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PLANNING FOR A BLENDED FAMILY

The term “blended family” can have different meanings for

different people. According to the dictionary, a blended family
is “a family that consists of two adults, the child or children
that they have had together, and one or more children that
they have had with previous partners.” That definition doesn'’t
tully capture the kaleidoscope of ex-spouses, ex-in laws,
unmarried parents who may have split up, children who may
live in multiple homes with different parents depending on
the day or week, and all the emotions that come along with

so many stakeholders.

"https://dictionary.cambridge.org/us/dictionary/english/blended-family
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PLANNING FOR A BLENDED FAMILY

Blended families are becoming more and more Planning for your finances and estate in the context
common. According to a Pew Research Center 2015 of all the different ways families blend together
report, in 1960, at the height of the Baby Boom, 73% can feel overwhelming.’ There are some thoughtful
of children were living in a family with two married things you can do before you even contemplate being
parents in their first marriage.> By 1980, 61% of part of a blended family. Most planning, though, will
children were living in this typical nuclear family, be done after you meet a new partner, and especially
and by 2015 fewer than half were.? Even though 62% after you and your new partner have a child or

of children in 2015 were living with two married children together.

parents (an all-time low), 15% were living with
parents who had remarried and 7% were living with
parents who were cohabiting without being married.*

2 https://www.pewresearch.org/social-trends/2015/12/17/1-the-american-family-today/
31d.
“1d.

> In this white paper we discuss planning for blended families. The Pew study also found that 26% of children were living with a single parent, and we'll discuss planning for
single people and unmarried couples in a different white paper.
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PLANNING FOR A BLENDED FAMILY

Betore you're part of
a blended family

Before you are part of a blended family you are
probably—although not necessarily—part of a
traditional nuclear family.

If your marriage is heading for divorce, there are a few
things you can do to help make things easier for your
potential future blended family.

+ Try to make sure that your financial lives end up
as separate as possible.

»  This may not always be possible, either because
your ex-spouse will end up with an interest
in your retirement account(s) or because you
have other financial obligations to him or her,
or to your children.

» If possible, try to minimize those future
obligations (for example, having an obligation
to maintain a life insurance policy that benefits
your ex-spouse or maintain your ex-spouse as a
beneficiary on your retirement accounts).

+ If you create estate planning documents, it might
be appropriate that your spouse can only act as
a fiduciary as long as you're still married. Consider

removing your spouse as a trustee or other fiduciary

if your marriage ends in divorce.

+  Once a divorce is final, work with your estate
planning attorney to remove your spouse from
your documents. Unless your divorce agreement or
court order requires otherwise, you should consider
removing your ex-spouse as a decisionmaker (for
example, from financial powers of attorney or health
care powers of attorney), as a fiduciary (from trusts
or under your will), and as a beneficiary (in your will,
in your revocable trust, for life insurance, retirement
plans, pay-on-death or transfer-on-death accounts,
etc.).

Once you meet someone with whom you would
contemplate starting a new family, there are other
things you can and should do to ensure that your wishes
survive the ups and downs of modern life. Although
many people are reluctant to plan for the dissolution of
a marriage near the beginning of that marriage, if you
do end up as one of the 50% of married couples who
divorce, having planned in advance can save time, money
and heartache.’ See our WealthFocus on planning for
divorce for some ideas about how you can hope for the
best while planning for the worst.

5 While roughly 50% of first marriages end in divorce, the failure rate for subsequent marriages is even higher: 67% for second marriages and 73% for third marriages.
See Revealing Divorce Statistics in 2023, https://www.forbes.com/advisor/legal/divorce/divorce-statistics/, updated May 4, 2023, accessed July 7, 2023.
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PLANNING FOR A BLENDED FAMILY

Sign a pre-nuptial or
post-nuptial agreement early

Communication is crucial in any marriage, so start
early. Discuss your financial goals and how you think
about your assets, then put those objectives into a
written agreement. This can help reduce conflict and
misunderstandings later. You and your spouse should
have independent legal counsel for any pre- or

post-nuptial agreements.

A prenuptial agreement is an agreement between
you and your future spouse that you enter into
before you get married. A prenuptial agreement
generally described how you want your assets to be

divided in the event of divorce or death. It can be as

comprehensive as you like.

If your family owns a business or your parents have
left or expect to leave you an inheritance—from

a tangible item with sentimental value to many
millions of dollars—your prenuptial agreement can
maximize the likelihood that your spouse will have
no claim on that asset. You can specify different
distribution outcomes depending on the length of the
marriage and whether you have children with this

spouse.
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Note that the form in which you hold property can
sometimes trump even a well drafted prenuptial or
postnuptial agreement. For example, if you keep an
inheritance or other separate property in a separate
account, your marital agreement should control

its distribution in the event of divorce or death.
However, if you put your separate property in a joint
account, some states are likely to treat it as marital
property even if a marital agreement says something
different.

Some spouses may enter a marriage with debt rather
than with assets. In that case, a prenuptial agreement

can shelter the other spouse from being responsible
for that debt.

A prenuptial agreement requires full financial
disclosure from both of you.

If you're already married, it’s not too late—you

can still create what’s known as a “post-nuptial”
agreement, which is an agreement between spouses
about how their property will be divided in the event
of divorce or at death.

In general a postnuptial agreement has the same
requirements as a prenuptial agreement—both
spouses have to disclose all finances and should
have independent representation. And a postnuptial
agreement can cover the same areas as a prenup—
distribution of assets and liabilities, responsibilities
to each other post-divorce, and so forth.

Maintaining open lines of communication will help
you and your partner face future challenges together.
Review our WealthFocus on preparing your finances
for marriage for more information on the planning

considerations to discuss with your spouse.
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PLANNING FOR A BLENDED FAMILY

Ensure estate planning
documents meet objectives

40% of new marriages include at least one partner '
who has been married before.” It is a good idea

to create or update your estate plan when you go
through a major life event like creating a blended
family. If you have no estate plan, your assets will
be distributed according to state law; if you don't
update an existing estate plan, your assets will be
distributed according to your outdated plan. In
either of these scenarios, your assets may not be
distributed according to your current wishes.

Even if you do have a plan, especially in the context
of a blended family, you need to be explicit when
stating your wishes.

For instance, if you do not have a will or trust
indicating otherwise, state laws generally give

a portion of your assets to your spouse and the
balance to your children when they reach the age of
majority—but only to your biological children, not
to your step-children, no matter how young they
were when you married their biological parent.

And even if you do have estate planning documents,
you have to carefully describe what you want. If
you just leave your assets to your “children” or your
“descendants”, unless you specify otherwise those
terms don't include stepchildren or anyone other
than blood relatives. Your estate planning attorney
can help ensure that your documents accurately

reflect your current wishes.

71d.
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Check asset titling and
beneficiary designations

The way you title your assets can often upend even
the most carefully drafted will or trust. For instance,
property held with a spouse as joint tenants with
rights of survivorship—a common way for spouses
to own property jointly—passes automatically to the
other joint account owner upon your death. This can
include bank accounts, brokerage and other financial
accounts, as well as your home or other property.

For example, while you may have planned in your
will or revocable trust for some of your property to
pass to children from a prior marriage, if all your
assets are owned jointly with rights of survivorship
with your spouse, your plan as expressed in your will
or revocable trust will not be carried out, since all of
your assets would pass to your spouse according to
the asset titling.

This is also true for “payable on death” or “transfer
on death” accounts, where you may have named
someone to inherit a particular account or asset
on your death. Once again, this titling may not be
consistent with your thoughtfully crafted plan as

expressed in your estate planning documents.

You should always make sure that the way you own
your assets is consistent with your estate and wealth
plan. If you want to leave assets to children or other
members of your former family, you should
consider retitling those accounts or assets into your
individual name. If it’s important to have a joint
account with your spouse, you can hold assets with
your spouse as joint tenants in common. At the
death of one joint owner of a tenant in common
account, that owner’s half of the account will be
controlled by his or her will and can be used to

fulfill your plan.
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If you live in a community property state, you
should speak with your estate planning attorney and
wealth advisors about ensuring you specifically
identify your separate property before you
contribute it to a joint revocable trust with your
spouse (and your spouse should do the same). Your
trust will control the disposition of all of your
separate property but only half of your community
property; the other half automatically belongs to
your spouse when you die. And if you have a
community property with rights of survivorship
account, the same considerations as above apply.

In addition to checking your asset titling, you should
be sure to review and update your beneficiary
designations for your IRAs, 401(k)s, existing life

. W
" il

insurance policies, and other accounts where

there is a direct beneficiary named, including any
employee benefits such as deferred compensation
and stock or option plans. Beneficiary designations
are often overlooked, and some people accidentally
don’t remove ex-spouses as a beneficiary. Note that

a divorce decree does not override a beneficiary
designation—if the decree is silent about a particular
account, the designation associated with that account

will control its disposition if you die.

In other circumstances, you may have named a child
as a beneficiary of one or more accounts or policies—

even if that doesn't reflect your current intent.

Blending families is difficult; don’t let these common
mistakes trip you up.
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Consider life insurance

If you are planning to leave a family business or
other asset to older children from a first marriage, life
insurance could be a helpful way to provide for your

new spouse and younger children (or vice versa).

A new spouse or children add more complexity to
your estate planning, but one simple question can
help you approach your plans: Do you want your
children from a previous marriage to wait until their
step-parent passes away to receive certain assets,
such as life insurance money? From an emotional
perspective, providing this liquidity to your older
children could help to relieve some contflict that may

build up as a result of having to wait for other parts

of their inheritance until their step-parent’s death.
This is especially important if your new spouse is
significantly younger than you.

Life insurance can also be a way to provide for
younger children from a subsequent marriage while
also transferring wealth to older children from an
earlier marriage. Especially if your younger children
have yet to attend college or graduate school, or are
not yet out of the house, insurance can be an easy
and efficient way to provide liquidity to pay the
expenses you paid for your older children and would
have paid for your younger children.
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Update your health care and
power of attorney documents

Review and update your health care and any special
or durable power of attorney documents to reflect
who you want to be your agent and power-holder.
You may still have a former spouse named in those
documents. Alternatively, you may have named your
children prior to your re- marriage and now you
want your spouse to act on your behalf. You should
work with an attorney to update these documents
it the current documents are not in line with your
current wishes. Often in the context of a blended
family, individuals have a “committee” of agents
that could be composed of your new spouse and
children. Note that many states prefer, and some
require, that only one person at a time may act as

a health care agent.

Having members of different families with
potentially competing interests makes it even more
important that you set out your end-of-life wishes in
a Living Will. These instructions should be clear and
should leave no room for doubt about your wishes.

Clear communication—about your health care
wishes and about everything—will make it more
likely that your wishes are carried out after your
death.
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Portability of the
estate tax exemption

Each person is able to shelter up to $12,920,000 (in 2023) from federal gift or estate tax during their lifetime,
which is referred to as the lifetime exemption amount. Any exemption that remains unused at death is
available to shield assets from estate tax. Any unused exemption is portable to a surviving spouse, meaning it
is added to the surviving spouse’s remaining exemption. If portability is utilized properly, a married couple has
a total of $25,840,000 (in 2023) of available exemption during their joint lifetimes. This brings up two primary
issues with respect to second marriages: conflicts of interest the last deceased spouse rule.

CONFLICT OF INTEREST

Portability has to be elected by the
executor or personal representative

of the estate of the deceased. Often

a spouse is named as the executor or
personal representative. If a second or

subsequent spouse is appointed by the
relevant court as the executor or personal
representative, he or she may want to
elect portability to ensure he or she
inherits the deceased spouse’s unused
exemption. However, that election

can limit the amount children from a
prior marriage receive or it could cause
bequests to those children to be subject
to additional estate tax.

I'imnlﬂlill LA

A

Addressing the portability election with
your estate planning attorney and in a
marital agreement can be an effective
way of dealing with this issue ahead of

time.
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LAST DECEASED SPOUSE RULE

A spouse can only use the unused exemption
of his or her “last deceased spouse”® Once the
last deceased spouse’s unused exemption is
used by the surviving spouse, however, he or
she can then inherit the unused exemption of

a subsequent spouse.

This brings up two sub-issues. In order to use
the deceased spouse’s unused exemption, the
surviving spouse can make lifetime gifts. If
the survivor uses up all of the first deceased
spouse’s unused exemption after it is ported
to him or her, he or she can then inherit and
use a subsequent spouse’s unused exemption
(assuming the portability election is made
correctly). The surviving spouse needs to have
funds to make that gift, however.

If the survivor inherited more unused

exemption than the subsequent spouse

8 Internal Revenue Code §2010(c)(4)(B)

has available and the survivor doesn’t have
enough assets to make lifetime gifts to use
the first spouse’s unused exemption, consider
a marital agreement that could require the
subsequent spouse to allow the survivor to
elect portability if he or she survives again.
If the subsequent spouse has less unused
exemption than the first spouse, consider
whether the surviving spouse should be
compensated in some way. Life insurance
could be something to consider in this
situation as well.

Example: John dies and leaves Mary with

$3 million of unused exemption. Mary
subsequently marries Bob, who only has $1
million of unused exemption available. If Bob
dies before Mary uses up John’s $3 million
unused exemption, she will lose the ability to
use John'’s exemption and will be limited to
Bob’s $1 million.
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Introduce trusted
advisors to your new
spouse/adult children

You and your new spouse may have separate advisors
for tax, legal and investment matters. Consider
introducing each other to your respective advisors

so that each of you is familiar with the individuals
and institutions that may be able to assist in the
future when needed. Adult children should also be
brought into the conversation and introduced to your

advisors.

Communication among all interested parties about
your wishes is the best way to increase the likelihood
that your wishes are carried out. If your family—with
all of its permutations—doesn’t know what you want,
it’s easier for disagreements to arise after you're no

longer available to settle a dispute.

Family meetings can be a helpful way for you to
determine whether and where potential conflicts
among your spouse, children and step-children may
exist. Family meetings are also a forum for you to
express your desires regarding your estate plan.
Hearing your goals in your own voice may help
alleviate future misunderstandings about your wishes

among your family members.

Dynamics, estate size and circumstances are unique
to each family. It is essential that you consult with
your attorney to determine which planning options
are best for you. You can also consider engaging with
an expert in family dynamics. Proactive planning
and discussions during your lifetime can be very
beneficial for your blended family.

Please contact your J.P. Morgan representative
to discuss these and other considerations as
your family composition and goals evolve.
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Important information

This material is for information purposes only, and may inform you of
certain products and services offered by J.P. Morgan's wealth management
businesses, part of JPMorgan Chase & Co. (“JPM"). The views and strategies
described in the material may not be suitable for all investors and are
subject to investment risks. Please read all Important Information.

GENERAL RISKS & CONSIDERATIONS.

Any views, strategies or products discussed in this material may not be
appropriate for all individuals and are subject to risks. Investors may
get back less than they invested, and past performance is not a
reliable indicator of future results. Asset allocation/diversification
does not guarantee a profit or protect against loss. Nothing in this
material should be relied upon in isolation for the purpose of making an
investment decision. You are urged to consider carefully whether the
services, products, asset classes (e.g. equities, fixed income, alternative
investments, commodities, etc.) or strategies discussed are suitable to
your needs. You must also consider the objectives, risks, charges, and
expenses associated with an investment service, product or strategy
prior to making an investment decision. For this and more complete
information, including discussion of your goals/situation, contact your J.P.
Morgan representative.

NON-RELIANCE.

Certain information contained in this material is believed to be reliable;
however, JPM does not represent or warrant its accuracy, reliability or
completeness, or accept any liability for any loss or damage (whether
direct or indirect) arising out of the use of all or any part of this material.
No representation or warranty should be made with regard to any
computations, graphs, tables, diagrams or commentary in this material,
which are provided for illustration/reference purposes only. The views,
opinions, estimates and strategies expressed in this material constitute
our judgment based on current market conditions and are subject to
change without notice. JPM assumes no duty to update any information

in this material in the event that such information changes. Views,
opinions, estimates and strategies expressed herein may differ from those
expressed by other areas of JPM, views expressed for other purposes or in
other contexts, and this material should not be regarded as a research
report. Any projected results and risks are based solely on hypothetical
examples cited, and actual results and risks will vary depending on specific
circumstances. Forward-looking statements should not be considered as
guarantees or predictions of future events.

Nothing in this document shall be construed as giving rise to any duty

of care owed to, or advisory relationship with, you or any third party.
Nothing in this document shall be regarded as an offer, solicitation,
recommendation or advice (whether financial, accounting, legal, tax or
other) given by J.P. Morgan and/or its officers or employees, irrespective of
whether or not such communication was given at your request. J.P. Morgan
and its affiliates and employees do not provide tax, legal or accounting
advice. You should consult your own tax, legal and accounting advisors
before engaging in any financial transactions.

Legal Entity and Regulatory Information.

J.P. Morgan Wealth Management is a business of JPMorgan Chase & Co.,
which offers investment products and services through J.P. Morgan
Securities LLC (JPMS), a registered broker-dealer and investment adviser,
member FINRA and SIPC. Insurance products are made available through
Chase Insurance Agency, Inc. (CIA), a licensed insurance agency, doing
business as Chase Insurance Agency Services, Inc. in Florida. Certain
custody and other services are provided by JPMorgan Chase Bank, N.A.
(JPMCB). JPMS, CIA and JPMCB are affiliated companies under the common
control of JPMorgan Chase & Co. Products not available in all states.

Bank deposit accounts and related services, such as checking, savings and
bank lending, are offered by JPMorgan Chase Bank, N.A. Member FDIC.

This document may provide information about the brokerage and
investment advisory services provided by J.P. Morgan Securities LLC
("JPMS"). The agreements entered into with JPMS, and corresponding
disclosures provided with respect to the different products and services
provided by JPMS (including our Form ADV disclosure brochure, if and
when applicable), contain important information about the capacity in
which we will be acting. You should read them all carefully. We encourage
clients to speak to their JPMS representative regarding the nature of the
products and services and to ask any questions they may have about the
difference between brokerage and investment advisory services, including
the obligation to disclose conflicts of interests and to act in the best
interests of our clients.

J.P. Morgan may hold a position for itself or our other clients which may
not be consistent with the information, opinions, estimates, investment
strategies or views expressed in this document. JPMorgan Chase & Co.
or its affiliates may hold a position or act as market maker in the financial
instruments of any issuer discussed herein or act as an underwriter,
placement agent, advisor or lender to such issuer.
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