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FLEEING FEES

After 2010’s one-year reprieve from 
federal-estate taxes, the estate-tax 
exemption will be $5 million in 2011  
and 2012, or $10 million for couples.  
At that level, few families will face 
federal estate taxes.

Instead, for most folks, the biggest 
expense associated with settling  
their estate is likely to be legal  
costs. To handle an estate, an attorney 
might levy an hourly fee or charge 
between 2% and 5% of the gross 
estate’s value. Either way, the total  
fee will be driven largely by the 
difficulty of settling the estate.

That, in turn, could hinge partly on 
your state’s probate process. Probate — 
the legal review of your will that occurs 
after your death — can be remarkably 
easy in some states and horribly 
complicated in others.

The total legal tab, however, will also 
depend on how well organized your 
estate is. If your affairs are a mess, the 
legal bill may be larger. If you don’t let 
your heirs know what to expect and 
they end up contesting your will, the 
bill will be larger still.

Sound grim? Some people try 
sidestepping the issue by not drawing 
up a will. But that can be even worse. 

If you die “intestate” — which means 
state law determines how your assets 
are divvied up — your wealth may not 
pass to your intended heirs.

TITLING ASSETS

Clearly, having a will is important. Yet 
your will only governs assets that pass 
through probate — and many assets 
pass outside the probate process. 
For instance, if you and your spouse 
own a home jointly with right of 
survivorship, the house will go directly 
to the surviving spouse. Similarly, your 
retirement accounts, life insurance 
and any assets left in a trust will pass 
directly to the named beneficiaries.

Keep in mind that avoiding probate 
doesn’t mean you avoid estate taxes. 
Nonetheless, given that probate is 
costly and cumbersome in some 
states, your lawyer might suggest 
stashing assets in a living trust, thus 
bypassing the probate process. Using 
a living trust can be especially smart 
if you own, say, a vacation cottage in 
another state. By sticking the cottage 

in a living trust, you can ensure your 
estate doesn’t go through probate in 
two states.

As you get your affairs in order, 
consider drawing up a letter of 
instructions that describes the funeral 
you want, offers an overview of your 
assets, tells where key documents 
are located and details who should 
get your personal effects. Often, the 
biggest family fights aren’t over the 
most valuable assets, but over those 
with the greatest sentimental value. 
One warning: A letter of instructions 
shouldn’t be considered a substitute 
for a will.

Also consider drawing up a living will, 
a health care power of attorney and 
a durable power of attorney. A living 
will specifies your wishes concerning 
life-prolonging medical procedures, a 
health care power of attorney names 
somebody to make medical decisions 
on your behalf and a durable power of 
attorney appoints somebody to make 
financial decisions for you should you 
become incapacitated.

PRESENTING PRESENTS

Even if you aren’t super-wealthy,  
you probably have family members  
or charities you would like to help.  
To that end, try two strategies.

“Often, the biggest family fights 
aren’t over the most valuable 
assets, but over those with the 
greatest sentimental value.”
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Estate Planning: Why Having a Will Isn’t Enough
To many folks, estate planning means getting a will and dodging estate taxes — and that’s a problem. Yes, 
everybody should have a will. Yes, federal estate taxes can pack a punch.

But the reality is, what will happen to many of your assets doesn’t hinge on what your will says. Meanwhile, 
2008 statistics from the Internal Revenue Service suggest that 99% of folks who died when the federal estate-
tax exemption was $2 million didn’t have to pay federal estate taxes (though their estate may have been taxable 
at the state level).

So what should you worry about? Here are a few things to bear in mind next time you visit your estate-planning 
attorney.



PAPER CHASE

•  Find an attorney at www.
findlegalhelp.org.

•  Put together your own legal 
documents at www.legacywriter.
com or www.legalzoom.com.

•   Read about the virtues of different 
retirement accounts at www.
fairmark.com.

ESTATE PLANNING: WHY HAVING A WILL ISN’T ENOUGH continued
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Citi Personal Wealth Management 
is committed to your long-term 
financial success. You can expect 
professional advice tailored to your 
needs, convenient access to Citi’s 
global resources, and a broad range 
of diverse investment products. 

First, consider making gifts during your 
lifetime. This is possibly the cheapest 
and most overlooked estate-planning 
technique. Each year, you are allowed 
to give up to $13,000 to another person 
without worrying about the gift tax.

To be sure, you shouldn’t give 
away that sort of sum if you think 
you’ll need the money for your own 
retirement. But if you can afford to 
make annual gifts, you will shrink your 
estate, which will be a smart move if 
your estate turns out to be taxable. 
By making gifts while you’re still alive, 
you will also get to see your kids enjoy 
the money. Meanwhile, if you give 
assets to charity, you can likely take 
an immediate tax deduction.

ENRICHING HEIRS

That brings us to the second strategy: 
Think carefully about which assets you 
hang on to, with a view to bequeathing 
them to your heirs. For instance, Roth 
individual retirement accounts make 

a great inheritance. After your death, 
your beneficiaries will be required to 
draw down your Roth IRA over their 
lifetime (unless you leave your Roth to 
your spouse, in which case there are 
no required minimum distributions). 
Still, if they are careful, they could 
squeeze years of tax-free growth out 
of the account.

While not as attractive, an inherited 
regular IRA can also make a fine 
inheritance. Withdrawals will be taxed 
as ordinary income, unlike the tax-free 
withdrawals from a Roth. But if your 
heirs are modest with their annual 
withdrawals, they could tease years 
of extra tax-deferred growth from the 
inherited IRA.

If you’re retired and still have a life 
insurance policy, consider keeping 
the policy and leaving it to your heirs. 
Life insurance proceeds payable to a 
named beneficiary are usually exempt 
from income taxes.

Finally, if your regular taxable account 
includes stocks or mutual funds with 
big unrealized capital gains, you might 
also hold on to these investments and 
bequeath them to your heirs. When you 
die, the cost basis of these stocks and 
stock funds may be stepped up to the 
current market value, thus eliminating 
the embedded capital-gains tax bill. 
One warning: Hanging on to highly 
appreciated assets can be a risky 
strategy if it means keeping a big chunk 
of your wealth in one or two stocks.


