Planning Your Legacy: Terminology

Legacy planning can often seem more complicated than it is because of intimidating and sometimes misleading terminology. For example, an "estate" might conjure up images of mansions and wealth, so it may surprise you to know that an estate is simply a person’s possessions - and we all have those!

Here are what a few of those intimidating terms mean in simple language:

· Appreciated Property  Any property that has increased in value since it was acquired.  This could be real estate, securities, art, or any other item.

· Beneficiary Any person or entity (like a charity) who is to receive assets or profits from an estate, a trust, an insurance policy, or any instrument from which there is a distribution.

· Bequest A gift of personal property under the terms of a Will. A bequest can be of specific assets or the "residue" (what is left after specific gifts have been made) of an estate.

· Charitable Remainder Trust A type of irrevocable trust in which the donor places assets and after the death of the donor, the remaining assets go to a designated charity. The donor (and often the donor’s spouse) typically receives regular income from the trust during their lifetime.

· Durable Power of Attorney.  Through this document, you authorize someone to act as your Attorney-in-Fact to handle your financial matters.  You may grant your Attorney-in-Fact very broad powers to give him or her the flexibility to handle whatever the future may hold or you may limit your Attorney-in-Fact’s powers.  If you want your Attorney-in-Fact to have the power to make gifts on your behalf, including to family members and your Church, you must specifically authorize it.  Additionally, some states have specific requirements for certain powers, such as the transfer or mortgaging of real property, so you should consult with your attorney.  This document can be either executory (i.e., takes effect as soon as you sign it) or springing (i.e., becomes effective only on the occurrence of a defined event, usually your mental incapacity as certified by two doctors).  The document is durable in that it remains effective even if you lose mental capacity.  As long as you are competent, you may revoke the Durable Power of Attorney.  Signing a Durable Power of Attorney can avoid a Guardianship or Conservatorship proceeding in the event you become unable to make your own decisions.  In addition to signing a Durable Power of Attorney, you should also sign power of attorney forms with your financial institutions for each of your accounts to simplify your Attorney-in-Fact’s access to those accounts in his or her fiduciary capacity.  At the moment of your death, the Durable Power of Attorney loses its effect and no further actions may be taken by your Attorney-in-Fact.
· Estate All of the property owned by an individual at the time of death.  This may include cars, house, bank accounts, life insurance, jewelry, furniture, etc. If the property is not jointly owned with right of survivorship and does not have a valid beneficiary designation, then it is subject to probate.  Property going through probate will be distributed in accordance with the terms of the Will or, if there is no Will, in accordance with the law of the state where the individual was domiciled.  Property which is jointly owned with survivorship or which has a valid beneficiary designation will pass to the surviving joint owner or to the designated beneficiary, respectively, and will not go through probate.

· Endowment A transfer of money or property donated to an institution or charity. In some circumstances, an endowment may be required to be spent in a certain way with the principal to remain inviolate for a defined period of time or in perpetuity. This allows for the donation to have an impact over a longer period of time than if it were spent all at once. The most beneficial donations to the Church are typically those that can be spent at the discretion of the governing body, because needs can change over time.

· Estate Tax A tax - federal or state - on the transfer of a dead person's assets to his or her heirs and beneficiaries. Although a transfer tax, it is based on the amount in the decedent's estate (including distribution from a trust at the death) and can include insurance proceeds

· Executor (or Personal Representative) The person appointed by the Court to administer the estate of a person who has died. You may nominate your Executor (or Personal Representative) in your Will.  This is the person responsible to ensure that the decedent's wishes are carried out properly.

· Health Care Agent - The person you designated to make your health care decisions for you when you are unable to do so for yourself.
· Heir.  A person legally entitled to inherit property from another on that person’s death.  
· Living Will - Sometimes called a "Durable Power of Attorney for Health Care" or "Health Care Power of Attorney" or “Advance Medical Directive.” This document identifies your Health Care Agent and tells the Health Care Agent and your doctor what kind of medical care you want when you can't make those decisions for yourself.  This document also authorizes your doctors to disclose your confidential medical information to your Health Care Agent.
· Non-Profit Organization An organization operating for educational, charitable, religious, civic or humanitarian purposes that can solicit and receive donations on a tax deductible basis.  Every Greek Orthodox Church of our Archdiocese, our Philoptochos organizations, Leadership 100, FAITH, and The Order of St. Andrew, Archons of the Ecumenical Patriarchate are all non-profit organizations.

· Probate The entire process of administration of estates of dead persons, including those without Wills, under the auspices of the Court.

· Revocable Living Trust (or Living Trust) A legal instrument created for the benefit of the Grantor (the person that creates the trust) during his or her lifetime with distribution to beneficiaries to take place according to the terms of the trust after the Grantor's death. It is a hybrid of a Durable Power of Attorney for financial matters and a Will in that it provides for the management of the Grantor’s assets during his or her life (even if the Grantor becomes mentally incapacited) and designates how the assets will be distributed after the Grantor dies.  Trusts are often used to keep an Estate's affairs more private and to reduce or eliminate probate expenses.
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Will (or Last Will and Testament) A written and signed document which leaves your estate to named persons or entities ("beneficiaries") upon your death.  The Will controls the disposition of assets that are in your individual name.  States have specific laws governing Wills so it is best to have your Will prepared by a knowledgble estate planning attorney.
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