
to recoup some expenses through Medicaid upon the 
death of the beneficiary.  

Although the use of ABLE accounts will come 
with restrictions, these accounts will provide a new 
and additional resource to help provide for those 
individuals who qualify.

Retired, But Available  
A Personal Note to my Clients and 

Professional Colleagues
By 

Stephen T. O’Neill

As mentioned in my personal letter sent last fall, and as 
noted in our fall 2014 newsletter, I retired on January1, 
2015.  However, I will remain as a consultant to Lahti, 
Lahti & O’Neill, P.C. for the next several years.  One 
of my main functions will be transitioning my clients 
over to my former partners and dear friends, Michael 
Lahti and Mia Lahti. 

If you haven’t been in to see us since LLO was formed 
in January 2011, you are overdue for an estate plan 
review.  Perhaps you’ve been in during that time, but 
haven’t spent quality time with Michael and Mia and 
the rest of LLO’s friendly and dedicated staff.  Either 
way, I’d urge you to visit with us to meet everyone, 
and to review your planning. I will make myself 
available to sit in on these meetings.

To arrange a meeting, just call us at (401) 331-0808 
or toll free at 1-888-EST-ATTY (1-888-378-2889), or 
email Laurie at laurie@llo-law.com.  Explain that you 
are Steve’s client(s) and that you want to review things, 
and meet Mike and Mia with Steve in attendance as 
well.  Let us know if you would like to have any of 
your other advisors sit in on the meeting.

If you’re a professional colleague of mine, and want 
to have one or more of our mutual clients, or even a 
prospective client, meet with Mike and Mia and me, 
I’d urge you to contact us as well.

Keep in mind that my wife Ellie and I do travel a bit 
more these days – a week or two or more here and there, 
to see our children and grandchildren in Vermont or 
California or Washington, D.C.; an occasional junket 
abroad, or to the tropics. But we can shuffle things 
around as needed, to be sure we can all get together. 
Don’t delay, beat the rush! 

New Year Brings Higher RI & U.S. Death
Tax Exemptions

By 
Alicia D. Luft

If your 2015 New Year’s resolution was to reduce 
your estate tax exposure, then you’re in luck! That is, 
if you are a Rhode Island resident with an estate over 
$921,655 or a U.S. resident with an estate over $5.34 
million. Those were the old RI and federal estate tax 
exemptions. But for deaths occurring after 1/1/15, 
the Rhode Island death tax exemption has jumped all 
the way to $1.5 million. And the federal exemption 
has had a cost of living adjustment (“COLA”) from 
$5.34 million to $5.43 million. Both the RI and U.S. 
exemptions will continue to be COLA’d annually.  
(The Massachusetts estate tax exemption remains 
frozen at $1,000,000; Florida continues to impose no 
death taxes.) 

Keep in mind that if you reside in a state that does 
not impose a death tax but you own real estate in a 
state(s) that does impose a death tax, you are liable 
for estate taxes in the latter state(s). And remember 
that married couples don’t automatically qualify for 
two exemptions, with respect to Massachusetts and 
Rhode Island; they must have estate plan documents 
that provide for this. 

No estate tax exposure? If you’re breathing, own 
property, and love someone besides the state or federal 
government, you still have a multitude of other estate 
planning concerns.  Come in to see us for a review if:
• It has been more than three years since your estate 

plan has been reviewed.
• You or your beneficiaries have had a significant 

change in personal circumstances pertaining to 
your family, business, employment or health.

• You haven’t updated your incapacity documents 
(General Durable Power of Attorney; Healthcare 
Power or Proxy; Living Will; Authorization to 
Release Protected Medical Information) in several 
years.

• Your relationship with any of your trustees, 
executors or agents has changed.

• You are uncertain whether your assets are optimally 
positioned to minimize the possibility of Probate 
Court proceedings upon death or incapacity. 
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NEW ESTATE PLANNING IDEAS 
FROM THE HECKERLING INSTITUTE

By 
Michael T. Lahti

I recently returned from a week at the Heckerling 
Institute on Estate Planning, which is presented each 
year by the University of Miami School of Law.  The 
institute is attended by over 3000 estate planning and 
tax lawyers, accountants, financial professionals, 
and trust officers, and draws the best speakers from 
around the country to provide attendees with fantastic 
information.  I received my LLM in estate planning 
from the University of Miami School of Law, and 
have made the pilgrimage back to the Institute for 
close to 20 years now.  The institute always gives me 
information on how to improve our practice.  This year 
was no exception, and I thought I would share some 
of the ideas that I thought were particularly intriguing.

The Alaska Community Property Trust

The Alaska Community Property Trust (“Alaska 
Trust”) offers Lahti, Lahti & O’Neill, P.C. clients 

living in Massachusetts, Rhode Island & Florida the 
ability to tap into the favorable tax treatment afforded 
to people who live in “community property” states.  
Specifically, community property gets a double “step 
up” in basis upon the death of one spouse.  Some 
explanation of community property and basis is 
needed at this point.

Knowing one’s “basis” in an asset is essential, 
because one cannot begin to determine the tax on a 
sale or exchange without knowing what their “basis” 
is. Basis is a measure of one’s economic investment 
in the property. As such, it serves two very important 
functions. First, one’s basis in the property determines 
whether there is a gain or loss upon sale of the 
property, since the measurement of gain or loss is the 
difference between the selling price and one’s basis in 
the asset. Second, basis determines the amount of any 
depreciation or cost recovery deductions allowable 
for the asset.

Example one: If I buy a stock for $10, and sell 
it for $25, my capital gains will be determined 
by subtracting my “basis” of $10 from the 
selling price of $25, and my capital gain that I 
would have to pay tax on would be $15.

Example two: If I buy a rental property for 
$100,000, my depreciation deduction that 
I can take each year originates from the 
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$100,000 basis that I have in the property; and 
each year I take a depreciation, the deduction 
basis is lowered.   

“Community property” is a form of concurrent 
ownership between a husband and wife derived from 
the Napoleonic Code. Under community property 
laws, property acquired by a married couple during 
marriage is owned in equal shares by each spouse. 
Community Property rules apply to property held 
by a married couple under the law of many foreign 
countries as well as the U.S. states of Alaska, Arizona, 
California, Idaho, Louisiana, Nevada, New Mexico, 
Tennessee, Texas, Washington, and Wisconsin.

If you are married and have a trust prepared by our 
firm, you may have wondered why we put language 
referencing “community property.”  The reason is that 
community property is taxed favorably, and we want 
to preserve its character as community property.  For 
decedents dying after December 31, 1947, a surviving 
spouse’s one-half share of community property held 
by the decedent and the surviving spouse under the 
community property laws, benefits from a double 
“step up” in basis upon death.

For example, say Mia and I own a portfolio as 
community property within an Alaska Trust.  If I die, 
the whole portfolio will get a “stepped up” basis, and 
Mia will be able to sell all of the stocks without paying 
capital gains.  On the other hand, if such account were 
owned jointly in Massachusetts, only my one-half 
would get the favorable basis step up upon my death.

So now that we know what basis is and why people 
in community property states get better tax results, 
let’s talk about the Alaska Community Property Trust.   
Alaska provides that property acquired by a married 
couple is separate property, unless the couple elect 
to treat it as community property. It also permits the 
creation of a trust to hold property as community 
property, and treat the assets of such trusts as 
community property, even if the couple creating the 
trust do not reside within the state.  This means that a 
couple, say in Massachusetts, can establish a trust in 
Alaska, establish the property as community property, 
and upon death get the double step up in basis for 
assets held in the trust.  This can be an incredibly 
powerful strategy for many people who hold low 
basis assets and are otherwise essentially “stuck” with 

them (because if the assets were to be sold during life 
a capital gains tax would be recognized).

The tax benefits are exceptional.  However, there 
is a cost to do this.  Among other things, counsel in 
Alaska would be needed to review the trust, and the 
trust would have to have a trustee in Alaska (who 
could be a co-trustee with the family member), 
who would charge a trustee’s fee.  The cost of this 
mechanism might cause people to consider setting 
up the mechanism later in life, so that the exposure 
to the trustee’s fees might be limited.  In any event, 
after hearing the extensive discussions presented, and 
talking with other practitioners who use these trusts, 
I will certainly be adding this strategy to be discussed 
with clients.

Domestic Asset Protection Trusts

Many of our clients have professions that expose 
them to liability. Sometimes the risk of liability 
unavoidable.  I once had an ER doctor tell me that he 
can make the right diagnosis 10,000 times, but 1 in 
10,000 may have an adverse reaction that is looked at 
sympathetically by a jury and result in a devastating 
judgment.  

There are many ways to protect property from 
liability such as insurance, homesteads, owning 
property as “tenants by the entirety,” corporations and 
limited liability corporations, etc.  Traditionally, an 
irrevocable trust would protect property from liability 
only if the ability to receive distributions of principal 
was abandoned.  In other words, traditionally if I 
were to create an irrevocable trust and keep the ability 
to receive the property back, the trust would not be 
protected from my creditors.  

This was “void against public policy.”  It was 
considered repugnant to be able to put property out 
of the reach of one’s creditors, yet keep the ability 
to get it back.  So what did people do…they moved 
assets to offshore trusts such as the Cayman Islands, 
Isle of Man, etc.  These offshore jurisdictions were 
not constrained by our laws, and allowed persons to 
protect money and get it back if needed.
The outflow of assets to these other jurisdictions 
caused a handful of states (Alaska being the first, 
and one of which is Rhode Island), to modify their 
laws to allow this type of planning.  Obviously the 

reason is that the states are trying to “pull” assets into 
their state’s finances, as one of the requirements to 
establishing this type of trust is that the assets need 
to be controlled by a trustee who resides in the state.

As more states compete for this business, the laws 
each state offers becomes more enticing.  Now some 
states, in addition to offering the creditor protections, 
allow assets to be held free of income tax and for an 
unlimited duration (normally trusts must end after a 
certain number of years).  This might allow a client 
to put assets in a trust for a perpetual period for his 
family, free forever of estate tax, free of creditors, and 
free from state income taxation.  Wow.  Yes, people 
are doing this.

It must be noted that these laws are new, and uncertainty 
exists.  There is surprisingly little case law with these 
cases, with some experts touting this as good saying 
that having these trusts in place causes the creditor to 
settle before trial.  Whether these trusts will work in 
all situations is unknown.  What I do know, however, 
is that the more hurdles a creditor has to clear, the 
more likely the creditor is to settle an issue before 
trial.  That alone may be a strong indicator to do a 
trust like this.  

Flexibility

With federal portability and the high federal 
exemptions ($5,430,000 for 2015), clients who live 
in states like Florida (which unlike Massachusetts 
and Rhode Island does not have a state estate tax) 
sometimes ask whether they still need trusts.  Our 
firm has generally leaned towards having trusts for 
many reasons such as shepherding assets for young 
or irresponsible or disabled beneficiaries, creditor 
protection, probate avoidance, protection from 
divorce, generation-skipping-taxes, to name some.  
It is always interesting to hear what practitioners 
around the country are doing, too.  I came away from 
Heckerling quite satisfied that we are on the right path, 
and that the key to a good estate plan goes far beyond 
tax planning.  That being said, taxes are a concern, 
and good tax planning involves looking at all of the 
taxes (income, estate, gift, and generation-skipping) 
and building flexibility into the estate plan.  If your 
estate plan has not been reviewed in a few years, we 
invite you to come in to discuss what changes, if any, 
might be made to your documents.

 THE NEW “ABLE  ACT” 
AVAILABLE LATER IN 2015

By  
Mia H. Lahti

In December of 2014, the Achieving a Better Life 
Experience Act (ABLE Act of 2014) was signed 
into law, following a nationwide discussion on the 
challenges faced by families who would like to set 
aside resources to ensure quality of life for a loved 
one with a disability.  The ABLE Act allows for those 
with disabilities to set up a tax-free savings account to 
supplement their income beyond what is provided by 
governmental programs, such as SSI, Medicaid, and 
Social Security.

ABLE accounts will not become available until later 
in 2015 because regulations must first be established 
before states can set up procedures for managing 
these accounts.  The Act as it is written will allow 
individuals to set up ABLE accounts in order to 
supplement government benefits for “qualified 
disability expenses” such as medical and dental care,
education, employment training, housing, and 
transportation without disqualifying disabled 
individuals from governmental benefits.  These 
accounts will be similar to 529 Education Savings 
Plans that help families save for college. 

Eligibility under the ABLE Act will be limited to those 
individuals with “significant disabilities” that had an 
age of onset before the age of 26.  Those individuals 
also receiving SSI and/or SSDI will be automatically 
eligible to establish an ABLE account.  If the person 
with a disability is not receiving SSI and/or SSDI, but 
meets the age of disability requirement, that person  
would go through a certification process.  Specific 
regulations on establishing eligibility will come later 
in 2015.

Similar to 529 Plans, each state will decide on the 
total limit that can be made to an ABLE accounts.   
The ABLE Act also provides that states can choose 

Pursuant to U.S. Treasury Department Regulations, we are required to 
advise you that, unless otherwise expressly indicated, any federal tax 
advice contained in this communication is not intended or written to be 
used for, and may not be used for, the purpose of (i) avoiding tax-related 
penalties under the Internal Revenue Code or (ii) promoting, marketing or 
recommending to another party any tax-related matters addressed herein.

This Newsletter should not be construed as legal advice but rather as 
general guidance on matters as to which you may wish to consult with a 
qualified professional advisor.



Estate Planning Solutions - Winter 2015 - Page 2 Estate Planning Solutions - Winter 2015 - Page 3

$100,000 basis that I have in the property; and 
each year I take a depreciation, the deduction 
basis is lowered.   

“Community property” is a form of concurrent 
ownership between a husband and wife derived from 
the Napoleonic Code. Under community property 
laws, property acquired by a married couple during 
marriage is owned in equal shares by each spouse. 
Community Property rules apply to property held 
by a married couple under the law of many foreign 
countries as well as the U.S. states of Alaska, Arizona, 
California, Idaho, Louisiana, Nevada, New Mexico, 
Tennessee, Texas, Washington, and Wisconsin.

If you are married and have a trust prepared by our 
firm, you may have wondered why we put language 
referencing “community property.”  The reason is that 
community property is taxed favorably, and we want 
to preserve its character as community property.  For 
decedents dying after December 31, 1947, a surviving 
spouse’s one-half share of community property held 
by the decedent and the surviving spouse under the 
community property laws, benefits from a double 
“step up” in basis upon death.

For example, say Mia and I own a portfolio as 
community property within an Alaska Trust.  If I die, 
the whole portfolio will get a “stepped up” basis, and 
Mia will be able to sell all of the stocks without paying 
capital gains.  On the other hand, if such account were 
owned jointly in Massachusetts, only my one-half 
would get the favorable basis step up upon my death.

So now that we know what basis is and why people 
in community property states get better tax results, 
let’s talk about the Alaska Community Property Trust.   
Alaska provides that property acquired by a married 
couple is separate property, unless the couple elect 
to treat it as community property. It also permits the 
creation of a trust to hold property as community 
property, and treat the assets of such trusts as 
community property, even if the couple creating the 
trust do not reside within the state.  This means that a 
couple, say in Massachusetts, can establish a trust in 
Alaska, establish the property as community property, 
and upon death get the double step up in basis for 
assets held in the trust.  This can be an incredibly 
powerful strategy for many people who hold low 
basis assets and are otherwise essentially “stuck” with 

them (because if the assets were to be sold during life 
a capital gains tax would be recognized).

The tax benefits are exceptional.  However, there 
is a cost to do this.  Among other things, counsel in 
Alaska would be needed to review the trust, and the 
trust would have to have a trustee in Alaska (who 
could be a co-trustee with the family member), 
who would charge a trustee’s fee.  The cost of this 
mechanism might cause people to consider setting 
up the mechanism later in life, so that the exposure 
to the trustee’s fees might be limited.  In any event, 
after hearing the extensive discussions presented, and 
talking with other practitioners who use these trusts, 
I will certainly be adding this strategy to be discussed 
with clients.

Domestic Asset Protection Trusts

Many of our clients have professions that expose 
them to liability. Sometimes the risk of liability 
unavoidable.  I once had an ER doctor tell me that he 
can make the right diagnosis 10,000 times, but 1 in 
10,000 may have an adverse reaction that is looked at 
sympathetically by a jury and result in a devastating 
judgment.  

There are many ways to protect property from 
liability such as insurance, homesteads, owning 
property as “tenants by the entirety,” corporations and 
limited liability corporations, etc.  Traditionally, an 
irrevocable trust would protect property from liability 
only if the ability to receive distributions of principal 
was abandoned.  In other words, traditionally if I 
were to create an irrevocable trust and keep the ability 
to receive the property back, the trust would not be 
protected from my creditors.  

This was “void against public policy.”  It was 
considered repugnant to be able to put property out 
of the reach of one’s creditors, yet keep the ability 
to get it back.  So what did people do…they moved 
assets to offshore trusts such as the Cayman Islands, 
Isle of Man, etc.  These offshore jurisdictions were 
not constrained by our laws, and allowed persons to 
protect money and get it back if needed.
The outflow of assets to these other jurisdictions 
caused a handful of states (Alaska being the first, 
and one of which is Rhode Island), to modify their 
laws to allow this type of planning.  Obviously the 

reason is that the states are trying to “pull” assets into 
their state’s finances, as one of the requirements to 
establishing this type of trust is that the assets need 
to be controlled by a trustee who resides in the state.

As more states compete for this business, the laws 
each state offers becomes more enticing.  Now some 
states, in addition to offering the creditor protections, 
allow assets to be held free of income tax and for an 
unlimited duration (normally trusts must end after a 
certain number of years).  This might allow a client 
to put assets in a trust for a perpetual period for his 
family, free forever of estate tax, free of creditors, and 
free from state income taxation.  Wow.  Yes, people 
are doing this.

It must be noted that these laws are new, and uncertainty 
exists.  There is surprisingly little case law with these 
cases, with some experts touting this as good saying 
that having these trusts in place causes the creditor to 
settle before trial.  Whether these trusts will work in 
all situations is unknown.  What I do know, however, 
is that the more hurdles a creditor has to clear, the 
more likely the creditor is to settle an issue before 
trial.  That alone may be a strong indicator to do a 
trust like this.  

Flexibility

With federal portability and the high federal 
exemptions ($5,430,000 for 2015), clients who live 
in states like Florida (which unlike Massachusetts 
and Rhode Island does not have a state estate tax) 
sometimes ask whether they still need trusts.  Our 
firm has generally leaned towards having trusts for 
many reasons such as shepherding assets for young 
or irresponsible or disabled beneficiaries, creditor 
protection, probate avoidance, protection from 
divorce, generation-skipping-taxes, to name some.  
It is always interesting to hear what practitioners 
around the country are doing, too.  I came away from 
Heckerling quite satisfied that we are on the right path, 
and that the key to a good estate plan goes far beyond 
tax planning.  That being said, taxes are a concern, 
and good tax planning involves looking at all of the 
taxes (income, estate, gift, and generation-skipping) 
and building flexibility into the estate plan.  If your 
estate plan has not been reviewed in a few years, we 
invite you to come in to discuss what changes, if any, 
might be made to your documents.

 THE NEW “ABLE  ACT” 
AVAILABLE LATER IN 2015

By  
Mia H. Lahti

In December of 2014, the Achieving a Better Life 
Experience Act (ABLE Act of 2014) was signed 
into law, following a nationwide discussion on the 
challenges faced by families who would like to set 
aside resources to ensure quality of life for a loved 
one with a disability.  The ABLE Act allows for those 
with disabilities to set up a tax-free savings account to 
supplement their income beyond what is provided by 
governmental programs, such as SSI, Medicaid, and 
Social Security.

ABLE accounts will not become available until later 
in 2015 because regulations must first be established 
before states can set up procedures for managing 
these accounts.  The Act as it is written will allow 
individuals to set up ABLE accounts in order to 
supplement government benefits for “qualified 
disability expenses” such as medical and dental care,
education, employment training, housing, and 
transportation without disqualifying disabled 
individuals from governmental benefits.  These 
accounts will be similar to 529 Education Savings 
Plans that help families save for college. 

Eligibility under the ABLE Act will be limited to those 
individuals with “significant disabilities” that had an 
age of onset before the age of 26.  Those individuals 
also receiving SSI and/or SSDI will be automatically 
eligible to establish an ABLE account.  If the person 
with a disability is not receiving SSI and/or SSDI, but 
meets the age of disability requirement, that person  
would go through a certification process.  Specific 
regulations on establishing eligibility will come later 
in 2015.

Similar to 529 Plans, each state will decide on the 
total limit that can be made to an ABLE accounts.   
The ABLE Act also provides that states can choose 

Pursuant to U.S. Treasury Department Regulations, we are required to 
advise you that, unless otherwise expressly indicated, any federal tax 
advice contained in this communication is not intended or written to be 
used for, and may not be used for, the purpose of (i) avoiding tax-related 
penalties under the Internal Revenue Code or (ii) promoting, marketing or 
recommending to another party any tax-related matters addressed herein.

This Newsletter should not be construed as legal advice but rather as 
general guidance on matters as to which you may wish to consult with a 
qualified professional advisor.



to recoup some expenses through Medicaid upon the 
death of the beneficiary.  

Although the use of ABLE accounts will come 
with restrictions, these accounts will provide a new 
and additional resource to help provide for those 
individuals who qualify.

Retired, But Available  
A Personal Note to my Clients and 

Professional Colleagues
By 

Stephen T. O’Neill

As mentioned in my personal letter sent last fall, and as 
noted in our fall 2014 newsletter, I retired on January1, 
2015.  However, I will remain as a consultant to Lahti, 
Lahti & O’Neill, P.C. for the next several years.  One 
of my main functions will be transitioning my clients 
over to my former partners and dear friends, Michael 
Lahti and Mia Lahti. 

If you haven’t been in to see us since LLO was formed 
in January 2011, you are overdue for an estate plan 
review.  Perhaps you’ve been in during that time, but 
haven’t spent quality time with Michael and Mia and 
the rest of LLO’s friendly and dedicated staff.  Either 
way, I’d urge you to visit with us to meet everyone, 
and to review your planning. I will make myself 
available to sit in on these meetings.

To arrange a meeting, just call us at (401) 331-0808 
or toll free at 1-888-EST-ATTY (1-888-378-2889), or 
email Laurie at laurie@llo-law.com.  Explain that you 
are Steve’s client(s) and that you want to review things, 
and meet Mike and Mia with Steve in attendance as 
well.  Let us know if you would like to have any of 
your other advisors sit in on the meeting.

If you’re a professional colleague of mine, and want 
to have one or more of our mutual clients, or even a 
prospective client, meet with Mike and Mia and me, 
I’d urge you to contact us as well.

Keep in mind that my wife Ellie and I do travel a bit 
more these days – a week or two or more here and there, 
to see our children and grandchildren in Vermont or 
California or Washington, D.C.; an occasional junket 
abroad, or to the tropics. But we can shuffle things 
around as needed, to be sure we can all get together. 
Don’t delay, beat the rush! 

New Year Brings Higher RI & U.S. Death
Tax Exemptions

By 
Alicia D. Luft

If your 2015 New Year’s resolution was to reduce 
your estate tax exposure, then you’re in luck! That is, 
if you are a Rhode Island resident with an estate over 
$921,655 or a U.S. resident with an estate over $5.34 
million. Those were the old RI and federal estate tax 
exemptions. But for deaths occurring after 1/1/15, 
the Rhode Island death tax exemption has jumped all 
the way to $1.5 million. And the federal exemption 
has had a cost of living adjustment (“COLA”) from 
$5.34 million to $5.43 million. Both the RI and U.S. 
exemptions will continue to be COLA’d annually.  
(The Massachusetts estate tax exemption remains 
frozen at $1,000,000; Florida continues to impose no 
death taxes.) 

Keep in mind that if you reside in a state that does 
not impose a death tax but you own real estate in a 
state(s) that does impose a death tax, you are liable 
for estate taxes in the latter state(s). And remember 
that married couples don’t automatically qualify for 
two exemptions, with respect to Massachusetts and 
Rhode Island; they must have estate plan documents 
that provide for this. 

No estate tax exposure? If you’re breathing, own 
property, and love someone besides the state or federal 
government, you still have a multitude of other estate 
planning concerns.  Come in to see us for a review if:
• It has been more than three years since your estate 

plan has been reviewed.
• You or your beneficiaries have had a significant 

change in personal circumstances pertaining to 
your family, business, employment or health.

• You haven’t updated your incapacity documents 
(General Durable Power of Attorney; Healthcare 
Power or Proxy; Living Will; Authorization to 
Release Protected Medical Information) in several 
years.

• Your relationship with any of your trustees, 
executors or agents has changed.

• You are uncertain whether your assets are optimally 
positioned to minimize the possibility of Probate 
Court proceedings upon death or incapacity. 
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NEW ESTATE PLANNING IDEAS 
FROM THE HECKERLING INSTITUTE

By 
Michael T. Lahti

I recently returned from a week at the Heckerling 
Institute on Estate Planning, which is presented each 
year by the University of Miami School of Law.  The 
institute is attended by over 3000 estate planning and 
tax lawyers, accountants, financial professionals, 
and trust officers, and draws the best speakers from 
around the country to provide attendees with fantastic 
information.  I received my LLM in estate planning 
from the University of Miami School of Law, and 
have made the pilgrimage back to the Institute for 
close to 20 years now.  The institute always gives me 
information on how to improve our practice.  This year 
was no exception, and I thought I would share some 
of the ideas that I thought were particularly intriguing.

The Alaska Community Property Trust

The Alaska Community Property Trust (“Alaska 
Trust”) offers Lahti, Lahti & O’Neill, P.C. clients 

living in Massachusetts, Rhode Island & Florida the 
ability to tap into the favorable tax treatment afforded 
to people who live in “community property” states.  
Specifically, community property gets a double “step 
up” in basis upon the death of one spouse.  Some 
explanation of community property and basis is 
needed at this point.

Knowing one’s “basis” in an asset is essential, 
because one cannot begin to determine the tax on a 
sale or exchange without knowing what their “basis” 
is. Basis is a measure of one’s economic investment 
in the property. As such, it serves two very important 
functions. First, one’s basis in the property determines 
whether there is a gain or loss upon sale of the 
property, since the measurement of gain or loss is the 
difference between the selling price and one’s basis in 
the asset. Second, basis determines the amount of any 
depreciation or cost recovery deductions allowable 
for the asset.

Example one: If I buy a stock for $10, and sell 
it for $25, my capital gains will be determined 
by subtracting my “basis” of $10 from the 
selling price of $25, and my capital gain that I 
would have to pay tax on would be $15.

Example two: If I buy a rental property for 
$100,000, my depreciation deduction that 
I can take each year originates from the 
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