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Are Trusts Right For You? Part 2

As promised in our January newsletter, this month we will explain the five (5) 
standard forms of trusts, the benefits of each, and why one type of trust would 
be selected over another based on individual facts, circumstances, and needs.  
Before doing so, let’s review a few “trusty” basics from our January article (Part 
One)

  A trust may be a useful estate-planning tool for your family if you meet one 
of the following conditions:

•  A sizable amount of your assets is in real estate, a business or an art 
collection;

•  You want to leave your estate to your heirs in a way that is not directly 
and immediately payable to them upon your death. For example, you may 
want to stipulate that they receive their inheritance in three parts, or upon 
certain conditions being met, 
such as graduating from college;

•  You want to support your 
surviving spouse, but also want 
to ensure that the principal or 
remainder of your estate goes 
to your chosen heirs (e.g., your 
children from a first marriage) 
after your spouse dies;



•  You and your spouse want to maximize your estate-tax exemptions;

•  You have a disabled relative whom you would like to provide for without 
disqualifying him or her from Medicaid or other government assistance.

Among the chief advantages of trusts is that they are flexible, as 
demonstrated by the five standard forms of trusts which should be discussed with 
your estate-planning attorney. 

5 Standard Forms of Trusts

Credit-shelter trust: With a credit-shelter trust (also called a bypass or family 
trust), you write a will bequeathing an amount to the trust up to but not exceeding 
the estate-tax exemption. Then you pass the rest of your estate to your spouse 
tax-free. You also specify how you want the trust to be used -- for example, you 
may stipulate that income from the trust after you die goes to your niece and that 
when he or she dies, the principal will be distributed tax-free among your children 
or designees.

Since your spouse is also entitled to an estate-tax exemption, the two of you 
can effectively double (or more than double) that portion of your kids' inheritance 
that is shielded from estate taxes by using this strategy.

And there's an added bonus: Once money is placed in a bypass trust it is 
forever free of estate tax, even if it grows. So if your surviving spouse invests it 
wisely, he or she may add to your children's inheritance.  
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Of course, you can pass an amount equal to the estate-tax exemption directly to your kids 
when you die, but the reason for a bypass trust is to protect your spouse financially in the 
event he or she has need for income from the trust or in the event you think your children will 
squander their inheritance before the surviving parent dies.

Generation-skipping trust: A 
generation-skipping trust (also called a 
dynasty trust) allows you to transfer a 
substantial amount of money tax-free 
to beneficiaries who are at least two 
generations your junior -- typically your 
grandchildren.

You may specify that your children may 
receive income from the trust and even 
use its principal for almost anything that 
would benefit your grand kids, including 
health care, housing or tuition bills.

Beware, however. If you leave more than the exemption amount, the bequest will be 
subject to a generation-skipping transfer tax. This tax is separate from estate taxes, and is 
designed to stop wealthy seniors from funneling all their money to their grandchildren.

Qualified personal residence trust: A qualified personal residence trust (QPRT) can remove 
the value of your home or vacation dwelling from your estate and is particularly useful if your 
home is likely to appreciate in value.

A QPRT lets you give your home as a gift -- most commonly to your children -- while you 
keep control of it for a period that you stipulate, say 10 years. You may continue to live in the 
home and maintain full control of it during that time.

In valuing the gift, the IRS assumes your home is worth less than its present-day value 
since your children won't take possession of it for several years. (The longer the term of the 
trust, the less the value of the gift.)

Say you put a $675,000 home in a 10-year QPRT. The value of that gift in 10 years will be 
assumed to be less -- say, $400,000 -- based on IRS calculations that take into account current 
interest rates, your life expectancy and other factors. Even if the house appreciates in 10 years, 
the gift will still be valued at $400,000.
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Here's the catch: If you don't outlive the trust, the full market value of your house at the 
time of your death will be counted in your estate. In order for the trust to be valid, you must 
outlive it, and then either move out of your home or pay your children fair market rent to 
continue living there, Janko says. While that may not seem ideal, the upside is that the rent you 
pay will reduce your estate further.

Irrevocable life insurance trust: An irrevocable life insurance trust (ILIT) can remove your 
life insurance from your taxable estate, help pay estate costs, and provide your heirs with cash 
for a variety of purposes. To remove the policy from your estate, you surrender ownership 
rights or change beneficiaries. In return, the proceeds from the policy may be used to pay any 
estate costs after you die and provide your beneficiaries with tax-free income.

That can be useful in cases where you leave heirs an illiquid asset such as a business. The 
business might take a while to sell, and in the meantime your heirs will have to pay operating 
expenses. If they don't have cash on hand, they might have to have a fire sale just to meet the 
bills. But proceeds from an ILIT can help tide them over.

Qualified terminable interest property trust: If you're part of a family where there have 
been divorces, remarriages and stepchildren, you may want to direct your assets to particular 
relatives through a qualified terminable interest property (QTIP) trust.

Your surviving spouse will receive income from the trust, and the beneficiaries you specify 
(e.g., your children from a first marriage) will get the principal or remainder after your spouse 
dies. People typically use QTIP trusts to ensure that a fair portion of their wealth ultimately 
passes to their own children and not someone else's.

Money in a QTIP trust, unlike that in a bypass trust, is treated as part of the surviving 
spouse's estate and may be subject to estate tax. That's why you should create a bypass trust 
first, which shelters assets up to the estate-tax exemption, and then if you have assets left 
over you can put it in a QTIP.

With this kind of flexibility comes the need for competent, expert legal advise from 
someone who understands these documents and their effect inside and out.  Please feel free 
to call Hildebrand Law Firm for assistance.
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Our Amazing Clients

We are pleased to introduce the 
members of this western style club who 
mix social enjoyment  with exercise at 
locations in Ozaukee and Washington 
County. 

In January 1991 a dancing couple (who 
later moved to Jackson Tennessee!) began 
giving line dancing lessons near Kettle 
Moraine Lake. The club grew quickly and 
soon moved lessons to a larger facility in 
Kewaskum. The club now numbers over 
300 members with 50 or more turning 
out every Monday night for lessons and 
practice, and many more joining dance 

parties held on Sunday afternoons and Friday evenings.  The current home of the 
club is The Columbian in West Bend. Paul and Sharon Hergert and Karen Blazer 
currently teach the dances and provide the music at lessons.  Dance events 
usually feature live music or a DJ who knows the favorite dance tunes and always 
seeks requests from club members. Dry Gulch Music often provides music and 
hosts the Friday and Sunday dances at the Circle B in Grafton.

One of the wonderful benefits of membership is no application fee or dues! 
Just show up for lessons,  donate (less than $10) to the cause, and learn and 
practice your steps. Beginners are welcome!  Lessons are Monday nights 7 o’clock 
to 9:30pm when each week a new line dance or couples dance is taught. The 
following week is review and practice of the new dance. Some prefer line dancing 
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while others seek couples dances. Some do both! Of course, line dances are just 
that – several lines of solo dancers following the steps, turns, spins, scuffs, claps, 
and hand and arm movements synchronized with the group. Couple dancing is 
with a partner stepping and spinning as a group formed in a large circle. When 
not dancing there are plenty of folks to socialize with. It is remarkable how many 
successful marriages and lifelong friendships began in the Country Club Western 
Dancers. Jodie Weigel, a paralegal at our law firm, has been a Country Club 
dancer for nearly a decade!

The health and fitness benefits of country dancing are an accidental but very 
real side benefit of all the fun, laughter, and frolic. A night of dancing can burn 
200 to 400 calories and clock nine to ten thousand steps (as the President’s 
Council on Physical Fitness recommends.)  Even more so, because dancers react 
to calls as they are given, dancing strengthens bones, increases mental activity, 
and improves balance. 

www.countryclubdancers.com contains helpful info about country dancing 
including videos and written instructions on dance steps.

Some readers may shy away from dancing because they feel embarrassed 
when missteps occur. This is why Paul and Sharon begin each lesson teaching 
the basic steps of country dancing. It is part of the fun to laugh at yourself a little 
bit and the steps are not difficult and easy to remember. Each different dance is 
simply linking the chosen steps together, and those steps are called out by the 
dance leader making the dance easy to follow.

Each year with the excess donations made, a few members-only dances are 
held, usually around seasonal events and often urging folks to wear clothing or 
fun costumes befitting the theme. Join the fun on Mondays, Fridays, or  
Sundays whether you have partner or not. You will be sure to meet many friendly 
folks there!



What is Trust Administration?

Proper trust or estate 
administration involves collecting 
assets, ensuring necessary income 
and estate taxes are filed, and often 
providing accountings to estate and/
or trust beneficiaries. When a person 
passes away with a living trust, then 
a significant probate proceeding is 
typically not necessary. In that event, 
a trust administration is proper. 
However, if a person passes away 
with probate assets, probate will also 
be required.

If a person uses a revocable living trust as their primary testamentary 
planning document, that trust may have to be administered by someone else in 
the event that the grantor becomes incapacitated (in which case the successor 
trustee must step in and manage the trust for the grantor’s benefit). 

Alternatively, the living trust will need to be administered at the grantor’s 
death. Either way, a successor trustee is able to access funds quickly so that he 
or she can take over management of the incapacitated or deceased grantor’s 
assets without first getting approval from the court. In administering a trust, 
however, there may be requirements to provide notices to the parties, and there 
will always be certain procedures that must be followed to properly discharge the 
duties and obligations required by the trust. 

Our experienced specialists will carefully and efficiently proceed to 
collect assets, ensure accurate distributions are made, necessary income and 
fiduciary tax returns are filed, and accountings are provided to estate and trust 
beneficiaries.  So, although the court may not be involved in the process, it is 
essential to consult with a knowledgeable attorney, and sometimes to have him 
or her assist you in administering a loved ones’ trust.



Please plan on joining us for this insightful educational workshop to learn the 
essential aspects of a successful estate plan, and how to avoid the problems and 
stresses sometimes associated with estate planning.

Save The Date For An Educational Workshop

March  23 
Estate Planning Workshop – Cedarburg Senior Center

March 28 
Estate Planning Workshop - Port Washington Senior Club  (morning) 

April 4 
Estate Planning  and Life Planning (with Krause Funeral Homes)    
Hot House Tavern   Menomonee Falls

April 11 
Estate Planning Workshop - Port Washington Senior Club  (evening)

April 13 
Estate Planning Workshop– Grafton (Senior) Friendship Club

June 15 
Medicare and Medicaid Planning    Ozaukee County Senior Conference

Please register at www.hildebrandlawfirm.net/workshops  
or Contact Jodie at 414 409 7122 for details. 

CONTACT US

 414.409.7122

www.HildebrandLawFirm.net

7670 North Port Washington Rd
Fox Point, WI







ATTORNEY

MATT

KAPLAN

Hosted by 

BRINGS YOU

FEBRUARY
AT CIRCLE B

6261 HWY 60

CEDARBURG7PM - 1030PM Fea tu r ing

JODIE

WEIGEL

 FREE ADMISSION & SNACKS
FOR MORE INFORMATION CALL 414-409-7122

Circle B

FRIDAY 24

with Music by DRY GULCH






