Estate Planning Basics Most
Families Overlook Until It Is Too
Late

Key estate planning basics that require attention include updating beneficiary
designations and creating a durable power of attorney to manage financial decisions
when needed. Families should also establish healthcare directives and plan guardianship
for minor children so medical choices and child care responsibilities are clearly defined.
In addition, organizing legal records, considering a living trust to avoid probate delays,
and reviewing plans after major life changes help ensure the estate plan continues to
work as intended.

Have you considered which essential estate planning steps your family might be
missing? Many families focus only on writing a will, leaving critical legal and financial
protections unaddressed until a crisis exposes the gaps.

What Are the Two Most Important Purposes of
Estate Planning?

Estate planning protects your family from legal delay by focusing on a living_trust &
probate avoidance. A living trust places assets under trust ownership so they transfer to

heirs through a trustee instead of waiting for court approval during probate.

Estate planning also gives trusted people legal authority to act for you during illness or
injury. Clear instructions reduce conflict and protect family stability during stressful
transitions.

What Is More Powerful Than a Will?

A revocable living trust holds more power than a will in many estate plans. A will must
pass through probate court before heirs gain control of the property. A living trust allows
you to avoid the probate process and move assets to beneficiaries through a trustee.
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To create a trust:

¢ Sign a trust agreement that sets the rules for asset control.
¢ Name a trustee who manages the trust property.

e Transfer assets such as real estate or bank accounts into the trust name.

Estate Planning Basics to Prioritize

Proper planning involves more than preparing a will and naming heirs. Several key estate
planning basics families should address include:

Updating Beneficiary Designations on Financial Accounts

Ensuring the correct beneficiaries appear on your financial accounts is one of the most
important estate planning_tips for protecting how your money transfers after death. A
correct designation ensures funds reach the intended person without delay.

Several financial accounts allow you to name a beneficiary who receives the funds after
your death. Check the designation on accounts such as:

Retirement plans such as 401(k) or IRA

Life insurance policies

Bank accounts with payable on death instructions

Investment accounts with transfer-on-death registration

Creating a Durable Power of Attorney for Financial Decisions
A durable power of attorney gives a trusted person legal authority to manage your
finances if illness or injury prevents you from acting. Your agent can handle key
financial tasks such as:

* Access accounts

¢ Sign financial documents

¢ Handle payments

While a power of attorney allows someone to manage your finances during incapacity,
pairing it with a trust helps you capture the full living_trust benefits. Together, these tools

keep financial decisions in trusted hands and prevent delays that disrupt asset
management.
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Establishing a Healthcare Power of Attorney and an Advance
Medical Directive

A healthcare power of attorney names a trusted person who can make medical decisions
when an illness or injury removes your ability to speak for yourself. Your chosen agent
works with doctors and approves treatment based on your values and stated
preferences.

An advance medical directive records your medical wishes so doctors and your
healthcare agent know what care you want when you cannot speak. Clear written
instructions help guide treatment decisions during serious medical situations.

Planning for Guardianship of Minor Children

Planning guardianship for minor children ensures a trusted adult will raise your child if
death removes parental care. A court gains authority over custody decisions when you
leave no guardian choice in writing.

Parents name a guardian in their will so the court knows who they trust to raise their
child. The guardian then assumes legal responsibility for:

Daily care

Housing

Education

Medical decisions

Organizing and Documenting Important Financial and Legal
Records

Clear records help your family locate assets and legal documents during estate
administration. Missing paperwork slows settlement and forces relatives to search
banks, insurers, and courts for proof of ownership. Organized files also show which
assets fall under your living trust vs will, helping executors follow the correct legal
process.

Reviewing and Updating the Estate Plan After Major Life Changes

Major life changes can alter who you want to receive property or hold decision-making
authority. Review your estate plan after major events such as:

e Marriage



¢ Divorce
¢ Birth of a child

¢ Major asset purchases

Updated instructions ensure courts and executors follow your current wishes.

Frequently Asked Questions

What Assets Cannot Be Placed in a Trust?

Retirement accounts, such as a 407(k) or IRA, remain outside a trust because tax law
requires ownership to stay in your name. Other assets that should also remain outside
trust ownership include:

e Health savings accounts

¢ Medical savings accounts

e Social security benefits

What Is the Most Common Mistake in Estate Planning?
Procrastination often causes the largest gap in estate planning. Delays leave families
without clear legal authority during illness and without guidance on asset transfer after
death. Other planning errors also weaken protection, including:

e Assets left outside a trust

* Unclear asset ownership records

¢ Qutdated beneficiary designations

Do Heirs Pay Tax on Inherited Money?

Inherited money usually reaches heirs without federal income tax, but they must pay
tax on income produced by inherited assets after transfer. Separate from that, a federal
estate tax can apply to large estates, and the estate pays it before distributing assets to
heirs.

A few states charge an inheritance tax based on the heir’s relationship to the deceased.
States that impose this tax include:

e Kentucky



Maryland

Nebraska

New Jersey

Pennsylvania

Address Estate Planning Basics to Safeguard Your
Family

Paying attention to estate planning basics helps families protect assets and guide
important decisions when illness or death occurs. Important steps include updating
beneficiary designations, naming financial and healthcare agents, and planning
guardianship for minor children. You should also organize important records and review
documents after major life events.

Did you find this article helpful? If so, explore more guides on this site for practical
insights that support informed planning and stronger financial protection.



