
G U I D E

Global Certificate in Paralegal Studies

Estate Planning and Probate

Estate Planning is the systematic process by which individuals arrange for the management and disposition
of their assets during life and after death. It involves a suite of legal instruments, tax considerations, and
strategic decisions designed to achieve the client’s personal and financial objectives. For a paralegal,
mastery of the terminology is essential because each term carries specific legal implications and procedural
requirements. The following exposition details the core vocabulary, provides illustrative examples, outlines
practical applications, and highlights common challenges that arise in the practice of estate planning and
probate.

Testator – The person who creates a will. The testator must have legal capacity, meaning they are of sound
mind and at least 18 years old in most jurisdictions. Example: Maria, age 62, drafts a will naming her two
children as primary beneficiaries. Challenge: Determining capacity can become contentious if family
members allege undue influence or mental incompetence, especially when the testator is elderly or
suffering from a progressive illness.

Beneficiary – The individual or entity designated to receive assets under a will, trust, or other estate
planning instrument. Beneficiaries may be primary, contingent, or residuary. Practical application: In a trust,
the grantor may name a minor child as a primary beneficiary but include a contingent beneficiary (the
child’s sibling) in case the primary beneficiary predeceases the distribution. A common challenge is
“beneficiary designation conflict,” where a beneficiary named in a retirement account differs from the one
named in a will, leading to confusion and potential litigation.

Executor – Also called a personal representative, the executor is the person appointed by the testator to
administer the estate. Duties include filing the will with the probate court, gathering assets, paying debts,
and distributing the remainder to beneficiaries. Example: John appoints his brother, Alan, as executor. Alan
must obtain “letters testamentary” from the probate court, which grant him legal authority to act on behalf
of the estate. Challenges often involve the executor’s lack of experience with financial matters, leading to
delays or errors in asset valuation.

Administrator – When a person dies intestate (without a will) or the appointed executor cannot serve, the
court appoints an administrator. The administrator’s role mirrors that of an executor but is derived from
statutory intestacy rules rather than the testator’s wishes. Example: If Susan dies without a will, her adult son
may be appointed administrator. The challenge here is that the administrator must follow intestacy
distribution, which may not align with the deceased’s informal wishes.

Intestate – The condition of dying without a valid will. Intestacy laws vary by jurisdiction but generally
prioritize spouses, children, parents, and then more distant relatives. Practical application: In many U.S.
States, a surviving spouse receives a “spousal elective share,” allowing them to claim a portion of the estate
even if the will tries to disinherit them. This can create conflicts if the testator intended to leave the estate to
a charitable organization.
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Will – A legal document that outlines the testator’s wishes regarding the distribution of assets, appointment
of an executor, guardianship of minor children, and other matters. Wills must be executed according to
state law, typically requiring witnesses and, in some states, notarization. Example: A “simple will” might
state, “I give all my personal property to my daughter, Emma, and the remainder of my estate to my son,
Mark.” A challenge is “will contest,” where an interested party alleges fraud, duress, or lack of capacity,
potentially invalidating the document.

Codicil – An amendment to an existing will. It allows the testator to make minor changes without drafting a
new will. The codicil must be executed with the same formalities as the original will. Example: After the birth
of a third child, Laura adds a codicil to name the new child as a beneficiary. The challenge is ensuring the
codicil is properly attached and referenced, as an improperly executed codicil can be deemed ineffective.

Revocable Living Trust – A trust created during the grantor’s lifetime that can be altered or terminated at
any time. The grantor typically serves as trustee, retaining control over the assets while also providing for a
seamless transfer upon death, avoiding probate. Practical application: Michael places his home, investment
accounts, and business interests into a revocable living trust, naming his wife as successor trustee. Upon his
death, the successor trustee can distribute the assets without court involvement. A key challenge is “trust
funding,” the process of retitling assets in the name of the trust; failure to fund the trust can defeat its
probate-avoidance purpose.

Irrevocable Trust – A trust that, once established, cannot be modified or terminated without beneficiary
consent. Because the grantor relinquishes control, assets placed in an irrevocable trust are generally
removed from the grantor’s taxable estate, offering potential estate tax benefits. Example: A “grantor
retained annuity trust” (GRAT) allows the grantor to receive fixed payments for a set term, after which the
remaining assets pass to beneficiaries free of estate tax. Challenges include the loss of flexibility and the
need for careful drafting to avoid unintended tax consequences.

Trustee – The individual or institution responsible for managing trust assets according to the terms of the
trust instrument. Trustees owe fiduciary duties, including the duty of loyalty, prudence, and impartiality.
Example: A corporate trustee, such as a bank, may be appointed to manage a complex family trust,
providing professional investment expertise. A challenge is “trustee conflict of interest,” where the trustee
may have personal interests that conflict with the beneficiaries’ best interests, potentially leading to breach
of fiduciary duty claims.

Settlor – The person who creates a trust and transfers assets into it. In many jurisdictions, the settlor is also
referred to as the “grantor” or “trustor.” Example: When establishing a charitable remainder trust, the settlor
transfers appreciated securities to the trust, retaining an income stream for life. A challenge arises when the
settlor retains too much control, which can cause the trust to be treated as a “grantor trust” for tax
purposes, negating intended tax benefits.

Grantor – Synonymous with settlor, the grantor is the party who conveys property to a trust. In a “grantor
trust,” the grantor is treated as the owner for income tax purposes, meaning the trust’s income is reported
on the grantor’s personal tax return. Example: A “qualified personal residence trust” (QPRT) allows the
grantor to retain the right to live in a home for a term of years, after which the home passes to beneficiaries.
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The challenge is calculating the “gift tax” value of the retained interest, which can be complex.

Beneficiary Designation – A clause in certain assets (e.G., Retirement accounts, life insurance policies,
payable-on-death bank accounts) that names a beneficiary who will receive the asset directly upon the
owner’s death, bypassing probate. Example: A 401(k) plan participant designates her adult son as the
primary beneficiary. The practical advantage is immediate transfer, but a challenge is that beneficiary
designations can override the terms of a will, potentially causing unintended outcomes if not regularly
reviewed.

Power of Attorney (POA) – A legal document authorizing another person (the “attorney-in-fact” or “agent”)
to act on the principal’s behalf in financial or legal matters. A “durable” POA remains effective if the
principal becomes incapacitated. Example: A couple executes a joint durable POA, naming each other as
agents. The challenge is ensuring the agent acts within the scope of authority and does not abuse the
power, which can lead to “fiduciary abuse” claims.

Advance Directive – A broader term encompassing documents that guide medical decision-making when an
individual is incapacitated. This includes a “living will” and a “health care proxy.” Example: An elderly client
signs an advance directive specifying that no extraordinary life-sustaining measures be used if she is in a
persistent vegetative state. Challenges include variations in state statutes that may affect the enforceability
of the directive and the need for healthcare providers to recognize and honor the document.

Living Will – A specific type of advance directive that outlines the individual’s preferences regarding life-
sustaining treatment. Example: A patient states in a living will that she does not want mechanical ventilation
if terminally ill. A challenge is that some jurisdictions require a separate “health care proxy” to designate a
decision-maker; failure to have both can create uncertainty.

Health Care Proxy – Also known as a “medical power of attorney,” this document designates a trusted
individual to make healthcare decisions on the principal’s behalf when they lack capacity. Example: A man
appoints his sister as his health care proxy. The challenge is ensuring that the proxy’s decisions align with
the principal’s wishes, particularly when family members disagree.

Estate Tax – A federal (and sometimes state) tax imposed on the transfer of the decedent’s taxable estate.
The tax is calculated on the net value of assets after deductions and exemptions. Example: In the United
States, the federal estate tax exemption is $12.92 Million (as of 2023); estates exceeding that amount may
owe a tax rate up to 40%. A challenge is “portability,” where a surviving spouse can inherit the deceased
spouse’s unused exemption, but proper election must be made on the estate tax return.

Inheritance Tax – A tax imposed on beneficiaries who receive assets from a decedent’s estate. Unlike estate
tax, which is levied on the estate itself, inheritance tax is levied on the recipient. Example: Maryland imposes
an inheritance tax on non-spouse beneficiaries. The challenge is that beneficiaries must often file tax returns
and may need to seek professional advice to determine tax liability.

Estate Tax Exemption – The amount of estate value that is excluded from estate tax. For individuals, this
exemption can be substantial, but it is reduced by any prior taxable gifts. Example: A couple each has a
$12.92 Million exemption; together they can shield up to $25.84 Million. A challenge is “gift tax” planning;
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excessive lifetime gifts can erode the exemption, leading to unintended tax exposure.

Gift Tax – A tax on the transfer of property by gift during the donor’s lifetime. The annual exclusion allows
donors to give up to a certain amount per recipient without incurring gift tax (e.G., $17,000 Per recipient in
2023). Example: A parent gifts $10,000 to each of three grandchildren in a single year, staying within the
annual exclusion. A challenge is “gift splitting,” where married couples elect to split gifts, requiring filing of a
gift tax return even if no tax is due.

Generation‑Skipping Transfer Tax (GST) – A tax applied to transfers that skip a generation, such as gifts to
grandchildren. The GST tax has its own exemption, separate from the estate and gift tax exemption.
Example: A trust funded for the benefit of a grandchild may trigger GST tax if the transfer exceeds the
exemption. The challenge is navigating the complex interaction between GST, estate, and gift tax rules.

Community Property – A marital property regime in which assets acquired during marriage are owned
jointly by both spouses. This concept is prevalent in certain U.S. States (e.G., California, Texas). Example: A
house purchased during marriage in California is considered community property, and upon death, the
surviving spouse automatically owns the full interest. A challenge arises when a will attempts to bequeath a
separate interest in community property, which may be invalid under community property law.

Joint Tenancy – A form of ownership where two or more persons hold equal shares with a right of
survivorship; upon death of one owner, the surviving owners automatically acquire the deceased’s share.
Example: Two siblings own a vacation home as joint tenants; when one sibling dies, the other becomes sole
owner. The challenge is that joint tenancy can defeat estate planning goals if owners intend the property to
pass through probate.

Tenancy in Common – Similar to joint tenancy but without the right of survivorship; each co‑owner’s share
can be bequeathed via a will. Example: Three friends purchase a rental property as tenants in common; each
can leave their share to heirs. A challenge is that fractional ownership can complicate management and
distribution of the property.

Life Estate – An interest in real property that allows the holder (the “life tenant”) to use the property for the
duration of their life, after which the property passes to a designated “remainderman.” Example: A parent
grants a life estate to a spouse, with the children as remaindermen. The challenge is that the life tenant
cannot waste the property; any depletion may trigger legal action.

Remainder Interest – The future interest that becomes possessory after the termination of a prior interest,
such as a life estate. Example: In the life estate scenario, the children’s remainder interest becomes a fee
simple ownership upon the spouse’s death. The challenge is that remainder interests are subject to
valuation for tax purposes, potentially creating estate tax exposure.

Spendthrift Clause – A provision in a trust that restricts a beneficiary’s ability to assign or pledge their
interest, protecting the trust assets from creditors. Example: A trust for a beneficiary with a history of
gambling includes a spendthrift clause, preventing creditors from reaching the trust’s principal. A challenge
is that some jurisdictions limit the enforceability of spendthrift provisions, especially when the beneficiary is
a minor or the clause is overly broad.
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Discretionary Trust – A trust where the trustee has discretion to determine how much, when, and to whom
distributions are made among a class of beneficiaries. Example: A family trust gives the trustee authority to
distribute income to any of the grandchildren, depending on need. This flexibility can be advantageous for
tax planning but can also lead to “trustee‑beneficiary disputes” if beneficiaries feel distributions are unfair.

Charitable Remainder Trust (CRT) – An irrevocable trust that provides income to non‑charitable beneficiaries
for a term, after which the remaining assets go to a charitable organization. Example: An individual donates
appreciated stock to a CRT, receives a 5% annual income, and after death, the remainder goes to a
university. Challenges include meeting “qualified charitable organization” requirements and ensuring the
trust’s income distribution complies with IRS regulations.

Charitable Lead Trust (CLT) – The converse of a CRT; a charitable organization receives income for a term,
after which the remaining assets revert to non‑charitable beneficiaries. Example: A family uses a CLT to fund
a scholarship program for 10 years, after which the trust assets return to the family’s children. The challenge
is the “present value” calculation of the charitable interest, which affects gift and estate tax consequences.

Special Needs Trust – A trust designed to provide for a disabled beneficiary without disqualifying them from
government benefits (e.G., Supplemental Security Income). Example: A parent establishes a special needs
trust for a child with autism, funding it with life insurance proceeds. A challenge is ensuring that
distributions are “supplemental” rather than “substitutive,” as inappropriate use can jeopardize eligibility for
benefits.

Qualified Personal Residence Trust (QPRT) – An irrevocable trust that allows the grantor to retain the right to
live in a personal residence for a term, after which the residence passes to beneficiaries, potentially reducing
estate tax liability. Example: A couple places their home into a QPRT for a 10‑year term; they continue to
occupy the home, then the home passes to their children. The challenge is that if either grantor dies before
the term ends, the trust may be included in the estate, negating the tax benefit.

Grantor Retained Annuity Trust (GRAT) – A trust where the grantor receives an annuity payment for a set
term, after which the remaining assets pass to beneficiaries. Example: A business owner funds a GRAT with
stock, receives a 5% annuity each year, and after 7 years, the remainder goes to his heirs, potentially
avoiding estate tax on the appreciation. The challenge is “valuation risk” – if the assets underperform, the
expected tax savings may not materialize.

Dynasty Trust – A long‑term trust designed to preserve wealth across multiple generations while minimizing
estate and generation‑skipping taxes. Example: A wealthy family creates a dynasty trust with a “perpetuity
period” of 90 years, funded with cash and real estate, to benefit descendants for as long as the trust remains
viable. The challenge is “state law restrictions” – some states limit the duration of trusts, and others have
“rule against perpetuities” statutes that can invalidate overly long trusts.

Family Limited Partnership (FLP) – A partnership where family members hold partnership interests, allowing
centralized management of family assets and potential valuation discounts for estate tax purposes. Example:
Parents transfer a portfolio of investment properties into an FLP, retaining a 30% general partner interest
while gifting the remaining 70% to children. The challenge is that the IRS scrutinizes FLPs for “gift tax”

Read online: https://certificates.HealthCareCourses.org.uk/guides/
4555768/estate-planning-and-probate

HealthCareCourses (An LSIB brand) · 04 Jul 2026



G U I D E

avoidance, requiring proof that limited partners lack control over the assets.

Limited Liability Company (LLC) – A business entity that can be used in estate planning to hold assets,
providing liability protection and flexibility in ownership transfer. Example: A family forms an LLC to own a
rental property, then gradually transfers ownership interests to children as part of a succession plan. The
challenge is “valuation and tax” implications when transferring LLC interests, especially if the property is
highly appreciated.

Estate Plan – The comprehensive collection of documents, strategies, and arrangements that together
achieve the client’s objectives. It typically includes a will, revocable living trust, powers of attorney, advance
directives, beneficiary designations, and any necessary tax planning instruments. Practical application: An
estate plan may incorporate a “personal property memorandum” to identify specific tangible items not
covered in the will. The challenge is “plan integration,” ensuring that all components are consistent and do
not inadvertently contradict each other.

Personal Representative – A term used in some jurisdictions (e.G., California) interchangeable with executor
or administrator. The personal representative is responsible for probate administration, including filing the
probate petition, publishing notice to creditors, and preparing the final accounting. Example: A court
appoints a personal representative who must post a bond to protect the estate’s assets. Challenges include
“bond disputes” where the appointed representative refuses or cannot post the required bond, potentially
delaying probate.

Probate Bond – A surety bond required by the court to protect the estate’s assets against mismanagement
by the executor or administrator. Example: The court orders the executor to post a bond equal to 10% of
the estate’s value. The challenge is that obtaining a bond can be costly, and some jurisdictions allow a
“bond waiver” if the executor is a close family member and the estate is small.

Letters Testamentary – Official documents issued by the probate court authorizing the executor to act on
behalf of the estate. Example: After the will is admitted to probate, the court issues letters testamentary to
the executor, enabling them to open bank accounts in the estate’s name. The challenge is that some assets,
such as retirement accounts with designated beneficiaries, do not require letters testamentary, leading to
confusion about which assets are subject to probate.

Letters of Administration – Similar to letters testamentary but issued when an administrator is appointed
(i.E., When there is no will). Example: The court issues letters of administration to the appointed
administrator of an intestate estate. The challenge is that the administrator must follow intestacy statutes,
which may differ significantly from the decedent’s informal wishes.

Small Estate Affidavit – A simplified probate procedure available when the total value of probate assets falls
below a statutory threshold (often $50,000 or $100,000). Example: A surviving spouse uses a small estate
affidavit to collect the decedent’s bank accounts without formal probate. The challenge is that the affidavit
may not be accepted for all asset types, and the threshold varies by jurisdiction.

Probate Assets – Assets that must pass through the probate process because they lack a designated
beneficiary or joint ownership with right of survivorship. Common probate assets include individually titled
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real estate, personal property not covered by a will, and accounts without payable‑on‑death (POD)
designations. Example: A family heirloom, such as a painting, is a probate asset if it is not specifically
bequeathed in a will. The challenge is “asset identification,” as some assets may be hidden or not readily
apparent, increasing the risk of incomplete administration.

Non‑Probate Assets – Assets that pass outside of probate, typically due to beneficiary designations, joint
tenancy, or trust ownership. Examples include life insurance proceeds, retirement accounts with named
beneficiaries, and assets held in a revocable living trust. The practical benefit is faster distribution and
reduced court costs. A challenge is ensuring that beneficiary designations are up‑to‑date, as outdated
designations can cause assets to go to unintended recipients.

Probate Process – The series of steps the court follows to administer a decedent’s estate. The typical
sequence includes: Filing the petition, notifying interested parties, taking inventory of assets, appraising the
estate, paying debts and taxes, and distributing the remainder. Example: In a medium‑size estate, the
probate process may take 12 to 18 months. Challenges arise at each stage: “Notice to creditors” can be
contested, “asset appraisal” may be disputed, and “distribution” may be delayed by beneficiary disputes.

Probate Inventory – A detailed list of all probate assets, including descriptions, values, and ownership status,
filed with the probate court. Example: The executor prepares an inventory that lists a 2015 sedan, a
collection of antiques, and cash balances. The challenge is “valuation accuracy,” as undervaluing assets can
lead to tax underpayment, while overvaluing can increase tax liability and cause beneficiary grievances.

Probate Appraisal – The process of obtaining professional valuations for probate assets, particularly real
estate, securities, and valuable personal property. Example: A court‑appointed appraiser determines the fair
market value of a family farm. The challenge is that appraisals can be contested, leading to additional
litigation and increased costs.

Probate Bond – (Repeated for emphasis) The bond serves as a safeguard, ensuring the executor or
administrator will faithfully perform duties. The bond amount is typically set as a percentage of the estate’s
value, but courts may waive it for small estates or when the executor is a close family member. The
challenge is the cost and potential difficulty in obtaining a bond, which can delay the administration.

Estate Accounting – A comprehensive financial report prepared by the executor that details all receipts,
expenses, and distributions of the estate. Example: The executor files an estate accounting showing the sale
of a house, payment of outstanding medical bills, and final distribution to heirs. The challenge is that
beneficiaries may scrutinize the accounting, leading to “accounting disputes” that can prolong probate.

Fiduciary Duty – The legal obligation of an executor, administrator, or trustee to act in the best interests of
the beneficiaries, with loyalty, prudence, and impartiality. Example: A trustee must avoid self‑dealing, such
as purchasing trust assets for personal use. A breach of fiduciary duty can result in civil liability and removal
from the position.

Conflict of Interest – Situations where a fiduciary’s personal interests may interfere with their duty to act for
the beneficiaries. Example: An executor who is also a creditor of the estate must disclose the conflict and
may need to recuse themselves from decisions involving that debt. The challenge is identifying and

Read online: https://certificates.HealthCareCourses.org.uk/guides/
4555768/estate-planning-and-probate

HealthCareCourses (An LSIB brand) · 04 Jul 2026



G U I D E

managing conflicts early to avoid allegations of misconduct.

Escheat – The process by which unclaimed or intestate assets revert to the state government after a
prescribed period. Example: If a decedent dies without heirs and no will, the estate may escheat to the state
treasury. The challenge is that escheat can be avoided through diligent asset searching and proper
beneficiary designations.

Surviving Spouse – The spouse who outlives the decedent. In many jurisdictions, the surviving spouse
enjoys preferential rights, such as a statutory “elective share” or automatic inheritance of community
property. Example: In a community property state, the surviving spouse automatically acquires the full
interest in the marital home. The challenge is balancing the surviving spouse’s rights with the testator’s
desire to provide for children from a prior marriage.

Heir – A person legally entitled to inherit under intestacy laws. Heirs are typically the surviving spouse,
children, parents, and siblings, in that order. Example: A child who is an heir under intestacy may receive a
share of the estate even if the decedent left a will that excluded them, depending on the jurisdiction’s
“forced heirship” rules. The challenge is that forced heirship jurisdictions (e.G., Many civil‑law countries) limit
the testator’s freedom to disinherit certain relatives.

Next of Kin – The closest living blood relatives of the decedent, often used to determine who may claim an
intestate estate when no will exists. Example: If a person dies without a will and has no spouse or children,
the next of kin may be parents or siblings. The challenge is that the definition of “next of kin” can vary,
affecting who is entitled to probate.

Probate Court – The specialized court that oversees the administration of estates, validates wills, appoints
fiduciaries, and resolves disputes. Example: The probate court in a county issues the letters testamentary
and later adjudicates a claim by a creditor. The challenge is that probate courts can be backlogged, leading
to extended timelines for estate settlement.

Probate Timeline – The estimated duration from filing the probate petition to final distribution. Factors
influencing the timeline include estate size, complexity, disputes, creditor claims, and court workload.
Example: A small, uncontested estate may close within six months, while a large, contested estate can take
several years. The challenge is managing client expectations and providing realistic estimates.

Probate Reform – Legislative or procedural changes aimed at simplifying probate, reducing costs, and
expediting asset distribution. Examples include raising the small‑estate threshold, allowing electronic filing,
and expanding “small‑estate affidavit” use. The challenge for paralegals is staying current with evolving
statutes and case law that affect probate practice.

Probate Avoidance – Strategies used to keep assets out of probate, thereby reducing costs and delays.
Common tools include revocable living trusts, joint tenancy, payable‑on‑death designations, and life
insurance policies with named beneficiaries. Example: A client transfers all title‑holding assets into a
revocable living trust, ensuring that the trust assets bypass probate upon death. The challenge is ensuring
all assets are properly transferred; any asset left outside the trust may still be subject to probate.
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Probate‑Friendly States – Jurisdictions that have enacted laws to simplify probate, such as higher
small‑estate thresholds, streamlined affidavit procedures, and reduced fees. Example: Florida’s “simplified
probate” process allows estates under $75,000 to be administered with minimal court involvement. The
challenge is that not all assets are equally affected; real property may still require formal probate if not
retitled.

Probate Docket – The court’s schedule of cases, including filings, hearings, and orders related to probate
matters. Example: A paralegal monitors the probate docket to track upcoming deadlines for creditor
notices. The challenge is that docket entries may be delayed or incomplete, requiring proactive follow‑up.

Probate Calendar – The chronological list of probate events, such as notice periods, filing deadlines, and
distribution dates. Example: The probate calendar mandates a 30‑day notice to creditors after the executor’s
appointment. The challenge is ensuring compliance with statutory timelines to avoid penalties or
invalidation of actions.

Probate Affidavit – A sworn statement used in certain jurisdictions to affirm that an estate meets the criteria
for simplified probate, often accompanying the small‑estate affidavit. Example: The surviving spouse signs a
probate affidavit confirming that the decedent owned only a modest amount of personal property. The
challenge is that inaccuracies can result in perjury charges or the need to reopen the estate.

Probate Inventory – (Repeated for emphasis) The inventory is the foundation for asset valuation, creditor
notification, and tax computation. Failure to include any asset can lead to “undisclosed asset” claims,
potentially exposing the executor to liability.

Probate Bond – (Repeated again) The bond is a protective measure; however, many jurisdictions now permit
“bond waivers” for close family members, especially in small estates, to reduce administrative burdens.

Estate Administration – The overall management of the decedent’s affairs, encompassing probate activities,
tax filings, asset distribution, and final closure. Example: The estate administration process may involve filing
a final income tax return (Form 1040) for the decedent, as well as an estate tax return (Form 706) if
applicable. The challenge is coordinating multiple filings and ensuring that deadlines (e.G., Nine months
after death for estate tax) are met.

Estate Accounting – (Repeated for emphasis) A transparent accounting builds trust among beneficiaries and
provides a record for the court. Paralegals often assist in preparing the accounting by gathering bank
statements, receipts, and appraisals.

Estate Tax Return – The federal (and possibly state) return filed to report the taxable estate and compute
any estate tax due. Example: Form 706 is used for the United States federal estate tax. The challenge is that
the return must be filed within nine months of death, with a possible six‑month extension, and must include
detailed schedules for assets, deductions, and the valuation of any transfers.

Inheritance Tax Return – Required in jurisdictions that impose tax on beneficiaries receiving assets. Example:
In Pennsylvania, beneficiaries must file a Pennsylvania Inheritance Tax Return (Form PA-100) if they receive
taxable assets. The challenge is that the tax rate varies based on the beneficiary’s relationship to the
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decedent (e.G., 0% For spouses, 4.5% For children, 15% for others).

Estate Planning Attorney – A lawyer specialized in drafting estate planning documents, advising on tax
strategies, and guiding clients through probate. Paralegals work under the supervision of the attorney,
preparing drafts, conducting client interviews, and performing legal research. The challenge is maintaining
confidentiality and ensuring that all documents comply with the specific state statutes.

Estate Planning Process – The series of steps from initial client intake to execution of documents and
ongoing review. Typical phases include fact‑finding, goal identification, document drafting, execution, and
periodic review. Example: A paralegal conducts a “wealth inventory” to identify all assets, liabilities, and
existing estate documents before the attorney prepares a comprehensive plan. The challenge is that client
goals may evolve, requiring updates to the plan and re‑execution of documents.

Wealth Transfer – The movement of assets from one generation to the next, often using gifts, trusts, or
bequests. Example: A parent may use annual gift tax exclusions to transfer $17,000 per child each year,
reducing the taxable estate over time. The challenge is coordinating transfers with the overall estate plan to
avoid unintended tax consequences.

Asset Protection – Strategies designed to shield assets from creditors, lawsuits, or divorce settlements.
Common tools include irrevocable trusts, limited liability entities, and domestic asset protection trusts
(DAPTs). Example: A professional establishes a DAPT in a jurisdiction that permits self‑settled trusts, moving
non‑essential assets into the trust for protection. The challenge is that courts may scrutinize asset
protection moves, especially if they are “short‑sighted” or made shortly before a lawsuit.

Tax Planning – The deliberate arrangement of financial affairs to minimize tax liability within the bounds of
the law. In estate planning, this includes maximizing exemptions, using valuation discounts, and structuring
transfers to take advantage of lower tax rates. Example: A client elects “portability” of the deceased spouse’s
unused estate tax exemption, allowing the surviving spouse to utilize the combined exemption. The
challenge is that tax laws frequently change, requiring ongoing monitoring.

Succession Planning – The process of preparing for the orderly transfer of business ownership and
leadership upon the owner’s death or retirement. Succession planning often involves buy‑sell agreements,
valuation of the business, and designation of successor officers. Example: A family‑owned manufacturing
firm adopts a “cross‑purchase” agreement funded by life insurance, ensuring that surviving owners can
purchase the deceased’s share. The challenge is aligning the business’s needs with the personal estate plan,
especially when family dynamics are complex.

Business Succession – Specific focus on transitioning a business entity, addressing issues such as continuity,
financing, and tax consequences. Example: A limited liability company (LLC) includes a “membership interest
transfer provision” that triggers upon a member’s death, allowing the LLC to buy back the interest using a
pre‑funded insurance policy. The challenge is ensuring that the succession plan complies with both state
corporate law and the owner’s estate plan.

Family Trust – A trust created for the benefit of family members, often used to centralize asset management
and provide for multi‑generational wealth preservation. Example: A “generation‑skipping family trust” holds
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family real estate, providing income to the children and remainder to grandchildren. The challenge is
balancing the needs of current beneficiaries with the long‑term preservation of assets.

Estate Planning Documents – The collection of legal instruments that constitute an estate plan. Key
documents include the will, revocable living trust, powers of attorney, advance directives, beneficiary
designations, and any related schedules or memoranda. Example: A client’s “estate planning binder”
contains the executed will, trust deed, POA forms, and a personal property memorandum. The challenge is
maintaining and updating the binder as life events occur (e.G., Births, deaths, marriage).

Estate Planning Strategy – The overarching approach to achieving client goals, integrating legal, tax, and
financial considerations. Strategies may involve “step‑up in basis” planning, “marital deduction” utilization,
or “qualified domestic trusts” (QDOTs) for non‑citizen spouses. Example: A U.S. Citizen with a non‑citizen
spouse uses a QDOT to defer estate tax on assets passing to the spouse. The challenge is that QDOTs have
strict requirements, including the need for a U.S. Custodian and the payment of estate tax at the time of
death.

Step‑Up in Basis – The adjustment of the tax basis of an asset to its fair market value at the date of the
decedent’s death, reducing potential capital gains tax for heirs. Example: A child inherits a stock purchased
for $10,000 that is worth $50,000 at the parent’s death; the child’s basis steps up to $50,000.
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