When people call my office after a parent dies, the first question often is not about grief or funeral bills. It is some

version of, “"Are we going to get hammered with taxes on this?”

Most of the time, the honest answer is: it depends on how well your parent planned ahead, and whether the
planning matched your state’s laws and tax rules. That is exactly where a local estate planning attorney earns their
keep.

This is not about elaborate tax tricks for the ultra-wealthy. It is about using ordinary legal tools correctly so that

your family keeps more of what you worked for, instead of losing it to unnecessary taxes, fees, and delays.

Why inherited assets create tax surprises

From the outside, “inheritance taxes” sound like one thing. In practice, several different tax systems collide at the

same time, and the rules vary sharply by state.
A local estate planning attorney spends most days sorting through these overlapping rules:

® Federal estate and gift tax

e State estate tax in some states

e State inheritance tax in a small number of states
® Income tax, especially on retirement accounts

® (Capital gains tax when inherited assets are sold

® Property tax reassessments in certain states

If you do not understand which of these actually affects your family, it is very easy to overpay, or to accidentally

trigger a tax you could have avoided with simple planning.

One common example: heirs cash out an inherited brokerage account immediately “to be safe,” without realizing
that the assets received a step up in basis at death. If those same heirs had understood how capital gains work on
inherited assets, they might have sold in a more tax-efficient way or held some investments instead of realizing

taxable gains all at once.

What “comprehensive estate planning” really means
People ask, “What is comprehensive estate planning, and do | really need it?"

Comprehensive planning means you are not just signing a will and hoping for the best. You are coordinating

documents, beneficiary designations, asset titles, and tax rules so they all point in the same direction.
A truly comprehensive plan usually addresses several layers:

First, who gets what. That is the obvious part: your will or trust, how you divide the house, accounts, and personal

property, and what timing or conditions you want.

Second, how it gets to them. That is where tax planning, probate avoidance, and creditor protection come in. This
involves choosing between a will and various trusts, using pay-on-death designations, and structuring inheritances

to avoid unnecessary income and capital gains tax.

Third, when it gets to them. Sometimes, the smartest decision is not to hand a large sum to an heir at age 18 or

21. Trusts can stagger distributions or protect an heir from a divorce, creditors, or their own bad habits.



Fourth, what happens if you become incapacitated. A complete plan includes powers of attorney, health care

directives, and often a living trust that allows someone to manage your assets without a court guardianship.

When you work with a local estate planning attorney, “comprehensive” also means your plan is adjusted for your
state's probate system, tax rules, and Medicaid rules. The same trust that is smart in Florida may be unnecessary

or even counterproductive in another state, and vice versa.

How much does it cost to have an estate planning attorney?

The blunt answer is that costs vary by region, complexity, and the lawyer’s experience. But you should have a

ballpark expectation before you start.

In many areas, a basic will-based plan for an individual might run from a few hundred dollars on the very low end
to around 1,500-2,000 dollars with a seasoned attorney. A more complete revocable trust-based plan for a
couple, including powers of attorney, health directives, and deed work, often falls somewhere in the 2,000-5,000

dollar range, sometimes more if there are complex tax or business issues.
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What jumps out after you have seen enough probate files is the cost of not planning correctly. It is very common
to see families spend 5,000-15,000 dollars or more in probate fees, extra taxes, and clean-up lawyer costs because
the parent tried to cobble together a plan with online forms or half-finished beneficiary designations. A modest

up-front fee for a thorough plan is usually cheaper than fixing mistakes later.

Good attorneys will tell you their fee structure up front, explain whether they charge flat fees or hourly rates, and

tell you what is and is not included. If someone cannot or will not answer, keep shopping.

Is it better to leave a house in a will or a trust?



This is one of the most common and important questions | hear.

If you leave your house in a will only, your executor typically must go through probate to transfer the property,
unless your state has a special simplified procedure. Probate means court filings, waiting periods, and public
records. The house might sit in limbo for months, and your heirs may have to maintain it and pay expenses

without clear authority.

A revocable living trust, properly funded, usually keeps the house out of probate. Title is held in the name of your
trust while you are alive. When you die, your successor trustee can transfer or sell the property without a court file

in most cases. This often saves both time and money, and it can also keep family affairs more private.

From a tax perspective, both a properly drafted will and a revocable trust can preserve the step up in basis for

capital gains purposes. So the main difference is not tax but administration and privacy.

For many families, the best way to leave your house to your children is through a revocable living trust that makes
clear who can live there, who can sell, and how proceeds are divided. That is especially important if you have one
child living in the house and others who live out of state. A vague will that simply states “I leave my house to my

kids" often sparks disputes when one child wants to sell and another does not.

Your local estate planning attorney can review your state’s transfer-on-death deed options, homestead laws, and
property tax rules and then recommend whether a trust, a special deed, or even joint tenancy is the most efficient

structure for you.

Irrevocable trusts, the 5-year rules, and Medicaid worries

Irrevocable trusts belong in a different category. They are powerful but not casual tools. Many people hear
snippets about them and ask, “What is the 5 year rule for irrevocable trusts?” or “How to avoid Medicaid 5 year

lookback?” and hope for a simple loophole.
Here are the key ideas.

The Medicaid 5-year lookback applies to gifts and transfers made for less than fair market value when you later
apply for long-term care Medicaid. If you move your house into an irrevocable trust to protect it from nursing
home costs, and you apply for Medicaid within 5 years, that transfer may trigger a penalty period. In other words,

Medicaid coverage for your nursing home care could be delayed.

That is why planning early is crucial. You cannot wait until you are already in the nursing home to safely use these

tools.

The phrase "What is the Medicaid loophole” floats around online, often in a misleading way. There is no magical
free pass. There are complex, legal strategies involving irrevocable trusts, spousal transfers, and exempt assets, but
they must be carefully planned with someone who understands your state’s Medicaid rules. Getting this wrong

can cost you benefits, your house, or both.

People also hear about a “7 year rule for trusts.” That term usually comes from the United Kingdom inheritance tax
system, not from US tax or Medicaid law. In the US, the more relevant timelines are the 5-year Medicaid lookback

and, in some tax contexts, various inclusion rules when you retain control or benefits from assets you gave away.

So, can a nursing home take your house if it is in a trust? Not in the literal sense. Nursing homes are private

providers, not government agencies. The questions that matter are:

* Whether your state's Medicaid agency will treat the house or trust as a countable resource

* Whether the state can assert an estate recovery claim after your death



If your house is in a properly drafted and seasoned irrevocable trust, and you do not retain disqualifying rights or
control, it may be harder for Medicaid to count that house as your asset or to recover against it after death. But a

poorly drafted trust, or one created too late, can be ignored or treated as if you never gave the house away.

A phrase you might see online is, “What are the only three reasons you should have an irrevocable trust?” It is a

catchy oversimplification, but it points to the main legitimate uses:

Asset protection and Medicaid planning. Placing assets beyond the reach of future creditors or long-term care

spend-down, with careful attention to lookback rules.

Estate tax planning. For very large estates that might exceed federal or state estate tax thresholds, irrevocable

trusts can remove growth from your taxable estate.

Special situations. This includes special needs trusts for disabled beneficiaries, or trusts used for life insurance,

charitable planning, or business succession.

These are not weekend projects. You want a local estate planning attorney who handles irrevocable trusts
regularly, has seen them tested in your state’s courts and Medicaid system, and will be honest about both the

protections and the limits.

The downside of putting your house in an irrevocable trust
The protections an irrevocable trust offers come with real trade-offs.

You give up control. Once the house is in an irrevocable trust, you generally cannot change your mind and take it

back. You usually cannot refinance easily, and you need your trustee’s cooperation to sell.

You can create tax or practical headaches if the trust is drafted poorly. For instance, if the trust is not designed to
preserve a step up in basis at your death, your children could face larger capital gains tax when they sell. In some
states, property Comprehensive Estate Planning Attorney Near Me tax exemptions or caps can be affected if you

do not structure the trust correctly.

You may unintentionally cut off options you might need later. | have seen people put their house in a rigid trust
too early, then want to downsize or move closer to children in another state. Unwinding or working around the

trust becomes expensive.

Irrevocable trusts are powerful when there is a clear reason and enough assets at stake. They are burdensome and
unnecessary when you are simply trying to avoid run-of-the-mill probate on a modest house. That is why a local
attorney will spend time asking about your health, family dynamics, and long-term plans before recommending

one.

Which bank accounts avoid probate?

A simple way to keep some assets out of probate and reduce taxes on inherited assets is to use titling and

beneficiary designations wisely.
In many states, these types of accounts or arrangements can avoid probate when set up properly:

1. Bank accounts with pay on death (POD) or transfer on death (TOD) designations
2. Joint accounts with right of survivorship, when used carefully
3. Certain brokerage accounts with TOD registrations

4. Retirement accounts with named individual beneficiaries
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5. Life insurance policies with current, individual beneficiaries

Each of these has pros and cons. For example, joint accounts are easy to set up but can expose your money to
your co-owner’s creditors or divorce. POD and TOD designations are generally safer, but they must be reviewed
and coordinated with your overall plan so that they do not accidentally disinherit someone or undermine what
your will or trust says.

Your attorney can walk through your current bank statements, ask who you intend to benefit, and retitle or add

designations in a way that shortens or avoids probate without creating conflicts or tax traps.

The most common inheritance mistake

People expect obscure tax code problems. In practice, the most common inheritance mistake is much more basic:

relying on a will alone while ignoring how assets are actually titled and what the beneficiary forms say.
| routinely see situations where:

The will leaves everything equally to three children, but the largest account still names only the oldest child as

beneficiary from 20 years ago. Legally, that account never touches the will.

A parent adds one child to the checking account “for convenience” without understanding that, in many states,

that child becomes the sole owner at death, no matter what the will says.
An ex-spouse is still the beneficiary of a retirement account because the form was never updated after a divorce.

You can write the best tax-efficient will or trust in your state, yet if the account and policy paperwork contradict it,
the paperwork wins. A competent estate planning attorney near you will treat those forms and titles as part of

your planning, not an afterthought.

Who should | not name as a beneficiary?
There are no universal rules, but certain beneficiaries consistently create problems.

Minor children generally should not be named directly on life insurance or retirement accounts. If they inherit
directly, a court guardianship is usually required, and the money may be turned over outright at 18. A trust for

their benefit is almost always safer and more flexible.

Beneficiaries with serious debt, addiction, or marital problems can lose an outright inheritance to creditors or

ex-spouses. A spendthrift trust with a responsible trustee can protect them from themselves and from others.

People on needs-based government benefits, such as certain disability programs, can lose eligibility if they inherit

directly. A special needs trust may be essential here.

In some situations, you might not want to name your estate as beneficiary of retirement accounts, because that
can limit tax deferral and accelerate taxable distributions. The rules around inherited IRAs have changed, so this is

an area where up-to-date local advice matters.

These are judgment calls, and they blend legal, tax, and family dynamics. A good attorney will walk through your

real-life concerns instead of just filling in names on a template.

What should not be included in a will



A will is not a dumping ground for every instruction you can think of. Certain things either do not belong there or

will not be effective there.

Assets with their own beneficiary designations, such as life insurance or retirement accounts, should reference your
will or trust indirectly, but the controlling document is the beneficiary form. You do not direct those assets in your

will unless they are payable to your estate or a trust created under your will.

Detailed funeral instructions can be helpful, but the will is often read after arrangements are underway. Many

attorneys recommend a separate letter or discussion with your family for time-sensitive wishes.

Items you do not own outright, such as property held in a trust, are generally not controlled by your will. They are

governed by the trust terms.

Conditions that are illegal or against public policy, such as provisions that encourage divorce, discrimination, or
other prohibited conduct, can be struck down by a court. This sometimes surfaces with poorly drafted “incentive”

clauses.

Your local attorney will help you separate what belongs in a will, what belongs in a trust, and what should be

handled through other documents or conversations.

Estate tax, “"How much can you inherit,” and capital gains

Many clients ask, “"How much can you inherit from your parents without paying taxes?” They are usually mixing up

three different questions:

Federal estate tax. Under current law in the United States, the federal estate tax only applies to estates above a
multi-million dollar threshold, and there is an unlimited marital deduction for transfers to a US citizen spouse. That
threshold is scheduled to change after 2025, and some states have their own, much lower, estate tax thresholds. A

local attorney can tell you whether you are anywhere near those levels in your state.

State inheritance tax. A small number of states impose tax on the recipient, not the estate, and the rate can
depend on your relationship to the person who died. Children may pay little or nothing, while more distant

relatives or unrelated beneficiaries may face higher tax.

Income and capital gains tax. Inheriting cash is usually not taxable income. However, distributions from inherited
traditional IRAs and similar retirement accounts are taxable to the recipient as income. Capital gains tax hits when
you sell inherited property for more than its tax basis, which is usually stepped up to the value at death. The plan
your attorney builds focuses heavily on preserving that step up and avoiding missteps that trigger unnecessary

income or capital Comprehensive Estate Planning Attorney Near Me gains tax.

Tax law changes. Rules are not frozen. A trust or will drafted 15 years ago for a high estate tax environment may
be clumsy or even harmful now. Periodic review with someone who tracks both federal changes and your state

legislature is not a luxury, it is maintenance.

The 5 by 5 rule in estate planning

The phrase “What is the 5 by 5 rule in estate planning” usually refers to a power of withdrawal given to a trust

beneficiary: the power to withdraw the greater of 5,000 dollars or 5 percent of the trust principal each year.

This kind of provision appears in certain irrevocable trusts to qualify gifts for the annual exclusion or to achieve
specific tax results. Done correctly, it can let a trust receive gifts without triggering immediate gift tax issues, while

still keeping the assets primarily in trust for long-term protection.
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Done poorly or in the wrong context, 5 by 5 withdrawal rights can pull trust assets back into a beneficiary’s taxable
estate or expose them to creditors. It is one of those technical areas where copying language from someone else’s

trust is a recipe for trouble.
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Most people do not need to understand every nuance of the 5 by 5 rule. What they need is an attorney who

knows when and why to use it, and when to avoid it altogether.

Gifting strategies: helping children now without hurting them later

Parents often ask two related questions: “What is the best way to gift money to an adult child?” and “Will that

cause tax or Medicaid problems later?”

For straight-forward situations, the annual exclusion gift is a useful tool. Under current law, you can give up to a
certain amount per recipient per year without using your lifetime gift and estate tax exemption. Couples can

effectively double this by each making gifts.
The best way to gift money to an adult child, though, depends on context:

If the child is financially responsible and has no major creditor or marital risk, an outright gift might be fine.
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If there is concern about divorce, business liability, or overspending, a gift in trust for the child's benefit can protect

the funds while still allowing them access.

If you may need long-term care within the Medicaid 5-year lookback, large gifts can backfire by triggering
penalties later. In that case, a local attorney who understands both tax and Medicaid implications should review

every significant transfer.

Do not forget that gifts can also affect future capital gains. Sometimes, it is better from a tax standpoint to let a
child inherit highly appreciated assets at death and receive a step up in basis, rather than gifting those assets

during life and transferring your low basis to them.

Again, there is no one-size answer. The right approach for a 40-year-old surgeon child in a high-liability profession

differs from the right approach for a teacher with modest means.

When an estate planning attorney near you makes the biggest
difference

Online forms cannot sit in your living room and ask what really worries you. They also cannot interpret your
state’s latest probate shortcuts, property tax quirks, or Medicaid policies. A local estate planning attorney listens,

then translates your goals into the specific tools that work where you live.
When you meet with one, you might bring a short checklist like this:

1. A list of all your major assets and how they are titled
2. Copies of existing wills, trusts, and beneficiary forms

3. Names and addresses of the people you trust to act as executor, trustee, or agent



4. A candid description of any family conflict, special needs, or addiction issues

5. Your questions about taxes, nursing home costs, and how you want to be remembered

The conversation that follows should not feel like filing out a government form. It should feel like strategy:

matching tools to your actual life.

The goal is not to dodge every hypothetical tax at all costs. The goal is to avoid unnecessary taxes and probate
headaches, protect your house and savings from foreseeable risks, and make sure your family does not have to
untangle a legal mess on top of grief.

Handled well, estate planning is less about documents and more about peace of mind. A capable estate planning
attorney near you is not just selling papers. They are helping you choreograph how your assets move, so that

when the time comes, they land exactly where you intend, with as little tax friction as the law allows.
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