
CASE STUDY 

Credit Shelter Trust

CLIENT PROFILE:  John and Mary Jenkins, are a married couple 

in their late 50s with two adult children. They have accumulated 

substantial wealth over the years, including real estate, investments, 

and retirement savings. Their primary goal is to preserve their assets 

and efficiently transfer them to their children while minimizing taxes.

CHALLENGE: The Jenkins’ face the challenge of navigating the 

complexities of estate taxes, which could significantly reduce the 

value of their estate. They want their children to receive the maximum 

inheritance possible without unnecessary tax burdens. Additionally, they 

wish to maintain financial security for the surviving spouse, should one 

of them pass away.

SOLUTION: John and Mary have been working with their Hightower 

advisor, Rachel, and an attorney that Rachel referred them to.  Together, 

they recommend the implementation of a Credit Shelter Trust (also 

known as a Bypass Trust) as part of the Jenkins’ estate plan. This 

trust allows each spouse to utilize their federal estate tax exemption, 

effectively doubling the amount that can be shielded from estate taxes.

Credit Shelter Trusts are created at the death of the first spouse. In addition to benefiting the surviving spouse and 

providing tax efficiency, a Credit Shelter Trust offers several other advantages:

01 ASSET PROTECTION: The trust can protect assets from creditors, lawsuits, and even remarriage 

of the surviving spouse, preserving them for future beneficiaries, typically children or other heirs.



03
PRESERVATION OF ESTATE TAX EXEMPTIONS: By using a Credit Shelter Trust, the first 

spouse’s estate tax exemption is preserved, and the assets placed in the trust are not included in the 

surviving spouse’s taxable estate, maximizing the use of both spouses’ exemptions.

CONCLUSION:  The Jenkins’ decision to utilize a Credit Shelter Trust became an effective strategy in 

addressing their estate planning challenges. By implementing this type of trust, they have successfully 

minimized potential estate taxes, thereby preserving a larger portion of their wealth for their children. 

Additionally, the trust provides financial security to the surviving spouse by allowing access to income and, 

under certain conditions, principal from the trust. This approach not only helps to maximize the inheritance for 

their children but also provides reassurance for the Jenkins family, knowing that their financial legacy is 

protected and efficiently managed.

HIGHTOWERTRUST.COM

The individuals mentioned are fictional and do not represent actual clients. Hightower Advisors, LLC is an SEC registered investment adviser. Securities are 
offered through Hightower Securities, LLC, Member FINRA/SIPC. Services provided by Hightower Trust Company. Trust and agency services are provided by 
Hightower Trust Company, National Association (“Hightower Trust Company, NA”). Retirement Plan Services are offered by Trust Company of Illinois (“TCI”), 
charted by the Illinois Department of Financial and Professional Regulation.  TCI is a wholly owned subsidiary of Hightower Holding, LLC. Certain individuals and 
entities in the State of Illinois may use TCI for Trust and Agency Services. Hightower Trust Company, NA is a wholly owned subsidiary of Hightower Holding, LLC, 
and an affiliate of Hightower Securities, LLC, Member FINRA/SIPC, and Hightower Advisors, LLC (“Adviser”), an SEC registered investment adviser.  Registration 
as an investment adviser does not imply a certain level of skill or training. Hightower Trust Company, NA delegates investment management authority to the 
Adviser. The Adviser receives an investment management fee that is part of the overall trustee fee that is charged by HighTower Trust Company, NA. All 
securities transactions are processed through registered brokers that are monitored by Hightower Trust Company, NA.   The Adviser may earn or accept “soft 
dollars” commissions on client related transactions in line with Adviser’s policies and procedures and within accepted safe harbor uses such as research services 
which is believed to benefit client portfolios.  Hightower Trust Company, NA, relies on Adviser for several administrative services and Adviser is reimbursed for 
actual costs and for services. This material is not intended or written to provide and should not be relied upon or used as a substitute for tax or legal advice. 
Information contained herein does not consider an individual’s or entity’s specific circumstances or applicable governing law, which may vary from jurisdiction to 
jurisdiction and be subject to change. Clients are urged to consult their tax or legal advisor for related questions. 11.08.24 CAS00091513

02
CONTROL OVER DISTRIBUTION: The trust allows the grantor to maintain control over how and 

when assets are distributed to beneficiaries, which can be particularly useful if the heirs are minors, 

have special needs, or may not be financially responsible.

04
GROWTH OUTSIDE OF TAXABLE ESTATE: Any appreciation in the value of the assets held in 

the Credit Shelter Trust after the first spouse’s death occurs outside of the surviving spouse’s 

estate, which can further reduce the taxable estate when the second spouse passes away.

05
FLEXIBILITY FOR THE SURVIVING SPOUSE: While the trust assets are protected from estate 

taxes and creditors, the surviving spouse can often benefit from the income generated by the trust, 

and sometimes even access principal for certain needs, depending on the terms of the trust.




