EbwAarRD J. WHITE
ATTORNEY AT LAW
118 SOUTH ROYAL STREET
ALEXANDRIA, VIRGINIA 22314

TELEPHONE 836-5444

November 13, 1992

Mr. Anthony M. 0O'Connell
6541 Franconia RAd.
Springfield, Va. 22150

Mrs. Jean M. Nader
350 Fourth Ave.
New Kensington, Pa. 15068

Mrs. Sheila O'Connell-Shevenell
44 Carlton St.
Portland, Maine 04102

Re: Estate of Jean M. 0'Connell

When I agreed yesterday to the disbursement of the A. G.
Edwards accounts by the end of the year, I had not looked at the
bank balance of the estate for some time. There is $64,216.83 in
the estate account which includes the sum of $14,408.53 received
today from the IRS for the estate tax overpayment.

To date the sum of $324,000.00 has been disbursed to the
heirs, which has been done on the assumption that we have on hand
enough money to pay the rest of the debts. Normally an estate is
not disbursed until an Estate Tax Closing Letter has been received
from the IRS and Virginia.

I cannot agree to a disbursement from the Edwards accounts
until a closing letter is received. As you recall the Accotink
property is assessed at $600,000.00 by the county. Based on the
appraisal, we used one half of that figure (times the percentage
interest owned by your mother), In the event the IRS does not
agree and insists on the full valuation, the estate tax liability
could increase by about $67,000.

Out of the bank account must come the executors' commission
which will be about $45,000.00, a fee for the Fiduciary Income Tax
return preparation and various filing fees of a small nature.
There simply is not enough money left to cover the contingencies.
A disbursal in these conditions would be a violation of the duty of
the fiduciaries.

Since the IRS has issued the refund (with interest), I would
assume a closing letter is not far behind.

Some questions have arisen as to your tax liabilities. The


anthonyoconnell
This letter does not describe accounting trails. It is not possible to untangle the accounting entanglements and find out where the money went from this. 

Can we get the accountants to show their accounting trails for any of these numbers? 
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Estate paid an estate tax on the value of the property owned by
your mother at her death. Since the tax 1is paid, what is
distributed to you is tax free.

In addition there is a fiduciary income tax on the earnings of
the estate while it is open. The First Accounting shows income of
$56,928.52 from 9/15/91 through 9/15/92. Basically this is what
will be taxed as estate income. Of this $659.97 can be ignored as
it was repayment of a debt from the O0'Connell Trust and not income,
and at least $13,388.25 was tax free income. The fiduciary income
tax is paid by the estate if it was not disbursed during the tax
period. In your case it was disbursed, and you will receive a form
K-1 showing how much should be added to your regular income. This
is why it is called "pass through" income. This might be about
$14,000.00 each not counting deductions which are due to the
estate. Jo Ann Barnes is preparing this return for the estate at
present.

The question of capital gains comes up often 1in estate
situations. Any asset owned by a decedent at the time of death is
given a "stepped up" basis to its value at the date of death. 1If
the heirs then sell the asset the only taxable capital gain (or
loss) is the change in value between the date of death and the date
of sale. The Accotink property falls in that category, though the
basis on the share formerly held in trust has a basis as of the
date of your father's death. The Lynch note will not produce any
capital gain since it was taxed in the estate as part of your

mother's assets. It will produce an income tax effect on the
fiduciary income tax return since $26,917.17 in interest was
received by the estate. This is included in the $56,928.52

referred to above.

The remaining items left to do in the estate are the filing of
a request for the publication of Debts and Demands against the
estate, filing a second and final accounting, obtaining a court
order for the distribution of the estate and filing a second
fiduciary income tax return from the period 9/15/92 through the
date of disbursement.

Sincerely,, .

Edward J~ 6gite E B

EJW/e
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