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Should the Checking Account be Held in the Name of the Trust?
By Colleen Cowles

In most cases, titling on the checking account should be changed to the name of the trustee(s) of the trust.  Even if the client(s) do not retain large sums in the checking account, if a deposit was made but checks have not yet cleared on the date of death, amounts in the account (and potentially added to other assets) could exceed transfer by affidavit amounts, thereby potentially creating a probate.  Holding the checking account as a trust asset also streamlines eventual termination of the trust.  When the trust is terminated, if the checking account is held by the trust, deposits and disbursements may be made through the checking account for easy record keeping and bill paying.  If the checking account is held outside of the trust, accounting is complicated if expenses are paid from an account which is not part of the trust.  

At many banks, electronic transfer of funds between accounts is only available between accounts with identical titling, so if a savings account is held in trust but the checking account is titled in individual name(s), automated transfers may not work.  

Checks do not need to show the trust name and, in fact, reference to the trust on the checks may complicate check cashing for the client.  The signature card simply needs to be changed.  Accounts should not be closed, since checks written on the original account could bounce, and unnecessary expenses such as new checks would be created.  

The letters of instruction generated by Cowles Trust Plus® cover all of these details, so the client can simply take the letter to the institution to re-title the account, and typical questions asked by the institution will be answered in the letter.  This is a great convenience for the client, saves time and helps the bank in accurately making title changes, and builds great rapport with potential referral sources.   

 
LEGISLATIVE UPDATE

IRS Updates List of Actions Eligible for Postponement Due to Military Service or Disaster 

In Revenue Procedure 2007-56, the Internal Revenue Service updated the list of time-sensitive acts eligible for postponement under I.R.C. § 7508, which covers acts for individuals serving in or serving in support of the Armed Forces of the United States in a combat zone, and under § 7508A, which deals with acts for taxpayers affected by a presidentially declared disaster or a terrorist or military action. According to the revenue procedure, this list supplements the list of postponed acts already specified in section 7508(a)(1) and section 301.7508A-1(c)(1)(vii) of the Procedure and Administration Regulations and supersedes Rev. Proc. 2005-27. 

The IRS said that this revenue procedure does not, by itself, provide postponements under section 7508A. Rather, in order for taxpayers to be entitled to a postponement for a listed act, the IRS will generally publish notice or other guidance providing relief with respect to a presidentially declared disaster, or a terrorist or military action. However, when a taxpayer qualifies under § 7508, the acts listed in this revenue procedure are also postponed for that taxpayer, whether or not the IRS publishes a notice or issues other guidance. 

Section 9 of Revenue Procedure 2007-56 lists twenty acts concerning estate, gift and trust issues performed by taxpayers which are eligible for postponement.

Source: Westlaw: Rev. Proc. 2007-56, 2007-34 I.R.B. 388, 2007 WL 2348066; Internal Revenue Service, Rev. Rul. 2007-56, 2007-34 I.R.B. 388, published August 20, 2007.

IRS Identifies Excessive Charitable Contributions and Abuse of Grantor Trusts as Transactions of Interest

The IRS issued two separate notices identifying the first two transactions of interest under a new category of reportable tax shelter deals first proposed in 2006. Notice 2007-72 describes a transaction in which a taxpayer makes a charitable contribution of an interest in a limited liability company that holds real property more than a year after acquiring the interest (in order to treat the interest as long-term capital gain) and claims a deduction for the contribution that is significantly higher than the amount the taxpayer paid to acquire the interest. Notice 2007-72 describes a transaction that uses a grantor trust, which is allegedly terminated and subsequently re-created, for the purpose of allowing the grantor to claim a tax loss greater than any actual economic loss sustained by the taxpayer or to avoid inappropriately the recognition of gain. Tax authorities believe that both transactions have the potential for abuse, but at present lack sufficient information to determine whether the transactions should be identified specifically as tax avoidance transactions.

Both notices explain that the transactions described, and substantially similar transactions, have been identified as transactions of interest for purposes of regulations § 1.6011-4(b)(6) and I.R.C. § 6111 and § 6112, and warn taxpayers involved with these transactions that certain responsibilities may arise from their involvement.

Source: Westlaw: Transaction of Interest – Contribution of Successor Member Interest, Notice 2007-72, 2007-36 I.R.B. 544, 2007 WL 2306903; Transaction of Interest – Toggling Grantor Trust, Notice 2007-73, 2007-36 I.R.B. 545, 2007 WL 2306904; Internal Revenue Service: Treasury, IRS Issue Guidance on Transactions of Interest, IR-2007-143, Newsroom, published August 14, 2007. 

Interim Guidance Issued on Release of Estate Tax Lien

In SBSE-04-0607-018, the Internal Revenue Service Small Business/Self-Employed Division issued interim guidance for the timely release of Form 668-J, Notice of Federal Estate Tax Lien Under Internal Revenue Laws, which is recorded to secure estate tax deferred under I.R.C. § 6166. 

According to the memorandum, upon receipt of the full amount of tax deferred under IRC § 6166, the Cincinnati Campus Estate & Gift Tax Operation will coordinate with Technical Service, Advisory to ensure that the Form 668-J is released in a timely manner.

Source: Westlaw: Estate Taxes: SB/SE Issues Interim Guidance On Estate Tax Lien Releases, 168 DER K-1, 2007; Internal Revenue Service: Interim Guidance on Estate Tax Lien Releases, SBSE-04-0607-018, Electronic Reading Room, published August 28, 2007.
2007-2008 Priority Guidance Plan Released

Last month the U.S. Department of the Treasury and the Internal Revenue Service jointly announced the release of the 2007 - 2008 Priority Guidance Plan. To assist officials in drafting the plan, the Department and Service issued Notice 2007-41 soliciting suggestions from taxpayers, tax practitioners, and industry groups in an attempt to identify guidance items that are most important to taxpayers and the tax administration. The current plan contains 303 projects to be completed over a twelve-month period, from July 2007 through June 2008, as well as an Appendix listing routine guidance that is published each year.

Among the projects listed in the plan are several items of interest related to gifts, estates and trusts, as follows:

· Final regulations under section 67 regarding miscellaneous itemized deductions of a trust or estate. Proposed regulations were published on July 27, 2007.

· Guidance under section 642(c) concerning the ordering rules for charitable payments made by a charitable lead trust.

· Revenue ruling on the division of charitable remainder trusts under section 664.

· Proposed regulations under section 664(c) to reflect the 2006 Tax Relief Act amendment concerning the effect of UBIT on charitable remainder trusts.

· Proposed regulations under section 2032(a) regarding the imposition of restrictions on estate assets during the 6 month alternate valuation period.

· Guidance regarding the consequences under various estate, gift and generation-skipping transfer tax provisions of using a family-owned trust company as the trustee of a trust.

· Guidance under section 2036 regarding the tax consequences of a retained power to substitute assets in a trust.

· Final regulations under sections 2036 and 2039 regarding the portion of a split-interest trust that is includible in a grantor’s gross estate in certain circumstances in which the grantor retains an annuity or other payment for life.

· Final regulations providing guidance under section 2053 regarding the extent to which post-death events may be considered in determining the value of the taxable estate.

· Revenue procedure under section 2522 containing sample inter vivos charitable lead unitrusts.

· Guidance under section 2642(g) regarding extensions of time to make allocations of the generation-skipping transfer tax exemption.

· Guidance under section 2703 regarding the gift and estate tax consequences of the transfer of assets to investment accounts that are restricted.

· Guidance under section 2704 regarding restrictions on the liquidation of an interest in a corporation or partnership.
Source: Westlaw: Department of the Treasury 2007 - 2008 Priority Guidance Plan, 2007 WL 2350240; Department of the Treasury, Treasury Releases 2007-08 Tax Priority Guidance Plan, Pressroom, published August 13, 2007.

Applicable Federal Rates for September
REV. RUL. 2007-57
TABLE 1
Applicable Federal Rates (AFR) for September 2007
Period for Compounding

	 
	Annual
	Semiannual
	Quarterly
	Monthly

	Short-term

	AFR
	4.82%
	4.76%
	4.73%
	4.71%

	110% AFR
	5.31%
	5.24%
	5.21%
	5.18%

	120% AFR
	5.79%
	5.71%
	5.67%
	5.64%

	130% AFR
	6.29%
	6.19%
	6.14%
	6.11%

	Mid-term

	AFR
	4.79%
	4.73%
	4.70%
	4.68%

	110% AFR
	5.27%
	5.20%
	5.17%
	5.14%

	120% AFR
	5.76%
	5.68%
	5.64%
	5.61%

	130% AFR
	6.24%
	6.15%
	6.10%
	6.07%

	150% AFR
	7.23%
	7.10%
	7.04%
	7.00%

	175% AFR
	8.45%
	8.28%
	8.20%
	8.14%

	Long-term

	AFR
	5.09%
	5.03%
	5.00%
	4.98%

	110% AFR
	5.61%
	5.53%
	5.49%
	5.47%

	120% AFR
	6.13%
	6.04%
	6.00%
	5.97%

	130% AFR
	6.65%
	6.54%
	6.49%
	6.45%




TABLE 2
Adjusted AFR for September 2007
for purposes of IRC section 1288(b)
Period for Compounding

	 
	Annual
	Semiannual
	Quarterly
	Monthly

	Short-term adjusted AFR
	3.65%
	3.62%
	3.60%
	3.59%

	Mid-term adjusted AFR
	3.92%
	3.88%
	3.86%
	3.85%

	Long-term adjusted AFR
	4.44%
	4.39%
	4.37%
	4.35%




TABLE 3
Rates under IRC section 382(f) for September 2007

	Adjusted federal long-term rate for the current month
	4.44%

	Long-term tax-exempt rate for ownership changes during the current month (the highest of the adjusted federal long-term rates for the current month and the prior two months.)
	4.50%




TABLE 4
Appropriate Percentages under IRC section 42(b)(2) for September 2007

	Appropriate percentage for the 70% present value low-income housing credit
	8.15%

	Appropriate percentage for the 30% present value low-income housing credit
	3.49%




TABLE 5
Rate under IRC section 7520 for September 2007

	Applicable federal rate for determining the present value of an annuity, an interest for life or a term of years, or a remainder or reversionary interest


	5.8%


Source: Westlaw: Rev. Rul. 2007-57, 2007-36 I.R.B. 531, 2007 WL 2380705; Internal Revenue Service: Rev. Rul. 2007-57, 2007-36 I.R.B. 531, published September 4, 2007. 
IRS Requests Public Comments on Several Rules and Tax Forms Affecting Estate Planning Practitioners
In continuing efforts under the Paperwork Reduction Act of 1995, the IRS is soliciting comments from the general public on the following items of interest to estate planning professionals:

· Rev. Proc. 2004-45 (corrected to read ``Revenue Procedure 2004-46'') on relief from late GST allocations. This procedure provides guidance to certain taxpayers on a simplified alternate method of obtaining an automatic extension of time to make an allocation of the generation-skipping transfer tax exemption under I.R.C. § 2642(b)(1). In lieu of requesting a private letter ruling, the taxpayer may file certain documents directly with the Cincinnati Service Center to obtain relief.
Comments are due by October 9 and should be sent to Joseph Durbala, Internal Revenue Service, Room 6516, 1111 Constitution Avenue, NW, Washington, DC 20224.
· Final regulations (T.D. 8612) on the availability of the gift and estate tax marital deduction when the donee spouse or surviving spouse is not a U.S. citizen. This regulation provides guidance to individuals or fiduciaries: (1) For making a qualified domestic trust election on the estate tax return of a decedent whose surviving spouse is not a United States citizen in order that the estate may obtain the martial deduction, and (2) for filing the annual returns that such an election may require.
Comments are due by October 15 and should be sent to R. Joseph Durbala Internal Revenue Service, Room 6512, 1111 Constitution Avenue, NW, Washington, DC 20224.

· Rev. Proc. 2004-47 on relief from ruling process for taxpayers who fail to make a reverse qualified terminable interest property election on an estate tax return. This procedure provides alternative relief for taxpayers who failed to make a reverse QTIP election on an estate tax return and allows the taxpayer to file certain documents with the Cincinnati Service Center directly to request relief instead of requesting a private letter ruling and paying the accompanying user fee.

· Final rules (T.D. 8690, IA-44-94) on the deductibility, substantiation, and disclosure of certain charitable contributions. This regulation provides guidance regarding the allowance of certain charitable contribution deductions, the substantiation requirements for charitable contributions of $250 or more, and the disclosure requirements for quid pro quo contributions in excess of $75, and affects donee organizations described in Internal Revenue Code section 170(c) and individuals and entities that make payments to these organizations.
Comments on Rev. Proc. 2004-47 and T.D. 8690 are due by October 30 and should be sent to David C. Brown, Internal Revenue Service, room 6129, 1111 Constitution Avenue, NW, Washington, DC 20224.

No changes are being made to these rules and forms at this time. However, comments are requested on (1) whether the collection of information is necessary for the proper performance of the functions of the agency, including whether the information shall have practical utility, (2) the accuracy of the agency's estimate of the burden of the collection of information, (3) ways to enhance the quality, utility, and clarity of the information to be collected, (4) ways to minimize the burden of the collection of information on respondents, including the use of information technology, and (5) estimates of start-up and operating costs, maintenance, and purchase of services to provide information.

Source: Westlaw: Proposed Collection; Comment Request for Revenue Procedure 2004-45, 72 FR 44227-01, 2007 WL 2236870; Proposed Collection; Comment Request for Revenue Procedure 2004-46 Correction, 72 FR 46711-01, 2007 WL 2362477; Proposed Collection; Comment Request for Regulation Project, 72 FR 46129-01, 2007 WL 2323051; Proposed Collection; Comment Request for Revenue Procedure 2004-47, 72 FR 50457-02, 2007 WL 2455627, and Proposed Collection: Comment Request for Regulation Project, 72 FR 50459-01, 2007 WL 2455629; Department of the Treasury, Internal Revenue Service, Proposed Collection; Comment Request for Revenue Procedure 2004-45, 72 Federal Register 44227, No. 151, Notices – August 7, 2007; Proposed Collection; Comment Request for Revenue Procedure 2004-46 Correction, 72 Federal Register 46711, No. 161, Notices – August 21, 2007; Proposed Collection; Comment Request for Regulation Project, 72 Federal Register 46129, No. 158, Notices - August 16, 2007; Proposed Collection; Comment Request for Revenue Procedure 2004-47, 72 Federal Register 50457-50458, No. 169, Notices – August 31, 2007; Proposed Collection: Comment Request for Regulation Project, 72 Federal Register 50459, No. 169, Notices – August 31, 2007.

ABA Selects Chair and Chair-Elect of Tax Section

 In a recent press release, the American Bar Association’s Section of Taxation announced that Stanley Blend, a shareholder and chairman of the board of the law firm Oppenheimer, Blend, Harrison and Tate, Inc., has been selected to chair the tax section for the upcoming year. At the San Antonio firm, his practice covers areas in income and estate tax planning, income tax controversy, and mergers and acquisitions negotiations, and he also serves as the firm’s practice group leader of the Property Exchange Group and the Tax Group. Blend, who became chair at the close of the ABA's Annual Meeting in San Francisco on August 14, will serve a one-year term.

William Wilkins, a partner in the Washington, D.C. office of WilmerHale, was chosen to serve as chair-elect, and will succeed Blend at the end of his term. According to the new release, Wilkins, works in the firm's tax group, advising clients on tax aspects of business transactions and counseling nonprofits on tax and governance issues.

Source: Westlaw: Associations: ABA Tax Section Selects Chair, Chair-Elect, 157 DTR G-3, 2007; American Bar Association, Section of Taxation, San Antonio Lawyer Stanley L. Blend Selected to Lead Nation's Largest Tax Lawyers Group, News  Release – published August 14, 2007.
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Cowles QuickMerge, included within the Trust Plus system, allows you to merge Cowles client and contact data with model documents to create letters, documents, envelopes, and labels within Microsoft Word. Sample letter, envelope, and label formats are included. In addition, the system allows you to edit these samples to your specifications, or to add new items. Use this feature to update your clients regarding new tax legislation, recommend a review of their estate plan, or print labels or envelopes for holiday cards. 

The system is accessed from the Trust Plus "System" menu. Three tabs across the top of the QuickMerge window correspond to the types of actions you may want to perform. The first two tabs give you the ability to merge your client or contact data with various document models. 
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Merging Documents

Merging data into documents requires only a few steps:   

1. Select the Model: The "Select model" drop-down box displays items that are currently available to merge with your client or contact data. To get you started, the Cowles system contains a sample letter which includes merge codes for the name, address, salutation, and signature. The content may be edited manually once the documents are merged. To make permanent changes to the model, see Editing Existing Model Documents below. Sample envelope and label models are also included. 

2. Select the Clients/Contacts: The system offers the ability to select individual clients or contacts to be merged with the model selected above by clicking the check box to the left of each record. Alternatively you may select all clients or contacts by clicking the "Select All" check box at the top of the list. This check box serves as a toggle between "Select All" and "Deselect All". 

3. Merge Your Documents: After you have selected your model and the clients or contacts to be merged, click the "Create Merged Document" button. The Cowles system will launch Microsoft Word and will display your documents merged with your client data. The document may then be edited to your specifications and/or printed. It is recommended that your file be saved by clicking "File/Save As" within Word. Your changes will be saved within your Word document, but will NOT affect the original model. 

Editing Existing Model Documents

Existing models may be edited permanently to reflect your needs for particular language. On the Tools tab select the model you want to edit from the "Existing model" drop-down menu and click the "Microsoft Word" icon to the right of that field. The system will launch Word, and the model will be displayed. After changes are made, the document must be saved in the current location and Word must be closed. Please note: Using this method to edit a model document will overwrite the content of the original model.

Creating New Model Documents

The Tools tab provides the ability to create new documents based on an existing model. By basing the new document on an existing document, the address information, salutation, and signature information will already be in place and only the content will need to be edited and saved. 
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Creating a new model based on the selected model requires only a few steps:

· Click on the Tools tab and select your "Merge source" - either client data or contact data. 

· Using the drop-down menu, choose an existing model, such as the Sample Letter. 

· Enter a new name for the model you are creating, such as Client Follow-up Letter, and click "Create a new model based on the selected model."
· The system will launch Microsoft Word, and your new model will be displayed. 
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Changes may now be made to the document, though it is not necessary to change the codes unless different merge information is needed. QuickMerge does provide the ability to merge various other data fields into your documents, such as email, phone number, and spouse name. 
Once the changes are made, save your document to the current location and exit Word. If you save your document to a different location, the Cowles software will not be able to find your new changes, and the original document will be displayed in QuickMerge.

The new model (and the original model) will now be included within the drop-down box on the "Create Client Documents" or "Create Contact Documents" tab.
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The new document will include any changes that were made previously and may now be used to create customized letters for all selected clients.

Call us today at (800) 366-1730, or email us at west.appsupport@thomson.com if you have any questions.
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