
Index

Adjusted gross estate, 33
Adult children. See also Minors

life insurance for, 156
wills for, 120

Advanced medical directives, 110–111
Advisors. See also Attorneys, working with

selecting, 255–257
state-by-state listing of, 259–276

Affidavit of trust, 141
Alternative minimum tax, 57
Annual gifts:

rules for, 173–174
tax exclusion for, 174

Annual renewable term insurance, 150
Annuities:

disadvantages of, 57–59
private, 195
transferring, into living trusts, 145

Applicable exclusion amounts, 16, 32, 41,
121, 122, 175, 176

Ascertainable standards, 124
Asset protection. See also Fraudulent

transfers, Property
corporations for, 244–247
divorce and, 238–239
domestic trusts for, 250–252
family limited partnerships for, 246
foreign trusts for, 247–250
fraudulent transfers and, 236
insurance for, 236–247
life insurance and, 241–242
limited liability companies for, 245–246

for married couples, 237–239
retirement plans and, 240–241
trusts for, 242–245

Attorneys, working with, 116–118. See also
Advisors

Bank accounts, transferring, into living
trusts, 143–144

Bank safe deposit boxes, 109
Beneficiary designations, 89
Boats, transferring, into living trusts, 144
Bonds:

tax-free, 57
transferring, into living trusts, 144

Brokerage accounts, transferring, into living
trusts, 143–144

Business liability insurance, 237
Business owners. See also Farm owners;

Property transfers
importance of advance planning and,

223–225
preparing for sale of business and,

229–231
special estate tax benefits for, 225–227
succession or sale of business and,

227–228
succession planning and, 228–230
valuation of businesses and, 227–228

Buy-sell agreements:
funding, 232–233
structuring, 229–231
types of, 231–232
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Carryover basis rules, 18–20
Cash:

outright gifts of, 177–179
outright gifts of, to charities, 198

Cash value life insurance, 59–60, 150–151
for dynasty trusts, 166

Charitable contributions, 40, 118
Charitable lead trusts, 206–207
Charitable remainder annuity trusts

(CRATs), 201–203
Charitable remainder unitrusts (CRUTs),

203–204
Charitable trusts, for retirement planning,

204–207
Charities, 43. See also Gifts

foundation gifts to, 199–200
outright gifts to, 198–200
testamentary gifts to, 200

Children. See Adult children; Minors
Codicils, 120
Community foundations, gifts to, 199–200
Community property, 87–88, 238–239
Contingent beneficiaries, 55
Contingent reversionary interest, 190
Corporate directors, liability of, 247
Corporations, for asset protection, 

244–247
Credit shelter trusts, 122–126
Cross-purchase agreements, 231
Crummey notices, 161, 164
Custodial accounts, 179–181. See also

2503(b) trusts; 2503(c) trusts

Death benefits, defined, 38
Death taxes, 13–15. See also Estate 

planning
Debts, payment of, in wills, 97–98
Directors, liability of, 247
Direct skips, 190
Disability buyout insurance, 232
Disability insurance, transferring, into 

living trusts, 144
Disclaimer credit shelter trust wills, 1

27
Disclaimers, 126–127
Discounts, for family limited 

partnerships:
calculating, 217–218
maximizing, 218–219
types of, 217

Disinheritances, 117
Diversification, 60–63
Divorce, asset protection and, 238–239
Domestic asset protection trusts (DAPTs),

250–252
Due-on-sale clauses, 143
Durable power of attorney for health care,

110–111
Dynasty trusts. See also Nontrust dynasty

planning
benefits of, 169
cash values and, 168
determining amounts for, 165–166
joint, 168
types of insurance for, 166–167

Economic Growth and Tax Relief
Reconciliation Act of 2001. See Tax
Relief Act–2001

Education funding incentives, 7–12
above-the-line deductions for, 12–13
student loan interest deductions and, 12

Education IRAs, 7–8. See also Section 529
plans; Individual retirement accounts
(IRAs)

Employee Retirement Income Security Act
(ERISA), 240–241

Employee stock ownership plans (ESOPs),
233–234

Employer provided retirement plans, 3–6
profit sharing and stock option deduction

limitations and, 4–5
Roth IRAs and, 3–4
Traditional IRAs and, 3–4

Entity purchase agreements, 231
Equitable principles, 238–239
Equities. See also Index mutual funds

diversification of, 60–62
transferring, into living trusts, 144

Errors and omissions (E and O) insurance,
237

Estate inventory, 32
Estate net worth, 34–38

worksheet for, 39
Estate planning, 13–20. See also Death taxes

benefits of, 23–24
defined, 21
goals for, 22–23, 90–91
meeting preparation for, 116–118
myths of, 26
with parents, 253–254
poor planning for, 25–26
strategies for, 42–43
successful guidelines for, 27–30

Estate plans, reviewing, 118–120
Estates:

determining net worth of, 31–32
growth with safety net strategy for, 

46–50
withdrawal rates and, 50–51

Estate taxes:
case study of, 34–38
installment payment of, and family-owned

businesses, 225
process for calculating, 32–34
worksheet for calculating, 38–42

Estate transfers, 1
Exchange traded funds (ETFs), 62
Executors, 117

defined, 32
naming, in wills, 102–103

Experts. See Advisors

The Family Council, 254
Family limited partnerships (FLPs), 43, 210

advantages of, 212–214
for asset protection, 247–248
disadvantages of, 214–216
discount planning for, 217–219
general and limited partners’ rights in,

219–220
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limited liability companies (LLCs) and,
221–222

minors’ interest in, 220
multiple, for maximizing benefits,

220–221
qualification tests for, 216
structure of, 211–212

Family-owned businesses, advance planning
and, 223–225. See also Business owners

Farm owners. See also Business owners;
Property transfers

importance of advance planning and,
224–225

special estate tax benefits for, 225–226
special-use valuation and, 226
valuation of farms and, 227

401(k) plans, 3, 52
elect to Roth status feature of, 4
low-income taxpayers and, 4

403(b) plans, 3
elect to Roth status feature of, 4
low-income taxpayers and, 4

457 plans, 3
low-income taxpayers and, 4

Fee simple ownership, 83–84
Financial planners. See Advisors
Five and five power, 124–125
529 plans. See Section 529 plans
Foreign asset protection trusts, 247–250
Form 709, 174, 176
Foundations, gifts to, 199–200
Fraudulent Conveyance, Law of, 236,

250–251
Fraudulent transfers, 236–239. See also

Asset protection
insurance, 236–239
state exemptions, 239

Funeral expenses, payment of, in wills,
97–98

Funeral instructions, in letters of
instruction, 114–115

General and durable power of attorney, 110
General bequests, 117
General power of appointment trusts,

128–129
General power of attorney, 110
Generation-skipping transfers (GSTs), 1,

190–192
direct skip category of, 190–191
taxable distribution category of, 191
taxable termination category of, 191

Gifting, 43
rules for annual, 173–174

Gifts. See also Charities
annual tax exclusion for, 174
with charitable trusts (See Charitable

trusts)
filing federal tax returns for, 176–177
to minors, 179–182
outright, 177–178
outright, to charities, 198–200
present interest vs. future interest, 174
to private foundations, 199–200
to public foundations, 199–200

rules for, 173–174
split, 174
taxes on, 174
tax-free, 182–183
transfers of, 1
unintended, 174–176

Grantor charitable lead trusts, 207
Grantor retained annuity trusts (GRATs),

183–186
Grantor retained unitrusts (GRUTs),

185–186
Growth Strategy with a Safety Net®, 45

goals of, 46
preparing for, 46–50
withdrawal rates and, 50–51

Guardians, appointing, in wills, 107–108, 
118

Health care powers, 110–111
Health care proxies, 110–111
Heirs, 81, 82
Holographic wills, 94
Homemade wills, 94
HOPE Scholarship Credit, 8

coordinating Section 529 plans with, 
11

Hybrid agreements, 231–232

Income eligibility rules:
for Roth IRAs, 2–3
for Traditional IRAs, 2–3

Income sprinkling provision, 126
Indemnity model, 171
Index mutual funds, 62. See also Equities
Individual retirement accounts (IRAs). See

also Education IRAs; Retirement plans;
Roth IRAs; Traditional IRAs

roll overs and, 240–241
transferring, into living trusts, 144–145

Inflation:
estimating rate of, 68
multiplier for, 68–69

Installment sales, to family members, 
193

Insurance. See Disability insurance; Life
Insurance; Long term care (LTC)
insurance; Term life insurance

Insurance Clearing House, 156
Insurance companies, selecting, 157–158
Insurance Information Inc., 156
Interest rates, setting, for family members,

194–195
In terrorem clause, 100–101, 117
Inter vivos trusts, 88–89, 134
Intestate, 79
Investment environments, 51
Investment estates, 65
Investment programs:

diversification and, 60–62
personal accounts, 56–57
tax-deferred, 57–59

Investments, calculating future income of,
72–74

Irrevocable grantor trusts, for asset
protection, 243
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Irrevocable life insurance trusts, 160–162.
See also Dynasty trusts

for asset protection, 242–243
disadvantages of, 162–165
for leveraging estates, 165–167

Irrevocable trusts, 88–89
IRS Form 709, 174, 176

Jointly held property:
asset protection and, 240
transferring, into living trusts, 145

Joint tenants with right of survivorship
(JTWRS), 84–86

Joint wills, 94

Keogh plans, 53

Lawsuits, 235–236
Lawyers, working with, 116–118. See also

Advisors
Letters of instruction, 111–115
Level term insurance, 150
Liability insurance, 237
Life estates, 88
Life insurance, 59–60, 149–151. See also

Term life insurance
for adult children, 156
asset protection and, 241–242
cautions for, 157–158
determining need for, 153–155
for estate liquidity, 158–160
finding best deal on, 156–157
finding best type of, 155–156
for funding buy-sell agreements, 232–233
for homemaker spouses, 156
for minors, 142–153
for replacing income, 152–153
transferring, into living trusts, 144

Lifetime learning credits, 8
coordinating Section 529 plans with, 11

Limited liability companies (LLCs), 221–222.
See also Family limited partnerships
(FLPs)

for asset protection, 247
Limited power of appointment clauses, 168
Limited power of attorney, 110
Living trusts, 133, 135

advantages of, 135–137
choosing trustees for, 138–139
disadvantages of, 137–138
funded vs. unfunded, 139
incompetence provision for, 140
making one or two, 139–140
myths about, 146–147
revocable vs. irrevocable, 139
setting up, 138
transacting business with, 147–148
transferring property into, 140–143
types of property transferred into,

143–145
wills and, 140

Living wills, 110–111
Loans:

to family members, 192–194, 195–196
setting interest rates for, 194–195

Long term care (LTC) insurance:
estate planning benefits of, 171–172
guidelines for, 169–171

Malpractice insurance, 237
Marginal tax rates, 1, 6–7
Marital trusts, 127–132

general power of appointment, 128–129
qualified domestic, 132
qualified terminal interest property

(QTIP), 129–132
Market value, 38
Minors. See also Adult children

gifts to, 179–182
life insurance for, 152–153
trusts for, 101–102

Money market accounts, transferring, into
living trusts, 143–144

Mortality charges, 59–60
Motorcycles, transferring, into living trusts,

144
Mutual funds, index, 62. See also Equities

Net worth. See Estate net worth
Nominee partnerships, 141
Nontrust dynasty planning, 168. See also

Dynasty trusts
Nuncupative wills, 94

Opening declaration section, of wills, 
97

Oral wills, 94
Outright gifts, 177–179

of appreciated property, 177
of appreciating property, 177
of cash, 177
to charities, 198–200
of Roth IRAs, 178
tax deduction limitations on, 200

Parents, estate planning with, 253–254
Payment on death (POD) accounts, 89
Perpetuities clause, in wills, 108
Personal investment accounts, 56–57
Personal items section, in wills, 98
Personal liability insurance, 236–237
Personal liability umbrella policies, 237
Personal messages, in letters of instruction,

114
Personal property, 117
Pooled income funds, 205–206
Pour-over will, 145
Power of attorney, 110
Private annuities, 195
Private foundations:

for charitable giving, 207–210
gifts to, 199–200

Probate, 80–83
Profit sharing plans, deduction limitations,

4–6
Property. See also Asset protection

outright gifts of, 177
outright gifts of, to charities, 198–200

Property having no title, transferring, into
living trusts, 145
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Property transfers:
by beneficiary designations, 89
buy-sell agreements for, 230–233
choosing best method of, 89–90
by community property, 87–88
direct, by title, 83–88
employee stock ownership plans for,

233–234
by fee simple ownership, 83–84
by irrevocable trusts, 88–89
by joint tenants with right of survivorship,

84–86
by life estates, 88
into living trusts, 140–143
by Payment on Death accounts, 89
by probate, 80–83
by revocable living trusts, 88
by tenants in common, 86–87

Public foundations, gifts to, 199–200

Qualified domestic relations orders
(QDROs), 240

Qualified domestic trusts, 132
Qualified personal residence trusts (QPRTs),

185–190
advantages of, 187–188
death during term of, 190
disadvantages of, 188–190
setting up, 185–187
tax treatment of, 187

Qualified sick pay plans, 232
Qualified terminal interest property trusts

(QTIP trusts), 129–132

Real estate, transferring, into living trusts,
143

Reimbursement model, 171
Remarriage provisions, 125–126
Required minimum distribution rules, 54
Residences section, in wills, 99, 117
Residuary estate, division of, in wills, 99
Residue, 117
Retirement income, determining, 66–78
Retirement planning:

best investment environments for, 51–52
calculator for, 66–78
charitable trusts for, 204–207

Retirement plans, 1, 43. See also Individual
retirement accounts (IRAs)

disadvantages of, 55
employer-provided, 3–6
methods for magnifying power of, 55–56
power of, 52
rolling over, to IRAs, 240–241
Roth IRAs, 2, 53–54
for self-employed persons, 52–53
Traditional IRAs, 2, 54

Revocable living trusts, 88
Roth IRAs, 2, 53–54. See also Individual

retirement accounts (IRAs)
catch-up provisions for, 2
employer retirement plans and, 3–4
income eligibility rules for, 2–3
low-income taxpayers and, 4
outright gifts of, 177–179

Safe deposit boxes, 109
Sales, of businesses:

buy-sell agreements for, 230–233
employee stock ownership plans and,

233–234
preparing for, 229–230

Sales, to family members, 192–195
Second-to-die-insurance, 151–152, 160
Section 529 plans, 8–11

contributions to, 8–9
coordination of HOPE and Lifetime

Learning Credits with, 11
defined, 8
estate tax consequences of, 

10–11
gift tax consequences of, 10
investment options of, 10
nonqualified distribution penalties, 

9–10
tax-free gifts and, 183
tax-free growth of, 9

Self-employed persons, retirement plans 
for, 52–53

Self-proving affidavits, 109
Separate property, 87–88
Separate property states, 240
SIMPLE (Savings Incentive Match Plan for

Employees), 3
Simple wills, 95
Simplified Employee Pensions (SEPs), 

53
Simultaneous death clauses, in wills, 108
Social Security, 70–71, 155
Spendthrift clause, in wills, 108
Spendthrift trusts, 133
Split gifts, 174
Springing power of attorney, 

110
Standby trusts, 133
Statute of Wills, 94
Stepped-up cost basis, 15
Stock mutual funds. See Equities
Stock option plans, deduction limitations

for, 4–5
Stocks. See Equities
Survivorship life insurance, 151–152, 160,

168
for dynasty trusts, 166

Taxable distributions, 191
Taxable termination, 191
Tax-deferred investment programs, 57–59
Taxes, payment of, in wills, 99–100
Tax-free bonds, 57
Tax Relief Act–2001:

educational funding incentives in, 1
education funding incentives in, 7–12
estate, gift, and generation-skipping

transfers and, 1, 13–20
marginal tax rates and, 1, 6–7
retirement plans and, 1, 2–6
sunset provision in, 2

Tenancy by entireties, 240
Tenants in common, 86–87
Tenants in common with cross-contingent

remainders, 238
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Term life insurance, 150
for dynasty trusts, 166–167
finding best deal on, 156–157

Testamentary trusts, 88, 133–134
Testamentary trust wills, 95
Testators, 94
Total return trust, 106–107
Traditional IRAs, 2. See also Individual

retirement accounts (IRAs)
catch-up provisions for, 2
employer retirement plans and, 3–4
income eligibility rules for, 2–3
low-income taxpayers and, 4

Transmutation agreements, 241
Trustees, 88, 117–118

naming, in wills, 103–104
powers of, 106–107
roles of, 104–105

Trusts, 43, 118. See also specific types of
trusts

for asset protection, 242–244
2503(b) trusts, 181
2503(c) trusts, 181–182

Unfunded revocable trusts, 133
Unified Federal Gift and Estate Tax Credit,

defined, 34
Uniform Fraudulent Transfers Act, 236
Uniform Gifts to Minors Act (UGMA),

179–180
family limited partnerships and, 220

Uniform Transfers to Minors Act (UTMA),
101, 179–180

family limited partnerships and, 220
Unintended gifts, 174–176
Universal life insurance, 151
Unlimited marital deduction, 40, 121

defined, 33

Variable life insurance, 151
Vehicles, transferring, into living trusts, 

144
Videotaped signings of wills, 109

Wait-and-see agreements, 232
Wealth management, 28
Whole life insurance, 151
Wills, 23, 43, 79–80

for adult children, 120
advantages of, 95–96
appointing guardians in, 107–108
definition of, 93
disadvantages of, 96–97
division of residuary estate section, 

99
executing, 108–109
living trusts and, 140
minors trusts section in, 101–102
naming executors in, 102–103
naming trustees in, 103–105
opening declaration section, 97
payment of debts and funeral expenses

section, 97–98
payment of taxes section, 99–100
perpetuities clause in, 108
personal items section, 98
residences section, 99
simultaneous death clause in, 

108
spendthrift clause in, 108
storing, 109
in terrorem clause, 100–101
trustees powers section in, 

106–107
types of, 93–95
videotaping signings of, 109

Withdrawal rates, 50–51, 71
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