
Most people focus on who gets what. Far fewer stop to ask how those assets actually move after death. That
“how” is where families either experience a smooth transition or end up in a long, expensive probate process.

Bank accounts sit at the center of many estates. They pay final bills, cover funeral costs, and often hold a lifetime of
savings. If those accounts are not structured correctly, your executor may have to wait months, sometimes more
than a year, before anyone can touch the money. I have seen families front funeral expenses on credit cards while
a sizable account sat frozen in probate.

Using trusts, combined with the right beneficiary and account designations, is often the cleanest way to keep bank
accounts out of probate. It is not the only way, but done properly, it avoids court involvement, preserves privacy,
and gives your family access to funds when they actually need them.

This is the kind of planning an experienced estate planning attorney handles every day. Let us walk through how it
works in practice.

What probate is, and why your bank accounts get trapped there
Probate is the court process that verifies your will, appoints a personal representative, and authorizes that person
to collect assets, pay debts, and distribute what is left. When an account has no surviving co-owner, no pay-on-
death designation, and is in your individual name, the bank typically requires “letters” from the probate court
before releasing any funds.

Delays are common. In a straightforward estate, probate can take 6 to 12 months. Problematic assets, family
conflict, or tax issues can stretch that timeline to several years. Attorney fees, court costs, and executor
commissions reduce what eventually reaches your heirs.

Bank accounts are especially vulnerable because financial institutions are risk averse. If they release funds to the
wrong person, they can be liable. So they wait for a court order, even where the will is crystal clear. That is why we
focus so heavily on getting accounts to bypass probate entirely.

Which bank accounts avoid probate?
Several types of bank and investment accounts typically bypass probate as long as the paperwork is done
correctly. In my practice, I see these work well when clients understand the tradeoffs.

Accounts commonly structured to avoid probate include:

1. Accounts owned by a revocable living trust, where the trust is the legal owner and you are the trustee during
your life.

2. Accounts with a pay-on-death (POD) or transfer-on-death (TOD) designation to a named individual or trust.

3. Joint accounts with rights of survivorship, where a surviving co-owner automatically becomes the sole owner.

4. Retirement accounts such as IRAs or 401(k)s, when you name individuals or trusts as primary and contingent
beneficiaries.

5. Certain annuities or life insurance with properly completed beneficiary designations.

Each of these still needs to be coordinated with your broader plan. Joint accounts, for example, do avoid probate,
but they can create gift tax questions, expose assets to a co-owner’s creditors, or unintentionally disinherit other
children. That might be fast but not fair.



Trust ownership and POD/TOD designations tend to give more control and flexibility, which is why they feature
heavily in comprehensive estate planning.

What is comprehensive estate planning?
A lot of people think estate planning means signing a will and calling it a day. From an attorney’s perspective, that
is bare minimum and usually not sufficient.

Comprehensive estate planning looks at your entire financial and family landscape. It does not just ask who gets
what. It focuses on who manages things if you are disabled, how to reduce friction and taxes, how to handle long
term care risk, and how to structure assets like bank accounts so they avoid probate but still follow a coordinated
plan.

When I build a comprehensive plan, I typically address:

A revocable living trust or at least a will with clear backup provisions.

Powers of attorney for finances and health care.

Advance health care directives.

Beneficiary designations on life insurance, retirement accounts, and bank/investment accounts.

Strategies around tax exposure, business interests, special needs beneficiaries, and long term care.

Trust planning for bank accounts is only one piece of that puzzle, but it is an important one, because liquid cash is
what keeps the rest of the plan working in the first chaotic months after death or disability.

How a revocable living trust keeps bank accounts out of probate
The core idea is simple: probate is for assets you own in your individual name. If your revocable living trust owns
the account, and you name a successor trustee, the successor can step in without going through probate and
follow the instructions in the trust document.

Here is how it works in practice.

You sign a revocable living trust while you are alive and competent. You are usually the initial trustee and the
primary beneficiary. For tax purposes, you are still treated as the owner. You can change or revoke the trust, move
money in and out, switch banks, or close accounts. Day to day, it feels like any other account.

The critical piece is funding. That means re-titling your bank accounts from “John Smith” to “John Smith, Trustee of
the John Smith Revocable Trust dated [date]” or something similar. The bank will want a copy of the trust
certification, but not the full document.

When you die, the trust does not die with you. Your named successor trustee can present a death certificate and
trust documents to the bank, then access and manage the accounts according to the trust instructions. No
probate is required for those trust-owned accounts.

This is often the cleanest answer to the question, “Which bank accounts avoid probate?” Once properly retitled,
those accounts are trust assets, so the probate court does not control them.

Practical steps: moving bank accounts into your trust
Turning the concept into reality is where most people go wrong. They sign the trust but never move their assets,
leaving everything still in their individual name.



When I walk clients through this, I recommend a simple sequence:

1. Identify each bank, credit union, and investment account, and decide whether it should be in the trust,
designated POD/TOD to the trust, or kept in your name for a specific reason.

2. Contact each institution and request their specific form or process for re-titling the account to your revocable
trust or adding a POD/TOD designation naming the trust.

3. Confirm after the change that statements, online access, and checkbooks reflect the trust name or the correct
beneficiary designation.

4. Update your personal records or asset list so your successor trustee knows where all accounts are held.

5. Periodically review accounts after life events, bank mergers, or new account openings to ensure everything still
points to the trust.

Spending an afternoon or two on this step can save your family months of probate headaches later.

Using POD and TOD designations with or without a trust
Pay-on-death (POD) and transfer-on-death (TOD) designations let you name a person or a trust to receive the
funds directly at your death. The bank will release the money to the named recipient without probate, usually after
seeing a death certificate and ID.

This is useful when you have a simple plan and want to keep things as straightforward as possible. It is especially
common for smaller accounts or for people who are not ready to commit to a trust.

However, there are pitfalls. If you name one child as POD with the “understanding” they will share with siblings,
you have set up a high risk situation. Legally, those funds belong to the one child, and any sharing is purely
voluntary. That kind of informal arrangement is one of the most common inheritance mistakes I see, and it has
permanently damaged more than a few families.

When there is a trust in place, a good approach is often to name the trust as the POD/TOD beneficiary. The bank
account still avoids probate, but distributions happen under the consistent, written rules of your trust.

Is it better to leave a house in a will or trust?
Clients rarely think only about bank accounts. The house is usually the next big concern, especially among parents
who want to know the best way to leave your house to your children.

You can transfer real estate through a will, but that route almost always requires probate, since the deed is in your
individual name. That means delay and cost before the kids can sell, refinance, or move in.

Placing the house in a revocable living trust often works better. Your successor trustee can manage, sell, or
distribute the property without opening a probate file. It also allows for more nuanced instructions, such as letting
a child live there for a period, or delaying sale until the market improves.

There are other techniques, such as transfer-on-death deeds in states that recognize them, or joint ownership with
a child. Each carries its own risks: loss of control, exposure to a child’s creditors, gift tax implications, and a higher
chance of family conflict.

For many families, titling the house in a revocable trust while you are alive, then letting that trust govern who gets
it and when, strikes the best balance between control, flexibility, and probate avoidance.

Irrevocable trusts, Medicaid, and nursing home concerns



At some point, someone will ask in an appointment: “Can a nursing home take your house if it is in a trust?” The
honest answer is, it depends on what kind of trust, when it was created, and what state you live in.

A revocable trust generally does not protect assets from nursing home costs or Medicaid recovery. You still control
and benefit from those assets, so for eligibility purposes, they are treated as yours.

Irrevocable trusts are different. If properly drafted and funded, and if you give up control in a meaningful way,
assets in certain types of irrevocable trusts might be excluded from Medicaid resource calculations after a waiting
period. That is where the questions about the 5 year rule for irrevocable trusts and how to avoid the Medicaid 5
year lookback come from.

Medicaid’s five year lookback means that when you apply, the agency reviews transfers you made in the prior five
years. Gifts or transfers to some kinds of irrevocable trusts can trigger a penalty period during which Medicaid will
not pay for your care. There is no magic “Medicaid loophole” that lets you move assets at the last minute without
consequences. Anyone promising that is either careless or selling something.

People also hear about a 7 year rule for trusts. That is usually a reference to the United Kingdom’s inheritance tax
rules, where many transfers to trusts are looked at over a seven year window. In the United States, long-term care
planning generally focuses on the five year Medicaid lookback, not a seven year trust rule. An experienced local
attorney can explain which rules actually apply in your state.

So why use an irrevocable trust at all? Despite online claims that there are “only three reasons you Comprehensive
Estate Planning Attorney Near Me should have an irrevocable trust,” in practice the reasons overlap, but three big
themes do show up repeatedly in real cases: asset protection, advanced tax planning, and long term care /
Medicaid planning. The exact justification in your situation depends on your age, health, net worth, and state laws.
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There is a very real downside of putting your house in an irrevocable trust if it is done carelessly. You give up
control. Refinancing can become harder. You may have unintended income or property tax consequences. If
relationships sour with the trustee, changing course is complicated and sometimes impossible without court
involvement. That is why irrevocable trusts should never be a DIY project.

Core tax questions: inheritance amounts, the 5 by 5 rule, and gifting
Families often want to avoid both probate and unnecessary taxes. These are related but distinct goals.

When someone asks, “How much can you inherit from your parents without paying taxes?” the correct answer
heavily depends on jurisdiction. In the United States, as of recent years, the federal estate tax exemption has been
in the multi-million dollar range per person. Only a small percentage of estates pay federal estate tax. However, a
number of states impose their own estate or inheritance taxes, sometimes at much lower thresholds, and some tax
the recipient rather than the estate.

Income tax also plays a role. Traditional retirement accounts inherited by an adult child usually require required
minimum distributions under the 10 year rule in most cases, and those withdrawals are generally taxable to the
beneficiary. In contrast, a typical bank account or brokerage account gets a step Comprehensive Estate Planning
Attorney Near Me up in basis at death and is not itself taxable as income.

The 5 by 5 rule in estate planning often comes up with certain irrevocable trusts, such as those with “Crummey”
withdrawal powers. It refers to a right of a beneficiary to withdraw the greater of 5,000 dollars or 5 percent of the
trust principal each year. That right can affect whether assets are included in the beneficiary’s taxable estate and
how gifts to the trust are treated for tax purposes. This is a niche rule, but if you see “5 by 5” language in your
trust, you should understand its implications.

When parents want to support grown children during life, a common question is: what is the best way to gift
money to an adult child? Options range from direct gifts, to funding Roth IRAs or 529 plans, to loans documented
with promissory notes, to gifts into trusts with creditor and divorce protection. The right path depends on whether
the issue is simplicity, control, or protection from risk.

As with Medicaid planning, there is no single “loophole” that makes taxes disappear. Good planning focuses on
aligning your lifetime gifts, trust structures, and beneficiary designations with a clear understanding of federal and
state tax rules.

Who should you not name as a beneficiary?
Beneficiary designations are deceptively simple. One form at the bank can override a carefully drafted will or trust.
In practice, certain choices almost always create problems.

Common examples of people you generally should not name directly as a beneficiary include:

1. Minor children, because a court will need to appoint a guardian or conservator to manage the funds.

2. Individuals with disabilities who receive means tested benefits, since an outright inheritance can disrupt their
eligibility.

3. People with severe creditor problems, addictions, or unstable marriages, because lump sums tend to disappear
quickly or be claimed by others.

4. Former spouses, unless there is a clear legal or planning reason, as old designations sometimes linger after
divorce.
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5. “My estate” as a beneficiary of accounts that could otherwise bypass probate, since that funnels money back
into the probate process and can increase taxes or fees.

In each of these situations, a properly drafted trust can hold the inheritance, protect the recipient, and still honor
your overall wishes. That is one major reason trusts are so central to modern estate planning, especially where
children or complex family dynamics are involved.

What should not be included in a will or left to chance
A will is not the place for everything. Some assets and instructions either will not be effective in a will or can
actively cause trouble.

You typically should not rely on a will to transfer assets that pass by beneficiary designation, such as life insurance,
retirement accounts, or bank accounts with POD/TOD instructions. Those designations control, even if your will
says something different. The same is true for jointly owned property with rights of survivorship. The will only
governs what is in your individual name without other contractual arrangements.

You also should not use a will for detailed medical directions, private passwords, or complex digital access
instructions. Those belong in health care directives and separate digital asset documents, preferably accessible
before death.

Finally, a will is a public document once probated. Sensitive family matters, detailed business strategies, or
controversial decisions may be better handled in a private trust instrument rather than the probate file.

The real cost of an estate planning attorney
People sometimes search “How much does it cost to have an estate planning attorney?” and hope for a single
number. In reality, pricing reflects geography, complexity, and the attorney’s experience.

For a straightforward plan that includes a will, powers of attorney, and basic beneficiary coordination, many
attorneys charge a flat fee, often somewhere in the low to mid four figures in many parts of the United States. A
revocable living trust package, including deeds to transfer a home and coordinated beneficiary guidance, typically
costs more than a will-only plan, but not dramatically so, especially when you compare it to potential probate
expenses.

More complex situations, such as business succession planning, irrevocable trust design, tax driven strategies, or
Medicaid planning, can increase both the time involved and the legal fees. There are also regional differences: a
comprehensive plan in a large coastal city often costs more than the same work in a smaller town.

What matters more than the sticker price is value. A well designed trust plan that keeps your bank accounts,
house, and investments out of probate can save your heirs several times the attorney fee in court costs, delay, and
stress. A rushed or do it yourself plan that leaves most assets in your individual name often ends up being the
most expensive option in the long run.

Putting it all together: a coordinated, probate-resistant plan
Keeping bank accounts out of probate is not hard in isolation. You can add a POD designation or make your child
a joint owner in an afternoon. The challenge is making sure that decision does not undermine everything else you
want.



The best way to leave your house, your savings, and your investments to your children is rarely one single trick. It
is a coordinated plan that matches your assets, your family, and your risk tolerance. For many families, that means:

Using a revocable living trust as the central roadmap, with bank accounts titled in the trust or pointing to it via
POD/TOD designations.

Keeping the house out of probate through trust ownership or a carefully chosen deed strategy, while balancing tax
and control considerations.

Reserving irrevocable trusts for situations where you genuinely need asset protection, Medicaid planning, or
sophisticated tax planning, and only after understanding the loss of control and flexibility.

Aligning beneficiary designations so they support, rather than contradict, your written plan, especially for
vulnerable or high risk beneficiaries.

Reviewing the plan periodically, especially after major life changes, inheritances, or health events, and adjusting to
new laws or family realities.

When done thoughtfully, your bank accounts will bypass probate, your instructions will be followed, and your
family will navigate a difficult time with less friction and more clarity. That is the real goal of using trusts in estate
planning: not just clever legal structures, but a smoother path for the people you care about most.
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