STEP 1

HUSBAND WIFE

TBE

WIFE'S
REVOCABLE
TRUST

HUSBAND'S
REVOCABLE
TRUST

Home  $1,000,000

STEP ONE:

Husband and wife have $16,000,000 of investments and would like to avoid potential
future creditor claims and federal estate taxes.

They have two children.
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HUSBAND

HUSBAND'S
REVOCABLE
TRUST

STEP 2

TBE

WIFE

Home /

$1,000,000

STEP TWO:

Husband and Wife establish LLC 1 and LLC 2.
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STEP 3

VARIABLE ANNUITY HUSBAND WIFE VARIABLE ANNUITY
{Low cost fixed income or bond funds) {Low cost fixed income or bond funds)
TBE
$500,000 $500,000
HUSBAND'S Home / WIFE'S

REVOCABLE
TRUST

REVOCABLE
TRUST

$1,000,000

NEVADA
IRREVOCABLE
TRUST

Wife, Manager

NEVADA LLC

Bonds/Bond Funds  $5,000,000

Investments $700,000

Investments {(mostly equities) $9,300,000

STEP THREE:

Husband and Wife establish Nevada Irrevocable Trust and subsidiary LLC, and transfer $700,000 as a gift to
the subsidiary LLC.

They also place $5,000,000 of bonds under LLC 1, and $9,300,000 of investments under LLC 2, and purchase
two $500,000 variable annuities.
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VARIABLE ANNUITY

{Low cost fixed income or bond funds}

$500,000

STEP 4

HUSBAND

TBE

/ 1
Home

$1,000,000

HUSBAND'S
REVOCABLE
TRUST

WiFE VARIABLE ANNUITY

$500,000

({Low cost fixed income or bond funds}

WIFE'S
REVOCABLE
TRUST

Bonds/Bond Funds  $5,000,000 1%V

(Owes $6,510,000 Note)

99% NV

Investments (mostly equities) $9,300,000

STEP FOUR:

Husband and Wife sell a 99% NV Member Interest in LLC 2 to the Nevada Irrevocable
Trust in exchange for a $6,510,000 Note.
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STEP 5

VARIABLE ANNUITY

({Low cost fixed income or bond funds)

HUSBAND

$500,000

DESCENDANT S
EDUCATION
TRUST

.S%V/

HUSBAND'S
REVOCABLE
TRUST

*** (see note at bottom left)

TBE

Home / 5%V

$1,000,000 9__% NV

{Could be placed under QPRTs -
but then possessory interest may
be subject to creditor claims}

gifting allowance beginning in Year 2.

Annual gifting of ownership of LLC 1 to Descendants
Education Trust will use $28,000 per year per child

***NOTE: Husband's Revocable Trust or Wife's Revocable
Trust may be funded on first death by having suriving
spouse disclaim one-half of TBE assets, including
ownership of LLC 1, and possibly the homestead.

Bonds/Bond Funds  $5,000,000

Note  $6,510,000
Total Value $11,510,000

$11,510,000
X 70%
$8,057,000

STEP FIVE:

Husband and Wife contribute the Note to LLC 1, and transfer a .5% Voting Member Interest and a smali Non-
Voting Member Interest to a new Descendants Education Trust to use their annual exclusion gifting ability
and provide for the college education of their future grandchildren, and great-nephews and great-nieces.
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WIFE VARIABLE ANNUITY

{Low cost fixed income or bond funds)

$500,000

WIFE'S
REVOCABLE
TRUST

NEVADA
IRREVOCABLE
TRUST

*+* (see note at bottom left)

Wife, Manager

NEVADA LLC

1%V 99% NV

Investments $700,000

Investments (mostly equities) $9,300,000

NEVADA IRREVOCABLE TRUST - For children - Trust
Protectors may add Husband and Wife as beneficiaries
if ever needed.

The Nevada Trust may be considered as two trusts - one
formed by Husband, and one formed by Wife - to be
formally divided upon first death to continue as complex
trust formed by first dying spouse and defective grantor
trust formed by surviving spouse.
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STEP 6

VARIABLE ANNUITY HUSBAND WIFE VARIABLE ANNUITY
{Low cost fixed income or bond funds) {Low cost fixed income or bond
TBE funds}
$500,000 plus growth
HUSBAND'S Home / 5%V WIFE'S

REVOCABLE
TRUST

$1,000,000 9_ %NV

REVOCABLE

DESCENDANT S TRUST {Could be placed under QPRTs
EDUCATION - but then possessory ir_tterest NEVADA
TRUST ::;an; subject to creditor IRREVOCABL
E TRUST

**¥ {see note at bottom left) *+* (see note at bottom left)

100

Wife, Manager

Annual gifting of ownership of LLC 1 to Descendants
Education Trust will use $28,000 per year per child gifting
allowance beginning in Year 2.

NEVADALLC

**¥*NOTE: Husband's Revocable Trust or Wife's X o
Revocable Trust may be funded on first death by $11,510,000 {plus 9 years of growth minus distributions)
having suriving spouse disclaim one-half of TBE
assets, including ownership of LLC 1, and possibly the

Investments  $700,000 (plus growth)

Proceeds from Family LLC 2 Liquidation

{minus payments of $6,510,000 Note plus payments on Note)
Net Value $14,486,030

STEP SIX:

AFTER NINE YEARS.

NEVADA IRREVOCABLE TRUST - For children - Trust
Protectors may add Husband and Wife as beneficiaries

if ever needed.

The Nevada Trust may be considered as two trusts -
one formed by Husband, and one formed by Wife - to
be formally divided upon first death to continue as
complex trust formed by first dying spouse and
defective grantor trust formed by surviving spouse.
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