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Subject: Split Interest Property Purchase
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Hi Jeffrey,

Richard 1s OK with doing the split interest purchase of the townhouse provided that we discuss with Leon (and
Leon discusses with Debra) the option of Leon giving Debra the funds to do the split-interest purchase with the
trust so that Debra, rather than Leon, would retain the life interest. From Richard’s viewpoint, that is a better
deal for the Trust because Debra has the longer life expectancy (the trust pays less to purchase the remainder).
He thought that would basically put Leon in the same place Debra would be if Leon had the life estate and that
Leon should be fine with that.

[ pointed out to Richard that the positions were not exactly the same. Because Leon 1s not a beneficiary of the
trust, if Debra holds the life interest and he outlives her, he will have to pay rent. In contrast, if Leon holds the
life interest and Debra outlives him, the Trustees could allow her to live in the residence rent free. There may
also be an issue with Leon being denied a marital deduction for the funds he gives Debra to acquire the life
interest (the service may assert the step transaction argument). Alan 1s looking into this and will also quantify
what Debra’s contribution would be if she were the sole life tenant. 1 will get back to you once | have that
information.
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This communication and any attachment is for the intended recipient(s) only and may contain information
that is privileged, confidential and/or proprietary. If you are not the intended recipient, you are hereby
notified that further dissemination of this communication and its attachments 1s prohibited. Please delete all
copies of this communication and its attachments and notify me immediately that you have received them in

error. Thank vou.
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