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A Valuable Estate Plan for Youand 
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Why Prepare Now?
Å Security for you and your family

Å Protection in case of incapacity

Å Protection and provisions for 
your heirs

Å Reduction of estate tax and 
probate costs

Å Smooth transfer of assets 

Å Education of your beneficiaries
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Basic Concepts

ÅYour Estate:

ïWhat is your probate estate?

ïWhat is your taxable estate?

ÅProbate ςWhat is it?

ÅEstate Taxes ςHow much could you lose?
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What is Your Estate?

Irrevocable Life Insurance 

Trusts

Annual Exclusion Gifts

Your taxable estate generally includes 

anything you own or control.  Your 

probate estate generally includes 

assets titled in your name and assets 

that do not have a beneficiary 

designation.

Life Insurance 

Annuities 

Transfer on Death

IRAôs/Pension Plans

Revocable Trusts

Joint Property

Probate Estate

Separate Property

Tenants in Common

Community Property

Taxable Estate
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Perils of Probate 

Å Involves judicial process to:
ïPay bills

ïTransfer assets

ÅCan be costly and time-
consuming

ÅwŜǉǳƛǊŜǎ ŀǘǘƻǊƴŜȅΩǎ ǎŜǊǾƛŎŜǎ

Å Is a public process

http://www.sxc.hu/browse.phtml?f=download&id=952313&redirect=photo
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The Probate Process

Probate is the judicial process to pay bills and transfer assets.                          

File Will

````
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Publish 

Creditors 

Notice

File 

Inventory

File Petition 

to Deal with 

Assets

Begin 

creditorôs 

claim period

Publish for 

Final 

Settlement

File Final 

Settlement

Distribute 

Assets
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Estate Tax
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Estate Erosion 

Gross Estate SettlementCosts Net Estate Percentage Lost

John D. Rockefeller $26,905,182 $17,124,988 $9,780,194 64%

William Boeing $22,386,158 $10,589,748 $11,796,410 47%

Alwin C. Ernst, CPA $12,642,431 $7,124,112 $5,518,319 56%

Source: Public Court Records, State Probate Court
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Steps to an Effective Estate Plan

Step 3

Evaluate Planning Alternatives

Step 2

Identify Goals

Step 1

Gather Records

Step 6

Review your Plan Regularly

Step 5

Take Action and Implement Plan

Step 4

Meet with your Attorney
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Step 1: Gather Records

ÅList your assets.

Å/ƻƳǇƭŜǘŜ άtƭŀƴƴƛƴƎ ¸ƻǳǊ 9ǎǘŀǘŜέ ǿƻǊƪōƻƻƪΦ

Å!ƴǎǿŜǊ άCƛƴŀƴŎƛŀƭ Dƻŀƭǎ hǊƎŀƴƛȊŜǊέ

Å/ƻƳǇƭŜǘŜ ά9ǎǘŀǘŜ tƭŀƴƴƛƴƎ hǊƎŀƴƛȊŜǊέ

Step 1

GatherRecords
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Beneficiary Designations

ÅAssets requiring beneficiary designations:

ïAnnuities 

ïLife insurance policies

ïIRAs 

ïRetirement plan accounts

ïTransfer on Death/Payable on Death accounts (TOD/POD)

ÅBeneficiary designations take precedence over 
instructions you may provide in a will or trust
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Project Your Estate Tax Liability

ÅάIƻǿ ƳǳŎƘ ǿƛƭƭ Ƴȅ ŦŀƳƛƭȅ ƭƻǎŜ ǘƻ ŜǎǘŀǘŜ 
ǘŀȄŜǎΚέ
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Step 2: Identify Your Goals

ÅDo you want to:
ïAvoid probate?

ïReduce taxes?

ïDetermine who will manage investments during incapacity?

ïLeave specific amounts to specific heirs?

ïProvide for beneficiaries with special needs?

ïBenefit a charity?

Step 2

Identify Goals
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Step 3: Evaluate Estate Planning 
Alternatives

Å Wills

Å Durable powers of attorney

Å Revocable trusts

Å Annual gifting programs

Å Credit shelter trusts (married couples)

Å Life insurance

Å Other techniques 

Step 3

Evaluate estate 
planning 

alternatives
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Your Will

Å¢ƘŜ ǎǘŀǘŜ ǿƛƭƭ ǿǊƛǘŜ ƛǘ ƛŦ ȅƻǳ ŘƻƴΩǘ 

ÅYour Will transfers as you instruct 

ÅDirects guardianship of minor children

ÅMay require probate

ÅDoes not protect against incapacity
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Durable Power of Attorney

ÅGives another person authority to act for you

ÅRemains effective if you become incapacitated 

ÅTerminates when you die

ÅConsider also ςliving will, medical power of attorney, and 
HIPAA authorization 
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Revocable Living Trust

ÅProvides flexibility

ÅMay be self-administered 

ÅAvoids probate

ÅEnsures privacy 

ÅCan help reduce estate taxes

ÅProvides asset management during incapacity or after death
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Responsibilities of a Trustee

Å Take control of trust assets 

Å Review and implement terms

Å Inventory assets

Å Record tax cost basis

Å Establish accounting records

Å Evaluate quality of assets

Å Collect dividends and interest

Å Reinvest cash

Å Record all income and principal 
receipts and disbursements

Å Pay bills

Å Establish investment strategy 

Å Review diversification 

Å Distribute income as required

Å Track taxable transactions

Å Adjust cost basis

Å File fiduciary tax returns
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Who Could Be a Trustee

ÅChildren
ï Investment experience?

ï Time demands?

ï Family conflicts?

ÅCorporate trustee
ï Professional investment management 

ï Impartial

ï Professional administration 

ÅBoth as co-trustees
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Benefits of a Corporate Trustee

ÅConsists of a full-time staff

ÅOffers permanent, continuous management of your assets

Å Is impartial in sensitive family matters

Å Is regulated by government agencies 
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Evaluating Trustees

Family Attorney or CPA CorporateTrustee

Make Investment Decisions

Performs Record Keeping

Pays Bills in Timely Manner

Determines Investment 
Strategy

Evaluates Beneficiary Needs

Acts Fairly to all Heirs

Prepares and Files TaxReturns

Has Willingness/AvailableTime
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Tax-Planning Strategies
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Credit Shelter Trust

ÅAlso known as a family trust, A-B trust or bypass trust

ÅProtects the applicable exclusion amount of the first spouse to 
die

ÅCan provide income to the surviving spouse

ÅwŜƳƻǾŜǎ ŀǎǎŜǘǎ ŦǊƻƳ ǘƘŜ ǎǳǊǾƛǾƛƴƎ ǎǇƻǳǎŜΩǎ ŜǎǘŀǘŜ
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A Common Planning Error
ά!ƭƭ ǘƻ {ǇƻǳǎŜέ ²ƛƭƭ

Joint Estate
$3 Million

{ǳǊǾƛǾƻǊΩǎ 9ǎǘŀǘŜ
$3 Million

Beneficiaries
$2,295,000

Estate Taxes
$705,000

Tax
$0

This hypothetical example is designed to illustrate the effect of certain planning strategies based on stated 

assumptions. The strategy described may or may not be suitable for your particular situation.

Unlimited Marital Deduction
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With Planning: Credit Shelter Trust

This hypothetical example is designed to illustrate the effect of certain planning strategies based on stated 

assumptions. The strategy described may or may not be suitable for your particular situation.

IǳǎōŀƴŘΩǎ 9ǎǘŀǘŜ
$1.5 Million

Credit Shelter Trust
$1.5 Million

Beneficiaries
$3 Million

Estate Taxes
$0

²ƛŦŜΩǎ 9ǎǘŀǘŜ
$1.5 Million

{ǳǊǾƛǾƻǊΩǎ 9ǎǘŀǘŜ
$1.5 Million

Estate Taxes
$0

When Husband Dies

Income for Lifetime
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Do You Need a Credit Shelter Trust?

ÅFree analysis can show:

ïEstate tax projection

ïHow a credit shelter can help
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Annual Exclusion Gifts

Å$13,000 per year, per individual or $26,000 per year, 
per couple*

ÅNo gift tax

ÅNo income tax for recipients 
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Why Make Annual Exclusions Gifts?

Beneficiary 
Gets 

$13,000

IRS Gets 
$5,850

Beneficiary 
Gets $7,150

$11,000 Gift Now Leave $11,000 at Death

Assumes 45% estate tax rate


