
Linda’s Estate

Adjusted Gross Estate $3,000,000

Use of her Unified Credit (2,000,000)

Taxable Estate $1,000,000

Estate Tax Due $450,000

Suppose, for example, Larry’s will had stated that 
he wanted $1 million of his estate put into a trust that
would give all the income to his surviving wife and, 
after her life, distribute the remainder to the children.
The trustee would be given the power to distribute any
amount from the trust to her for necessities of health,
education, support or maintenance. The result? She
would receive the full advantage of the property in 
trust without actually owning it. This plan would 
then eliminate all estate tax.

Larry’s Estate Taxes Using a Credit Shelter Trust

Adjusted Gross Estate $3,000,000

Amount in Credit Shelter Trust (1,000,000)

Marital Deduction (2,000,000)

Taxable Estate $0

By putting $1 million in a trust for Linda (a credit
shelter trust) and giving her the other $2 million
estate tax–free through the marital deduction, they
would have eliminated Larry’s estate taxes and lowered
Linda’s adjusted gross estate to the point that her
applicable credit amount could have reduced or
eliminated her taxes as well. That’s because even
though she would have had full benefit of the assets in
trust, they would not have been included in her estate.
If what was left in her estate was still under the
exemption amount, there would have been no estate
tax on that portion, either.

Linda’s Estate

Adjusted Gross Estate $2,000,000

Use of her Unified Credit (2,000,000)

Taxable Estate $0

The credit shelter trust is the legal tool that could
have made it possible for Larry and Linda to eliminate
estate taxes in each of their estates and to leave more for
their children. But this is just the beginning of what a
professional probably would have shown the Thomsons.

You pay only the estate taxes you choose to pay. 
The choice is yours. With careful planning and wise
counsel, you can eliminate unnecessary estate taxes. 

Gifts to a Charitable Organization: 
Will You or Won’t You?
Many times, board members, volunteers and donors
leave something in their wills to perpetuate for a
charitable organization the giving level they had
provided during their lives.

Gifts during life are deductible for income tax
purposes up to either 30 percent or 50 percent of the
donor’s adjusted gross income, depending on the type
of asset donated. Gifts by will are deductible for estate
tax purposes without limitation. 

Top 10 Things to Remember
1. No matter how large or how small your assets, 

you need a will.
2. When you put off preparing your will, you 

risk hurting those who most depend on you.
3. A properly written legal document, signed,

witnessed and executed, is the only legal guarantee
that your personal wishes will be honored.

4. If your assets exceed the exemption amount,
carefully plan your will to avoid estate taxes.

5. Competent professional counsel can guide you
through the asset-saving opportunities available 
for your heirs.

6. Select your own personal representative or
executor for your estate. Choose someone who
will follow your wishes to the letter.

7. Take the time to properly execute your plans.
Don’t wait until your next vacation.

8. Update your will whenever the laws that may
affect it change.

9. A will provides you the opportunity to support
those causes that have guided your life in a
meaningful way—by making charitable bequests. 

10. A well-prepared will is one of the most lasting
ways to bestow your love on those you care 
for most.

For more information about drafting or updating
a will, contact an attorney who specializes in estate
planning. If you would like to leave a bequest to us
in your will, we can work with you and your advisors
to ensure that the plan meets your needs and your
family’s, as well as ours.

876

YOUR GUIDE TO

Making a Will

The information in this publication is not intended as legal advice. For legal
advice, please consult an attorney. Figures cited in examples are based on
current rates at the time of printing and are subject to change. References to
estate and income tax include federal taxes only; individual state taxes may
further impact results.
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you to be careful of how your decisions may affect
family members.

Lessons From Real Life
Consider this story from a financial consultant.

Carl was a good friend of mine who had founded (and

had been the chairman of the board of) a growing not-

for-profit organization that had cared for his wife

before she died. Over lunch several years ago, Carl

insisted that he would “take care” of that organization

in his will. When I heard the following November that

Carl had passed away, I called the organization and

asked what he had left it. The director replied that Carl

had left $10,000. I was stunned. Carl had been a

wealthy widower with no children. “Why only

$10,000?” I asked. “His attorney told us why,” the

director replied. “He said that Carl’s estate had to pay

$850,000 in estate taxes!” 

Carl had never acted. But the government did.
Such stories are all too common. There are other

examples of people who, though well-intentioned,
did not understand the consequences of their actions.

Joe Robbie, an attorney who owned the Miami

Dolphins, drew up an estate plan designed to keep 

the team in the family. At his death, however, the 

family was forced to sell the Miami Dolphins and Joe

Robbie Stadium at a deep discount to pay estate

taxes. But perhaps even more unfortunate was the

discord and family bickering the plan created. As one

daughter put it at the time, “This is not just about 

business matters. It’s about the way people have

been treated.” 

Clearly, Joe Robbie’s best-laid plans went awry.
But there are also positive examples from people

who listened to professional advice and whose wills
clearly expressed their convictions and concerns 
for others. 

For example, Mark Twain’s will included one trust
for a family member and another to set up a fund to
help young people who wanted to be writers. 

The point is, your will can be a tremendous ally if
you plan it properly.

If You Don’t Act, the Government Will  
There are two ways, through law, that the
government acts.

First, if you don’t have a will, the state in which you
live has one for you. In Pennsylvania, for example, if
you die intestate (without a will), you may find that
your spouse (if your estate is big enough) will receive
only $30,000 plus half of your estate. Your children
will get the balance. Why? Because you didn’t have
a will, and that’s the way it works in Pennsylvania.
What about your state? Ask about the laws of
succession and intestacy.

Second, as a citizen of the United States, you are
subject to laws taxing the privilege of passing assets to
those people most important to you. There is no law,
however, stating that you must pay unnecessary taxes. 

Estate tax law is comprehensive and complicated.
But if you know the law or consult with someone
who does, you may find ways to benefit your family
by saving on taxes. The use of the credit shelter trust
is one way.

The Credit Shelter Trust
Every United States citizen receives a Unified Credit
to offset estate taxes he or she would pay to transfer
property after life. The credit is the amount of tax
that would otherwise be due on the amount that
is currently tax-free. (In 2001, Congress voted to
gradually raise the estate tax–free exemption from
$675,000 until it reaches $3.5 million in 2009.) After
estate taxes are calculated, to the extent the gift tax
credit hasn’t been used to offset lifetime gifts, the
credit amount is subtracted from the taxes due.

Therefore, if you are single, have not used any of
your credit to offset gift taxes and have assets worth
more than the tax-free exemption, there will be
estate taxes only on those assets worth more than
the exemption amount. Married couples may be able
to shelter up to double the exemption amount from
estate taxation by each using their own exemption
separately, but special planning must take place to 
do that.

Let’s look at an example. Larry Thomson, who 
is married and the father of three children, has 
made no special estate planning preparations. He
did, however, execute a will that directs all of his
assets to go to his wife, Linda, if she survives him,
and if not, equally to the children. Assume that
Larry dies this year and his adjusted gross estate 
is worth $3 million.

Larry Thomson’s Estate Taxes

Adjusted Gross Estate $3,000,000

Marital Deduction  (3,000,000)

Taxable Estate $0

The law permitted Larry to take advantage of an
unlimited marital deduction, which enabled him to
give Linda everything he owned estate tax–free. 

His estate taxes, however, were really not avoided
by giving everything to Linda under the marital
deduction. The taxes were only deferred until the 
time of Linda’s death.

For simplification, let’s assume Linda also dies this
year, and her adjusted gross estate is worth $3 million.
Linda’s estate paid $450,000 in estate taxes after the
$2 million exempt amount for 2007 was subtracted
from her $3 million estate. Had the Thomsons taken
counsel from an estate planning attorney, he or she
would probably have told them that they could have
avoided paying any of the estate taxes. 
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The good that men do lives after them.
—RUTH GORDON

ou’ve spent your adult years working
hard, carefully saving and investing your

assets. You plan to enjoy the later years 
of your life, confident in the knowledge that there
will be adequate funds to care for your loved ones
after your death.

But have you planned for the transfer of these
assets? Have you left definite instructions for the
disbursement of your estate to the people and causes
that matter most to you? A failure to plan for the
transfer of your assets can cause confusion and
frustration for your family members, plus it could
result in increased expenses and estate taxes, which
must be paid by your estate. 

What Is a Will, Exactly?
In today’s world, you need a legal document to
certify your intentions. 

If you have that legal document, and it is properly
prepared, the court that administers your probate
will insist that its directives be followed to the letter.
With no changes. With no substitutions. When you
die, your will becomes an irrevocable mandate. 

Professionals who are wise in the ways of the law
and human nature constantly remind you to prepare
your will before it is too late. Trust officers have
little signs on their desks: “Do you have a current
will?” Attorneys want to write your will, and then
they want to update it. Accountants want you to
diminish taxes that take assets away from your family.

Each is trying to get your attention. They want
you to know that if you don’t plan your final wishes
carefully, you may be giving away—through taxes—
assets you could have given to your loved ones or
favorite charitable causes. And they are warning 
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