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Do you feel like me? With respect to our nation,
I have never felt more division and less
cohesion than I now feel. I am a newly declared
political independent who is becoming
frustrated with all the name calling and
self-interest exhibited by both political parties.

How can there be any true interest in average
citizens if members of our two major political
parties spend so much of their energy and
resources explaining what's wrong with their
adversaries?

With so many current problems, the last thing
we need is all of this adversarial rhetoric.
Furthermore, their example has bred contempt
among common people toward those viewed as
'being in opposition.' The news media is guilty
of this as well.

As I listen to politicians and the news media, I
am struck with the possibility that they are both
either knowingly or unknowingly exploiting
differences within fellow 'Americans.' These
differences have endlessly grown in scope and
number and now include the following:
conservative vs. liberal, right vs. left, public
sector vs. private sector, union vs. non-union
labor, immigrant vs. established citizen, black
vs. white, Hispanic vs. white, black vs.
Hispanic, wealthy vs. poor, Democrats vs.
wealthy, Democrats vs. Republicans,
Republicans vs. poor, listeners of Fox vs.
listeners of MSNBC, right-to-life vs. free-choice,
religion vs. atheism, religion vs. secularism,
Christianity vs. Islam, Christianity vs. Judaism,
Islam vs. Judaism, etc. We have all been
presented a definition of who we are and have
been told with whom we should be at odds with.
Instead, we should collectively as 'Americans'
be united and upset, and not allow ourselves to
become divided and distracted from the large
economic issues at hand. Enough is indeed
enough.

Since Francis Bellamy wrote the original Pledge
of Allegiance in 1892, there have been four
modifications to the Pledge. Yet all five versions
of the Pledge contain the following words, "one
nation indivisible."

At the time of the writing of the original Pledge,
our nation was not yet 30 years removed from
the most divided time in its short history, the
Civil War. So it is very understandable that,
"one nation indivisible," was such a central
theme. But that theme appears to have lost its
luster with time, as we have seemingly become
a nation of individuals driven by self-interest.
How else can all of the bickering be explained?

Instead of remembering that we are all
Americans who should collectively work to
solve both problems and differences, it has
become more important to declare, "I am
conservative," or "I am liberal." Enemies of our
nation have prophesized that we would destroy
ourselves from within, and that they would win
without firing a shot. Is that happening?

Maybe it will once again take incredibly hard
times to bring forth true statesmen who have
and emit a selfless love of nation that could be
projected upon all. We need these true
statesmen to come forward as our leaders,
setting examples of unity, encouragement and
cohesion. They need to educate the masses
about our economic problems, and refrain from
any name calling or blame. Then they need to
convince people to accept potentially painful
solutions, while also uniformly spreading a
portion of that pain to everyone.

Finally, they need to come forward quickly,
before the present division and economic
problems become hopelessly ingrained and
insurmountable.
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Portability of Basic Exclusion Amount between Spouses
Transfers of property during life or at death are
generally subject to federal gift or estate taxes.
Each taxpayer has an applicable exclusion
amount, which is the amount of property that
can be sheltered from federal gift and estate
taxes by the unified credit.

Prior to 2011, each spouse was entitled to his
or her own applicable exclusion amount, and
any amount that a spouse did not use was lost,
absent special planning.

But, thanks to legislation passed in 2010, the
estate of the first spouse to die can now elect to
transfer any basic exclusion amount that is not
used to the surviving spouse. This is known as
"portability." For 2011 and 2012, the applicable
exclusion amount is redefined as equal to the
sum of the basic exclusion amount of the
surviving spouse and the unused basic
exclusion amount of the last deceased spouse.
For 2011 and 2012, the basic exclusion amount
is $5 million (plus indexing in 2012).

Portability of the exclusion between spouses
and an increase in the basic exclusion amount
would seem to make estate planning easier for
many estates. However, unless extended by
Congress, in 2013, portability of the unused
basic exclusion amount between spouses is set
to expire and the exclusion is scheduled to
decrease to $1 million.

Simple planning with portability
If you're planning today, you could transfer
everything to your spouse and, if you die in
2011 or 2012, your estate can elect to transfer
your unused basic exclusion amount to your
surviving spouse. Your spouse will then have
an applicable exclusion amount equal to the
sum of his or her own basic exclusion amount
and your unused basic exclusion amount,
which your spouse can use for gift or estate tax
purposes. For example, if you transfer your $5
million unused basic exclusion to your surviving
spouse, who also has a $5 million basic
exclusion amount, your spouse then has a $10
million applicable exclusion amount to shelter
property from gift and estate taxes. Such simple
planning might be very practical for some
married couples, especially where the spouses'
combined estates are expected to be less than
the applicable exclusion amount.

Potential need for more complex
planning
There are a number of reasons why such
simple planning with portability may not
produce the desired or best results. These
include:

• Portability is set to expire in 2013, and tax
rates are scheduled to increase while the

applicable exclusion amount is set to
decrease.

• You have family members or individuals other
than your spouse that you would like to
benefit prior to the death of your spouse.

• You have grandchildren or younger
generations that you would like to benefit.
The $5 million generation-skipping transfer
(GST) tax exemption is not portable between
spouses (and is scheduled to decrease to $1
million as indexed in 2013).

• State exclusion amounts may be lower than
the federal applicable exclusion amount and
may not be portable between spouses.

Use of A/B trust arrangement
Prior to the 2010 legislation, many married
couples with estates that were greater than the
applicable exclusion amount would set up an
A/B (or A/B/C) trust arrangement. In general,
the first spouse to die would transfer an amount
equal to the applicable exclusion amount to the
"B" or credit shelter (bypass) trust. The B trust
could benefit the surviving spouse and their
children, but the B trust would be designed to
bypass the surviving spouse's estate. The
balance of the estate would be transferred to
the surviving spouse, either outright or by using
an "A" marital trust, and qualify for the marital
deduction. In some cases, a "C," "Q," or QTIP
marital trust was also used if the first spouse to
die wanted to control who received the marital
trust property at the second spouse's death.
The A/B trust arrangement typically assured
that there would be no estate tax at the first
spouse's death and that neither spouse's
applicable exclusion amount was wasted.

An A/B trust arrangement may still be useful
whether or not portability is available. For
example, the B trust can assure that the
applicable exclusion amount of the first spouse
to die is not lost, even if portability is not
available in the future. The B trust can be used
to provide for family members or individuals
other than your spouse (and even your spouse)
prior to the death of your spouse. You could
also allocate your GST tax exemption or state
exclusion to the B trust. The A trust could use
your spouse's applicable exclusion amount,
GST tax exemption, and state exclusion.

Review estate plans and documents
Your documents and plans may need to be
revised to reflect the tax changes for 2011 and
2012 and for the uncertainty for 2013 and
beyond. To help guide you through these
opportunities and uncertain times, consult an
experienced estate planning attorney.

Portability allows a
surviving spouse to use the
unused basic exclusion
amount of the first spouse
to die to shelter property
from federal gift and estate
taxes. Portability of the
exclusion between spouses
would seem to make estate
planning easier for many
estates. However, unless
extended by Congress,
portability of the unused
basic exclusion amount
between spouses is set to
expire in 2013.

Your estate plans and
documents may need to be
revised to reflect the tax
changes for 2011 and 2012
and for the uncertainty for
2013 and beyond. Flexibility
will be key.
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Could You Handle a Financial Windfall?
Receiving a financial windfall is often a
life-changing event. It's a relatively common
one, too. You might never win the lottery, but
the odds are that at some point you'll receive a
significant amount of money, perhaps from an
inheritance, bonus, insurance settlement, or the
sale of a home or business. If so, would you be
prepared for the financial decisions you might
suddenly face?

Proceed with caution
The first thing you'll want to do after receiving a
large sum of money is to take a deep breath.
You may feel the urge to spend, invest, move,
quit your job, or give to others. But if you want
your windfall to last, don't do anything until
you've had a chance to come to terms with the
personal and financial consequences.
Regrettably, some people who suddenly come
into money lose it all within a few years
because they fail to plan. Taking the time to
make well-thought-out financial decisions will
help ensure that your money will last.

Put your money somewhere temporarily

Until you've had time to explore your options,
there's nothing wrong with putting a lump sum
into a relatively liquid account, such as a
savings or money market account. You don't
have to leave it there forever--just set it aside
until you've had time to formulate a plan.

Assemble a support team

Because your finances are likely going to be a
lot more complex now, one of the first things
you should do is to get unbiased advice from a
financial professional who can help you put
together a financial plan. You may also need to
work with an accountant, an attorney, or an
insurance professional who can help address
any tax, estate planning, or insurance planning
concerns. Although receiving a windfall should
be a happy event, it's sometimes very stressful,
and you may need help from trusted
professionals to help you handle the pressure.

Avoid spending and giving impulsively

Spend or give your money away too quickly
and you risk depleting your nest egg. Although
it's tempting to go out and buy something
you've always wanted but couldn't afford
before, watch your spending. A financial
windfall can turn even a financially conservative
person into an impulsive shopper. If your
ultimate goal is to create lasting wealth, take
time to consider your future needs, not just
what you need (and want) today.

What about giving or loaning money to family
and friends, or making a charitable donation?
Again, it's best to wait until you've set priorities

and developed a financial plan. Otherwise, your
personal relationships could suffer (will your
sister be hurt if you give $10,000 to your
brother?), and your generosity might have
unintended consequences (will you be
approached by dozens of charities once you
donate to one?).

Watch out for too-good-to-be-true
opportunities

Unfortunately, more than one person has
become the target of unscrupulous individuals
looking to profit from the good fortune of others.
And even if you're approached by a
well-meaning friend, family member, or
business associate, you should thoroughly
investigate any investment or business
opportunities presented, instead of relying on
someone else's judgment. If you have trouble
saying no, consider referring any requests you
receive to a third party, such as an attorney or
financial professional you're working with.

Look at your financial needs and goals
An important part of handling a financial
windfall is to evaluate your short- and long-term
needs and goals. This will serve as a
foundation for your financial plan.

• Do you have enough money set aside in an
emergency account?

• Do you have outstanding debt that you'd like
to pay off?

• Do you plan to pay for your children's
education?

• Do you need to bolster your retirement
savings?

• Are you planning to buy a first or second
home?

• Would you like to quit your job or go into
business for yourself?

• Are you considering giving or loaning money
to loved ones or donating to a favorite
charity?

• What would you like to accomplish with your
wealth over time?

Have a little fun
Once you've made some initial decisions and
set aside money needed to pay taxes, consider
spending a small portion of your windfall on
something you'd like. There's no reason to
deprive yourself, as long as you've taken care
of business first. If you plan well and control the
urge to spend lavishly, your windfall may
provide you with financial security and comfort
for many years to come.
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When parents are divorced, who fills out the FAFSA?
When parents are divorced,
the custodial parent is
responsible for completing the
FAFSA (Free Application for
Federal Student Aid). For

federal aid purposes, the custodial parent is the
parent with whom the child lived the most
during the past 12 months. This 12-month
period is the period that ends on the FAFSA
application date, not the previous calendar
year.

Even if parents are granted joint custody in a
divorce agreement, the child will most likely
reside with one parent more than the other
during the preceding 12-month period. In cases
where a child resides with each parent equally,
the parent who provided the most financial
support to the child during the past 12-month
period is responsible for filling out the FAFSA.
This is typically the parent who claims the child
as a dependent on his or her tax return. If the
child has not received any financial support
from either parent during the past 12 months,
then the parent who provided the most financial
support during the most recent calendar year in
which some support was actually provided is
responsible for filling out the FAFSA. If that is

not ascertainable, the financial aid administrator
at the college will make the decision, and this is
usually based on the parent who has the
greater income.

The identification of the custodial parent is
important because the federal government
does not count the income and/or assets of the
noncustodial parent on the FAFSA in
determining a student's financial need. It does,
however, count any child support and/or
alimony that the custodial parent receives from
the noncustodial parent. And many private
colleges do consider the income and assets of
the noncustodial parent, requiring this parent to
fill out a supplemental aid form. This
information will impact the college's own aid
(institutional aid), but not federal aid.

Finally, keep in mind that these financial aid
rules exist against the backdrop of state divorce
laws. So even if the FAFSA doesn't count the
noncustodial parent's income and assets, the
divorce agreement may obligate the
noncustodial parent to contribute to college
costs.

I'm a stepparent. Is my financial information listed on
the FAFSA?
If you're a stepparent and your
spouse is the one filling out
the FAFSA (i.e., your spouse
is the custodial parent of the

college-bound child), then your income and
assets will need to be reported on the FAFSA.
This rule applies as long as you are married on
the date the custodial parent fills out the
FAFSA. So even if you weren't married the
previous year--the year for which the FAFSA
wants financial information--you will still need to
list your income and assets if you are married
on the date the custodial parent fills out the
FAFSA.

What if you have a prenuptial agreement that
absolves you from having to contribute to your
stepchild's college costs? It doesn't matter. In
its financial aid determination, the federal
government ignores prenuptial agreements and
considers a stepparent a financial resource,
even if the stepparent is unwilling to provide
financial support for college. The government is
not bound by a private prenuptial agreement.

Bottom line: a stepparent's financial resources
are counted on the FAFSA if the stepparent is
married to the custodial parent on the date the

FAFSA is completed, and a noncustodial
parent's financial resources are not counted
(except to the extent they are reported as child
support and/or alimony by the custodial parent).

However, the custodial parent/stepparent
household may be eligible for some tax relief. If
the custodial parent claims the child as a
dependent on his or her tax return and files a
joint return, then the custodial parent may be
able to take advantage of the American
Opportunity tax credit.

The American Opportunity credit (formerly the
Hope credit) is worth up to $2,500 per year for
the qualified tuition and related expenses paid
during the first four years of an undergraduate
student's college education, provided the
student is attending school on at least a
half-time basis. To qualify for the full $2,500
credit in 2011, your modified adjusted gross
income (MAGI) must be below $160,000 (the
threshold for married taxpayers filing jointly; the
credit is not available for married taxpayers
filing separately). A partial credit is available if
your MAGI is between $160,000 and $180,000.
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