David T. Nguyen – Poly Family Tax & Estate Hypos - Spectrums or stages of relationships from exploration (dating), formation, child-rearing and end (dissolution or death):


A and B, unmarried but claim domestic partnership benefits through an employer, begins dating C.
Would dating C be considered terminating the domestic partnership in the employer’s view giving a basis to terminate benefits?
 

A, B and C are now in an unmarried poly relationship.
A and B are the same age, C is 10 years younger. A’s employer provides a pension with spousal survivor benefits. B’s employer has 401k plan while C is self-employed. Who should marry whom? Initially A and C should marry to maximize the employer benefits. But looking at family history of life expectancy, A’s family has average life expectancy, B’s family is 10 years higher than average and C’s family is 10 years below average. A and B should get married in this situation. Social security benefits should be added to the analysis plus health insurance premium tax credit as well as various tax credits.
Estate planning consideration: If A, B and C has $500k net worth each. As the lowest proposed exclusion amount is $3m, A, B and C shouldn’t have an estate tax issue so estate planning can be fairly simple by holding assets in as joint tenants with right of survivorship as long as parties are comfortable with treating their assets as a communal estate and having the last survivor determine the disposal of residue of their communal estate. A, B and C would just need a will, durable financial power of attorney and a medical power of attorney/advance health care directive. Financial power of attorney may have joint agents, but medical power of attorney should have only one serving at a time as disagreements are likely arise for end-of-life decisions. The partner who is most likely carry out the other partners’ wishes with the least amount of emotional strain should be named first. However, the parties may still want to have a trust to protect against elder abuse. Contrast that with A, B and C having $3m in net worth each. If A, B and C die in order, at A’s death there is no estate tax, but at B’s death there would be a $500k estate tax due and at C’s death there would be a $1.8m estate tax due. Cheap tax planning, get married: A and B marries. At A’s death, the $1.5m that B receives is entitled to marital deduction and the $1.5m is absorbed by A’s $3m exemption. A’s personal representative would want to file an estate tax return for A to port over A’s unused exemption amount of $1.5m to B. B now has a $4.5m applicable exclusion amount instead of $3m. B and C marries. At B’s death, the $4.5m that C receives is entitled to a marital deduction. C files B’s estate tax return to port over B’s unused applicable exclusion amount. C now has an applicable exclusion amount of $7.5m exemption. At C’s death there now only a $500k estate and aggregate tax savings of $1.8m.
Add on the complexity of dealing with inherited, separate and communal wealth. My experience so far has been the parties have kept everything separate including the communal wealth and only the communal wealth goes to the other partners with each partner having their own separate trust.
A situation unique to California is reassessment of property tax value of real estate transfer among poly partners, probably best to discussed in written material.
Since life is never always this orderly, could A, B and C hedge the risk. Does a jurisdiction that has no expiration date for a marriage license to be issued after an application is made, possibly DC, prohibit a person from having two or more marriage applications outstanding? Could A and B submit a marriage license application, followed by an application by B and C. Would DC law allow a wedding to occur on one date but allow a later effective marriage date? 


A, B and C have children by surrogate as an unmarried poly family. A will be a biological parent.
In jurisdictions that doesn’t allow more than two parents, would it best to list A and the surrogate as the parents on the birth certificate, then have B and C be the adoptive parents? Contrast that with seeking an appointment as three co-guardians in a guardianship proceeding.
Parties decide that C will be the stay-at-home parent. Cheap tax planning: A and B gets married and claim C as a dependent allowing the parties to file one tax return. Proper tax planning: What if C was paid to stay-at-home instead? To qualify for the childcare tax credit for the amount paid, C cannot be a spouse nor a parent. The tax credit is $3,000 for each child under 13 with a total allowable credit of $6,000. For AGI of over $43,000, the credit is 20% of expenses, C would receive payment of $30,000. Analyze the employment and income taxes on C, earned income tax credits, possible business deduction for personal expenses.
 

C decides to exit the unmarried poly family.
Should C to marry either A or B, then divorce if there be property transfers among the parties? Or structured as a buyout of potential claims?
