


* YOUR QUESTIONS

What is a QTIP trust and should I have one?

Kirsten provides all of the
following estate planning
services and more:

e Traditional estate planning,
including wills, revocable
trusts, powers of attorney,
health care directives

e Advanced estate planning,
including irrevocable
life insurance trusts, gift
programs, minors’ trusts,
generation-skipping trusts,

tax planning

Business planning, including
family limited liability
companies, family limited
partnerships, structured
ownership, reorganization,

succession

Probate, trust and estate
administration

A Qualified Terminable Interest
Property trust is used by married
couples to eliminate estate tax on the
death of the first spouse, allow the
surviving spouse to use the entire
estate for his or her lifetime, but still
allow the deceased spouse to control
who gets his or her assets once the
surviving spouse dies. It is used
most commonly in blended families,
meaning families where there

are stepchildren.

For married couples I typically write
the revocable trust so that when

the first spouse dies his share of the
estate, up to his personal exclusion
amount, goes into a bypass trust. The
surviving spouse can live off of this
and when she dies this passes to the
deceased spouse’s beneficiaries estate
tax free. The problem is, what if the
deceased spouse had more than the
annual exclusion amount  (this
year $2,000,000) in his

estate? If he leaves the

extra to his surviving

spouse, there is no

estate tax because of

the unlimited marital

deduction, but what

about the kids? That

extra portion now

belongs to the

surviving spouse

and she can do

with it what she

wants, including leaving it

in her own estate plan to her new
ballroom dance instructor. This is not
usually a problem in conventional
families, because both spouses
usually have the same testamentary
plan where their children are
concerned. In a blended family it
gets complicated.

With a QTIP trust, the deceased
spouse can leave that extra portion of
his estate for the use of his surviving
spouse during her life and then to

his beneficiaries on the death of the
surviving spouse. As long as the trust
meets certain requirements, the IRS
will consider it to be a bequest to the
surviving spouse on the first death
for estate tax purposes. This means
the surviving spouse will not pay
estate tax on the first death. And the
deceased spouse gets to specify, in the
QTIP trust, who gets it after the death
of the surviving spouse. %
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