You Knew The Federal Estate Tax Was Going To Go Away After 2010, Didn’t You?

But Did You Know That Many States Have Enacted Laws That Will Increase Estate Taxes Due Them?

The federal estate tax is set to disappear after 2010, but states are scheduled to lose their portion by 2005.  As of late December 2002, 11 states and the District of Columbia have enacted laws aimed at replacing those tax receipts.  More are expected in 2003!  These new state laws will boost the tax bill for some large estates.  Some that are exempt from federal estate taxes will still owe possibly large sums to states.

Most states have had estate taxes for years, but the amount was deducted from federal tax bills.  For example, if the federal tax on an estate was $1 million, and state tax was $200,000, the estate would owe $200,000 to the state and $800,000 to the IRS.  So while many executors filed state tax returns, it didn’t increase tax bills.

But the 2001 Tax Relief Act, which phases out the federal estate tax, also reduces the state tax credit by 25% a year, eliminating it by 2005.  That could cost states millions, which in turn could cost your client millions when these new state laws are enacted.  Make sure you client’s total estate tax bill is really eliminated.
You can provide great value to your client if you make sure that he and his advisors are aware of this important, but subtle change.  Wealthy families now will need to restructure estate plans to account for both federal and state estate taxes.  Also, please note that estate planning must be revised if your clients move to a new state.

For much of our 25 years, we have worked with our numerous carriers and have built a knowledge base and level of mutual trust that has resulted in providing solutions to our brokers that satisfy their clients.

There are methods available to high-net-worth clients that allow them to buy the needed insurance for death benefit protection, while not depleting working capital when paying premiums.  We have programs to preserve your client’s assets and insure that your client and his heirs do not suffer the financial disaster that may loom ahead due to the changes in state estate tax laws.
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