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FOREWORD

Technically, Estate Planning encompasses the process of accumulation, conservation, 
and distribution of an estate in the manner that most efficiently and effectively 
accomplishes the client’s goals. In short, almost everyone has some estate and every 
one of those estates are planned – either by the dictates of state law or by a person or 
couple who takes deliberate and conscious control of the process. 

But money and assets are not the whole story. Estate planning is very much about 
people, the accomplishment of their dreams and hopes, and the vanquishing of their 
fears. In fact, the “people problems” are every bit as—if not more so—challenging than 
the technical tax and other legal aspects. This is why the subject of estate planning is 
so very important. 

Practitioner-educators Carolynn Tomin and Colleen Carcone are uniquely qualified to 
guide you through your first look at this intellectually, psychologically, and financially 
rewarding field. They have succeeded in taking a highly complex and astoundingly 
broad body of information and distilling it into an organized, clear, crisp, and concise 
tool to help you quickly master the basic concepts. Each term of art is both defined 
and illustrated by examples. Carolynn and Colleen have provided you with a Rosetta 
stone to the language of estate planning.

Look at the contents of this book as a door to a mansion filled with fine art. Walk in 
and wander through the rooms and you will be awed by the treasure that you will 
find – not just to enrich others’ lives, but also to enrich your own and your family’s. 

Stephan R. Leimberg 
April 2015

FOURTH EDITION

Since we wrote the first edition of this book in 2012, we have seen new legislation 
implemented in the form of the American Taxpayer Relief Act of 2012 (ATRA) and the 
Tax Cuts and Jobs Act of 2017 that has vastly changed the estate planning landscape. 
There has been a doubling of the federal estate tax exemption amount, allowing many 
to focus less on estate tax planning and more on ensuring their objectives are met. 

Principles of Estate Planning, Fourth Edition reflects the very latest tax code laws, rates, 
and exemptions enacted with the Tax Cuts and Jobs Act. We have also updated the text 
to reflect other changes that are relevant to estate planning professionals. This includes 
a thoughtful analysis of the income tax considerations that may come into play when 
developing a client’s estate plan. These changes are important from a “nuts and bolts” 
perspective, but they also remind us that the practice of estate planning involves more 
than just estate taxes. Estate planning is about helping your clients take stock of what 
they have accomplished and decide what kind of legacy they will leave behind for 
those that they care about.   We hope you will find this updated version of the first 
edition most useful in understanding the comprehensive subject of Estate Planning. 

Carolynn B. Tomin, CFP® 
Colleen Carcone, JD, CFP® 
July 25, 2022
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PREFACE

Throughout our many years of experience in teaching estate planning, we recognized 
the need for a textbook that would assist students in learning the complex principles 
and techniques of estate planning. We observed that students were easily confused 
by certain legal terms and tax concepts and that they struggled to understand some 
of the more advanced estate planning strategies they were expected to know. This led 
us to continually search for effective teaching methods and materials that would help 
students understand these difficult estate planning topics. Over time, and through 
experience, we developed better teaching practices and materials that have helped 
our students with their studies. We decided to share our format, the organization of 
our materials, and the many client situations and practitioner tips we developed with 
students and instructors whom we hope will benefit from our work. 

The Importance of Learning Estate Planning

Sometimes, a student wonders why he or she needs to learn estate planning when 
a licensed attorney is the only professional who has the authority to practice law 
and provide comprehensive estate planning for clients. We explain that estate 
planning involves the coordination of expertise and special skills of all members of 
the client’s estate planning team, which often includes financial planners and other 
financial advisors. Planners must recognize clients’ estate planning issues and should 
understand how alternative solutions can affect a client’s overall financial plan. 
Every member of the estate planning team is obligated to be aware of the tools and 
techniques of estate planning, to understand their limitations as well as their problem-
solving potential, and to be knowledgeable enough to discuss them in general terms 
with clients and their other advisors.

It is important for students to understand that estate planning knowledge can add 
tremendous value to a client’s life and also to a client relationship. A former student, 
Thomas C. Schwab CFP® of Santa Fe, New Mexico, contributed this explanation:

“In many client engagements, I have found estate planning knowledge and the ability 
to make meaningful contributions to a client’s estate planning the most significant 
aspect of the relationship. This area of knowledge often sets CFP® practitioners apart 
from other financial advisors, creating opportunities to engage and collaborate with 
the other important professionals in the client’s life. It also demonstrates to our clients 
that we are committed to helping them manage and find solutions to often complex 
intergenerational issues that touch upon their hopes, desires, and values. Because 
estate planning usually integrates fundamental aspects of our other areas of expertise, 
such as tax planning, investment planning, and insurance planning, it also creates 
an opportunity to organize the many pieces of the planning puzzle together with the 
client into a coherent, comprehensive plan. 

“Estate planning inevitably touches upon many (sometimes deeply charged) 
emotional areas of the client’s life--their family relationships, their charitable motives, 
their wish to leave a legacy, and their acceptance of their own mortality. Therefore a 
CFP® practitioner who is skilled in estate planning knowledge can forge a deep and 
intensely meaningful professional relationship with clients and their families. In my 
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practice, it is not at all unusual for clients to express deep gratitude for the sensitive 
handling of all of these issues. 

“Clients are often surprised, having initially contacted me for investment advice, 
that there is so much more that a knowledgeable CFP® practitioner can contribute 
to their overall planning. Some clients report feeling immense relief, confidence, 
and peace of mind that this area of their planning has been addressed thoughtfully 
and comprehensively. In the process, I often get to know the client’s children and 
grandchildren and this is a source of enrichment for me and for my clients. In some 
cases, I am treated as a trusted member of the family. All of this makes a solid 
grounding in estate planning not only a necessity, but it also creates opportunities 
for truly intellectually and emotionally stimulating experiences in financial planning 
that can be life changing for my clients and for myself. I have no doubt that this has 
contributed to my being considered a trusted member of the professional community 
and, through word of mouth, has brought many new clients into my practice.”

Unique Features of Principles of Estate Planning

Principles of Estate Planning is written specifically for estate planning students and 
financial planning practitioners, as well as other advisors who want to provide greater 
value for their clients by offering more comprehensive financial planning services. 

This textbook is, in essence, a practitioner’s guide to estate planning. The topics covered 
in this book include all of the CFP® Certification Examination Principle Topics and 
subtopics related to estate planning at the highest academic level. Our objective is not 
only to explain the topics in great detail, but to emphasize their practical application 
in planning situations and in the context of a comprehensive financial plan. Each 
topic is broken down into smaller components and illustrated with client situations to 
reinforce the concepts and facilitate the student’s learning experience. 

Learning objectives are provided for each chapter. They emphasize the most important 
information that students need to know. Chapter learning objectives have specific 
learning outcomes linked directly to CFP Board principal topics. Students should test 
their understanding of chapter material by using the learning objectives as academic 
benchmarks in their studies. Many of the learning objectives are taken from the CFP 
Board resource document Student Centered Learning Objectives based upon CFP Board 
Principal Topics.

Client situations are interspersed throughout the book and are intended to demonstrate 
how topic information is applied to financial planning and estate planning situations. 
Students often find that topic content is difficult to understand, but when an explanation 
is combined with a client situation, the material is better understood. Client situations 
in this book are not necessarily based on real-life examples, but they can be applied to 
real-life planning situations.

Practitioner tips are included throughout the textbook because they provide advice and 
practical guidance to students and financial planning practitioners when working with 
clients. We want our readers to understand how the information is used in practice 
and have emphasized points that a practitioner would want to know.

v
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Chapter highlights emphasize the most important material presented in the chapter 
and are included at the end of each chapter. Students must have a thorough 
understanding of the information presented here and can use this feature as a 
summary and a review of chapter information. 

Key terms are bolded throughout the text and are listed in alphabetical order at the 
end of each chapter. The meaning of these terms can be found in the context of the 
chapter material, and definitions can be found in the glossary.

Review questions are the last component of each chapter and are intended to test 
a student’s knowledge of the chapter information. We encourage students to 
test themselves on the questions provided, because practice questions will help 
students understand the material better. The answers are provided in Appendix A, 
located in the back of the book, so that students can read an explanation of the 
correct answer and understand why other answer options are incorrect.

Finally, for simplicity’s sake, we have opted to use the pronoun “he” in this book 
to represent all genders.

We believe that the format and structure of our textbook will allow students to 
learn not only the estate planning concepts essential for practitioners to know, 
but will provide them with an understanding of how these concepts work in the 
real world of financial planning. We are proud of this textbook and hope that our 
readers will be educated and enlightened by it.

With best wishes for your professional success,

Carolynn B. Tomin, CFP® 

Colleen Carcone, JD, CFP®

July 25, 2022

vi
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Learning Objectives 
After studying the text, you should be able to meet the following learning objectives for this course: 

Chapter 1 Introduction to Estate Planning 
• Recognize the importance of estate planning and what it can accomplish.

• Identify the unauthorized practice of law.

• Identify the financial planning practitioner’s role and responsibilities in the estate
planning process.

• List fiduciary duties and identify the parties that would be subject to them.

Chapter 2 Property Interests 
• Compare and contrast the most common forms of property ownership and how they

affect the gross estate, the probate estate, marital deductions, and step-up in basis.

• Understand the implications of how property ownership affects the manner in which
assets will be distributed at a decedent’s death.

Chapter 3 Community Property 
• Identify the types of property that are community property interests and those that

are not.

• Understand the implications of moving from a community property state to a non-
community property state and vice versa.

Chapter 4 Methods of Property Transfer at Death 
• Understand the characteristics and consequences of using alternative methods of

transferring property at death, including contracts, trusts, and property passing by
operation of law.

• Select the most appropriate property transfer mechanism for a client’s situation.

Chapter 5 The Probate Process 
• Understand the probate process, its advantages, disadvantages, and costs.

• Know the various ways to avoid probate.

• Recognize the implications of ancillary probate.

Chapter 6 Wills 
• Identify the types of wills and the manner in which assets will pass per the terms of

a will.



x 

• Understand the legal requirements of a will.

• Understand the manner in which a will can be modified or revoked.

Chapter 7 Incapacity Planning 
• Identify the different documents that provide for incapacity planning.

• Compare the different types of powers of attorney.

• Know the provisions that should be contained in a power of attorney.

• Recognize the importance of coordinating special needs trust planning with available
government benefits.

• Understand the need to coordinate Medicaid planning with state law.

Chapter 8 Trusts 
• Define and describe the uses of the four types of trusts, including revocable,

irrevocable, inter-vivos, and testamentary.

• Know the basic components of trusts, including identifying the parties to a trust.

• Identify and explain the operating terms of a trust and the dispositive provisions of a
trust.

Chapter 9 Income Taxation of Trusts, Estates, and Beneficiaries 
• Recognize the income tax consequences of simple versus complex trusts.

• Identify a grantor trust.

• Describe the tax consequences for both the decedent and heir/beneficiary for income
included in a decedent’s gross estate and/or final income tax return.

• Calculate the IRD deduction for one or more sources.

Chapter 10 Gifting Strategies 
• Recognize the tax and non-tax advantages of gifting.

• Identify the best property interests to gift, according to a client’s objectives.

• Know the purpose and nature of the gift tax law.

• Recognize when a completed transfer has occurred.

Chapter 11 Gift Tax Calculation 
• Identify exempt gifts.

• Calculate taxable gifts.

• Calculate the current year’s gift tax liability.
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• Calculate the amount of unified credit that remains after a taxable gift is made.

• Recognize that taxable gifts are reported as adjusted taxable gifts on the estate tax
return.

Chapter 12 Gifts to Minors 
• Know the tax advantages of making lifetime gifts to minors.

• Understand the similarities and differences between a UGMA account and a UTMA
account.

• Identify the income tax-shifting strategies available for families.

Chapter 13 The Gross Estate 
• Know property included in a decedent’s estate.

• Identify which separately owned property interests are included in a decedent’s gross
estate.

Chapter 14 Estate Tax Calculation 
• Identify which deductions may be taken from the gross estate.

• Determine which credits are available to a decedent to reduce the estate tax.

• Demonstrate how to compute an estate tax for different client situations.

Chapter 15 The Marital Deduction 
• Understand the appropriate use of the marital deduction for estate planning

purposes.

• Define the requirements for a qualified transfer.

• Determine the amount of a marital deduction for all property interests included in a
decedent spouse’s estate.

• Know the requirements of a qualified domestic trust.

Chapter 16 Marital Trusts 
• Describe the tax and nontax characteristics of the bypass trust.

• Evaluate when a particular marital trust should be used to meet clients’ estate
planning objectives.

• Know the relationship between the marital deduction and the qualified terminable
interest property trust.

• Determine when estate equalization should be used to minimize tax on a couple’s
combined estates.
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• Know the benefits and disadvantages of portability.

Chapter 17 Charitable Transfers 
• Know the income, gift, and estate tax consequences of charitable transfers.

• Identify and select the various charitable transfer vehicles that are appropriate for a
client based on current and future income needs and tax advantages.

• Understand the differences between charitable remainder trusts and a charitable lead
trust.

Chapter 18 State Death Tax Deduction 
• Understand the difference between the state death tax deduction and the state death

tax credit.

• Know the differences between a sponge tax, inheritance tax, and estate tax at the
state level.

Chapter 19 Generation-Skipping Transfer Tax 
• Identify the circumstances that trigger the generation-skipping transfer (GST) tax.

• Know when an annual exclusion applies to a gift made to a skip person or a skip
person trust.

• Recognize how the GST exemption is allocated to different transfers to reduce or
eliminate the GST tax.

• Calculate the federal GST tax on a lifetime gift and on a bequest.

Chapter 20 Powers of Appointment 
• Distinguish general powers of appointments from special powers.

• Understand the gift and estate tax implications of powers of appointment.

• Understand how Crummey powers affect gift and estate taxes for grantors and trust
beneficiaries.

Chapter 21 Life Insurance Planning 
• Identify the most appropriate types of insurance policies to meet specific client

objectives.

• Evaluate the estate, probate, and gift tax consequences of owning and transferring a
life insurance policy.

Chapter 22 Irrevocable Life Insurance Trusts 
• Know and contrast the characteristics and tax aspects of a funded ILIT with an

unfunded ILIT.
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• Recognize the advantages and tax implications of dynasty trusts.

Chapter 23 Estate Planning with Retirement Benefits 
• Understand the distribution options available to different classes of beneficiaries of

retirement plans.

• Recognize the income tax implications that a beneficiary faces upon receiving
retirement plan assets.

Chapter 24 Estate Freeze Strategies 
• Know when and how to apply the preferred stock recapitalization technique.

• Recognize the circumstances when a qualified interest trust is appropriate for clients.

• Evaluate the gift and estate tax ramifications of using GRITs, GRATs, GRUTs, and
QPRTs.

Chapter 25 Intra-family and Other Business Transfer Techniques 
• Compare and contrast the different types of business transfer techniques.

• Know the gift and estate tax implications of each business transfer technique.

• Recommend appropriate business transfer techniques such as installment sales,
private annuities, SCINs,

Chapter 26 Family Limited Partnerships and Limited Liability Companies 

• Family Limited Partnerships and Limited Liability Companies

• Evaluate how family limited partnerships and limited liability companies might apply
to a client’s situation.

• Understand gift and estate tax implications for FLPs and LLCs.

Chapter 27 Business Planning Strategies 
• Identify the different types of insurance policies and ownership arrangements

available to business owners and employees.

• Know the considerations involved in business succession planning.

• Understand the purpose and structure of business continuation agreements.

• Identify the various types of postmortem planning techniques available to business
owners and recognize when they can be implemented.

Chapter 28 Estate Planning for Non-traditional Relationships 
• Identify the impact of divorce and/or remarriage on an estate plan, including asset

titling and distribution, changes in beneficiary status, and selection of heirs.
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• Know how asset ownership, tax laws, and government policies affect estate planning
for same-sex or unmarried couples.

• Identify the legal documents, agreements, and trusts that benefit individuals in non-
traditional relationships.

Chapter 29 The Intersection of Income and Estate Planning 
• Describe client considerations for structuring a tax-efficient legacy.

• Compare the advantages and disadvantages of lifetime gifts to individuals and
charity.

• Identify the income tax effects of property gifted or bequeathed to individuals, trusts
and charity.

• Evaluate the income tax implications of portability; bypass trust planning and
qualified disclaimers.

Chapter 30 Common Estate Planning Considerations 
• Identify the types of trusts, techniques, and deductions that reduce the estate tax

base.
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