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There is a federal estate tax that you should fully understand when you are 

engaged in your estate planning efforts. Most people do not pay the tax because 

there is a relatively high credit or exclusion. However, if you are exposed, you 

must implement tax efficiency strategies, because this tax carries a very hefty 40 

percent maximum rate. 

We have a federal estate tax credit or exclusion. This is the amount that you can 

transfer tax-free before the death tax would kick in. For the rest of 2015, the 

exact amount of the federal estate tax exclusion is $5.43 million. Each year there 

are adjustments to account for inflation, so you can expect to see a slightly 

higher figure year-by-year if the laws do not change. 
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You would be using a portion of your exclusion to leave a tax-free bequest to 

anyone other than your spouse. There is an unlimited marital estate tax 

deduction. This deduction 

allows you to transfer unlimited 

assets to your spouse free of 

taxation, as long as your 

spouse is a citizen of the 

United States. 

This citizenship requirement 

tells you something about the 

value of the marital deduction 

as an estate planning strategy. 

The tax man does not extend 

the marital deduction to non-

citizens because a surviving 

spouse who is a citizen of 

another country could return to 

that country with a tax-free 

inheritance. The IRS would 

never be in a position to collect 

anything. 

If you are married to an American citizen, and you leave your spouse a large tax-

free inheritance, this does not solve the estate tax problem, because your spouse 

would then be in possession of an estate that could be taxed. Even though there 
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is an unlimited marital deduction, you should discuss tax efficiency strategies 

with a licensed estate planning attorney if you face exposure. 

 

Getting back to a non-citizen spouse, there is an estate tax efficiency strategy 

that can be implemented if you are married to a citizen of another country. It 

would be possible to make your spouse the beneficiary of a qualified domestic 

trust. Your spouse could receive income from the trust's earnings throughout his 

or her life, and these distributions would not be subject to the estate tax. 

 

ESTATE TAX EXCLUSION PORTABILITY 

Since 2011, the estate tax exclusion has been portable between spouses. In an 

estate planning context, 

the term portability is used 

to describe the ability of a 

surviving spouse to use the 

estate tax exclusion that 

was allotted to his or her 

deceased spouse. Using 

the figure that is in place 

during the current calendar 

year, a surviving spouse 

would have a total exclusion of $10.86 million. 
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However, portability is not automatically granted by the Internal Revenue 

Service. You have to opt for portability, and this is done through the filing of IRS 

Form 706. The form must be submitted within six months of the passing of the 

decedent in question, but you can ask the IRS to grant you an extension if you 

need one. 

 

FEDERAL GIFT TAX 

In addition to the federal estate tax, there is also a federal gift tax. This tax 

exists to stop people from giving lifetime gifts in an effort to avoid the death tax. 

We touched upon the $5.43 million exclusion previously. The exclusion is a 

unified exclusion, because the estate tax and the gift tax are unified. It applies to 

gifts that you give while you 

are living along with the estate 

that you are passing along to 

your heirs. 

 

The unlimited marital 

deduction also applies to 

lifetime gift giving. You can 

give your citizen spouse any 

amount of money and/or property while you are alive free of the gift tax. 
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SUMMARY 

There are taxes on large asset transfers in the United States. We have a federal 

estate tax, and we also have a 

federal gift tax. These two 

taxes are unified under the tax 

code. 

There is an unlimited marital 

gift and estate tax deduction. If 

you are married to an American 

citizen, you can transfer 

unlimited assets to your spouse 

free of federal transfer taxes. 

When it comes to transfers to 

others, there is a $5.43 million 

exclusion. This is the amount 

that you can transfer before 

transfer taxes would become 

applicable. 

There are steps that you can 

take to preserve your wealth if you are exposed to federal transfer taxes. To 

explore your options, schedule a consultation with a licensed estate planning 

attorney. 
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German defines the mission statement for German Law 

Group, PC, as "Helping one family at a time pass on 

values, beliefs and finances, which can be shared for 

generations to come." Mr. German is well aware of the 
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public of the need for careful attention to their specific situations. He is a 
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