
Mortgage Reform – Good Faith Estimate

Have you noticed your neighbors moving their domicile to
states like Florida or New Hampshire where there is no estate or
income tax? Maine loses income, sales, and estate taxes, which we
calculate to be millions from our clients who have already made this
change.

You may want to see how your estate plan stacks up to current
Maine Law. You may be shocked to know how much the State of
Maine will tax your assets, which include not only your real estate,
tangible personal property, general bank accounts, and stocks, but
also assets with beneficiary-designations, such as life insurance,
annuities, IRAs, and any other assets over which you retain some
control.

Changing domicile may reduce, but not eliminate, the Maine
estate tax liability for those who own real estate in Maine. Similarly,
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In response to last year’s financial woes, the U.S. Department
of Housing and Urban Development, better known as HUD, has issued
mortgage reforms for the first time in more than 30 years. Aimed at
assisting consumers shopping for the best loan product to suit their
individual needs, HUD has standardized the Good Faith Estimate
(GFE) in an effort to save the consumer from costly and potentially
harmful loan offers. HUD requires the lender to provide the
borrower with a GFE, which discloses key loan terms and closing cost
estimates at the time of application and again in a final form at the
closing table. HUD expects consumers to save an average of $700 in
closing costs once this standardization is implemented.

What is RESPA?
RESPA, the Real Estate Settlement Procedures Act, a consumer

protection statute first passed in 1974, is intended to help consumers
understand various loan offers and become better shoppers of loan
products. RESPA also restricts kickbacks and referral fees that would
unnecessarily increase certain settlement costs.
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There are at least four bills pending in Congress to deal with
changes to the Federal estate taxes. Two of them, HR96 and
HR173, appear to be focused on issues related to farmland.
Another, HR533, aims to repeal the estate tax entirely.

The bill that has drawn serious attention is HR436 which
stops the repeal of the estate tax which otherwise would be
repealed as of December 31, 2009. It repeals the carry-over basis
rules so that assets would still receive a step up in basis as of date
of death after December 31, 2009. The bill reunifies the credit for
estate and gift taxes, and keeps this year’s increased unified
exemption of $3,500,000 and the unified estate tax rate over that
amount at 45% (with some increases in the estate tax for estates
over $10,000,000).

Mainers who own real estate in other states
which also have lower estate tax exemptions will
often be surprised to have to pay additional state
estate taxes that could have been avoided with
more careful planning. If you are a Maine
resident and own real estate in another state,
you should contact our office to coordinate with
an estate planning attorney in the state where
you own property to review your Maine
documents and be sure that there are no
surprises upon your death.

Seasonal residents who own real estate in
Maine are often stung by very substantial Maine
estate taxes even if there is no state estate tax
where that seasonal person is domiciled.

Will new legislation

stop the repeal of the
Estate Tax?.

Pending Legislation
To Change Federal Transfer Taxes

Maine Estate Tax (continued from page 1)

A way to eliminate the Maine estate
taxes on the first spouse to die is to have an
estate plan that takes advantage of the
separate Maine marital deduction through a
Maine Q-Tip election. More clients are
choosing a simpler disclaimer trust approach.

Sometimes, an estate must pay state
estate taxes in two different states for the
same property. For example, Maine taxes a
Massachusetts estate with a Maine limited
liability company, which owns Maine real
estate, while Massachusetts would also tax
that Maine limited liability company since the
real estate owned by an LLC is an intangible
asset.

Is Your Property in Joint Tenancy?
If your deed, bill of sale, stock, or bank account does not

use the magic words “joint tenants,” under Maine law, the
ownership is held as tenants in common, and each person’s share
must pass through probate upon death. If your asset is held in
joint tenancy, however, ownership passes to the survivor
automatically upon the death of one of the owners.

If your property must pass through probate because it is not
titled in joint tenancy and you don’t have a Will, Maine, through
its laws of intestacy, will decide how your assets should be
distributed, and who will manage your estate.

If you prefer to make those decisions yourself, you should
not only review all of your assets and how they are titled, but also
prepare and sign a Will.


