CIRCULAR EC-582 Revised

DECEMBER 19881

Estate planning is a family affair. All members of the
family should be involved in determining goals, objec-
tives and methods of transferring property from one
generation to another. However, once these factors are
agreed upon, planning the actual transfer must be done
by the property owner. The first step is to inventory and
value the estate.

As an individual in business, whether in town or on the
farm, you have a sizeable investment in land, buildings,
equipment and inventory. In acquiring this property, you
have created an estate which, at the time of death, will be
subject to both state and federal estate taxes and other
settlement costs.

Recent changes in Federal Legislation will reduce the
impact of estate and gift taxes in the next few years.
However, the need to adequately plan the transfer of
property from one generation to the next still remains. If
inflation continues at its present rate the tax advantages
gained through increased estate and gift deductions will
soon be eliminated.

If a large portion of the estate consists of fixed assets
such as land and buildings, the need for liquidity could
present a special problem. Careful estate planning can
reduce liquidity needs or provide a means of covering
these needs and thereby prevent the forced sale of proper-
ty built up over a lifetime. It will also insure passing the
largest possible estate to the next generation.

PURPOSE OF THIS PUBLICATION

This publication will acquaint you with the types of
property included in your estate. It will assist you in plac-
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ing a value on your estate and determining the settlement
costs of various estate plans. Also, by following the steps
outlined it is possible to determine the amount of addi-
tional liquidity — assets that can be quickly turned into
cash — that may be needed to pay necessary settlement
and transfer costs.

This form pertains to inventorying the property owned
by an individual and should be completed by each pro-
perty owner 'in the family. THE FORM IS GENERAL
IN NATURE AND SHOULD BE USED ONLY FOR
PRELIMINARY PLANNING.

VALUATION METHODS

Property must be valued at its fair market value in the
inventory process. However, where real property devoted
to farming or other closely held businesses is concerned,
we can also use the ‘“current use’’ method of valuation.
While using this method can mean substantial tax sav-
ings, a number of qualifications have to be met both
before and after the death of the owner. See your at-
torney for particulars.

The inventory process and estate tax calculations
become more complicated if gifts of property have been
made. NDSU Extension Circular EC-604, ‘‘Estate Plan-
ning Considerations’’, provides a general explanation of
how the new annual gift exclusion, unified tax credit, and
unlimited marital deduction for gifts affects the process.
Also, contact your attorney for additional information
on how these factors affect your individual situation.
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