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Uncle Sam 's Opt ions for  
Deal i ng w i th  the Estate Tax

1. Pay the Tax  ?  This is the option Uncle Sam wants 
you to choose and is the default option i f  you do not 
choose any of the other  f ive options. Upon the death 
of the second spouse, any amount over  and above the 
federal exemption amount w i l l  be taxed. This also is 
tr ue for  any amount over  and above the state 
exemption amounts of your  r esident state.  

2. Spend i t  Al l  ?  Spending dow n the estate by taking 
long vacations, buying more expensive car s, and 
eating out at fancy r estaurants are ways to avoid 
paying the estate tax. However , this option does not 
appeal to most people who have worked their  enti r e 
l ives to obtain the wealth they have. 

3. Gi f t  i t  to Char i t y ?  Gifting any amounts over  the 
cur rent exemption amount to a char i ty(ies) w i l l  
negate any federal estate tax. For  most of us, char i ty 
star ts at home and we would r ather  see those monies 
go to our  chi ldren and beneficiar ies.  

4. Gi f t  i t  to Benef i ciar i es ?  A gi f ting program 
proper ly implemented and adhered to is a great way 
to pass wealth dow n to beneficiar ies and out of the 
estate. However , the gi f ting program must have 
enough time to make an impact and w i l l  not be 
effective i f  i t is star ted late in l i fe. 

5. Advance Planning Techniques ?  There are over  
60 di f ferent estate planning techniques that can zero 
out estate taxes no matter  how  large the estate. These 
techniques, whi le effective, w i l l  add a level of 
complexi ty that many people simply do not want to 
deal w i th. 

6. I r r evocable Li fe Insur ance Tr ust  ?  The 
ir r evocable l i fe insurance tr ust or  ILIT is a special 
type of tr ust that holds and is the beneficiar y of a 
special type of insurance. This insurance inside this 
tr ust is guaranteed level premium, guaranteed 
benefi t, and can be placed on the l i fe of one spouse or  
both spouses. The payout from the policy is not estate 
taxable and can be used to pay the estate taxes. This 
option is the simplest and cleanest way to deal w i th 
the estate tax.

7. Move to a New State ?  Some states col lect estate 
taxes at the state level, so these taxes can be 
minimized or  completely avoided by moving to a state 
w ithout an estate tax. 
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