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Therefore, if you are single, have not used any of
your credit to offset gift taxes and have assets worth
more than the tax-free exemption, there will be
estate taxes only on those assets worth more than
the exemption amount. Married couples may be able
to shelter up to double the exemption amount from
estate taxation by each using their own exemption
separately, but special planning must take place to
do that.

Let’s look at an example. Larry Thomson, who
is married and the father of three children, has
made no special estate planning preparations. He
did, however, execute a will that directs all of his
assets to go to his wife, Linda, if she survives him,
and if not, equally to the children. Assume that
Larry dies this year and his adjusted gross estate
is worth $3 million.

Larry Thomson’s Estate Taxes

Adjusted Gross Estate $3,000,000
Marital Deduction (3.000.000)
Taxable Estate $0

The law permitted Larry to take advantage of an
unlimited marital deduction, which enabled him to
give Linda everything he owned estate tax—{ree.

His estate taxes, however, were really not avoided
by giving everything to Linda under the marital
deduction. The taxes were only deferred until the
time of Linda’s death.

For simplification, let’s assume Linda also dies this
year, and her adjusted gross estate is worth $3 million.
Linda’s estate paid $450,000 in estate taxes after the
$2 million exempt amount for 2007 was subtracted
from her $3 million estate. Had the Thomsons taken
counsel from an estate planning attorney, he or she
would probably have told them that they could have
avoided paying any of the estate taxes.






