cnanges are prospective. 1ne cnanges in tne
estate tax exclusion and the maximum estate
tax rate, for example, will be implemented
gradually through 2011.

The scheduled increases in the estate tax
exclusion will result in even fewer estates
paying estate tax. However, the amount of the
exclusion may be misleading. A taxable
estate generally includes not only all of a
decedent’s assets, but also the value of all
assets in which the decedent had an interest,
such as a joint tenancy (there is a special rule
for joint tenancies between spouses). In
addition, a decedent’s taxable eslale general-
ly includes the death benefit of all life insur-
ance policies on the decedent’s life.

Married couples, without proper estate
tax planning, arc generally limited to one
exclusion, usually taken when the second
spouse dies. A major goal of estate tax plan-

allow eacn spouse s estate to
claim the exclusion. Another
goal, especially in light of
the new tax act, will be to
defer any estate tax until the
second spouse dies.

As aresult of the new legislation, over the
next couple of years families with gross tax-
able estates of less than $I million generally
will avoid estate tax and probably can modify
their existing wills and trusts to eliminate
estate tax planning.

Couples with taxable estates of between
$1 million and $2 million should be able to
avoid all estate tax, but only with proper
estate tax planning. This planning, consider-
ing the changes in the Internal Revenue
Code, likely will be different than previous
planning.

cstate  tax  exposure.
Appropriately  structured
estate plans, however, will
be required. The trusts and
wills to be used for these
estates likely will be sub-
stantially different than previous documents.

Interestingly, most farm families will not
experience any estate tax relief under the new
law until 2004. The reason for this is some-
what complicated. The current qualified fam-
ily-owned business interest (QFOBI) deduc-
tion effectively raises the applicable exclu-
sion for qualifying farm families to $1.3 mil-
lion. Because the applicable exclusion will
exceed $1.3 million in 2004, the QFOBI
deduction will be eliminated from the Code,
and qualifying farmers will at that time be eli-
gible for an exclusion of $1.5 million.

Estate planning continued on page 2

Court decision raises doubts ahout validity of
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In response to a 1987 Illinois Supreme Court decision, employers spent the 1990s revising
their employee handbooks to prevent the manuals from creating contracts of employment.
Those employers now have to wonder whether they need to do it all over again.

The most recent Illinois Supreme Court ruling to complicate the employer-employee rela-
tionship is Doyle v. Holy Cross Hospital, which the court decided in 1999. In Doyle, the court
held that an employee could sue Lo enforce previously existing terms in an employee handbook
that the employer had revised during the employee's employment.

Mary Doyle was a long-term employee of Holy Cross Hospital in Chicago, working there as
a nurse since 1960. In 1971, the hospital issucd an cmployee handbook that set forth various
employment protections for nurses. Twelve years later, the hospital issued a new handbook,
which replaced the prior protections with a statement that nurses could be terminated with or
without cause at any time. The new handbook also contained a disclaimer informing employ-
ees that the handbook was not to be construed as a contract of employment.

Handbooks continued on page 3
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