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The combination of credit shelter and QTIP trusts is designed to make use of the applicable
credit amount of each spouse, while giving the first to die the power to choose who receives
his or her estate. The credit shelter trust is generally not taxed at either death. The survivor’s
and QTIP trusts are generally taxed when the surviving spouse dies.

1 The executor may choose to have the QTIP trust taxed at the death of the first spouse, or after surviving spouse dies.
2 Trust may be irrevocable if it is a general power of appointment trust or an estate trust.
3 The applicable exclusion amount is the dollar value of assets protected from federal estate tax by an individual's

applicable credit amount. It is scheduled to change as follows: $2,000,000 for 2006-2008; $3,500,000 for 2009, zero
federal estate tax for the year 2010; and $1,000,000 for 2011 and thereafter (unless permanently repealed or otherwise
modified).
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<First to Die>
Dies

Trust A
Survivor’s Trust

(all assets belonging
to surviving spouse)

- Revocable2 -
<Survivor>

Gets

 All income

 All principal

 Right to amend

 Unlimited power to
appoint principal to
anyone

Trust B
Credit Shelter Trust

(up to $2,000,0003)

- Irrevocable -
<Survivor>

Can Have

 All income

 Principal for health,
support and
maintenance

 Limited power to
appoint principal
among heirs

Trust C
Marital QTIP Trust

(balance of the
decedent’s assets)

- Irrevocable -
<Survivor>
Must Receive

 All income

 Any distribution of
principal during
lifetime

 Survivor may have
power to appoint
assets at death

Tax on
Assets Over
$2,000,000
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Generally Taxed
With Assets in

Survivor’s Trust.

<Survivor>
Dies

Children’s Trust

 Assets can be held in this trust until the
children reach maturity.

 The trustee manages estate and distributes it to
children at specified ages.
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