
practice, the corporate trustee normally steps up to handle all of the official trust
administration complexities, investable assets and the family member/friend oversees the
discretionary matters – both trustees needing to confer and agree on any decisions.

Camille Jayne “On Point” with Dan Banis of CitizensTrust

continued from page B-42

KEYS Guide_Layout 1  6/20/13  4:36 PM  Page 44

http://www.ocbj.com
http://www.wealthwisefinancial.com
http://www.PenceWealthManagement.com


JUNE 24, 2013                                                                                                                                  KEYS TO WEALTH MANAGEMENT Supplement ORANGE COUNTY BUSINESS JOURNAL B-45

KEYS Guide_Layout 1  6/20/13  4:36 PM  Page 45

http://www.swlaw.com


B-46 ORANGE COUNTY BUSINESS JOURNAL                                                                                KEYS TO WEALTH MANAGEMENT Supplement JUNE 24, 2013

Recognizing the Perils of “Safety”

Even when a safe investment fulfills its initial purpose, its long-term impact can be
unfavorable as market conditions change. Sometimes the danger is obvious; other
times it remains under cover. Factors such as not planning for rising rates, ignoring
inflation, or paying too high a price, can render a safe investment anything but. That’s
why it’s important to recognize the potential threats of safety when building or refining
your investment plan.

The Risk of Not Planning for What’s Ahead

The Fed has anchored short-term interest rates at near zero until mid-2015. However,
as signs of economic growth reemerge, long-term rates could move higher. Since
interest rates and prices are inversely related, fixed income instruments are apt to
decline in value as rates rise.

While the timing and extent of this potential increase remain unknown, it’s important
to recognize that bonds are not invulnerable to loss. Neither is your portfolio if you’re
not properly managing the risks associated with the chance of economic improvement.

The Risk – and Costs – of Inflation

In times of uncertainty, it is not unusual to accept minimal returns in exchange for the
security of fixed income principal protection. What’s the risk? That the purchasing
power of your principal and income may erode due to inflation.

While inflation may not be a near-term threat, if it’s not incorporated into your long-
term planning, your standard of living may eventually be jeopardized. Consequently,
your portfolio should be positioned to outpace inflation.

The Risk of Overpriced Assets

Another risk of safety is the impact of overcrowding on asset pricing. For example,
the recent popularity of 10-year Treasury notes has led to overinflated prices –
compounded by the aforementioned low yields. Add the possibility of inflation and you
could end up overpaying for an asset that has little chance of appreciation.

Defensive stocks, such as utilities and consumer staples, offer a similar example.
Investors have piled into these normally sleepy stocks in search of higher dividends,
rousing their prices in the process.

The Risk of Not Digging Deeper

Fixed income investments each carry their own unique risks, such as interest-rate
risk, credit risk and country risk. For instance, it is not unusual for investors to rely on
the familiar during times of instability, purchasing only home state municipal bonds or
Treasury securities. This leads to overconcentration, leaving investors more exposed
than they think.

Or consider the credit risks of a bond portfolio that has an average rating of A-, yet
contains numerous BBB investments. In all cases, it is prudent to minimize fixed
income risks by digging deeper and by diversifying across states, maturities, sectors
and credit types.

Thinking about Safety in a New Way

You may be thinking that with so much at stake, why bother at all? Because even in
the face of risk, opportunities exist. In fact, the two often go hand in hand. The key is to
understand the potential risks related to each safe haven investment – evident and
hidden – and plan accordingly.

That means thinking about safety in a new way – one that is informed by your distinct
goals, committed to broad and deep diversification, open to value in uncommon places
and acted upon with discipline and agility.

Most of all, you have to believe in your strategy, adapting to any “unsafe” forces that
may emerge as you move forward. Otherwise, you may find yourself not only lured by
the safety net, but tangled within.

Where Are Your Risks Hiding?

How safe are your “safe” investments? Find out with our complimentary, confidential
2020 Risk AuditSM, which has helped thousands of investors uncover hidden risks and
position their portfolios for future success.

2020 Risk Audit is a service mark owned by The Bank of New York Mellon
Corporation.

©2012 The Bank of New York Mellon Corporation. All rights reserved. Products and
services may be provided by various subsidiaries of The Bank of New York Mellon
Corporation.

When Safety Isn’t Safe
The hidden risks of safe investments

n an economic environment rife with uncertainty, it’s no surprise that investors have rushed toward traditional “safe haven” investments. In theory, the move makes sense. In
reality, it masks risks.

What is considered safe today may not be safe tomorrow, just as what was safe yesterday is not necessarily secure today. Putting it simply, investors who rush toward safety can
easily end up heading in the wrong direction.

David Emmes
949.253.5066
President, U.S. Markets - West

David Emmes is president of U.S. Markets -
West which consists of Southern California
(Century City and Newport Beach), Northern
California, Washington, Nevada, Colorado and
the Texas region. In this role, he manages the
investment management, wealth planning, and
private banking services for individuals, families,
endowments and foundations.

Mr. Emmes has spent more than 30 years in the
financial services industry including 12 years with
BNY Mellon. Previous experience includes
institutional fixed income and currency derivatives
for Security Pacific and NatWest Capital Markets.
He also worked with Crosspoint Venture Partners on numerous early stage
investments.

He received a bachelor’s degree and a master of business administration from
California State University, Long Beach.

About BNY Mellon Wealth Management

BNY Mellon Wealth Management is among the nation’s leading wealth managers,
with more than two centuries of experience in providing investment management,
wealth and estate planning, and private banking services to financially successful
individuals and families, their family offices and business enterprises, charitable gift

programs, and endowments and foundations. It is among the top 10 U.S. wealth
managers with about $168 billion in private client assets and an extensive network
of offices in the U.S. and internationally. 

I
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xemptions and Rates
On January 2, 2013, President Obama signed the American Taxpayer

Relief Act of 2012 (“ATRA”), setting the unified Federal gift and estate tax
exemption at $5 million, indexed for inflation ($5.25 million for 2013,

expected to increase by $100,000 or more every year thereafter). ATRA set the
generation-skipping transfer tax (“GST tax”) exemption at the same inflation-
adjusted amount. Estate and gift tax and GST tax are all permanently set at 40%
rates. Taxpayers who previously exhausted
their lifetime gift exemption may now make
additional tax free gifts each year as their
lifetime exemption increases, in addition to
the annual exclusion amounts of $14,000 per
donee.

Portability
ATRA also made “portability” permanent – a

great benefit to married couples. If a spouse dies without exhausting his/her
lifetime gift and estate tax exemption, so long as the decedent’s executor makes
the proper election on an estate tax return, the unused exemption amount is
credited to the surviving spouse for use during life or at death. Any of the
deceased spouse’s unused exemption at the second death will be combined with
the second to die’s estate tax exemption to offset any estate tax liability in the
survivor’s estate.

This allows a surviving spouse to use the exemption of the deceased spouse
to make significant lifetime gifts, either outright or in trust to take advantage of
advanced tax planning techniques.

Previous planning relied on the creation of a “bypass” or “credit shelter” trust at
the first death to fully utilize the decedent’s estate tax exemption. Some couples
may now conclude that their estate plan should be simplified into an “all to the
survivor” plan, eliminating any irrevocable trust at the first death.

Wealthy couples may still plan to fund an irrevocable trust at the first death in
the form of a QTIP trust that will provide for the surviving spouse but ensure that
those assets ultimately pass according to the wishes of the first-to-die, rather
than the wishes of the survivor. This will be particularly important for couples in a
second marriage with children of a first marriage who are to be remainder
beneficiaries. (The survivor, of course, will control his/her share of the wealth,
often held in a survivor’s trust.) The QTIP trust may also receive the benefit of
the GST exemption of the first to die, increasing the assets that may eventually
benefit grandchildren without additional transfer taxation. Relying on portability
alone may not be appropriate for couples with high net worth or specific estate
planning goals.

Permanent?
The provisions of the tax code are as “permanent” as the ever-changing

priorities of the Congress and the President. In President Obama’s 2014 Budget
Proposal (“Budget Proposal”) published in April of this year, he called for a return
of the gift, estate and GST tax regimes in effect in 2009. This would mean a 45%
marginal tax rate, a $3.5 million exemption for estate and GST purposes and a
$1 million exemption for gift taxes – none of which would be indexed for inflation.

Also on the Administration’s chopping block are taxpayer friendly advanced
techniques such as defective grantor trusts, zeroed-out GRATs, dynasty
planning, and health and education exclusion trusts.

Defective Grantor Trusts
A defective grantor trust (“DGT”) is an irrevocable trust treated as owned by

the grantor for income tax purposes, but not for gift or estate tax purposes. A
grantor can use available gift exemption to transfer assets (typically using
valuation discounts) or cash to a DGT and name a child (or anyone) as a
beneficiary. The grantor is taxed on all items of the DGT’s income, deductions
and credits. By paying the income tax for the DGT, the grantor causes the DGT
to grow income tax free, effectively creating additional tax free gifts to the DGT.
The grantor might also choose to sell additional assets to the DGT for a low
interest promissory note, arbitraging the low interest against the future growth
and earnings of the DGT assets without triggering a taxable sale.

The Budget Proposal would gut this technique by requiring that all DGT assets
be included and taxed in the grantor’s estate at death, rendering this technique
counterproductive. Changes to the grantor trust rules are expected to be
effective as of the date of enactment, meaning the technique is still available at
the present. Planners sense that this is a priority proposal for the Treasury
Department and remain concerned that the change could be adopted as a small
part of some unrelated tax legislation.

Zeroed-out GRATs
In a grantor retained annuity trust (“GRAT”), the grantor transfers property to

an irrevocable trust and retains the right to a stream of payments for a term of
years. At the end of the term, the property remaining in the GRAT passes to or
for the benefit of the remainder beneficiaries named in the trust instrument. The
grantor is treated as making a taxable gift of the remainder interest, valued
pursuant to actuarial tables at the time the GRAT is funded. Actuarial tables
account for the present value of expected payments to the grantor based upon
current interest rates and the grantor’s life expectancy. The GRAT provides the
opportunity to make a tax free gift of any growth in value of the trust assets not

E
The “Permanent” Relief Act

by Timothy J. Kay, Partner, and Steffi G. Hafen, Associate, Snell & Wilmer

accounted for by the actuarial tables.
In a “zeroed-out” GRAT, gift tax can be avoided entirely on the growth of rapidly

appreciating assets by selecting an annuity amount equal to the present value of
the assets transferred to the GRAT. The grantor will be treated as having made a
negligible taxable gift.

Imagine a taxpayer who owns an interest in a business that is likely to be sold
in a year or so, but for which no binding agreement for sale has been reached.

The contribution to the GRAT will likely
consist of a minority interest and will be
properly discounted to reflect its lack of
marketability and control. The present value
of a two year annuity obligation is structured
to equal the appraised value of the
contributed interest, so there is no significant
taxable gift tax. The business interest may be
sold by the trustee of the GRAT within the first

year at a price much higher than the gift valuation. The annuity is paid to the
grantor for two years, equaling the appraised value of the initial contribution, and
then the entire remaining balance of the GRAT passes to the children gift-tax
free. If the contributed assets are not sold or do not increase in value, the grantor
will simply receive 100% of the initial contribution in the form of the required
annuity payments, but will not have made a taxable gift of any significance.

The Budget Proposal seeks to impose a minimum term for GRATs (likely 10
years) and a minimum value for the taxable gift – perhaps up to 10% of the value
of the contribution. This will increase the gift tax cost of using a GRAT and
increase the risk that if the GRAT assets fail to perform as optimistically projected
during the planning, the taxable gift may exceed the value actually transferred to
the grantor’s remainder beneficiaries. Again, changes are expected to be
applicable to trusts created after the date of enactment.

Dynasty Planning
Dynasty trusts are irrevocable trusts formed in jurisdictions that allow trusts to

exist in perpetuity and to which GST tax exemption is allocated. These trusts can
benefit successive generations without being reduced by GST tax at each
generation.

California law does not provide for perpetual trusts for families, so California
residents often create these trusts in friendlier states, such as Delaware, that
allow trusts to exist in perpetuity.

The Budget Proposal would limit the duration of the GST tax exemption and
minimize the tax savings of dynasty trusts over multiple generations. Any change
will likely be applicable to additions to preexisting trusts and to trusts created
after the date of enactment.

Turning Down the HEET?
Gifts to pay tuition or medical expenses are excluded from both gift and GST

tax if executed correctly. The health and education exclusion trust (“HEET”) takes
advantage of this taxpayer-friendly law and is structured to provide for the health
and education costs for multiple generations without ever incurring gift or GST
tax liabilities. The Budget Proposal seeks to clarify the GST tax treatment of
HEETs, likely limiting the permissible duration of the GST tax exemption.

Planning Today
ATRA provides some wonderful estate planning opportunities that are available

to taxpayers today while the President’s Budget Proposal singles out the
techniques that are so good the IRS wants to eliminate them. Early planning with
these powerful tools can result in very significant gift tax free transfers to your
loved ones over time.

Finally, portability may be touted as allowing simpler estate planning, but for
couples with significant wealth, blended families or unique goals, portability alone
may not be the answer. A check-up with your estate planner may be advised to
ensure that your plan takes appropriate advantage of today’s laws and cutting
edge techniques.

Timothy J. Kay
Timothy J. Kay is a Certified Specialist in Estate

Planning, Trust and Probate Law, California Board of
Legal Specialization. His practice is concentrated in

tax, trust, and estate matters with emphasis in estate
planning, trust and probate administration, and estate

and gift taxation. Tim can be
reached at 714.427.7400 or

tkay@swlaw.com.

Steffi G. Hafen
Steffi G. Hafen is an associate in the Orange County

office of Snell & Wilmer. Her practice is concentrated in
estate planning and taxation matters. Steffi can be
reached at 714.427.7076 or shafen@swlaw.com.
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n my over 20 years of financial services and real estate experience, my investors,
friends and family have come to me with two basic requests for their investments,
whether those investments are on Wall Street or on Main Street, they are:

1. Don’t lose my money!
2. Pay me a good return…but please refer back to #1!

Keeping those two stipulations in mind, Ignite Funding does not choose the investment or
the interest rate, our investors do. You are not pooled into a fund of different investments;
you choose your investment based on your own personal criteria.

If you are not investing in real estate because you think you missed the opportunity, it is
too much work, or you feel like you do not have enough capital to invest, I’d like you to
reconsider. The opportunity to invest with mid- to large-sized homebuilders in the
Southwest is a reality, and a small amount of capital can go a long way to building upon
your financial future.

Chances are that your current investments charge a fee or commission, it is also likely

I

IGNITE FUNDING 
“Providing an Income Solution”

by Ryan Lodes, VP of Sales, Ignite Funding

that your current investments do not provide
built-in-equity for market volatility either,
lastly what is the average hold time of your
investments? Three years? Five? Some up
to a seven year hold to return your principle!
Ignite underwrites our investments from 6 to
24 months. And for those that think you do
not have enough capital to get started, you
can start with as little as $10,000.

Ignite Funding is a non-depository credit
institution that matches home builder and
developers with investors seeking capital
preservation in collateralized commercial
real estate
investments, while
earning a 10 to 12%
annualized return.
Ignite began
operations in 1995 as
a traditional home
mortgage lender
providing financing to
home buyers. The
passing of the Dodd-
Frank Act made it
increasingly difficult to
compete with institutional banks. As the
landscape of bank financing changed for
home buyers, it has for the home builders
and developers as well. The difference
between a residential lender and
commercial lender is simple; residential
lending provides financing options to home
buyers with bank capital and commercial
lending provides financing to home builders
and developer with investor capital.

In 2011, Ignite Funding looked to fill this
need in the space by working with its
established relationships to bring financing
back to homebuilders and developers who
emerged from the debilitating real estate
collapse. We pride ourselves in working
with a handful of borrowers with a proven
track record. We follow a strict underwriting
process when evaluating our loans before
they are presented to our investors on a
matrix that includes, but is not limited to,
location, market conditions, various
valuation methodologies, borrower track
record and financial condition, and exit
strategy. These projects can include the
acquisition of land, development, and
construction of residential and commercial
properties. Since 2011, Ignite Funding has
funded more than $100 million in loans with
investor capital.

Deploy your capital in collateralized real
estate investment and take advantage of
the opportunities we have today, and let us
help you invest with those two mantras:

1. Don’t lose my money!
2. Pay me a good return…but please 

refer back to #1!

For more information on our
comprehensive track record, current
investment opportunities, and educational
meetings, please contact VP of Sales Ryan
Lodes, 610 Newport Center Dr., Suite 1250,
Newport Beach, CA 92660, P:
949.945.6005, C: 949.547.5380, F:
702.739.7735, rlodes@ignitefunding.com,
www.ignitefunding.com.

Ryan Lodes
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small business owner in Orange County was looking to finance a new
solar installation – taking advantage of a state program for renewable
energy – but a traditional business loan was not feasible due to cash flow
constraints.

However, in consultation with a private client advisor, the owner was able to
leverage a personal investment portfolio to fund the project until costs from the
solar installation were recouped.

That’s just one example of how a business owner might use business and
personal wealth to create financing strategies for specific goals – without
liquidating assets or missing out on investment opportunities.

Making the personal-business wealth connection work.
Business owners recognize the interconnection between business success

and personal wealth, but often do not optimize their assets to achieve wealth
goals in the most efficient manner.

In many cases, business assets and personal assets are managed
independently – often by different financial advisors or different financial
institutions. As a result, decisions about credit, compensation, retirement
planning, estate planning, cash management and other financial goals are often
made without the benefit of having a full picture of the person’s Total Wealth
Portfolio.

With a Total Wealth Portfolio approach, owners may be in a stronger position
to increase borrowing power, minimize the cost of capital, improve cash flow,
preserve established assets, take advantage of investment opportunities, and
reduce risk throughout their portfolio.

For example, an owner may choose to retain assets in a business to improve
the firm’s balance sheet or make a decision to increase salary or distribution in
order to finance a personal investment, such as a second home, rental property,
or college education. But when looking at these financial goals holistically using
a Total Wealth Portfolio approach, the owner can more fully optimize assets to
reach their goals.

Innovation in action.
Larger office. Increase revenue.
A business was looking at purchasing a larger office building to accommodate

growth while taking advantage of today’s low financing rates. The target property
also had the benefit of providing rental income from several tenants. But
because only a portion of the rental units were occupied, the business could only
receiving financing to cover 75 percent of the cost of the property.

Rather than settle for a different, smaller property, the owner was able to
secure full financing by using personal assets and an investment line of credit
(ILOC) – essentially creating a bridge loan until the rental units we occupied and
the full rental income could be established. 
Business sale to ESOP. Defer capital gains.
After evaluating multiple succession strategies, a business owner established

an employee stock ownership plan (ESOP) to provide a market for his shares of
the company. A private client advisor assisted the owner by coordinating a
commercial financing strategy to leverage the ESOP, and introduced him to a
portfolio manager that would manage the proceeds of the sale according to
section 1042 and the owner’s overall financial plan.
Deferred compensation. Fund college.
A business owner was able to increase retirement savings within the business

while developing a plan to fund a college education for her children. By using a
non-qualified deferred compensation plan in addition to a 401(k), she could defer
an unlimited amount of salary or bonuses on a pretax basis until a future date. In
this case, the owner established a series of payouts to coincide with a four-year
college funding plan. 

Unlock the Potential Synergy of Business and Personal Assets
Taking a Total Wealth Portfolio approach

This strategy is ideal for well-established businesses with solid growth.

Working with a private client advisor.
A key to maximizing the value of a Total Wealth Portfolio approach is working

with a private client advisor who can partner with tax and legal advisors to
complete risk assessments and develop actionable strategies to achieve
business and personal financial goals.

A private client advisor will assemble a team of additional banking and
investment professionals to create a complete financial strategy that covers a
range of issues: retirement planning, mortgage financing, insurance, investments
and other areas.

A complete financial strategy may involve short-term adjustments in asset
allocation or restructuring liabilities to minimize taxes, improve cash management
and structuring both business and personal balance sheets to meet long-range
goals.

Enabling business owners to do more.
According to recent economic forecasts, Orange County’s economy is

expected to accelerate through 2015, driven by job growth, population increases,
and a decline in unemployment.

So, for many small business owners here, it’s an excellent time to plan to re-
examine business and personal wealth strategies – and unlock the potential of
your Total Wealth Portfolio in a growing economy and in a low rate environment. 

Your goals can range from the strategic use of credit, to planning income flows
for the future, or even to making sure the collective cash you have on hand
across your portfolio is working its hardest for you.

Edward Mora
Market Leader Edward Mora has responsibility for

leading Bank of the West’s local Orange County
Wealth Management team to ensure affluent and high
net worth clients have access to all of the bank’s
resources, including professionals focused on deposit
services, private mortgage banking, trust services, and
investment management. 

Mora has more than 20 years of experience advising
affluent and high net worth business owners regarding
wealth planning, investment solutions and private
banking.  He is a Certified Financial Planner™
professional and is active in the community, serving on the boards of Project
Access, United Cerebral Palsy of Orange County and the UCI Merage
Center for Investment and Wealth Management. 
For more information, Mora can be contacted at 949.797.1938.

About Bank of the West Wealth Management
Bank of the West Wealth Management Group provides financial products and

services through Bank of the West and its various affiliates and subsidiaries.
The group is part of BNP Paribas’ global wealth management business of more

than 6,000 professionals in 30 countries worldwide with over $10 billion in assets
under management (including assets held by subsidiaries) in the United States and
$354 billion (€265 billion) in assets under management globally as of December

31, 2012.
Securities and variable annuities are offered through BancWest Investment

Services, Inc., a registered broker/dealer, Member FINRA/SIPC. BancWest
Investment Services is a wholly owned subsidiary of Bank of the West and a
part of the Wealth Management Group. BancWest Corporation is the holding
company for Bank of the West. BancWest Corporation is a wholly owned
subsidiary of BNP Paribas.

Total Wealth Portfolio Management
Managing business assets and personal assets together to enable flexibility

and create opportunities for new kinds of financial strategies.

Business assets can include:
Property
Equipment
Inventory
Retirement plans

Personal assets can include:
Property
Vehicles
Investments
Collectables
Retirement plans

Investment and Insurance Products are:

NOT FDIC INSURED • NOT BANK GUARANTEED • MAY LOSE VALUE • 
NOT A DEPOSIT • NOT INSURED BY ANY FEDERAL GOVERNMENT AGENCY

A
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hat started as a one-week pilot program on financial literacy has blossomed into a
highly sought after summer residential for underserved 8th and 9th grade girls
from the Southern California area. This year will be no exception as the Center for
Investment and Wealth Management (CIWM) at UC Irvine’s Paul Merage School

of Business gets underway with plans for the third annual Financial Literacy Summer
Residential Program scheduled to take place August 4 through August 10.

“The primary purpose of our Financial Literacy program is to provide a foundation of
financial knowledge, while creating an enjoyable environment and summer experience for
our students,” said Lee Anne Maki, associate director for the CIWM at the Merage School.
“Since we launched this program in 2011, it has been a tremendous success, each year
exceeding our expectations and those of the truly fantastic kids who attend.”

The Financial Literacy
Summer Residential
Program was designed to
instill a strong desire for
understanding financial
matters, encourage admission into a four-year college or university, and inspire confidence
and success in all areas of life. The program was established by Mark Moehlman,
managing director for Beacon Pointe Wealth Advisors and founding chair of the CIWM at
the Merage School.

“It is alarming to me that to this day students receive little to no formal training in money
management. In fact, many of those we’re targeting with this new camp will be the first in
their families to go to college,” said Moehlman. “I have a special place in my heart for the
plight of our youth who do not know how to handle money and I’m thrilled this program has
become so successful.”

Last year, students in the program had the opportunity to tour Taco Bell headquarters and
the trading floor at PIMCO. They even had lunch in the county courthouse and experienced
an in-chambers meeting with Justice Frances Munoz, the first female Latina Judge in the
U.S., and her brother and fellow Judge Greg Munoz. Upon visiting the Charles Schwab®
Corporation, all of the students had the opportunity to open accounts and purchase stock(s)
they chose from their in-class presentations. The accounts were funded on their behalf by
Financial Literacy program sponsors. The program itself was made possible by generous
donations from companies including Experian, GenSpring Family Offices, Hyundai, Merrill
Lynch, Opus Bank, PAAMCO, Walmart and Women Helping Women/Men2Work.

“Many of our sponsors have returned to support this special program once again.
However, we are always looking for new businesses and individuals to get involved, support
the program and students, and offer their facilities for some of our workshops and
educational experiences,” said Maki.

Each year, potential candidates for the Financial Literacy program are referred by partner
organizations. The number of organizations has doubled since the inception of the program
and now includes Big Brothers/Big Sisters, El Viento, El Sol, Kidworks, Operation Jump
Start, Project Hope, Wooden Floor and the Santa Ana Unified School District. The program
has experienced an increase in applications each year from students in Orange, Los
Angeles and Riverside Counties. This year, 30 girls have already been chosen to
participate in the program which covers basic budgeting, banking, credit and financial
market comprehension. Many of these essential life skills are not readily available to most
youth. Classroom speakers and workshops are augmented by field trips, corporate visits
and cultural events highlighting the college experience.

“There is much that can be accomplished when the mission and the inspiration is clear,”
said Andy Policano, dean of The Paul Merage School of Business at UC Irvine. “The
Merage School takes pride in its mission to enhance socially responsible growth, whether
that is to our students or to our community. The Financial Literacy program provides a
unique way for the business community to help provide essential education and skills to
deserving teens. The results, so far, have been inspirational. Graduates from this program
have a newfound support network and are encouraging each other as they research
colleges. We look forward to welcoming the next class to the campus this August.”

For companies and individuals who wish to get involved or help sponsor a student
contact Lee Anne Maki at lmaki@uci.edu or call 949.824.2675. To learn more about the
program, visit merage.uci.edu/go/literacy.

Financial Literacy Residential 
Continues to Pay Dividends

Growth continues as program for underprivileged
teens enters its third season

Participants in the 2012 Financial Literacy Summer Residential took part in exciting field
trips to businesses like Taco Bell headquarters and the trading floor at PIMCO.

W

he most common question we are asked by a new client is, “How much of my portfolio
can I withdraw during retirement without risking that I will outlive my assets?” The
answer to that question has many variables including sequence of returns, longevity,
asset allocation parameters and withdrawal rates. As a hypothetical example, with a

30-year time horizon, a 60% equity/40% fixed income allocation and a 4% withdrawal rate,
there is still risk of outliving your assets. By lowering the
distribution rate to 3% rate and given the same scenario,
the probability of outliving assets is reduced substantially.
However, the difference between a 3% and a 4%
distribution rate makes a significant difference in the dollars
received. For every $1 million in assets, a 3% distribution
rate yields $30,000 of income, whereas a 4% distribution
rate yields $40,000 per year. For that reason, most
individuals utilize a 4% distribution rate during retirement.

The next question usually asked is, “If my investments
are making on average more than 4% per year, why can’t I
take out more than 4% per year?” The answer to that question has to do with the difference
between average straight-line rates of returns and actual variable rates of returns during the
distribution phase; as well as the impact of inflation over time which mandates an increase of
the amount distributed every year to account for purchasing power parity.

The retirement income challenge is further compounded by the fact that yields on fixed
income have decreased and the risks in fixed income assets are increasing as we face the
potential of a rising interest rate environment.

And since there are no do-overs at retirement, now is the time to reevaluate your investment
strategy to ensure that you are preparing adequately to get to your desired goals.

At WealthWise Financial Services, we welcome the opportunity to discuss how we can help
you pursue your financial goals.
Call our office at 949.748.1177 for the complimentary chart “Withdrawal Rates: Making Your

Assets Last” or visit us at www.wealthwisefinancial.com.

T

Maximizing Retirement Income 
Without Outliving Assets

by Loreen M. Gilbert, President, WealthWise Financial Services

Loreen Gilbert
Loreen Gilbert, CIMA, AIF, CRC, CLTC is a Registered

Representative with and securities and financial planning
are offered through LPL Financial, a Registered Investment
Advisor. Member FINRA/SIPC.
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