RICHARD L. COLLARI JR.

ATTORNEY AT LAW

4115 BLACKHAWK PLAZA CIRCLE, SUITE 100
DANVILLE, CALIFORNIA 94506
TELEPHONE: (925) 648-2043 ~ FACSIMILE: (925) 648-2045

February 2011
Dear Estate Planning Clients:

Thank you again for trusting me with the task of either preparing or
updating your estate plan. Part of my service to you is to keep you up-to-date
regarding developments that might affect your plan. The beginning of the year
is often a good time to assess the state of your personal and financial affairs. My
hope is that this letter will be relevant to your needs and that you will take a
moment to contact me if you have any questions. | am always happy to be of
service.

Estate Tax Changes:

The federal estate tax (or the so-called “death tax”) is a tax imposed by the
federal government on the value of all assets and property left by a deceased
person. The estate tax was eliminated for 2010, but only for that one year. At the
close of the Congressional session in 2010, a new tax law was enacted that,
among other things, re-instates the federal estate tax for 2011 and 2012. Under
the new law, the estate tax for 2011 and 2012 will apply to estates that exceed
$5,000,000 per person at a 35% tax rate. As a result of this change, the estate tax
will impact only those individuals worth more than $5,000,000, or couples worth
more than a combined $10,000,000.

An interesting feature of the new estate tax law is the “portability” of the
individual estate tax exemption between married couples. For the first time in
the history of the estate tax, the unused portion of a deceased spouse’s federal
estate tax exemption can be claimed by the surviving spouse. What this means is
that upon the death of the first spouse, any unused (or left-over) portion of that
person’s exemption will carry-over to the surviving spouse, so that the surviving
spouse’s estate will benefit not only from their own exemption, but also the
additional left-over amount of their pre-deceased spouse’s exemption.

In general, your revocable living trust has been prepared to allow for
changes in the federal estate tax structure. The current tax law changes should
not require any major revision to anyone’s revocable living trust, as long as the
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revocable living trust was originally drafted to accommodate estate tax planning.
Of course, if you have any questions about this, please feel free to contact me.

In summary, there likely is no need to take any action at this time, and |
will keep you informed as developments warrant. As always, if a change in law
affects your particular plan I will contact you immediately.

Gift Tax:

In addition to the estate tax, the federal tax law also sets forth provisions
applicable to gift tax, or the tax that must be paid by the person making a gift, if
the gift exceeds a certain threshold. The gift tax has been changed for 2011 and
2012, unifying the tax rate and the lifetime exemption with the estate tax. The
gift tax now has a top rate of 35% and a lifetime exemption amount of $5,000,000.

With regard to the annual gift tax exemption, that remains $13,000 per
recipient per year. What that means is simple: Anyone can give up to $13,000 in
gifts to any one person in any annual period without any gift tax implications.
Gifts to spouses (who are U.S. citizens) and payments directly to hospitals or
educational institutions are excluded from gift tax and, therefore, may exceed the
$13,000 threshold without triggering any gift tax or eroding the lifetime gift tax
exemption.

Maximize Your Value:

You have spent considerable time and energy in creating your estate plan.
It is crucial that you continue to receive value from it. To ensure that we
preserve that value, we should periodically review the plan as well as your
current situation to make sure the two remain in sync. Among the more
common developments affecting your estate plan are: (1) whether your personal
situation, or the personal situation of any of the individuals you have identified
to play a role in your estate plan — such as executor, trustee or guardian — has
changed in the time since we created your estate plan; (2) whether your financial
picture has changed in the time since we originally created your estate plan (such
as the purchase of additional substantial life insurance or the purchase of a new
home or additional real estate); and (3) whether the law has changed in ways that
impact the assumptions we made when we first created your estate plan. If there
has been any change in your personal or financial situation, please contact me so
that we can discuss whether we should make any adjustments to your estate
plan to accommodate those changes.
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Proper Titling of Assets:

If we created a revocable living trust and you have re-financed your home
since we created that trust, we should make certain that your home (and any
other real estate) is still properly titled in your trust. Often times when you re-
finance, lenders require you to title the property out of your trust in order to
conduct the re-financing. In some cases, those lenders (or the escrow company)
will title the property back into the trust following the funding of the loan, but
sometimes that does not happen. Consequently, title to your home could be
outside of your trust, potentially jeopardizing our work. Therefore, if you have a
trust, have re-financed in the time since we created the trust, and you do not
know for certain whether your title to your home was affected by the re-
financing, please contact me so that we can make sure title is properly listed and
if it is not, then we can make the changes necessary to correct title.

The same is true if you purchased new real estate — we should discuss
how the new real estate was titled at the time you bought it. If title is not listed
in your trust, then we can make the changes necessary to correct title.

In addition, if you have opened additional accounts or acquired additional
assets in the time since we created your estate plan, please take the time to
understand how title is held to those accounts and how the beneficiary(ies) are
designated (if applicable) to those accounts. Your estate plan will work most
efficiently if everything is properly titled and beneficiaries are properly
designated to ensure all assets are distributed in accordance with the same plan.

Proper Beneficiary Designation:

| recommend that you take the time to verify that your assets have been
properly titled and the beneficiaries properly designated to accomplish all of the
goals important at the time we created your estate plan. If your estate plan
includes a revocable living trust, then please make sure your home is titled in the
name of the trust, that your taxable investment accounts and business interests
are titled in the name of the trust, and that your tax-deferred retirement accounts
identify the correct designated beneficiaries. If you have any questions about
these tasks, please feel free to contact me so that | can provide you with the help
you need.
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Homeowners Insurance and Your Revocable Living Trust:

If your estate plan includes a revocable living trust and you have re-titled
your home into your trust, | recommend that you inform your insurance agent of
this fact. Some insurers require that you inform them that you have a trust and
that your home is titled into the trust in order to insure the home. You have
purchased and continue to pay premiums for your property and liability (a.k.a.
“homeowner’s”) policy. However, some insurers will not recognize your trust as
being “insured” under the policy unless it is listed as an additional named
insured under the policy. Please check with your insurance agent if your insurer
requires your trust to be listed as an additional named insured.

Investments and Your Estate Plan:

With the ups and downs we all have experienced in the financial markets
and real estate over the past few years, some of you may be wondering whether
any changes should be made to your estate plan. In general, changes in the value
of assets should not affect the estate plan that we created, unless that change in
value is a significant increase. Otherwise, as long as your assets are properly
titled and the beneficiaries on your accounts have been designated properly,
there is nothing that should need to be done as a consequence of the change in an
asset’s value.

Reconsidering Some of Your Estate Planning Decisions:

| also recommend that you take some time to review who you have
identified in your estate planning documents as playing critical roles — guardians
for minor children, successor trustees, executors, power of attorney agents,
health care agents — to ensure that you are still comfortable with giving those
responsibilities to the people you selected at the time you prepared your estate
plan. Often times, people’s situations change. Sometimes those changes can
impact the criteria you used when selecting those people in the first place. Part
of the process of updating your estate plan is to make appropriate changes to the
list of role-players when situations change for those role-players.

Referring Clients to Me:
The first quarter of the calendar year is my busiest time because many

people are evaluating what they need to accomplish and want to complete
during the next year. New Year’s Resolutions are often the trigger for the
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preparation of an estate plan, will or trust. |1 hope you keep me in mind if the
subject of Wills or Trusts comes up with any of your family or friends. Typically,
my clients fall into one or more of the following categories:

e People with young children who want to nominate guardians and
establish trusts to fund the children’s education and provide for their
children’s future.

e People who own assets (including real estate, businesses, investments, life
insurance and more) and want to control how those assets are managed
and distributed in the event of either incapacity or death.

e People who want to minimize the loss of their net worth due to the impact
of the Probate Court process in the event of their death or incapacity.

e People who want to minimize the impact of federal estate taxes on the
value of the assets they wish to pass on to others at their death.

e People with existing estate plans who want to ensure that everything is
still in order and up-to-date.

As always, | thank you for your support and for the referrals that you
have given me in the past and into the future.

Very truly yours,

Richard L. Collari Jr.



