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NAEPC Current Projects 
 
  • Providing the highest quality training, education, products and 
   services to America's leading estate planning professionals. 
 
  • Increasing public awareness of estate planning and the advantages 

     of using a "team" of qualified estate planning professionals.  
 
    I.  Academic Programs  

   A.  LLM Programs  
   B.  Masters Programs  
   C.  CLE  

     D.  Conferences/Webinars/ Audio Broadcasts  

    II.  National Estate Planning Conference-Annually Recognized as One of the 
    Nation’s Leading Estate Planning Conferences  

    III.  Forms/Documents-Blattmachr's Wealth Transfer Planning  

    • Estate and Financial Planning Software  

    • Prestigious Publications-NAEPC Journal of Estate and Tax  
     Planning  
 
    VI.  Newsletters-CCH/Blattmachr/NAEPC  

    VII.  Research Libraries and Technical Information-CCH Publishing  

    VIII.  Leimberg Informational Services/LISI  

    • Nationally Recognized Experts-Speakers/Teachers  

    • Networking and Concurrent Projects Among the Nation's  
     Leading Estate and Financial Planning Organizations  
 
     A.  NAEPC/Synergy Summit  
     1. Society of Financial Service Professionals   
     2. American Institute of Certified Public Accountants  

  B.  American Bar Association-Real Property, Probate and 
  Trust Law Section  

     1. American Bar Association-Tax Section/Gift and Estate 
      Tax Committee  
     2. NAEPC  
     3. NAELA-National Academy of Elder Law Attorneys  
 
    XI.  Referrals/Networking-Locally and Nationally  

   XII.  Charitable Foundation-Public Awareness and Education Regarding Estate 
   Planning  

   XIII.  National Recognition of America's Most Distinguished Estate  
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   Planning Professionals  
    A. Distinguished Accredited Estate Planner Awards  
    B. Hart Axley Distinguished Service Award  
    C. Awards for the Nation's best tax and estate planning articles  
     published during the year.  
     
    XIV.  Nationally Recognized Estate Planning Designations  
    A. Accredited Estate Planner Designation (AEP)  
    B. ABA Board Certified Estate Planning Law Specialist (EPLS)  
 
    XV.  Business Exit Planning -BEI -Business Enterprise Institute  



1

THE BENEFICIARY DEFECTIVE        THE BENEFICIARY DEFECTIVE        
INHERITOR’S TRUSTINHERITOR’S TRUST

(“BDIT”)(“BDIT”)

“A Powerful New Wealth Planning Strategy”“A Powerful New Wealth Planning Strategy”

Robert G. Alexander, JD, LL.M., EPLS, Robert G. Alexander, JD, LL.M., EPLS, AEPAEP

©2009©2009

11©2009 Alexander & Klemmer, S.C.©2009 Alexander & Klemmer, S.C.

TopicsTopics

Primary highPrimary high--end wealth shifting strategiesend wealth shifting strategies

The BDIT ConceptThe BDIT Concept

–– BenefitsBenefits

TaxTax

Creditor protectionCreditor protection

Client does not give up controlClient does not give up control

Modern wealth designModern wealth design

–– Enhancing the value of gifts and bequestsEnhancing the value of gifts and bequests

©2009 Alexander & Klemmer, S.C.©2009 Alexander & Klemmer, S.C. 22

Topics Topics –– cont.cont.

The  squeeze, freeze and burnThe  squeeze, freeze and burn

Enhanced IDITs for estate tax depletion planningEnhanced IDITs for estate tax depletion planning

Funded ILIT Funded ILIT –– the BDIT can buy life insurance onthe BDIT can buy life insurance on

–– The client/beneficiaryThe client/beneficiary

–– Others with an insurable interestOthers with an insurable interest

Life insurance correlation with the BDITLife insurance correlation with the BDIT

©2009 Alexander & Klemmer, S.C.©2009 Alexander & Klemmer, S.C. 33



2

Topics Topics –– cont.cont.

Providing funds for retirementProviding funds for retirement

QRPsQRPs–– QRPsQRPs

–– NIMCRUTsNIMCRUTs

–– BDIT with CVLIBDIT with CVLI

Life insurance as an asset classLife insurance as an asset class

©2009 Alexander & Klemmer, S.C.©2009 Alexander & Klemmer, S.C. 44

Topics Topics –– cont.cont.

Clients with  business or investment opportunitiesClients with  business or investment opportunities

Planning with passPlanning with pass through entitiesthrough entitiesPlanning with passPlanning with pass--through entitiesthrough entities

Doctors  and business owners with equipment leasingDoctors  and business owners with equipment leasing

BuyBuy--sell strategiessell strategies

©2009 Alexander & Klemmer, S.C.©2009 Alexander & Klemmer, S.C. 55

Topics Topics –– cont.cont.

Advanced asset protection strategiesAdvanced asset protection strategies

–– SelfSelf--settled trustssettled trusts

Income tax strategiesIncome tax strategies

Estate planning for professional athletes and Estate planning for professional athletes and 
entertainersentertainers

Other planning opportunitiesOther planning opportunities

©2009 Alexander & Klemmer, S.C.©2009 Alexander & Klemmer, S.C. 66
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Primary Planning Choices forPrimary Planning Choices for
HighHigh--End Wealth ShiftingEnd Wealth Shifting

GRAT GRAT –– IRC IRC §§27022702

–– Gift to a trust in exchange for an annuity substantially Gift to a trust in exchange for an annuity substantially 
equal in value to the transferred propertyequal in value to the transferred property

–– Concerns Concerns 

Mortality riskMortality risk

Economic riskEconomic risk

Poor GSTT planning techniquePoor GSTT planning technique

Costs Costs 

©2009 Alexander & Klemmer, S.C.©2009 Alexander & Klemmer, S.C. 77

Primary Planning Choices for Primary Planning Choices for 
HighHigh--End Wealth ShiftingEnd Wealth Shifting

IDIT IDIT –– Note SaleNote Sale

–– NonNon--controlling interests in passcontrolling interests in pass--through entities (Sthrough entities (S--
corps, FLPs and FLLCs) are sold to an income tax corps, FLPs and FLLCs) are sold to an income tax 
defective trust in exchange for an installment notedefective trust in exchange for an installment notedefective trust in exchange for an installment notedefective trust in exchange for an installment note

–– Generally interest only with a balloon paymentGenerally interest only with a balloon payment

–– Concerns Concerns 

Valuation issuesValuation issues

§§ 2702 issues2702 issues

Limited in fundingLimited in funding

©2009 Alexander & Klemmer, S.C.©2009 Alexander & Klemmer, S.C. 88

Primary Planning Choices forPrimary Planning Choices for
HighHigh--End Wealth Shifting End Wealth Shifting 

ILITs ILITs –– funded irrevocable life insurance trustfunded irrevocable life insurance trust

–– Similar concerns to the IDIT/note saleSimilar concerns to the IDIT/note sale

–– No access to policy cash valuesNo access to policy cash values

Especially a concern with MECsEspecially a concern with MECs

–– Issues regarding life insuranceIssues regarding life insurance

Incidents of ownershipIncidents of ownership

Transfers for valueTransfers for value

Others Others 

©2009 Alexander & Klemmer, S.C.©2009 Alexander & Klemmer, S.C. 99
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Primary Planning Choices for Primary Planning Choices for 
HighHigh--End Wealth ShiftingEnd Wealth Shifting

These techniques involve moving wealth to trusts These techniques involve moving wealth to trusts 
created for created for someone else:someone else:

–– Wealth depletion  concerns Wealth depletion  concerns –– no direct access to no direct access to 
income and principalincome and principal

–– Control concernsControl concerns

Loss of controlLoss of control

IRS exposure with too much retained controlIRS exposure with too much retained control

A better alternative A better alternative –– the BDITthe BDIT

–– The Beneficiary Defective Inheritor’s TrustThe Beneficiary Defective Inheritor’s Trust

©2009 Alexander & Klemmer, S.C.©2009 Alexander & Klemmer, S.C. 1010

Major Major Causes of Wealth Causes of Wealth ErosionErosion
in the U.S.in the U.S.

 Bad Bad Investments/managementInvestments/management
 TaxesTaxes

Di orcesDi orces DivorcesDivorces
 LawsuitsLawsuits
 Beneficiary/family problemsBeneficiary/family problems
 Bad economyBad economy
 Changes in the lawChanges in the law

1111©2009 Alexander & Klemmer, S.C.©2009 Alexander & Klemmer, S.C.

The Client’s “Wish” ListThe Client’s “Wish” List

Save taxesSave taxes

Creditor and divorce protectionCreditor and divorce protection

Control over the  plan Control over the  plan -- assets and incomeassets and income

Full use and enjoyment of the plan assetsFull use and enjoyment of the plan assets

The right to decide who else uses or gets the propertyThe right to decide who else uses or gets the property

–– And when and how they get the propertyAnd when and how they get the property

MultiMulti--generation/perpetuitygeneration/perpetuity

The ability to reThe ability to re--write the plan as neededwrite the plan as needed

©2009 Alexander & Klemmer, S.C.©2009 Alexander & Klemmer, S.C. 1212
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So How Do We Get There?So How Do We Get There?

©2009 Alexander & Klemmer, S.C.©2009 Alexander & Klemmer, S.C. 1313

The Fundamental Concepts of The Fundamental Concepts of 
Modern Wealth PlanningModern Wealth Planning

Trusts enhance the value of gifts and bequestsTrusts enhance the value of gifts and bequests

Inheriting in trust is better than inheriting outrightInheriting in trust is better than inheriting outright

T t ff i ifi t d t th t d tT t ff i ifi t d t th t d t–– Trusts offer many significant advantages that do not Trusts offer many significant advantages that do not 
exists for assets owned outrightexists for assets owned outright

–– Assets received and retained in trust are more Assets received and retained in trust are more 
valuable to the inheritor than assets received outrightvaluable to the inheritor than assets received outright

““Own everything in trust forever…Own everything in trust forever…””

©2009 Alexander & Klemmer, S.C.©2009 Alexander & Klemmer, S.C. 1414

Fundamental Concepts ofFundamental Concepts of
Wealth Planning Wealth Planning -- cont. cont. 

A trust shelters inherited assets from the beneficiary’sA trust shelters inherited assets from the beneficiary’s

–– TaxesTaxes

Transfer taxesTransfer taxesTransfer taxesTransfer taxes

Income taxesIncome taxes

–– Would be claimants Would be claimants 

CreditorsCreditors

Divorcing spousesDivorcing spouses

©2009 Alexander & Klemmer, S.C.©2009 Alexander & Klemmer, S.C. 1515
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The Ultimate Creditor and CreditorThe Ultimate Creditor and Creditor
Protection Vehicle Protection Vehicle 

AA discretionarydiscretionary trusttrust withwith ““.. .. .. thethe distributiondistribution discretiondiscretion
heldheld byby anan independentindependent trusteetrustee .. .. .. isis thethe ultimateultimate inin
creditorcreditor andand divorcedivorce claimsclaims protectionprotection –– eveneven inin aa statestate
thatthat restrictsrestricts soso calledcalled ‘spendthrift’‘spendthrift’ truststrusts –– sincesince thethe
beneficiarybeneficiary himselfhimself hashas nono enforceableenforceable rightsrights againstagainst thethef yf y ff ff gg gg
trusttrust..”” (Emphasis(Emphasis supplied)supplied)

Frederick R. KeydelFrederick R. Keydel
“Trustee Selection, Succession, and Removal: Ways to “Trustee Selection, Succession, and Removal: Ways to 

Blend Expertise with Family Control,” 23 U.Miami Inst. Blend Expertise with Family Control,” 23 U.Miami Inst. 
On Est. Plan., Ch 4 (1989) at On Est. Plan., Ch 4 (1989) at §§409.1409.1

1616©2009 Alexander & Klemmer, S.C.©2009 Alexander & Klemmer, S.C.

Overlooked Benefits Overlooked Benefits –– Particularly in Particularly in 
Today’s Volatile Economic WorldToday’s Volatile Economic World

Trusts enable the beneficiary to borrow for business or Trusts enable the beneficiary to borrow for business or 
investment purposes without exposing trustinvestment purposes without exposing trust--owned owned 
assets to riskassets to risk

Lending institutions typically require personal guarantees Lending institutions typically require personal guarantees 
of business owners and their spousesof business owners and their spouses

©2009 Alexander & Klemmer, S.C.©2009 Alexander & Klemmer, S.C. 1717

The Power of BeneficiaryThe Power of Beneficiary
Controlled TrustsControlled Trusts

Beneficiaries will like “in trust” inheritances only if:Beneficiaries will like “in trust” inheritances only if:
They understand the benefits of receiving They understand the benefits of receiving 
property in trustproperty in trust
They are placed in control of the trustThey are placed in control of the trust
They understand the BCT conceptThey understand the BCT concept

©2009 Alexander & Klemmer, S.C.©2009 Alexander & Klemmer, S.C. 1818
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Our GoalsOur Goals

Maximizing “in trust” benefitsMaximizing “in trust” benefits

Maximize control, rights and benefits which essentially Maximize control, rights and benefits which essentially 
are the functional equivalent of outright ownership while are the functional equivalent of outright ownership while 
preserving “in trust” benefitspreserving “in trust” benefits

©2009 Alexander & Klemmer, S.C.©2009 Alexander & Klemmer, S.C. 1919

Critical QuestionCritical Question

Can a wealthy clientCan a wealthy client

–– set up and fund a trust for him/herself, andset up and fund a trust for him/herself, and

–– protect his/her assets from his/her taxes and protect his/her assets from his/her taxes and 
creditors?creditors?

Keep in mind the distinction between:Keep in mind the distinction between:

–– Third party settled trustsThird party settled trusts

–– Settlor selfSettlor self--settled trustssettled trusts

©2009 Alexander & Klemmer, S.C.©2009 Alexander & Klemmer, S.C. 2020

The Tax and Creditor RightsThe Tax and Creditor Rights
ImpedimentsImpediments

Income Tax Income Tax –– grantor trustgrantor trust

Estate Tax Estate Tax –– grantor trustgrantor trust

Creditor rights Creditor rights –– selfself--settled trustsettled trustgg

–– Estate tax inclusionEstate tax inclusion

Creditor rights can create serious income and wealth Creditor rights can create serious income and wealth 
transfer tax issues!transfer tax issues!

–– Also, watch distribution standards and who is (are) Also, watch distribution standards and who is (are) 
the trusteesthe trustees

©2009 Alexander & Klemmer, S.C.©2009 Alexander & Klemmer, S.C. 2121
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The BDIT  SolutionThe BDIT  Solution

Anyone other than the client him/herself can set up and Anyone other than the client him/herself can set up and 
fund the trustfund the trust

–– A third party settled trustA third party settled trust

Key ConceptKey Concept

–– The trust must be set up and funded by someone elseThe trust must be set up and funded by someone else

–– The beneficiary cannot make “gifts” to the trustThe beneficiary cannot make “gifts” to the trust

©2009 Alexander & Klemmer, S.C.©2009 Alexander & Klemmer, S.C. 2222

Test Your KnowledgeTest Your Knowledge

Combining the planning opportunities of:Combining the planning opportunities of:

–– Chapter 13Chapter 13

–– IRC IRC §§678678

–– Rev. Rul. 2004Rev. Rul. 2004--6464

–– Rev. Rul. 85Rev. Rul. 85--1313

–– Rev. Rul. 93Rev. Rul. 93--1212

©2009 Alexander & Klemmer, S.C.©2009 Alexander & Klemmer, S.C. 2323

Question #1Question #1

Can I set up a trust for my descendants which will avoid Can I set up a trust for my descendants which will avoid 
their:their:

–– Transfer taxesTransfer taxes

–– Creditors including divorcing spousesCreditors including divorcing spouses–– Creditors, including divorcing spousesCreditors, including divorcing spouses

–– In perpetuityIn perpetuity

Chapter 13 GSTT rulesChapter 13 GSTT rules

©2009 Alexander & Klemmer, S.C.©2009 Alexander & Klemmer, S.C. 2424
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The Typical Inheritor’s TrustThe Typical Inheritor’s Trust

A trust set up and funded by someone elseA trust set up and funded by someone else

–– A  third party settled trustA  third party settled trust

G ll d tiG ll d ti–– Generally as an accommodationGenerally as an accommodation

–– It can be a beneficiary controlled trustIt can be a beneficiary controlled trust

©2009 Alexander & Klemmer, S.C.©2009 Alexander & Klemmer, S.C. 2525

Transfer Tax ConsequencesTransfer Tax Consequences

Measured by the amount of the contributionMeasured by the amount of the contributionMeasured by the amount of the contributionMeasured by the amount of the contribution

Subsequent growth of the assets is irrelevantSubsequent growth of the assets is irrelevant

GSTT exempt foreverGSTT exempt forever

©2009 Alexander & Klemmer, S.C.©2009 Alexander & Klemmer, S.C. 2626

Key ConceptsKey Concepts

A trust created by someone elseA trust created by someone elseA trust created by someone elseA trust created by someone else

No No gratuitousgratuitous transfers by the transfers by the beneficiariesbeneficiaries

–– Sales for FMV are OKSales for FMV are OK

©2009 Alexander & Klemmer, S.C.©2009 Alexander & Klemmer, S.C. 2727
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Question #2Question #2

What are the income tax consequences of a gift subject What are the income tax consequences of a gift subject 
to a Crummey power of withdrawal?to a Crummey power of withdrawal?

IRC IRC §§§§ 678 and 671678 and 671

–– Beneficiary income tax statusBeneficiary income tax status

T t i i t d t th b fi iT t i i t d t th b fi i–– Trust income is taxed to the beneficiaryTrust income is taxed to the beneficiary

Remember Remember –– the income tax provisions and the the income tax provisions and the 
estate/gift tax provisions of the IRC are estate/gift tax provisions of the IRC are notnot interpreted interpreted 

in pari materiain pari materia!!

©2009 Alexander & Klemmer, S.C.©2009 Alexander & Klemmer, S.C. 2828

Tax Consequences of an Income TaxTax Consequences of an Income Tax
Defective Trust Defective Trust -- Including a BDITIncluding a BDIT

Rev. Rul. 85Rev. Rul. 85--1313

NonNon recognition of gain on salesrecognition of gain on sales–– NonNon--recognition of gain on salesrecognition of gain on sales

The “tax burn”The “tax burn”

©2009 Alexander & Klemmer, S.C.©2009 Alexander & Klemmer, S.C. 2929

The “Tax Burn” ConceptThe “Tax Burn” Concept

Estate depletion as a result of paying income tax on trust Estate depletion as a result of paying income tax on trust 
assetsassets

–– Less assets exposed to estate taxesLess assets exposed to estate taxes

–– Less assets exposed to creditorsLess assets exposed to creditors

Trust assets grow income taxTrust assets grow income tax--free during the “Grantor” free during the “Grantor” 
trust statustrust status

Over time the wealth compounding is more powerful Over time the wealth compounding is more powerful 
than discountingthan discounting

©2009 Alexander & Klemmer, S.C.©2009 Alexander & Klemmer, S.C. 3030
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The Tax Burn The Tax Burn -- IllustrationIllustration

©2009 Alexander & Klemmer, S.C.©2009 Alexander & Klemmer, S.C. 3131

The Tax Burn The Tax Burn -- IllustrationIllustration

©2009 Alexander & Klemmer, S.C.©2009 Alexander & Klemmer, S.C. 3232

Question #3Question #3

What are the gift tax implications if I pay income tax as a What are the gift tax implications if I pay income tax as a 
result of the grantor trust rules?result of the grantor trust rules?

R R l 2004R R l 2004 6464Rev. Rule. 2004Rev. Rule. 2004--6464

–– No additional gift on payment of income taxNo additional gift on payment of income tax

©2009 Alexander & Klemmer, S.C.©2009 Alexander & Klemmer, S.C. 3333
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Question #4Question #4

If I make a sale to a trust that is income tax defective to If I make a sale to a trust that is income tax defective to 
me, do I recognize taxable gain or loss?me, do I recognize taxable gain or loss?

Rev. Rul. 85Rev. Rul. 85--1313

–– NonNon--recognition of gain/loss on sales/exchanges with recognition of gain/loss on sales/exchanges with 
an IDITan IDIT

©2009 Alexander & Klemmer, S.C.©2009 Alexander & Klemmer, S.C. 3434

Question #5Question #5

If I own 100% of an entity and I make a gift of a 20% If I own 100% of an entity and I make a gift of a 20% 
interest to each of my five (5) children, are the gifts of interest to each of my five (5) children, are the gifts of 
each 20% interest valued as a noneach 20% interest valued as a non--controlling interest?controlling interest?

Rev. Rul. 93Rev. Rul. 93--1212

–– No family attribution rules for purposes of discountingNo family attribution rules for purposes of discounting

–– Wealth transfer tax issues vs. income tax issuesWealth transfer tax issues vs. income tax issues

©2009 Alexander & Klemmer, S.C.©2009 Alexander & Klemmer, S.C. 3535

So What Makes A BDIT Work? So What Makes A BDIT Work? 

Combines the planning opportunities of:Combines the planning opportunities of:

#1 #1 -- Chapter 13 Chapter 13 –– GSTT rulesGSTT rules

#2 #2 -- IRC IRC §§ 678678–– beneficiary income tax statusbeneficiary income tax status

#3#3 Re R l 2004Re R l 2004 6464 no additional gift onno additional gift on#3 #3 -- Rev. Rul. 2004Rev. Rul. 2004--64 64 –– no additional gift on no additional gift on 
payment of income tax payment of income tax 

#4 #4 -- Rev. Rul. 85Rev. Rul. 85--13 13 –– nonnon--recognition of sales to    recognition of sales to    
IDITsIDITs

#5 #5 -- Rev. Rul. 93Rev. Rul. 93--12 12 –– no family attribution rules for no family attribution rules for 

purposes of discountingpurposes of discounting

3636©2009 Alexander & Klemmer, S.C.©2009 Alexander & Klemmer, S.C.
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The Ultimate TrustThe Ultimate Trust
A Beneficiary Defective Inheritor’s TrustA Beneficiary Defective Inheritor’s Trust

Combining:Combining:

–– A thirdA third--party settled trust withparty settled trust with

–– Grantor trust income tax status for the Grantor trust income tax status for the beneficiarybeneficiary

Finessing the “pipe dream”Finessing the “pipe dream”

–– Creating the “ideal” wealth transfer and asset protection planCreating the “ideal” wealth transfer and asset protection plan

3737©2009 Alexander & Klemmer, S.C.©2009 Alexander & Klemmer, S.C.

BDIT Fact PatternBDIT Fact Pattern

Mom sets up the trust for the benefit of her son and his Mom sets up the trust for the benefit of her son and his 
childrenchildren

–– Transfer tax protection for the beneficiariesTransfer tax protection for the beneficiaries

–– Creditor protection for the beneficiariesCreditor protection for the beneficiaries

–– In perpetuityIn perpetuity

Wealthy client (the son) is the grantor for income tax Wealthy client (the son) is the grantor for income tax 
purposespurposes

–– Income tax planning for the sonIncome tax planning for the son

©2009 Alexander & Klemmer, S.C.©2009 Alexander & Klemmer, S.C. 3838

BDIT Fact Pattern BDIT Fact Pattern –– cont.cont.

Client’s parent sets up the BDIT funding it with a gift of Client’s parent sets up the BDIT funding it with a gift of 
$5,000$5,000

–– Parent uses independent fundsParent uses independent funds

–– Parent is the settlor of the trust for transfer tax Parent is the settlor of the trust for transfer tax 
purposes and for creditor rights purposespurposes and for creditor rights purposes

Client  (and only the client) is given a Crummey Client  (and only the client) is given a Crummey 
withdrawal power over the entire giftwithdrawal power over the entire gift

–– The withdrawal right is allowed to lapseThe withdrawal right is allowed to lapse

–– Client is the grantor of the trust for income tax Client is the grantor of the trust for income tax 
purposespurposes

©2009 Alexander & Klemmer, S.C.©2009 Alexander & Klemmer, S.C. 3939
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BDIT Fact Pattern BDIT Fact Pattern –– cont.cont.

Son owns oneSon owns one--third (1/3) of a passthird (1/3) of a pass--through entitythrough entity

Value of 100% of the entity Value of 100% of the entity -- $50 million$50 million

Value of son’s oneValue of son’s one--third (1/3) interest after discountingthird (1/3) interest after discounting( ) g( ) g

–– $10 million$10 million

Son sells discountable interests in the entity to the trusts Son sells discountable interests in the entity to the trusts 
for installment notesfor installment notes

Son’s sale to the trust is for “full and adequate Son’s sale to the trust is for “full and adequate 
consideration”consideration”

©2009 Alexander & Klemmer, S.C.©2009 Alexander & Klemmer, S.C. 4040

A Beneficiary DefectiveA Beneficiary Defective
Inheritor’s TrustInheritor’s Trust

The trust is defective to the client/son for income tax The trust is defective to the client/son for income tax 
purposespurposes

–– Power of withdrawal Power of withdrawal –– IRC IRC §§678(a)678(a)

–– Transactions between the client and the trust are Transactions between the client and the trust are 
ignored for income tax  purposesignored for income tax  purposes

Rev. Rul. 85Rev. Rul. 85--1313

©2009 Alexander & Klemmer, S.C.©2009 Alexander & Klemmer, S.C. 4141

VariationVariation
Spousal Inheritor’s Trust (“SIT”) Spousal Inheritor’s Trust (“SIT”) 

Set up and seeded by the client’s spouseSet up and seeded by the client’s spouse

CombinesCombinesCombines Combines 

–– IRC IRC §§677(a) 677(a) –– income tax grantor trust rulesincome tax grantor trust rules

–– IRC IRC §§1041(a) 1041(a) –– no tax on transfers between spousesno tax on transfers between spouses

–– Rev. Rul. 85Rev. Rul. 85--13 13 

©2009 Alexander & Klemmer, S.C.©2009 Alexander & Klemmer, S.C. 4242
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Spousal Inheritor’s Trust Spousal Inheritor’s Trust –– Cont.Cont.

Caveats Caveats 

–– Settler spouse is the “owner” of the trust incomeSettler spouse is the “owner” of the trust income

–– Subsequent divorce will not terminate grantor trust Subsequent divorce will not terminate grantor trust 
statusstatus

IRC IRC §§672(e)(2)672(e)(2)

The settler spouse cannot be a beneficiaryThe settler spouse cannot be a beneficiary

–– Solution Solution –– give the beneficiary spouse a SPAgive the beneficiary spouse a SPA

–– Support trust riskSupport trust risk

©2009 Alexander & Klemmer, S.C.©2009 Alexander & Klemmer, S.C. 4343

Better Alternatives to theBetter Alternatives to the
Traditional Funded ILITTraditional Funded ILIT

The BDITThe BDIT

The Spousal  Inheritor’s Trust (SIT) variationThe Spousal  Inheritor’s Trust (SIT) variation

See part II See part II –– Enhanced Planning Opportunities With  Enhanced Planning Opportunities With  
BDITsBDITs

©2009 Alexander & Klemmer, S.C.©2009 Alexander & Klemmer, S.C. 4444

So What Is A  BDIT?So What Is A  BDIT?

A  dynasty trust set up for A  dynasty trust set up for mymy descendants which avoids descendants which avoids 
theirtheir

–– Transfer taxes Transfer taxes 

–– Creditors, including divorcing spousesCreditors, including divorcing spouses

A beneficiary “controlled” trustA beneficiary “controlled” trust

Allows gifts and sales to a trust that is income tax Allows gifts and sales to a trust that is income tax 
defective as to the beneficiarydefective as to the beneficiary

–– Crummey power of withdrawal Crummey power of withdrawal –– §§ 678678

Wealth transfer leveraging with discounted entitiesWealth transfer leveraging with discounted entities

4545©2009 Alexander & Klemmer, S.C.©2009 Alexander & Klemmer, S.C.
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BDIT DesignBDIT Design

Established and initially funded by a third partyEstablished and initially funded by a third party
Fully discretionary distribution standardsFully discretionary distribution standards
Controlled trusteeshipControlled trusteeship

Famil tr steeFamil tr stee–– Family trusteeFamily trustee
–– Independent trusteeIndependent trustee

The “use” conceptThe “use” concept
Broad SPA Broad SPA –– a “rea “re--write” powerwrite” power
PerpetualPerpetual
Beneficiary has the functional equivalence of outright Beneficiary has the functional equivalence of outright 
ownership of the trust assetsownership of the trust assets

4646©2009 Alexander & Klemmer, S.C.©2009 Alexander & Klemmer, S.C.

“Seeding” the Trust“Seeding” the Trust

Must come from the donor’s fundsMust come from the donor’s funds

Economic validityEconomic validity

–– DebtDebt--equity ratioequity ratio

Rule of thumb Rule of thumb –– 10% or 9:110% or 9:1

–– Third party guaranteeThird party guarantee

IndividualIndividual

TrustTrust

©2009 Alexander & Klemmer, S.C.©2009 Alexander & Klemmer, S.C. 4747

GuaranteesGuarantees

Guarantees as “seed”  moneyGuarantees as “seed”  money

–– Must be legitimateMust be legitimate

Better than trust assetsBetter than trust assets–– Better than trust assetsBetter than trust assets

More secureMore secure

More economic substanceMore economic substance

–– Often made by beneficiariesOften made by beneficiaries

–– Need not be for the full amount of the noteNeed not be for the full amount of the note

©2009 Alexander & Klemmer, S.C.©2009 Alexander & Klemmer, S.C. 4848
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Is a Gratuitous Guarantee a Gift?Is a Gratuitous Guarantee a Gift?

Unsettled Unsettled 

–– Cases seem to say noCases seem to say no

We pay for the guaranteeWe pay for the guarantee

–– Get an appraisalGet an appraisal

–– Avoids risk of gift to the trust by the guarantorAvoids risk of gift to the trust by the guarantor

–– Income taxIncome tax--free if the guarantor is the spouse or an free if the guarantor is the spouse or an 
income tax defective trustincome tax defective trust

©2009 Alexander & Klemmer, S.C.©2009 Alexander & Klemmer, S.C. 4949

Seeding the TrustsSeeding the Trusts

Gifts to Trust Gifts to Trust 

$1 666$1 667 $1 667

5050

$1,666

FBO
Client

and Katie

FBO
Client

and Bob

FBO 
Client 

and Sue

Trust A Trust B Trust C

$1,667 $1,667

Client – Power of Withdrawal
$5,000©2009 Alexander & Klemmer, S.C.©2009 Alexander & Klemmer, S.C.

Who is the Grantor?

Transfer TaxTransfer Tax
Creditor rightsCreditor rights

Owner for Income Tax Owner for Income Tax 
Purposes Purposes -- IRC IRC §§ 678(a)678(a)

5151

Caveat:   Client has a Power of Withdrawal over all gifts to BDIT
Caveat:   Client never makes a gratuitous transfer to BDIT©2009 Alexander & Klemmer, S.C.©2009 Alexander & Klemmer, S.C.
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TaxTax--Free Sale to BDITFree Sale to BDIT

AssetsAssets

T t A T t B T t C

BDITsBDITs

Installment  NotesInstallment  Notes

WealthyWealthy client sells discountable income client sells discountable income 
producing assets for an Installment Note producing assets for an Installment Note 

5252

Trust A             Trust B           Trust C

©2009 Alexander & Klemmer, S.C.©2009 Alexander & Klemmer, S.C.

Note Sale to Note Sale to a BDIT with a a BDIT with a GuaranteeGuarantee

Parent
“mom”

5353

BDIT WH
Fee

1. Family Trustee
2. Beneficiary
3. I/T Grantor
4. Seller

Gift Subject to Power of Withdrawal

GuaranteeNote Sale

©2009 Alexander & Klemmer, S.C.©2009 Alexander & Klemmer, S.C.

BDIT Tax ResultsBDIT Tax Results

Estate freezeEstate freeze

–– Installment notes in the estateInstallment notes in the estate

–– PostPost--transfer appreciation shiftedtransfer appreciation shifted

Estate  squeezeEstate  squeeze

–– Discounted assets removed from the transfer tax Discounted assets removed from the transfer tax 
systemsystem

Income “tax burn” Income “tax burn” –– the beneficiary pays the tax on the the beneficiary pays the tax on the 
income generate by the trustincome generate by the trust

IRC  IRC  §§678678

Crummey power of withdrawalCrummey power of withdrawal

5454©2009 Alexander & Klemmer, S.C.©2009 Alexander & Klemmer, S.C.
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BDIT NonBDIT Non--tax Resultstax Results

The client/beneficiary is in control of the BDITThe client/beneficiary is in control of the BDIT

Assets are creditor protected for the client/beneficiary Assets are creditor protected for the client/beneficiary 

and his/her familyand his/her familyyy

Assets are available after the “tax burn”Assets are available after the “tax burn”

Client/beneficiary has a “reClient/beneficiary has a “re--write” power with a SPAwrite” power with a SPA

–– Protects against potential family conflictsProtects against potential family conflicts

–– Protects against inadvertent gifts to the trustProtects against inadvertent gifts to the trust

5555©2009 Alexander & Klemmer, S.C.©2009 Alexander & Klemmer, S.C.

Safe Transaction Safe Transaction –– Valuation DisparityValuation Disparity

Gift Tax/Chapter 14Gift Tax/Chapter 14

–– SPA protects against an inadvertent giftSPA protects against an inadvertent gift

–– The gift is incompleteThe gift is incomplete

Reg. Reg. §§25.251125.2511--2(b)2(b)

EstateTax/GSTTEstateTax/GSTT

–– Report the saleReport the sale

©2009 Alexander & Klemmer, S.C.©2009 Alexander & Klemmer, S.C. 5656

IRS Reporting of Sale to TrustIRS Reporting of Sale to Trust

Timely file form 709 gift tax returnTimely file form 709 gift tax return

–– Not  a completed giftNot  a completed gift

Treas RegTreas Reg §§301301 6501(c)6501(c) 1(f)(4)1(f)(4)–– Treas. Reg. Treas. Reg. §§301301--6501(c) 6501(c) -- 1(f)(4)1(f)(4)

If IRS does not challenge the valuationIf IRS does not challenge the valuation

–– DisclosedDisclosed

–– Statute of limitations will runStatute of limitations will run

©2009 Alexander & Klemmer, S.C.©2009 Alexander & Klemmer, S.C. 5757
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IRS Reporting of Sale to TrustIRS Reporting of Sale to Trust
-- cont. cont. --

If the IRS successfully challenges the valuationIf the IRS successfully challenges the valuation

–– It is an incomplete giftIt is an incomplete gift

Treas RegTreas Reg §§2525 25112511 2(b)2(b)Treas. Reg. Treas. Reg. §§2525--25112511--2(b)2(b)

–– Allocation proAllocation pro--rata between exempt and nonrata between exempt and non--exempt exempt 
trusts for GSTT purposestrusts for GSTT purposes

The BDIT is safer than alternative strategies The BDIT is safer than alternative strategies 

©2009 Alexander & Klemmer, S.C.©2009 Alexander & Klemmer, S.C. 5858

BDIT NonBDIT Non--tax Results tax Results --Cont.Cont.

Opportunity shiftingOpportunity shifting

–– Business and investment opportunitiesBusiness and investment opportunities

–– Giving free advice or managing trust assetsGiving free advice or managing trust assetsGiving free advice or managing trust assetsGiving free advice or managing trust assets

Quintessential Quintessential life insurance trustlife insurance trust

–– Life insurance on a beneficiary who is also a trusteeLife insurance on a beneficiary who is also a trustee

–– Decision must be made by an independent trusteeDecision must be made by an independent trustee

–– Beneficiary cannot have a SPA over life insuranceBeneficiary cannot have a SPA over life insurance

5959©2009 Alexander & Klemmer, S.C.©2009 Alexander & Klemmer, S.C.

Benefits of This StrategyBenefits of This Strategy

The entity/assets are moved out of the client’s estate on The entity/assets are moved out of the client’s estate on 
a discounted basisa discounted basis

The transaction results in a leveraged estate freezeThe transaction results in a leveraged estate freeze

There is no income tax on the sales or the guaranteeThere is no income tax on the sales or the guarantee

All of the assets in the BDIT are still available to and All of the assets in the BDIT are still available to and 
controlled by the Inheritor/beneficiary   controlled by the Inheritor/beneficiary   

6060©2009 Alexander & Klemmer, S.C.©2009 Alexander & Klemmer, S.C.



21

Benefits Benefits -- ContinuedContinued

The Inheritor/beneficiary has a SPOA The Inheritor/beneficiary has a SPOA –– a rewrite powera rewrite power

The taxable estate of the inheritor is depleted byThe taxable estate of the inheritor is depleted byThe taxable estate of the inheritor is depleted by The taxable estate of the inheritor is depleted by 
valuation discounts as well as payment of incomes taxes valuation discounts as well as payment of incomes taxes 
on the trust income on the trust income –– the “tax burn”the “tax burn”

The Inheritor and his/her family have creditor and The Inheritor and his/her family have creditor and 
divorce protection in perpetuitydivorce protection in perpetuity

6161©2009 Alexander & Klemmer, S.C.©2009 Alexander & Klemmer, S.C.

Benefits Benefits -- ContinuedContinued

The Inheritor and his/her family have GSTT and estate The Inheritor and his/her family have GSTT and estate 
exemption in perpetuityexemption in perpetuity

The SPOA prevents a gift tax on transactions with the The SPOA prevents a gift tax on transactions with the 
trusttrust

Otherwise resistant clients will move forward with Otherwise resistant clients will move forward with 
planningplanning

6262©2009 Alexander & Klemmer, S.C.©2009 Alexander & Klemmer, S.C.

ENHANCED PLANNING ENHANCED PLANNING 
OPPORTUNITIES OPPORTUNITIES 

©2009 Alexander & Klemmer, S.C.©2009 Alexander & Klemmer, S.C. 6363

WITH BDITsWITH BDITs

Significant Life Insurance Sales PotentialSignificant Life Insurance Sales Potential
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Life Insurance - ILIT

BDIT is also a funded ILIT

So is the SIT variation

Insurance on the life of a beneficiary who is 
also a trustee

Decisions made by independent 
trustee

No power of appointment

©2009 Alexander & Klemmer, S.C.©2009 Alexander & Klemmer, S.C. 6464

Life Insurance Correlation with a BDIT

Life insurance has two component parts

Death benefit

Inside buildup

Asset class

QRP and NIMCRUT alternative

©2009 Alexander & Klemmer, S.C.©2009 Alexander & Klemmer, S.C. 6565

Life Insurance Correlation 
with BDIT – Cont.

Early Death
Negligible Tax Burn
Win on the Mortality Bet

Later Death
Greater estate tax depletion
Tax-free build-up more dramatic

©2009 Alexander & Klemmer, S.C.©2009 Alexander & Klemmer, S.C. 6666
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Increasing:
income tax 

deferred cash 
value –

available for 
use and 

outside the 
estate

Decreasing: 
need for 
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EXHIBIT F

outside estate)

Now Future
Estate accessible

Estate tax free
“Tax burn”
Insurance

+
A FIXED component

of an investment
portfolio outside the

estate

Derived from “Life Insurance as an Asset Class” by Richard M. Weber, MBA, CLU and Christopher 
Hause, FSA, MAAA © 2009 Ethical Edge Insurance Solutions, LLC. For further information contact 
Dick@EthialEdge.biz

Goal – tax exempt or tax deferred wealth 
accumulation

Vehicles

Primary Retirement 
Planning Alternatives

Qualified Retirement Plans (“QRPs”)

NIMCRUTs

Cash Value Life Insurance (“CVLI”)

©2009 Alexander & Klemmer, S.C.©2009 Alexander & Klemmer, S.C. 6868

Tax deferral – not exemption

Tax at ordinary income rates

Often converts capital gain into ordinary income

QRP’s

IRD

Non-alienation prohibits transfers to escape the 
estate tax

©2009 Alexander & Klemmer, S.C.©2009 Alexander & Klemmer, S.C. 6969
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Too Soon-Too Late – Too Much-Too Little

Contributions

Distributions

Administrative and Legal Costs

QRP’s  QRP’s  -- Cont.Cont.

g

Government Regulations

IRS

Department of Labor

Legislative Changes

Non-discriminatory

©2009 Alexander & Klemmer, S.C.©2009 Alexander & Klemmer, S.C. 7070

Tax-deferral-not exemption

Four-tier Rule – worst first

10% Rule

Eliminates younger clients

NIMCRUTs

Reduces potential accumulation period

Goes to charity at death

Early death risk

Administrative and legal costs

Fully discriminatory

©2009 Alexander & Klemmer, S.C.©2009 Alexander & Klemmer, S.C. 7171

Tax exempt access to the investment fund

Can access fund on a temporary basis and pay back

E.g. - college

Cash Value Life Insurance Cash Value Life Insurance -- CVLICVLI

Survivorship feature

Early death – win on mortality bet

No administrative and legal costs

Fully discriminatory

©2009 Alexander & Klemmer, S.C.©2009 Alexander & Klemmer, S.C. 7272
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Deferral v. Tax exempt access to income

Access to funds on a temporary basis

Survivorship Feature

Major ComparisonsComparisons

Risk of early death for QRPs and 
NIMCRUTs

Decedent's Receipt

QRP-IRD

NIMCRUT – none

CVLI in trust – tax-free
©2009 Alexander & Klemmer, S.C.©2009 Alexander & Klemmer, S.C. 7373

 Adjustments – beneficiary controlled

 Special Trustee

bj f i

Life Insurance in a Beneficiary Life Insurance in a Beneficiary 
Defective Defective Inheritor’s TrustTrust

 Not subject to power of appointment

 Accessing Inside Build-up

 Two-step process

 Wrap Trust™ - there may be serious tax 
problems

7474
©2009 Alexander & Klemmer, S.C.

Accessing Policy Cash ValuesAccessing Policy Cash Values

Loan money to the beneficiaryLoan money to the beneficiary

–– No income tax consequence No income tax consequence 

Purchase other assets from the beneficiaryPurchase other assets from the beneficiaryPurchase other assets from the beneficiaryPurchase other assets from the beneficiary

–– NonNon--recognition of gainrecognition of gain

Distributions to the beneficiaryDistributions to the beneficiary

–– Worst alternativeWorst alternative

Assets no longer protectedAssets no longer protected

©2009 Alexander & Klemmer, S.C.©2009 Alexander & Klemmer, S.C. 7575
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Accessing Policy Cash Values Accessing Policy Cash Values –– Cont.Cont.

MECMEC

Income tax issuesIncome tax issues–– Income tax issuesIncome tax issues

–– Estate tax inclusion issuesEstate tax inclusion issues

BackBack--end loaded policiesend loaded policies

Other planning issuesOther planning issues

©2009 Alexander & Klemmer, S.C.©2009 Alexander & Klemmer, S.C. 7676

Other Planning OpportunitiesOther Planning Opportunities
With a BDIT With a BDIT 

Tax and asset protected foreverTax and asset protected forever

Advanced “wealth shifting” opportunitiesAdvanced “wealth shifting” opportunities

Famil income ta planningFamil income ta planning–– Family income tax planningFamily income tax planning

–– Valuation/discount planningValuation/discount planning

–– Structured gifts and loansStructured gifts and loans

–– New businesses New businesses –– seed moneyseed money

–– Investment opportunitiesInvestment opportunities

7777©2009 Alexander & Klemmer, S.C.©2009 Alexander & Klemmer, S.C.

Planning Opportunities Planning Opportunities –– Cont.Cont.

Grantor trust income tax planningGrantor trust income tax planning

Sales of “hot” assets Sales of “hot” assets –– IRCIRC§§ 751 751 

SSStructuring buyStructuring buy--sell arrangementssell arrangements

State income tax planningState income tax planning

MultiMulti--jurisdictional asset protection planningjurisdictional asset protection planning

Private  retirement planPrivate  retirement plan

7878©2009 Alexander & Klemmer, S.C.©2009 Alexander & Klemmer, S.C.
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Planning Opportunities Planning Opportunities –– Cont.Cont.

Advanced Life Insurance PlanningAdvanced Life Insurance Planning

–– Access to cash valuesAccess to cash values

No transfer for value problemsNo transfer for value problems–– No transfer for value problemsNo transfer for value problems

–– SuperSuper--charge the insurance fundingcharge the insurance funding

–– SuperSuper--charge life insurance partnership planningcharge life insurance partnership planning

–– Premium financing techniquesPremium financing techniques

–– Split dollar arrangementsSplit dollar arrangements

©2009 Alexander & Klemmer, S.C.©2009 Alexander & Klemmer, S.C. 7979

Physicians/Equipment LeasingPhysicians/Equipment Leasing

The doctors purchase $3 million worth of equipment in The doctors purchase $3 million worth of equipment in 
an LLCan LLC

Each doctor sells his/her 1/3 interest in the LLC to a Each doctor sells his/her 1/3 interest in the LLC to a 
BDIT for a noteBDIT for a note

–– Rev. Rul. 85Rev. Rul. 85--1313

–– DiscountDiscount

©2009 Alexander & Klemmer, S.C.©2009 Alexander & Klemmer, S.C. 8080

Physicians/Equipment LeasingPhysicians/Equipment Leasing
-- cont. cont. --

Equipment is leased to the medical practiceEquipment is leased to the medical practice

Cash flow from the equipment leasing businessCash flow from the equipment leasing business

–– Pays the notePays the note

–– Buys CVLIBuys CVLI

For retirementFor retirement--pension substitutepension substitute

As an asset classAs an asset class

For family protectionFor family protection

For buyFor buy--sell purposessell purposes

©2009 Alexander & Klemmer, S.C.©2009 Alexander & Klemmer, S.C. 8181
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BuyBuy--sell Planningsell Planning

Newco is owned 50/50 by A and BNewco is owned 50/50 by A and B

A’s parent set up A’s BDIT which buys A’s entityA’s parent set up A’s BDIT which buys A’s entityA’s parent set up A’s BDIT which buys A’s entityA’s parent set up A’s BDIT which buys A’s entity

interest from Ainterest from A

B’s parent sets up B’s BDIT which buys B’s entity B’s parent sets up B’s BDIT which buys B’s entity 
interest from Binterest from B

©2009 Alexander & Klemmer, S.C.©2009 Alexander & Klemmer, S.C. 8282

BuyBuy--sell Planning sell Planning cont’dcont’d

Owns B’s interestOwns B’s interestOwns A’s interestOwns A’s interest

A’s BDIT B’s BDIT

Owns B s interest Owns B s interest 

Buys Life Insurance on Buys Life Insurance on 
A’s LifeA’s Life

Owns As interest Owns As interest 

Buys Life Insurance on Buys Life Insurance on 
B’s LifeB’s Life

8383©2009 Alexander & Klemmer, S.C.©2009 Alexander & Klemmer, S.C.

Estate Planning for ProfessionalEstate Planning for Professional
Athletes and EntertainersAthletes and Entertainers

Split between shiftable and nonSplit between shiftable and non--assignableassignable

A BDIT is wonderful for income opportunities whichA BDIT is wonderful for income opportunities which–– A BDIT is wonderful for income opportunities which A BDIT is wonderful for income opportunities which 
can be assignedcan be assigned

Athlete/entertainer pays the income tax on all incomeAthlete/entertainer pays the income tax on all income

©2009 Alexander & Klemmer, S.C.©2009 Alexander & Klemmer, S.C. 8484
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Estate Planning for ProfessionalEstate Planning for Professional
Athletes and Entertainers Athletes and Entertainers –– cont.cont.

Income tax and current expenditures deplete nonIncome tax and current expenditures deplete non--
assignable wealthassignable wealth

BDIT grows income taxBDIT grows income tax--freefree

–– Divorce and creditor protectedDivorce and creditor protected

Better than a marital property agreementBetter than a marital property agreement

–– Cash value life insurance as a pension substitute or in Cash value life insurance as a pension substitute or in 
addition to those provided by the sportaddition to those provided by the sport

–– Death benefit protects the familyDeath benefit protects the family

©2009 Alexander & Klemmer, S.C.©2009 Alexander & Klemmer, S.C. 8585

Contact InformationContact Information

Robert G. Alexander, EsqRobert G. Alexander, Esq

Alexander & Klemmer, S.C.Alexander & Klemmer, S.C.

933 N. Mayfair Road, Suite 301933 N. Mayfair Road, Suite 301

Milwaukee Wisconsin 53226Milwaukee Wisconsin 53226Milwaukee, Wisconsin 53226Milwaukee, Wisconsin 53226

Tel:  414Tel:  414--476476--50205020

EE--mail:  mail:  bob@alexanderbob@alexander--klemmer.comklemmer.com

www.alexanderwww.alexander--klemmer.comklemmer.com

8686©2009 Alexander & Klemmer, S.C.©2009 Alexander & Klemmer, S.C.
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 Robert G. Alexander, JD, LL.M., AEP, EPLS 

   

 Attorney Robert G. Alexander is the President and majority 
shareholder of Alexander & Klemmer, S.C., located in Milwaukee, 
Wisconsin and “Of Counsel” to Gonzalez, Saggio & Harlan, LLP, a highly 
respected national law firm with offices located in major cities throughout 
the United States. He earned a B.A. in English from the University of 
Wisconsin-Madison, J.D. from the University of Wisconsin-Madison Law 
School, and an LL.M. in Taxation from DePaul University. Mr. Alexander 
entered into private practice in 1978 and concentrates his practice in the 
areas of domestic and international wealth transfer, asset protection and 
family business planning, including federal estate and gift taxation; trust 

and estate administration; fiduciary income taxation; life insurance planning; retirement planning; 
charitable planning; business organization and succession planning and international tax planning. He 
has earned professional designations as a Board Certified Estate Planning Law Specialist (EPLS) as 
accredited by the American Bar Association, and as an Accredited Estate Planner (AEP) by the National 
Association of Estate Planners and Councils (NAEPC). He is AV rated by Martindale-Hubbell, its highest 
rating in legal ability and ethical standards. 

Professional Biography 2009 

  
 Mr. Alexander currently holds the office of secretary for the National Association of Estate 
Planners & Councils and serves on the board of directors of the Estate Planning Law Specialist Board, 
Inc. (2003 to the present). He is the chairperson of the NAEPC professional development and education 
committee, serves on the NAEPC committee administering the accredited estate planner designation, 
and the NAEPC Foundation Committee.  He is an NAEPC delegate to the Synergy Summit, a leading 
national estate, tax, and financial think tank, where he also serves as the immediate past chairperson 
and is on the editorial advising board of Wealth Management Magazine. Mr. Alexander served for two 
years as the original Publishing Editor of the NAEPC’s academic journal, The NAEPC Journal of Estate and 
Tax Planning; and for three years on the board of directors of the Milwaukee Estate Planning Council. 
 
 He is a nationally known author and speaker who lectures and teaches extensively for both 
public and private organizations, including the NAEPC, national continuing legal education providers, the 
Wisconsin Institute of CPA’s, major insurance companies, brokerage firms, banks, trust companies, 
community foundations, charitable organizations, and various local colleges.  
 
 Mr. Alexander is a member of the American Bar Association sections on Real Property, Probate 
and Trust Law and Taxation; the State Bar of Wisconsin; the National Association of Estate Planners and 
Councils; the Milwaukee and Waukesha Estate Planning Councils; the Society of Financial Service 
Professionals and the Society of Trust and Estate Practitioners (STEP). Mr. Alexander is admitted to 
practice in Wisconsin, the U.S. District for the Eastern and Western Districts of Wisconsin, the Seventh 
Circuit Court of Appeals, and the U.S. Tax Court. 
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Significant Recent Speaking Engagements include:  
 
1. July 2009 – Northwestern Mutual Financial Network Annual Convention – Milwaukee, 
 Wisconsin. Physicians Nationwide. 
  - The Beneficiary Defective Inheritor’s Trust – A Powerful New Wealth Planning Strategy 
 
2. June 2009 - Real Estate’s Place in Wealth Management and Financial Planning – Atlanta, 
 Georgia. France Publications. 
 - Legal & Tax Strategies for New Investments, Already Owned and To Be Passed-On 
 Commercial and Residential Property 
 
3. May 2009 - Spokane Estate Planning Council Annual Meeting. Gonzaga University Law School 
 - Super-charging Wealth Transfer and Asset Protection Planning with Grantor Trusts 

- Selected Issues In Fiduciary Duties and Liabilities 
- Tax Disasters and Other Conundrums: What Can Be Done to Correct All These Problems 

 
4. March 2009 – Northwestern Mutual Life Insurance Company. The Estate and Business Planning 
 Specialists Conference; Milwaukee, WI 
  - Beneficiary Defective Inheritor’s Trust (“BDIT”) – Finessing the Pipe Dream 
 
5. January 2009 – Palm Beach Tax Institute; Palm Beach, FL. 
 - Income Tax Issues With Respect to LLC and Partnership Interests Held In Trust 
 
6. Society of Financial Services Professionals 2008 Forum – Las Vegas, Nevada;   
  - Advanced Estate and Asset Protection Planning for Tax-Qualified Assets 
  - Panelist: Family Business Succession Planning 
 
7. 2008 Sid Kess-The Ultimate Estate and Retirement Conference - Las Vegas, NV.  
  - What Every Practitioner Needs to Know About International Estate Planning. 
 
8. Charles Schwab Impact 2008- Atlanta, GA. 
  - Super-Charging Wealth Transfer and Asset Protection Planning with Grantor Trusts. 
 
Significant Current Publications include: 
 
1. 

Publishing: Date October 2009, NYU Review of Employee Benefits and Executive Compensation; 
Matthew Bender & Company, Inc. 

The Cash Value Beneficiary Defective Inheritor’s Trust (The “Cash Value BDIT”) – Creating a 
More Flexible and Comprehensive Wealth Accumulation and Retirement Plan. 

2.  Enhancing the Planning Value of GRATs -  Part 2

 

 – CCH: Financial and Estate Planning Report No. 
 352, April 2009, and the Journal of Practical Estate Planning, Feb./Mar. 2009. 

3. Enhancing the Planning Value of GRATs -  Part I

 

 – CCH:  Financial and Estate Planning Report 
 No. 350, Feb. 2009, and the Journal of Practical Estate Planning, Nov./Dec. 2008. 
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4.  The Beneficiary Defective Inheritor’s Trust (BDIT) – Finessing the Pipe Dream

 

. CCH 
 Practitioner’s Strategies, Nov. 2008. Co- authored with Attorney Richard A. Oshins. 

 
 
Significant Books include: 
 
1.  Trust Administration and Trustee Selection

 

. Chicago: Guarantee Trust Company, 2003. Rev. Ed. 
 2009, Alexander & Klemmer, S.C. 

2.  Succession Planning for Closely Held Businesses
 

. Chicago: Guarantee Trust Company, 2003. 
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