
Preparing to Die Well – Lesson 5 
Taxes, Wills and Living Trusts 

What it Means to “Die Well 
J.I. Packer said, “In every century until our own, Christians saw this life as preparation for eternity. 

Medievals, Puritans, and later evangelicals thought and wrote much about the art of dying well and urged 

that all of life should be seen as preparation for leaving it behind. This was not otiose [idle] morbidity, but 

realistic wisdom, since death really is the one certain fact of life. Acting the ostrich with regard to it is folly 

to the highest degree. Yet today it has become conventional to think as if we are all going to live in this 

world forever and to view every case of bereavement as a reason for doubting the goodness of God. We 

must all know, deep down, that this is ridiculous, but we do it all the same. And in doing it, we part 

company with the Bible, with historic Christianity, and with a basic principle of right living…  [and] no 

philosophy that cannot make sense of death can make sense of life either …” 

 

Downsize 
What can you do to become more content (Philippian 4:11) in your own life? 

First, consider downsizing and simplifying your lifestyle, especially if you live alone. Many people find that 

living in the same home they lived in while married and raising children is just too much. Leaving fewer 

possessions behind before you die will make it easier for both you now and your loved ones to take care 

of after you die.  Your family will have less to clean up and take care of.  So, consider: 

• Move to a smaller house or apartment 

• Donate unnecessary “stuff” to charitable organizations 

• Give away some inheritance items to children or loved ones before you die 

 

Taxes, Wills and Living Trusts 
Most of the following information has been lifted from “SmartAsset.com”.  In my opinion, it provides a 

clear explanation of most of these concepts.  But there are many other resources as well. 

 https://smartasset.com/estate-planning 

As with anything financial, general information, like that presented below, is general.  Each person and 

family is different, and different people have different financial needs and goals.  Find a good investment 

advisor or estate attorney. 

 

Gift and Inheritance Taxes 
Are gifts to friends and relatives a good way to disseminate your estate before you die? 

A gift is any transfer of money, assets or property to someone else while not expecting to receive 

something of equal or greater value in return.  For cash gifts, the value is the amount given. For houses, 

vehicles or other goods and services, the value is the fair-market value. 

An inheritance from a deceased’s estate is a type of gift and follows those same rules. 

In the state of Florida, there are no inheritance or gift taxes. The state abolished these taxes in 2004. 

https://smartasset.com/estate-planning
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The annual federal gift exemption for 2019 is $15,000 per person.  You may give up to this amount to each 

of any number of individuals without having to pay taxes.   

• For gifts that exceed the annual exemption, you as the giver (not the receiver) must report the 

gifts and pay any taxes that might be owed on IRS Form 709.  You can either pay the tax on the 

gift in the year you give it, or you can apply any amount in excess of the annual exemption to the 

reduction your lifetime gift exemption described below. 

The lifetime federal gift exemption for 2019 is $11.40 million.  Federal tax will be levied if the total value 

of the gifts or estate exceeds this lifetime exemption minus the accumulated amount over the annual 

exemptions described above. 

• For gifts or estates that exceed the lifetime exemption, the executor (of a will) or trustee (of a 

living trust) must report and pay any taxes that might be owed from the estate’s funds on IRS 

Form 706. 

 

Wills and Probate 
A will is a legal document detailing your last wishes, specifically those regarding the distribution of your 

possessions and the care of any minors. Wills can be individual or joint between spouses.  A will can 

contain several different directives, but it generally will include at least the following information: 

1. Names an executor (also called a personal representative or administrator), who is responsible 

for ensuring that all instructions are carried out per the deceased’s wishes. 

2. Names a list of beneficiaries, who are the people who will inherit the deceased’s property. You 

can choose to leave all your possessions to a spouse or child. Or, you can opt for a more 

complicated arrangement, like dividing all the money in your estate among various relatives and 

even leaving specific pieces of property to certain people. 

3. Provides details on how to pass the property to the beneficiaries. 

4. Designates guardian(s) for your minor children should both of you die. 

Probate is a legal process in which your estate is handled by the state probate court. After the court 

authenticates and validates your will, the executor will be appointed who will be responsible for paying 

any debts owed by your estate and distributing your assets to your heirs. Depending on how large your 

estate is and whether the validity of your will is disputed, probate can be a very time-consuming and 

expensive process. 

Florida, like many states, uses the Uniform Probate Code.  If you have a smaller or less complex estate, 

Florida offers a simplified probate process for certain estates worth less than $75,000. 

If you die without a will, you die intestate.  When you die intestate, the courts will determine who will 

receive your assets and how much they receive according to the laws in your state.  You (since you’re 

already dead), your friends, your relatives, your business partners, your church, your dog or your cat have 

no say in the matter except to possibly make their wishes known to the court.  The probate process in this 

case can also be both time-consuming and expensive. 

  



Preparing to Die Well – Lesson 5 
Taxes, Wills and Living Trusts 

There are several ways to create a will.  In order of increasing cost, these include: 

1. Simply write down what you want to happen to your estate in a free-form manner 

2. Use an online template that allows you to just fill in the blanks 

3. Buy and use a computer program to help you 

4. Or, use a law firm to create a will for more complicated estates 

You might want to use an estate lawyer if, for example: 

• You are dividing your assets among many beneficiaries 

• You have multiple homes with mortgages or lots of money tied up in investments 

• You want to disinherit a spouse or child  

• You’re worried that someone might challenge your will in court after you die 

In Florida, the signatures of two attesting witnesses are required to validate your will. Any person 

competent to be a witness in court may also be a witness on a will. The witnesses must sign in the presence 

of you (as the testator) and each other.  For a lawyer-drawn will, the lawyer and another member of the 

law firm will usually serve as your witnesses. 

For a self-drawn will, make sure that members of your family, close friends, your legal advisor, and/or 

your financial advisor know where you keep your most recent copy.  Shred or otherwise destroy all prior 

copies.  For a lawyer-drawn will, your legal firm will ordinarily maintain a copy. 

 

Living Trusts 

Living Trusts in General 
A living trust is a legal arrangement that allows you to grant control of certain assets to a trustee. You can 

act as your own trustee or you can appoint someone else to do so.  A living trust can be created for an 

individual or for a married couple.  It can be revocable or irrevocable as discussed further below. 

The grantor is the person who creates the trust. You may also see the terms trustor and trustmaker. All 

three words refer to the same person.  A living trust takes effect while the grantor is still alive and it 

continues after the grantor’s death, unless it includes a provision to terminate it on a specific date. 

The trustee is the individual responsible for managing the assets in the trust on behalf of the grantors. He 

or she is the person who handles administration of the trust – such as keeping track of income and tax 

returns. One thing that a grantor will do in the trust document is to name a successor trustee. This is the 

person who will manage the trust when the original trustee no longer can.  Typically, the grantor of a 

revocable living trust is also the trustee. 

A beneficiary is a person, organization or other entity that will receive assets from your trust after your 

death. 

Some of the different assets you can transfer to a living trust include real estate (including homes), cars, 

boats, bank accounts, antiques, jewelry, artwork, family heirlooms, stamp or coin collections, stocks, 

bonds, mutual funds and other securities. Depending on the type of asset you’re transferring, you may 

need to have new deeds or titles issued in the trust’s name. 



Preparing to Die Well – Lesson 5 
Taxes, Wills and Living Trusts 

Certain types of assets cannot be owned by a trust.  For example, you cannot transfer retirement accounts, 

401(k) accounts, IRA accounts, or life insurance policy into a living trust.  But you can name the trust as 

the beneficiary of these assets.  When you die, your benefits are automatically paid into the trust. 

There are several situations where having a living trust benefits you more than if only having a will. 

1. A living trust helps you avoid conservatorship if you become incapacitated and can’t manage your 

finances. Instead of the court appointing someone to oversee your finances, your trustee can 

continue to take care of them on your behalf. 

2. A living trust allows your beneficiaries to avoid probate after your death.  Transferring assets to a 

living trust makes them exempt from probate. 

3. A living trust helps you leave assets to minor children. Generally, if you bequeath assets to a minor 

child in your will, the court will appoint an adult to manage their inheritance for them. When they 

reach the age of majority, which is typically either 18 or 21 depending on the state, they take 

control of the assets at that time.  When you leave assets to a minor in a living trust, you can leave 

specific instructions with the trustee about how and when they can receive their inheritance. For 

example, you can include a provision that says they have to graduate college or reach a certain 

age before they can access their trust fund. 

To create a living trust, you will have to do most of your work upfront so that the dissemination of your 

estate will be easier down the road.  It is recommended that you use an estate planning attorney. 

1. Inventory your assets that you want to transfer into the trust as-is 

2. Inventory your assets that you want to transfer into the trust by re-titling 

3. Inventory your assets that you want to designate the trust as your beneficiary 

4. Determine who will inherit your assets (your beneficiaries) 

5. Determine who will act as your trustee (and successor trustee) 

6. Draw up the legal document 

7. Transfer property into the trust.  You may need to re-title, re-deed or update the beneficiary (to 

be the trust) for certain types of property 

8. Establish a pour-over will which will ensure that any assets that were not put into the trust 

originally will be placed into the trust upon your death 

 

Revocable Living Trusts 
A revocable living trust can only be created during the lifetime of the grantor(s). 

An amendment is executed whenever you make a significant change to the living trust’s provisions.  As 

grantor, you can change or cancel a revocable living trust’s provisions at any time.  Hence, the term 

“revocable” in its name.   

As grantor, you can change the trustee or successor trustee.  As trustee, you can add assets to or remove 

assets from a revocable living trust, and you can add or remove beneficiaries as you desire.  

The assets in a revocable living trust remain yours as grantor, and you will pay the federal taxes 

accordingly. The trust will use your own Social Security Number (SSN).  You pay taxes on any income from 

assets in the trust on your own IRS Form 1040 (individual) tax return. 
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Irrevocable Living Trusts 
After the last grantor of a revocable living trust dies, the trust automatically becomes an irrevocable living 

trust. The designated successor trustee automatically becomes the new trustee. 

An irrevocable living trust cannot be amended or terminated without the approval of everyone named in 

the trust. So, for example, if you want to remove a beneficiary from an irrevocable trust, that beneficiary 

needs to agree and sign off. The reason for this inflexibility is that as soon as the grantor signs the 

documents for an irrevocable living trust (or dies), he or she removes all ownership rights to the assets. 

The assets in an irrevocable living trust no longer belong to the grantor.  The trust must become its own 

legal entity (W-9), and the trustee must obtain a new Federal Employer’s Identification Number (FEIN) for 

the trust.  The trustee pays taxes on any income from assets in the trust on the trust’s own IRS Form 1041 

(estates and trusts) tax return. 

Obtaining this tax ID can be done online in a few minutes at the IRS’s website.  Follow the instructions for 

an “Irrevocable Living Trust.” 

 

Comparing Wills to Living Trusts 
There’s no hard-and-fast rule for determining who does or does not need a living trust. Generally, the size 

of your estate and whether you have dependents are two key considerations when deciding whether you 

need a living trust.  A will may be enough if you have a smaller or less complex estate worth less than 

$75,000 (see above). If you’re looking for some additional protection for your assets, setting up a trust 

may give you the financial peace of mind you’re looking for. 

There are downsides to living trusts. In general, living trusts are more complicated and costly to create 

than wills. SmartAsset.com states that it will usually be about $1,000 in Florida.  Living trusts also give 

family members a longer period to challenge the estate in court, possibly complicating matters after 

you’ve died. 

The following table summarizes some of the main features between living trusts and wills: 

Feature Living Trust Will 

Names beneficiaries Yes Yes 

Allows revisions Revocable Only Yes 

Avoids probate court Yes No 

Requires a notary Yes No 

Requires an attorney Recommended Recommended 
if complex 

Names guardians of children No Yes 

Names an executor No Yes 

Requires witnesses No Yes 

 


