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LEGAL
n M a rtin is a n a ttorne y with O ’Donne ll,W e iss & M a tte i,P.C.,a nd a ne wspa pe r
istforThe M e rc ury,whic h g a ve pe rm ission forthisa rtic le to b e re printe d .

9,2014 Do notm issa n opportunityto
sa ve on e sta te ta x

e d e ra lEsta te Ta xha snotb e e n a n issue form a nype ople sinc e 2010.The e xc lusion,i.e .the a sse t
ond whic h fe d e ra le sta te ta xwould b e a sse sse d ,ha sb e e nc lim b ing sinc e 2001,re a c hing a pe a k in
rd e c e d e ntstha td ie d in 2010,the re w a sno fe d e ra le sta te ta xc olle c te d no m a tte rhow we a lthy

id ua lwa s.The n in 2011,the a m ounte xc lud e d w a sse ta t$5 m illion a nd a c onc e ptofporta b ility
urviving spouse w a s a d d e d ;how e ve r,the la w w a s se tto “sunse t” or g o a w a y in two ye a rs.
ste ppe d in a tthe la stm inute in 2013 a nd “sa ve d ” the e xe m ption a m ountof$5 m illion,a d juste d

r infla tion,a nd c ontinue d the porta b ility provision. Curre ntly (2014) the fe d e ra l e sta te ta x
nis$5.34 m illionfore a c h ind ivid ua l.

inc e only a re la tive ly sm a llportion ofm a rrie d c ouple s ow n a sse tsin e xc e ss of$10.68 m illion,
a nning ha s sim plifie d for m ostpe ople . Inste a d ofm ore c om plic a te d m a rita ld e d uc tion trusts
isc la im e rtrustsin W ills,m ore a nd m ore pe ople a re opting fora stra ig htforw a rd type ofe sta te
,e spe c ia llysinc e Pe nnsylva nia re sid e ntswhoa re m a rrie d d onotpa ya nySta te inhe rita nc e ta xon

ofthe firstspouse .W ha tm a nyc ouple sd o notc onsid e rhowe ve r,isw he n the firstspouse d ie s,
ifthe e sta te is not la rg e e noug h to trig g e r fe d e ra l e sta te ta x,the surviving spouse should

c a pturing the spousa lporta b ilityoption.

orta b ilitym e a nstha tthe surviving spouse c a n ta ke a d va nta g e ofa d e c e a se d spouse ’sunuse d ta x
n.Forinsta nc e ,ifthe husb a nd d ie sw ith a $2 m illione sta te ,itisnotne c e ssa ryforthe w ife tofile

le sta te ta x re turn or pa y a ny Pe nnsylva nia inhe rita nc e ta x. H ow e ve r,ifthe surviving spouse
pre se rve he r husb a nd ’s unuse d e xe m ption throug h porta b ility,she c a n the n a d d tha t($5.34
2014) tohe re xe m ption a m ountwhe n she d ie s,a nd pe rha psa void ha ving he rhe irspa yfe d e ra l

x (whic h c a n b e a shig h a s55 pe rc e nt).M a ny pe ople think tha tthisc onc e ptisrid ic ulous,sinc e
not se e e ve r ha ving m ore tha n $10 m illion. The future c a n b ring m a ny ple a sa nt surprise s
. Thissa m e wom a n m ig htc om e into a n inhe rita nc e ,w in the lotte ry,orse llla nd form ore tha n
m e d itw a s worth. Oil a nd g a s rig hts m ig htb e d isc ove re d a nd a le a se offe re d . Itis worth
ing the possib ilitytha tporta b ilitym ig htb e use fulsom e d a y.

n ord e rtota ke a d va nta g e ofspousa lporta b ilityin a fe d e ra le sta te ta xsitua tion,itisne c e ssa ryto
e ra le sta te ta xre turn (Form 706) w ithin nine m onthsofthe d a te ofyourspouse ’spa ssing .Ifthe
d form is file d in a tim e ly fa shion,you a re c onsid e re d to ha ve e le c te d to use your spouse ’s
xe m ption.Tha tm e a nstha tyou pote ntia llyprote c tove r$10 m illionforyourhe irs.Fa ilure tofile
e nine m onth pe riod ind ic a te stha tyou w a ive yourrig httopre se rve the unuse d e xe m ption.

he re a re m a ny thing sto think a b outupon the d e a th ofb e love d spouse .Thisa d d sone m ore to
utitc a n b e a va lua b le ste p to ta ke e ve n ifitse e m sunne c e ssa ry a tthe pre se nttim e . Ca llyour
tob e sure tha tyou a re ta king a llofthe ste pstoprote c tyourse lfa nd yourhe irs.
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