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Welcome to our estate conservation seminar on preserving wealth for 
your heirs. I’m glad that you could join us today. 

Before we get started, I’d like to introduce myself and my company.

[Note to presenter: Give a brief personal background, then talk about 
your organization and give its location. If appropriate, introduce other 
members of your organization who are in the room and discuss any 
housekeeping issues.]
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Estate Conservation
Preserving Wealth for Your Heirs
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We use seminars like this one to introduce ourselves and to develop 
strong working relationships with members of the community like you.

Our commitment extends beyond simply offering financial services. We 
are committed to helping you evaluate your financial situation and giving 
you tools to help make informed decisions and pursue your financial 
goals. 

We hope that after attending the seminar, you’ll want to meet with us in 
our office. This is a complimentary, no-obligation consultation that we 
offer to everyone who attends our seminars. During that meeting, we can 
discuss any questions you have as a result of what we discuss here. If 
you prefer, we can use that time to examine your specific situation and 
begin the process of helping you formulate a financial strategy that will 
suit your needs.

We know that we’ll establish a working relationship with you only when 
you are confident that we can be of service. We want you to understand 
your options and to know how you may benefit from working with us.

The information in this presentation is not written or intended as tax, 
legal, investment, or retirement advice or recommendations, and it may 
not be relied on for the purpose of avoiding any federal tax penalties. 
You are encouraged to seek guidance from an independent tax or legal 
professional based on your individual circumstances. 
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Our Commitment

l Provide sound financial information
l Help you identify goals

l Offer complimentary, no-obligation consultation

The information provided in this presentation is not written or intended as tax, 
legal, investment, or retirement advice or recommendations, and it may not be 
relied on for the purpose of avoiding any federal tax penalties. Individuals are 
encouraged to seek guidance from an independent tax or legal professional.
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Let’s talk about the workbook you received as you entered.

We’ve found that people are more likely to remember something they act 
on rather than something they only hear about. That’s why we designed 
this workbook so you can apply what you learn to your situation. In it 
you’ll find helpful materials that reinforce the seminar’s major points and 
will be a valuable resource for you. 

Feel free to highlight, underline, or make notes in whatever way serves 
you best. 

Inside your workbook, you’ll find an evaluation form just like this one.  

[Note to presenter: Pull out an evaluation form for your seminar 
participants to see.]

At the end of the presentation, please use this form to tell us whether 
you’re interested in taking advantage of the complimentary, no-obligation 
consultation.

We’d like to make you two promises concerning this form. First, if you 
check “Yes, I am interested in scheduling a complimentary, no-obligation 
consultation,” we’ll call you in the next couple of days and set up an 
appointment. Second, if you check “No, I am not interested in scheduling 
an appointment at this time,” we won’t call you directly after the seminar.

In exchange for these two promises to you, please promise that you will 
fill out this form. Many seminar attendees do come in for a consultation, 
so we’ve set aside time just to meet with you.

When you do come to our office, feel free to leave your checkbook at 
home. We are very interested in developing working relationships with 
you, but that decision is yours.
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Workbook and Evaluation Form
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What is estate conservation and why is it important?

Estate conservation involves the preparations necessary to accomplish 
two goals.

First is managing your assets during your lifetime. Wealth management 
is at the heart of a sound financial program.

The second goal — and the one we’d like to focus on today — is helping 
you make arrangements for the prompt and intended distribution of your 
assets upon your death.

Without careful action, the estate you’ve spent a lifetime building could 
be significantly less by the time your heirs receive it. If you’re anything 
like me, you haven’t worked hard and saved your money just to turn half 
of it over to the government.
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1. Manage assets during your lifetime
2. Distribute assets upon your death

Two Goals

What Is Estate Conservation and
Why Is It Important?
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We’ll begin our discussion with some estate lessons from the rich and famous. Any 
mistakes made by people with large estates could be significant, and this includes the 
failure to have a will and the importance of shielding an estate from excess tax liability.

Aretha Franklin, the Queen of Soul, died in 2018 at age 76, leaving behind a score of 
wonderful music but not a formal will (handwritten wills were discovered in 2019). Her 
four sons filed documents in the Oakland County, Michigan, Probate Court listing 
themselves as “interested parties” and nominated Ms. Franklin’s niece to be the 
estate’s personal representative. (The niece resigned that role in 2020 due to family 
tensions, and a Detroit lawyer was appointed interim estate manager.) Ms. Franklin’s 
estate will be distributed according to the laws of Michigan, her state of residence.1

This example illustrates the importance of having a will and an estate plan in place. 
The settling of Aretha Franklin’s estate could drag on for years at a potentially high 
financial cost. Had Ms. Franklin created a revocable trust for her estate, her personal 
finances would have remained private and her estate would have avoided probate.2

Of course, we’ve all heard about the drama associated with Michael Jackson’s 
untimely death at age 50 in 2009. The King of Pop did have an estate plan, including a 
Last Will and Testament and a revocable living trust. However, he had not transferred 
all of his assets into his trust, and ongoing litigation issues and problems between 
members of Jackson’s family and executors continued well into 2013, four years after 
his death.3 It has been reported that a large share of his estate went to taxes, business 
licenses, and the lawyers and executors of his estate.4 The IRS challenged the 
executors’ value of the estate, which has been mired in ongoing tax court proceedings. 
Meanwhile, Forbes reported that the estate has raked in more than $2 billion since 
Jackson’s death in 2009.5

One lesson from Michael Jackson’s estate is the importance of naming trustworthy 
executors or trustees, as well as having a trust that is properly funded and clearly 
written to help reduce the potential for disagreements.

Sources: 1–2) The New York Times, August 22, 2018; ABC News, March 3, 2020; 3) 
Reuters, February 18, 2011, and onwallstreet.com, October 2, 2013; 4) Associated Press, 
June 21, 2014; 5) Money, March 22, 2019
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Aretha Franklin
No formal will or estate plan.
Could take years to settle her 
estate at a high financial cost.

Michael Jackson
Unfunded revocable living trust.

Executor and litigation issues.
Dispute with IRS over valuation.

Estate Lessons from the Rich and Famous

Sources: InvestmentNews, February 20, 2014; Forbes, October 3, 2014 
Sources:  The New York Times, August 22, 2018; Reuters, February 18, 2011; Money, March 22, 2019
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In today’s seminar, we’re going to discuss some estate conservation 
principles that can help you avoid the kind of confusion and discord that 
some estates, even those of the “not so rich and famous,” may 
encounter.

First we’ll discuss the key fundamentals of estate conservation.

Next we’ll identify challenges you could face as you plan for your estate.

Then we’ll run through a few basic distribution techniques that could be 
used for managing your estate and dividing your assets among heirs.

Finally, we’ll talk about a number of trust strategies that can give you and 
your heirs additional privacy and protection and that can also be used for 
charitable giving.
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Principles of Estate Conservation

1. Fundamentals
2. Challenges

3. Basic Distribution Techniques

4. Trust Strategies
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First of all, what is an estate?

Your estate is simply all the wealth you have accumulated during your 
lifetime. This includes real estate, stocks, bonds, business interests, 
retirement plans, life insurance, personal effects, and anything else you 
own.

[Note to presenter: Allow time for participants to fill out the worksheet on 
page 5 in the workbook, or change the dialogue and ask them to 
complete the worksheet later.]

Please turn to page 5 in your workbook. The worksheet on this page will 
help you quickly evaluate the net value of your estate. Take a moment to 
fill it out. This information might be useful later in the presentation when 
you estimate potential estate taxes.
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What Is an Estate?
All the wealth you have accumulated during your lifetime

Page 5
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Effective estate conservation has several benefits for all people — not 
just those who are very wealthy.

Estate conservation enables you to select who will receive your assets.

It can help you determine the distribution of your estate, which means 
you decide if, how, and when your beneficiaries will receive their 
inheritance.

It will enable you to choose individuals who will manage your estate, 
after your passing, including an executor, a trustee, and others.

It can help reduce estate settlement costs, including probate expenses 
and taxes.

If your children are young, it enables you to choose guardians for them.

Finally, effective estate conservation can help provide liquid capital to 
cover burial, settlement, and income tax costs.
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Benefits of Estate Conservation

l Select who will receive your assets
l Determine distribution of estate
l Choose individuals to manage estate
l Help reduce settlement costs
l Choose guardians for minor children
l Provide liquid capital for burial, 

settlement, and income tax costs
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Now that we have reviewed some estate conservation fundamentals, 
let’s focus on some challenges you may encounter as you develop your 
estate conservation strategy.

Most people face four main estate conservation challenges: finding the 
right attorney, probate, taxes, and long-term care.

Let’s go through them one at a time.
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Principles of Estate Conservation

1. Fundamentals

2. Challenges
3. Basic Distribution Techniques

4. Trust Strategies
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The first challenge many people think of is finding the right attorney.

The fact is, an attorney can be an essential part of your estate 
conservation team. Finding the appropriate legal professional to handle 
your estate can make a tremendous difference for you and your family. 
Only an attorney can draw up the legal documents and agreements 
necessary for certain estate conservation strategies to work properly.

Any successful estate planning effort will be the result of several 
professionals working together. A qualified attorney is a critical member 
of this team. You also want an attorney who is willing to work with other 
professionals.

Finding the right attorney may involve a little research. You might ask for 
referrals from friends or financial professionals. You can also contact the 
local bar association and ask for names of attorneys on the probate or 
trust committees.

There are ongoing expenses associated with the creation and 
maintenance of legal documents and agreements.

[Note to presenter: You may want to mention whether you can 
recommend a qualified attorney at the complimentary consultation.]
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Finding a Qualified Attorney

l You need a qualified estate attorney
– Familiar with all aspects of estate administration
– Willing to work with other professionals

l Ask for referrals
– Friends
– Financial professionals

l Contact your local bar association
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Another estate conservation challenge is probate.

Probate is the court proceedings that conclude all the legal and financial 
matters of the deceased, and through which estate assets are 
distributed. The probate court acts as a neutral forum in which to settle 
any disputes that may arise over the estate.

This isn’t always as simple as it sounds. The probate process can be 
expensive and time-consuming, and it is completely public. Many people 
would prefer to avoid it, if possible.
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Probate

The court proceedings that 
conclude all the legal and 
financial matters of the deceased
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Unfortunately, the probate system is very complex and has some serious 
drawbacks. Here are some facts about probate to consider.

First, probate can be expensive.

Probate costs vary depending on the state in which probate is carried 
out. Though all states require the payment of court fees (which may only 
be a few hundred dollars), attorney fees could add significantly to the 
total cost. 

Second, probate can take a long time.

Probate may take a few months to a year or more. Your beneficiaries 
may have to wait until probate is concluded to receive the bulk of their 
inheritance.

Third, probate offers no privacy.

In most states, the proceedings of the probate courts are a matter of 
public record. This means your heirs will have no privacy. Unless you 
take specific steps to safeguard your privacy, almost anyone can go 
down to the probate court after your death and find out exactly how much 
you owned, as well as how much you owed and to whom. 
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Facts About Probate

l Probate can be expensive
― Costs vary depending on the state
― Attorney fees add to the cost

l Probate can take a long time
― Often takes a few months to a year or more

l Probate offers no privacy
― In most states, the proceedings of the 

probate courts are a matter of public record
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Another challenge in estate planning is taxes.

Estate taxes are levied by the federal government and some states on 
any property that passes from the dead to the living. All your assets, 
whatever the form of ownership, are subject to federal estate taxes and 
possibly to state or inheritance taxes.

Even if the estate tax doesn’t affect your estate, the step-up in basis on 
inherited assets is an important consideration that might affect your 
gifting strategies. We’ll discuss this more later.
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Estate Taxes

Estate taxes are levied by the federal 
government and some states on any property 
that passes from the dead to the living.

The step-up in basis on inherited assets is an 
important consideration that might affect 
your gifting strategies. 
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The most recent changes to federal estate tax law came from the 
American Taxpayer Relief Act of 2012 and the Tax Cuts and Jobs Act of 
2017. 

The 2012 law made permanent most of the temporary federal estate tax 
provisions that were implemented by the 2010 Tax Relief Act, including 
the $5 million federal estate tax exclusion (indexed annually for inflation), 
“portability” of the federal estate exclusion between spouses, and 
reunification of the estate and gift tax exclusions. 

However, the 2012 tax law increased the federal estate tax rate 
permanently from 35 percent to 40 percent on assets exceeding the 
applicable exclusion amount.

The Tax Cuts and Jobs Act, signed into law in December 2017, doubled 
the federal estate tax exclusion to $11.18 million in 2018 (indexed 
annually for inflation). The exclusion rose to $12.92 million in 2023, but 
after 2025 it is scheduled to revert to its pre-2018 level and be cut by 
about half.

Let me briefly explain “portability” of the estate tax exclusion between 
spouses. If an executor makes the appropriate election (and meets the 
filing deadline) on the deceased spouse’s estate tax return, the surviving 
spouse may be able to use the deceased spouse’s unused estate tax 
exclusion in addition to his or her own applicable exclusion amount. This 
could enable a married couple to exclude from federal estate taxes up to 
twice the amount of the individual applicable exclusion without the use of 
a bypass trust. However, there may be some drawbacks to this 
approach, which we’ll discuss in a few minutes.
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Recent Changes to Federal Estate Tax Law
American Taxpayer Relief Act of 2012
l Made permanent most estate tax provisions in 

the 2010 Tax Relief Act:
– Higher exclusion amount
– Portability of exclusion between spouses
– Reunification of estate and gift tax exclusion

l Doubled the federal estate tax exclusion 
amount for tax years 2018 to 2025

Tax Cuts and Jobs Act of 2017 

l Raised federal estate tax rate from 35% to 40%
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Because of the high exclusion level, very few estates will be subject to 
the federal estate tax.

Federal estate taxes are fairly straightforward, but they are somewhat 
different from income taxes.

Estate taxes are due on the total net value of an estate. This includes the 
value of everything you own, whatever the form of ownership and 
regardless of whether the assets have been through probate. Your estate 
includes the value of your home, stocks, bonds, life insurance, and 
anything else of value that you own.

This simple illustration will give you a rough idea of how federal estate 
taxes are calculated.
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Net value of estate
– Estate tax exclusion
=  Taxable value of estate
x Estate tax rate

Federal estate tax due

How Do Federal Estate Taxes Work?

This hypothetical example is used for illustrative purposes only.

PREVIEW



V23N1
FO: EC© 2023 Broadridge Financial Solutions, Inc.

The annual gift tax exclusion enables individuals to transfer up to $17,000 a 
year ($34,000 for married couples) to any number of individuals free of 
federal gift tax. Generally, amounts that exceed this annual exclusion would 
be subject to the gift tax and would be applied toward the taxpayer’s lifetime 
gift tax exclusion. Gifts don’t have to be outright gifts of cash; they could be 
income-producing assets. 

The gift tax exclusion is indexed annually for inflation. 

As a result of the Tax Cuts and Jobs Act, individuals can make lifetime gifts 
up to $12.92 million (in 2023) before the gift tax is imposed. 

The generation-skipping transfer (GST) tax is assessed when assets move 
to individuals who are more than one generation below you (for example, 
your grandchildren) or to trusts for their benefit, skipping one generation in 
an attempt to avoid double taxation. 

The GST tax is imposed in addition to (not instead of) the federal gift and 
estate tax, and it may be assessed during the donor’s lifetime or after his or 
her death. However, the GST tax exemption is the same amount as the 
federal estate and gift tax lifetime exclusion. Although there is no portability 
of the exemption from the GST upon death, married couples can combine 
each of their exclusions during their lifetimes to give away a total of $25.84 
million (in 2023) without incurring the gift tax.

Note: The availability of the estate tax exclusion depends on whether the 
decedent used it to offset gift tax liabilities on lifetime gifts. To the extent 
that it has been used to offset gift taxes, it will not be available to offset 
estate taxes.
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Annual: $17,000 per person, per year

Lifetime: $12.92 million (2023)

Annual and Lifetime Gift Tax Exclusion
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A notable exception to federal estate taxes is the unlimited marital 
deduction.

Transfers of wealth between spouses are exempt from federal estate and 
gift taxes. This means that, regardless of the size of the estate, there will 
be no federal estate taxes levied when one spouse dies and leaves his 
or her wealth to the surviving spouse. The surviving spouse must be a 
U.S. citizen to qualify for this deduction.

Of course, when the surviving spouse dies, the estate will be subject to 
estate taxes. And at that time, only one applicable exclusion can be 
used. A credit then effectively exempts a portion of the estate from 
federal estate taxes.

However, if the executor for the estate makes the appropriate “portability” 
election on the deceased spouse’s estate tax return (and meets the filing 
deadline), the surviving spouse may be able to use the deceased 
spouse’s unused applicable exclusion in addition to his or her own. 
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Unlimited Marital Deduction

Transfers of wealth 
between spouses are exempt
from federal estate and gift taxes. 
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The step-up in basis refers to the way in which some inherited assets are 
valued for tax purposes.  The federal tax code cancels the long-term capital 
gains tax on appreciated assets (such as property or shares of stock) that 
are held until death, and the step-up raises the owner’s basis to its full 
market value as of the date of death. 

Here’s an example. If you originally purchased a piece of property (not a 
primary residence) for $100,000 and 20 years later sold it for $500,000, you 
would owe capital gains tax on the $400,000 of appreciation. On the other 
hand, if you held the property until death, your basis in the property would be 
stepped up to $500,000, its full market value. If your heirs later sold the 
property for more than $500,000, they would owe capital gains taxes only on 
the appreciation since the time of your death. 

The step-up in basis rules do not apply to gifts, which are subject to the 
carryover basis. Using the previous example, if you gave the property to 
your heirs before you died, the basis of the property would be your original 
$100,000 purchase price. If your heirs sold the property for $500,000, they 
would owe capital gains taxes on $400,000 of appreciation. 

So you might consider whether to keep appreciated assets rather than gift 
them to your family outright during your lifetime. Unless your estate exceeds 
the federal estate tax applicable exclusion ($12.92 million in 2023), your 
estate would not be subject to the federal estate tax and appreciated assets 
(such as stock and property) would be stepped up to their full market value 
as of the date of your death.

Some inherited assets (such as cash, variable annuities, and tax-deferred 
retirement accounts) do not receive a step-up in basis. 
Currently, the capital gains tax rate could reach 20% for high-income 
taxpayers, plus 3.8% if they are subject to the net investment income tax on 
unearned income, which affects taxpayers with modified adjusted gross 
incomes exceeding $200,000 (single filers) or $250,000 (joint filers).

SLIDE 0180

Step-Up in Basis vs. Carryover Basis Rules

If you hold appreciated assets (such as real estate) until death, 
your basis is typically stepped up to the full market value of 
the property as of the date of your death.

The step-up in basis rules do not apply 
to gifts, which are subject to the 
carryover basis. 

Appreciated assets could be subject to 
capital gains taxes, which could be as 
high as 23.8% for high-income taxpayers. 
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[Note to presenter: The LTCI slide is optional.]

Long-term care is another estate planning challenge.

Long-term care involves the daily medical and nonmedical services 
people might need if they become physically or mentally disabled due to 
a prolonged injury, illness, or cognitive impairment.

Most people don’t think of long-term care as an estate conservation 
issue, but it could become one if your estate is depleted as the result of 
expensive long-term care costs.

Think about this question: What would happen to your estate and 
intended legacy if you or your spouse needed long-term care for an 
extended period?
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What would happen to your estate if you 
needed long-term care for an extended period?

Potential Need for Long-Term Care
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Now that we’ve looked at some of the challenges of estate conservation, 
let’s turn our attention to basic distribution techniques. 
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Principles of Estate Conservation

1. Fundamentals

2. Challenges

3. Basic Distribution Techniques

4. Trust Strategies
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One of the main reasons why most people do estate planning is to 
control the distribution of their assets.

There are four basic estate distribution methods.

The first method is intestacy. If you die without a will, or die “intestate,” 
the probate court distributes your estate according to the intestacy laws 
of your state. The court will appoint administrators for your estate and 
guardians for your minor-age children.

Wills are what most people think of when they think of estate planning. 
Indeed, wills have been used for centuries.

Holding property jointly with others can affect the distribution of assets. 
Property held in joint tenancy with rights of survivorship or tenancy by the 
entirety will pass automatically to the surviving co-owners.

Finally, using contracts, you can pass assets directly to your designated 
beneficiaries. Life insurance, annuities, pensions, and retirement plans 
are all forms of contracts.

Let’s discuss these distribution techniques in greater detail.
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Basic Distribution Techniques

l Intestacy
l Will
l Jointly held property
l Contracts
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The first estate planning method we mentioned was intestacy: do 
nothing. That means dying without a will.

There are four main problems with intestacy.

First, the courts won’t have anything to work from in determining your 
desires, so your estate will be distributed according to the intestacy laws 
of your state. As a result, the court does not take into account how you 
may have wanted your affairs to be settled.

Second, by dying intestate, you have done nothing to help reduce or 
eliminate the fees and taxes brought on by your demise. In some cases,  
your estate may be subject to federal and/or state estate taxes.

Third, your estate may go through a long, expensive probate process. In 
many cases, your heirs may have to wait for a year or more before 
receiving their inheritance.

Finally, if you haven’t named a guardian for your minor-age children or 
legal dependents, the court will determine guardianship without your 
input.
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Problems with Intestacy

1.  Distribution determined by state law
2.  Fees and taxes
3.  Probate
4.  Guardianship of minor children

determined by the court
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The second technique you can use to distribute assets from your estate 
is a will.

A will is a list of instructions that tells a judge exactly how you would like 
your estate to be distributed. If the probate court upholds your will, the 
court will use it in deciding how to distribute your property to your heirs. 
In the will, you will be able to specify exactly what you would like to give 
and to whom. You can also use a will to leave a special message to your 
family or establish a memorial to a special cause.

In your will, you can also appoint a guardian for your minor children or 
other legal dependents.

And you can elect an executor or personal representative for your estate. 
An executor is the person responsible for carrying out the directions and 
requests of your will. Generally, you want to choose someone who has 
the time and resources to see that your wishes will be carried out.
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A Will

Enables you to:
l Control distribution of estate
l Name guardian for minor children
l Elect someone to manage your estate
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To aid in your estate planning efforts, it is important to have certain legal 
documents in place. They can provide instructions for how you want financial 
and medical decisions to be made on your behalf if you become unable to 
make them yourself. 

These documents should be kept up-to-date and in a secure location that is 
known to family members and/or trusted professionals. Here are a few of the 
documents that typically are used in estate planning.

A power of attorney gives a trusted individual the power and authority to act 
on your behalf in certain legal and financial matters. Because some power-of-
attorney agreements will not be applicable to a disability or an incompetency, 
you will need additional agreements. You should consider including one or 
more of them as part of your estate conservation efforts.

A durable power of attorney for finances enables you to name a trusted 
individual to act on your behalf even in the event that you become disabled or 
incapacitated. This person would make investment and other financial 
decisions that would affect your overall estate until you recover.

A medical durable power of attorney (durable power of attorney for health 
care) outlines your preferences for forms of medical treatment and gives an 
individual the authority to make medical decisions for you if you are unable to 
make them yourself.

Another widely used strategy is the living will. It is different from a standard 
will in that it outlines which medical procedures you will allow in the event of a 
debilitating or chronic illness. Living wills are most often used to authorize 
termination of artificial life support in the event of terminal illness.

Note: Laws governing a power of attorney can vary significantly from state to 
state. It would be wise to become familiar with the laws of your particular state
concerning a power of attorney.
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Estate Documents

l Power of attorney
l Durable power of attorney
l Medical durable power of attorney
l Living will
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The third distribution technique is jointly held property.

In many people’s minds, property ownership is closely related to a will. Many 
of us have been told that there are ways to use property ownership to avoid 
probate. In some cases that may be true. But there are a number of other 
considerations you should bear in mind.

The way in which you hold title to property will affect how those assets will be 
distributed. There are three basic types of co-ownership.

Perhaps the most widely used form of ownership among individuals is joint 
tenancy. Joint tenancy can exist whether the parties involved are married or 
not. Almost every kind of property can be held in joint tenancy. There may be 
two or more co-owners, but the interest of the co-owners is not broken down 
into percentages. The main feature of joint tenancy is survivorship. This 
simply means that when any joint tenant dies, his or her interest 
automatically belongs to the surviving joint tenant or tenants.

The second type of property ownership is tenancy by the entirety. This type 
of co-ownership must be between married couples. Though similar to joint 
tenancy, tenancy by the entirety treats the estate as a unit, which means that 
neither spouse can sell assets without the other’s consent. Its main feature is 
that each spouse has a right of survivorship. Tenancy by the entirety is not 
available in all states.

The third type of property ownership is tenancy in common. Two or more 
people — up to any number — may own property as tenants in common. 
Each tenant owns an undivided interest. This means that each owns a 
specified percentage of the whole, often based on his or her contribution to 
the purchase of the property.
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Jointly Held Property

l Joint tenancy
l Tenancy by the entirety
l Tenancy in common
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Because of the survivorship feature associated with joint tenancy, there 
are dangers in holding property in joint tenancy with other individuals. 
Occasionally, there are instances in which one spouse has died and the 
surviving spouse takes title to the residence or other pieces of real 
estate, with their children as joint tenants.

Remember, if you change the title of your property by adding another co-
owner or co-owners, it creates a present gift. From that gift, there could 
be potential tax liabilities.

And when you add other co-owners, you now expose that property to the 
claims of the co-owner’s creditors, which could result in the potential loss 
of those jointly held assets. You could also lose tax benefits from rental 
properties or other assets that generate tax losses, because a portion of 
those benefits will be passed along to the other joint tenants.

This form of property ownership can be especially important in second 
marriages or in families with more than one set of children.

Carefully consider the effects of acquiring new assets in joint tenancy if 
you intend for your children to have them after your death. For example, 
if newly acquired assets are in the names of both you and your spouse, 
they will go to the survivor, namely your spouse, not to your children.
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What about states with community property laws?

Currently, nine states have community property laws: Arizona, California, 
Idaho, Louisiana, New Mexico, Nevada, Texas, Washington, and 
Wisconsin. (Alaska adopted a community property system in 1998, but it 
is optional.)

Under community property statutes, all property earned or acquired by 
either spouse during their marriage is owned in equal shares by each 
spouse. The essential principle is that any earnings and property 
acquired belong not to the producer but to the community of the married 
couple.

For estate conservation purposes, there are no restrictions on how each 
spouse can give away his or her half of the community property. There is 
no law requiring one person to leave his or her half to the surviving 
spouse, although, of course, many do.

[Note to presenter: If you are presenting to an audience in a state with 
community property laws, you can elaborate on the impact of community 
property laws on intestacy.] 
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You can also use contracts to pass along specific assets at your death. 
The proceeds from the cash value of life insurance, annuity contracts, 
pensions, and retirement plans will pass directly to the beneficiaries you 
have designated on the account beneficiary forms and are not governed 
by provisions in your will. 

That’s why it is critical to keep your account beneficiary forms up-to-date. 
If there have been changes in your family, such as the birth of children, a 
death, or a divorce, you should revisit your beneficiary designations to 
determine whether any changes are needed. 

Failing to designate a beneficiary on your retirement plans and other 
contracts means that your estate could inherit the money, which may 
result in those assets being distributed to unintended beneficiaries. And if 
you do not clearly specify your wishes or if no beneficiary is named, your 
assets could be distributed according to state law and/or the default 
method defined in your account or policy documents.  

Another consideration is that if you plan to leave IRA or work-based 
retirement plan assets to your children or grandchildren, be aware that 
they must generally liquidate inherited retirement accounts within 10 
years. Spousal beneficiaries have additional distribution options, 
including taking required minimum distributions over their life 
expectancies.
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Most contracts and retirement plans allow you to designate primary and 
contingent beneficiaries. And typically you can change beneficiaries at any 
time. If your primary beneficiary passes away before you do, your 
accounts will be distributed to the contingent beneficiary. 

This seems fairly straightforward, but what happens in the event that you 
designate your adult children as beneficiaries and one of them 
predeceases you? Would that child’s share go to his or her children or 
instead to the other beneficiaries you designated? It would depend on the 
language of your will or beneficiary form. In this event, it may be helpful to 
understand two common Latin terms. 

Per stirpes (also called “by representation”) literally means by the roots, 
but it might be clearer to imagine the branches of the family tree. If one of 
your beneficiaries predeceases you, his or her share would be divided 
proportionately among his or her heirs upon your death.

Per capita literally means by the head, indicating equal shares for each 
member of a group. If one of your beneficiaries predeceases you, the 
division of assets would depend on how you defined the group of heirs. 
For example, if you designated that your assets go to your children per 
capita and one of your children predeceases you, the assets would be 
divided among your surviving children, and any children of the deceased 
child would receive nothing. On the other hand, if assets are designated to 
go to your children as heirs (or issue) per capita, the assets would be 
divided equally among your surviving children and the children of a 
deceased child upon your death.
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We’ve covered some estate conservation fundamentals, challenges, and 
basic distribution methods. 

Now let’s look at how trust strategies can add an extra layer of control 
and protection. 

Trusts can be a bit complicated, so we’re going to break down this 
discussion into three parts. 

First, we will go over some trust fundamentals. Then we’ll take a look at 
some advanced trust strategies, including charitable trusts. Finally, we’ll 
examine some other considerations you should bear in mind.
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To start off, let’s answer this question: What is a trust?

The classic definition states that a trust is a legal arrangement under 
which one person or institution controls property given by another person 
for the benefit of a third party.

Most people think that trusts are only for the rich, but that’s not 
necessarily so. If properly structured, certain types of trusts can be used 
to help shield assets from estate tax liability. Some trusts can completely 
avoid probate. Because trusts offer some unique advantages over other 
estate planning methods, they may be the answer to many of your estate 
conservation needs.

The use of trusts involves a complex web of tax rules and regulations 
and usually involves up-front costs and ongoing administrative fees. You 
should consider the counsel of an experienced estate planning 
professional before implementing a trust strategy.
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Several parties can be involved in a trust.

The person giving the property is referred to as the grantor (or trustor), 
the person controlling the property is referred to as the trustee, and the 
person for whom the trust operates is referred to as the beneficiary.

It’s important to point out that you generally are allowed to be the grantor, 
the trustee, and the beneficiary of a trust simultaneously.

Upon your death, any debts will be paid and your possessions will be 
distributed to your heirs according to written instructions in your trust. 
You can maintain complete control over the distribution of your assets.
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There are two main types of trusts.

A testamentary trust takes effect upon your death, at which point it 
becomes irrevocable. It is created by your last will and testament.

A living trust (also called an “inter-vivos” trust) is created and funded 
while you are still alive. Utilizing this type of trust, you can name yourself 
as trustee. Living trusts can be either revocable or irrevocable.

Both types of trusts are dissolved when all the assets within the trust 
have been distributed to the beneficiaries according to the terms of the 
trust. 

Let’s discuss them in more detail.
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A testamentary trust enables you to control the distribution of your estate. 
This includes naming the trustee to manage assets left to minor children until 
they reach whatever age you feel is appropriate.

Testamentary trusts are usually established by a will and take effect upon the 
death of the grantor. Thus, when you use a testamentary trust, the assets in 
your estate will still go through probate — with all the costs and delays the 
probate process can bring.

Although testamentary trusts do not result in any immediate estate or income 
tax savings upon the death of the grantor, they can be very useful in helping 
reduce estate taxes as the property passes to successive beneficiaries.

A living trust also enables you to control the transfer of assets to your 
beneficiaries. But unlike a testamentary trust, a properly structured living trust 
completely avoids probate and helps preserves privacy. 

When you set up a living trust, you transfer the title of all the assets you wish to 
place in the trust from you as an individual to the trust. Technically, you no 
longer own any of the transferred assets — everything now belongs to the trust 
— so there is no longer anything to probate when you die. Your estate will still 
have to pay final income taxes, but your living trust can help reduce estate 
taxes.

If you name yourself as the trustee of a living trust, you maintain full control 
over the assets. You can buy or sell as you see fit. You can even give assets 
away. 
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Although testamentary trusts do not become irrevocable until you die, 
living trusts can be either revocable or irrevocable.

A revocable trust can be dissolved or amended at any time while the 
grantor is alive. As a result, it generally does not have any direct tax 
benefits associated with it. The grantor can sell the assets, change 
beneficiaries, and even change the terms and conditions of the trust. 
Revocable trusts are used primarily for property management, avoidance 
of conservatorship, and avoidance of probate. Most types of assets can 
be held in a revocable trust, including real estate, investment accounts 
[not including tax-qualified accounts such as 401(k)s or IRAs], and 
valuable personal property such as jewelry, art, and antiques. 

An irrevocable trust, on the other hand, cannot be modified or revoked. 
Irrevocable trusts provide the benefits of revocable trusts along with the 
potential for estate tax savings. Once property is placed in an irrevocable 
trust, future appreciation of that property will not be included in your 
estate, unless you retain certain interests in the trust. Although the gift 
may be subject to the gift tax, the annual exclusion may shelter part or all 
of the transfer.
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A special needs (supplemental) trust may be established as a 
standalone trust or incorporated into a revocable living trust. It is also 
important to reference the trust in your will. A properly executed trust can 
help provide for an individual’s lifetime care and other financial needs 
while maintaining eligibility for government programs such as Medicaid, 
Medicare, and Social Security Disability Insurance. When someone with 
special needs receives a life insurance payout or inheritance directly, he 
or she could be disqualified from government assistance programs. A 
special needs trust avoids such an outcome.

Some people prefer to leave an inheritance that enhances family 
members’ quality of life without enabling beneficiaries to become 
unproductive or financially irresponsible adults. Provisions in an 
incentive trust outline requirements or milestones that must be met 
before a portion of the trust money is awarded. Provisions may be 
drafted to promote education, entrepreneurship, public service, or 
philanthropy; to supplement earned income; and even to discourage 
certain harmful behaviors.

The use of trusts involves a complex web of tax rules and regulations 
and usually involves up-front costs and ongoing administrative fees. You 
should consider the counsel of an experienced estate planning 
professional and your legal and tax professionals before implementing a 
trust strategy.
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Several advanced trust strategies can be used to help ensure that your 
estate is not unduly taxed. 

One of the most widely used is the A-B (marital and bypass) trust. A 
revocable living trust with an A-B provision enables both spouses to take 
advantage of the federal estate tax exclusion, allowing them to leave up 
to twice the applicable individual exclusion amount free of federal estate 
taxes. Although some people might think an A-B trust strategy is no 
longer needed because married couples can take advantage of the 
portability of the estate tax exclusion between spouses, we will discuss 
why this may not always be the case.

An irrevocable life insurance trust enables you to use life insurance to 
help provide funds for your heirs to pay taxes or other obligations on your 
estate that cannot be avoided.

And a charitable trust provides a way for you to benefit the charitable 
group(s) of your choice while reducing the size of your estate, which can 
give your heirs a tax break. Remember that the charitable organizations 
must be approved by the IRS, which means they must have tax-exempt 
status under the Internal Revenue Code.

Let’s take a closer look at each of these strategies.
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The purpose of a marital and bypass trust combination (A-B trust) is to 
enable both spouses to use the estate tax applicable exclusion upon their 
deaths, which shelters more assets from federal estate taxes.

Before the estate tax exclusion was made portable in 2011, some estate 
planning — typically the creation of a marital and bypass trust combination 
— was necessary to ensure that both spouses could take full advantage of 
their combined estate tax exclusions. Now that portability of the federal 
estate tax exclusion between spouses is permanent, it’s possible for the 
executor of a deceased spouse’s estate to transfer any unused exclusion to 
the surviving spouse without creating a trust.

Even so, many states and the District of Columbia have their own estate 
taxes or inheritance taxes (Maryland has both), most have exemptions that 
are lower than the federal estate tax exclusion, and only a few have 
portability provisions.1 By funding a bypass trust up to the state exemption 
amount, you could shelter the first spouse’s exemption amount from the state 
estate tax.

Thus, a marital and bypass trust combination may still be useful, not only to 
preserve a couple’s state estate tax exemptions but also to shelter 
appreciation of assets placed in the trust, protect the assets from creditors, 
and benefit children from a previous marriage. However, when a married 
couple has combined estate assets of $25.84 million or less (in 2023), in 
many cases they might be better off just leaving everything outright to each 
other.

Source: 1) Tax Foundation, June 21, 2022
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Many families use life insurance proceeds to help cover estate taxes, probate fees, 
and administrative costs. Life insurance policies can offer liquidity, income-tax-free 
death benefits, flexibility, and tax-deferred cash value growth. But if you own the 
policy or it is payable to your estate, the proceeds of your policy will be subject to 
estate taxes.

Using an irrevocable life insurance trust (ILIT) helps eliminate estate taxes, keeps 
policy proceeds out of the estate, and provides ready cash to help pay the costs of 
estate administration and estate taxes on estate assets that exceed the applicable 
exclusion amount.

To use this strategy, you should consult with your legal counsel. Your attorney 
drafts the trust document, which you then sign. You fund the ILIT and the trustee 
uses the money to purchase a life insurance policy that is owned and controlled by 
the ILIT. Usually, you would gift additional money to the trust each year, and the 
trustee would use the money to pay premiums on the policy. The policy can insure 
one life or two lives (typically you and your spouse) with second-to-die life 
insurance. Following the death of the insured or insureds, the life insurance 
proceeds are paid to the trust, and the trustee distributes the proceeds according to 
the terms of the trust. The proceeds can be used to help pay taxes and other 
expenses and to provide for your beneficiaries. And, more important, the proceeds 
of the policy will not be taxed in the estate. 

Keep in mind that once the ILIT is created, you cannot change the terms or the 
beneficiaries of the trust and you must give up control of the insurance policy. 
People insured under policies owned by the trust cannot serve as a trustee. All life 
insurance premiums must be paid by the trust.

The cost and availability of life insurance depend on factors such as age, health, 
and the type and amount of insurance purchased. As with most financial decisions, 
there are expenses associated with the purchase of life insurance. Policies 
commonly have mortality and expense charges. In addition, if a policy is 
surrendered prematurely, there may be surrender charges and income tax 
implications. Before implementing a strategy involving life insurance, it would be 
prudent to make sure that you are insurable.
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There are a number of tax advantages associated with charitable giving 
that could benefit you during your lifetime, and may benefit your estate 
and heirs.

If your goal is to enhance a gift to a charitable organization, you might set 
up a charitable trust. Here are some of the available options. 

[Note to presenter: Read the types of charitable trusts on slide.]

Of course, the type of trust that might be appropriate for you depends on 
what you hope to accomplish.
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A charitable remainder trust is a popular gifting strategy. It offers a way for 
you to donate property and still retain an income interest in your donation.

Here’s how it works.

An individual (the donor or grantor) makes a gift to a charitable organization 
using a charitable remainder trust. For a specific number of years or the 
duration of the donor’s lifetime (or the joint lives of the donor and his or her 
spouse or selected beneficiary), the donor receives regular payments from 
the trust. This annual income is generally taxable. The donor may qualify for 
an income tax deduction on the estimated present value of the remainder 
interest that will eventually go to charity for the tax year in which the trust 
was created. After the donor’s death (or the death of the surviving spouse or 
selected beneficiary), the assets in the trust go to the charitable 
organization.

Of course, once assets are gifted to the trust, it’s possible for the trustee of 
the trust to sell highly appreciated or income-producing assets, incur no 
current capital gains tax, and reinvest the proceeds. This can potentially 
generate more income for the donor (or selected beneficiary) during his or 
her lifetime and may result in more appreciation of the assets than would 
have been possible if the donor had sold the assets and reinvested the 
after-tax proceeds without using the trust.

There are two types of charitable remainder trusts: an annuity trust and a 
unitrust. Both make regular annual payments to the donor, but the income 
they provide can be fixed (with a charitable remainder annuity trust) or 
variable (with a charitable remainder unitrust).

Be mindful that the use of trusts involves a complex web of tax rules and 
regulations. You should consider the counsel of an experienced estate 
planning professional before implementing any trust strategies.
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If you are considering a donation using a charitable remainder trust, 
there are some factors to bear in mind. 

Charitable remainder trusts can provide a regular income for a set term, 
throughout your lifetime, or for the lives of both you and your spouse (or 
selected beneficiary), depending on how the trust is structured. This 
income can be fixed with a charitable remainder annuity trust or variable 
with a charitable remainder unitrust. This income may be subject to 
income tax.

If you donate assets that have appreciated in value, there are no current 
capital gains taxes. This preserves the full value of your gift to work for 
you generating income, and for the charitable organization as its 
eventual owner.

Your contributions to a charitable remainder trust are partially tax 
deductible and may help reduce future estate taxes by lowering the value 
of your overall estate.

Finally, consider that the decision to make a donation to a charitable 
remainder trust is irrevocable. Once you’ve made your donation, you 
cannot change your mind.

SLIDE 0420

Charitable Remainder Trust Considerations

l Can provide income for a set term or for life
l Receive fixed or variable annual income
l No current capital gains taxes on highly 

appreciated assets
l Contributions to trust are partially tax deductible 

(subject to certain limits)
l May help reduce future estate taxes
l Irrevocable donation

PREVIEW



V23N1
FO: EC© 2023 Broadridge Financial Solutions, Inc.

A charitable lead trust is an alternative gifting strategy in which you can 
donate the income from a gift while retaining ownership of the property. 

This can be a valuable tool for individuals who won’t need income from a 
particular asset during their lifetimes but want to leave the assets to their 
heirs.

Here’s how it can work. Money or income-producing assets are placed in a 
charitable lead trust for a set number of years or for the life of the donor. 
The income generated from the assets is donated to the charitable 
organization for the duration of the trust.

Upon termination of the trust (typically when the donor dies), the remaining 
assets are paid to the donor or to the donor’s chosen beneficiaries. This 
can help reduce, or in some cases even eliminate, gift and estate taxes on 
appreciated assets that eventually go to the donor’s heirs.
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If you want to make a charitable donation during your lifetime but still 
want to leave the asset(s) to your heirs upon your death, a charitable 
lead trust may be a good strategy. However, there are a few 
considerations to keep in mind. 

When you use a charitable lead trust, the assets eventually return to you 
or are passed to your beneficiaries, and the trust helps reduce or 
eliminate any gift or estate taxes that would be due upon your death. On 
large estates, this can be a tremendous advantage.

Charitable lead trusts provide a current gift to a charity, which can be 
fixed with a charitable lead annuity trust or variable with a charitable lead 
unitrust.

The primary disadvantage of this strategy is that, as donor, you lose your 
present interest in the property during the life of the trust. In addition, 
unlike charitable remainder trusts, charitable lead trusts are not tax 
exempt. And in order to obtain an up-front charitable deduction for 
income tax purposes, a charitable lead trust must be structured so that 
the donor (grantor) is taxed on the trust income.

And finally, the decision to make a donation to a charitable lead trust is 
irrevocable. As is the case with many of the other strategies we’ve 
discussed today, once you’ve made your donation, you cannot change 
your mind.
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A wealth replacement trust is designed to replace the assets that a 
donor’s heirs would have received if a gift had not been made to charity. 
It is used most often by people who are donating appreciated assets to 
charitable organizations using a charitable remainder trust or a pooled 
income fund.

As the flowchart shows, a donor who uses this strategy sets up a 
charitable remainder trust, which pays income on a regular basis. The 
donor also creates an irrevocable wealth replacement trust, which 
purchases a life insurance policy with the trust named as beneficiary of 
the death benefit (which generally has a face value equal to the value of 
the property given to charity). The donor’s heirs are named as 
beneficiaries of the wealth replacement trust.

Potentially, the income generated from the charitable remainder trust can 
be used to pay the premiums on the life insurance policy in the wealth 
replacement trust. 

When the donor passes away, the life insurance death benefit paid to the 
wealth replacement trust is then distributed to the trust beneficiaries free 
of estate taxes. At the same time, the charitable organization receives 
the property originally donated to the charitable remainder trust. 

Keep in mind that the cost and availability of life insurance depend on 
factors such as age, health, and the type and amount of insurance 
purchased. Before implementing this strategy and completing the gift, it 
would be prudent to make sure you are insurable.
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When structured properly and used in conjunction with a charitable 
remainder trust, a wealth replacement trust can make it possible to 
accomplish many goals.

You can donate appreciated assets to charity, avoid capital gains taxes 
on these appreciated assets, and receive income from the assets during 
your lifetime. In addition, you can provide your beneficiaries with a life 
insurance death benefit, which replaces the value of assets given to 
charity, and the funds in the wealth replacement trust avoid estate taxes.

Thus, the charitable organization benefits, you benefit, and your heirs 
benefit.
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Why consider one charitable trust over another?

If your goal is to remove assets from your estate in order to help reduce 
your future estate tax liability, you might choose a charitable remainder 
trust. As just mentioned, the income can be fixed with a charitable 
remainder annuity trust (based on the original value of the donated 
asset) or variable with a charitable remainder unitrust. With the latter, 
there is the potential for the income to increase and help reduce the 
effects of inflation.

If you do not foresee the need for income from the donated assets and 
don’t want to give up ownership of the assets, you might consider a 
charitable lead trust.

If you do want or need to receive income payments and want to leave a 
legacy to your beneficiaries that is potentially free of estate taxes, you 
might consider a wealth replacement trust in conjunction with a 
charitable remainder trust. 
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Just as you need to review your retirement plan periodically, you also 
need to revisit your estate plan. An annual review might be a good 
approach. 

As we discussed earlier, tax laws often change. 

Also be mindful that the composition of your holdings and the value of 
your assets may change. Although you might not think the size of your 
estate is large enough today to worry about estate planning, especially 
considering that the federal estate tax exclusion amount is $12.92 million 
(in 2023), there’s a strong possibility that the value of your assets will 
increase over time. 

Your family situation could change. Consider what might happen in the 
future: the birth of children or grandchildren, marriage, even a divorce. It 
is important to keep your will, your trusts, and your beneficiary 
designations current so your assets will go to the people you want to 
have them.

Keep in mind that estate tax rules and regulations can be very complex. 
Estate planning is too important to attempt it yourself without professional 
assistance, and a small mistake could tie up your estate for years.
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Today we’ve covered some key estate conservation principles. 

I’m confident that the information we’ve shared will help you feel more 
confident when planning for the timely distribution of your estate. 
Understanding your options is one of the most important parts of your 
estate conservation preparations. 

How can you put all this knowledge to work? There are several ways to 
proceed.

You can do it yourself, which could be a tremendous amount of work, or 
work with others. 

You could work with us. I hope you feel comfortable with what you’ve 
learned about our professional knowledge and the approach we take 
with our clients.

Finally, you can procrastinate. Given the long-term ramifications of the 
decisions you must make, procrastination is not a prudent move.

Of course, I hope you’ll decide to work with us, and I hope you’ll come to 
the complimentary, no-obligation consultation. I don’t expect you to make 
any decisions now, nor do I expect you to decide when you come to the 
office. I want you to decide only when you’re ready. As you get to know 
us better, I feel confident that you’ll want to work with us. But again, the 
choice is totally up to you.
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Putting Your Knowledge to Work

l Do it yourself
l Work with us
l Procrastinate
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Would everyone please pull out the evaluation form I talked about at the 
beginning of the presentation?

I would like each of you to fill out the form and turn it in. The evaluation 
form offers a way for you to comment on the seminar. It also lets me 
know whether you’d like to schedule a personal meeting to discuss any 
of the ideas you’ve learned here. Because many of the people who 
attend our seminars come in for a complimentary, no-obligation 
consultation, I’ve blocked out several days over the next couple of weeks 
to meet with you and address your specific concerns.

[Note to presenter: Have extra evaluation forms available if some 
participants no longer have them, and allow time for all participants to fill 
out the forms before they leave.]

Remember my two promises: If you check “Yes, I would like to schedule 
a complimentary, no-obligation consultation,” we’ll call you in the next 
couple of days to set up an appointment. If you check “No, I am not 
interested in scheduling an appointment at this time,” we won’t call you 
directly after today. 

I’d like to collect the evaluation forms before you leave.

[Note to presenter: Mention any important financial forms or documents 
you would like participants to bring to the consultation. There are spaces 
where they can write them down on the back cover of the workbook.]
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Evaluation Form and Complimentary, 
No-Obligation Consultation
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Thank you for coming to our estate conservation seminar. I commend 
you for the initiative you’ve shown in wanting to improve your financial 
future and preserve wealth for your heirs.

I look forward to seeing you again in the near future.

[Note to presenter: As people leave, shake hands with them and collect 
their evaluation forms.]

.
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