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As a valued client, our firm 
is pleased to provide you 
this Estate Planning Client 
Advisory to keep you up-to-date 
regarding important tax and 
estate planning issues.

The Federal Estate Tax – An 
Update on Current Law and 
Opportunities: As many know, 

earlier this year Congress enacted sweeping estate tax reform 
via the American Taxpayer Relief Act of 2012. The most 
significant portions of the Act are discussed below. 

Estate, Gift and GST Tax Exemptions Set Permanently at $5 Million 
Base: The Tax Act established a baseline $5 million exemption for 
each of the estate, gift and GST (generation-skipping transfer) tax 
regimes – and without the troublesome “sunset” (or expiration) 
provisions in existence since 2001. Importantly, these exemptions 
are adjusted annually for inflation, and the 2013 adjusted 
exemptions are set at $5.25 million apiece. Also, the top tax rate 
was set at 40%.

PLANNING POINTER: In light of the present $5.25 million 
“permanent” exemption, a married couple with an estate 
under $5.25 million should consider converting to a more 
simplified and “user-friendly” estate plan, eliminating any 
unneeded trusts (such as an irrevocable life insurance trust) 
and reassessing their annual giving to heirs.

Bonus for Married Couples – Estate Tax Exemption 
“Portability”: The Tax Act enacted a very significant feature 
for married couples referred to as “portability.” Portability 
allows a surviving spouse to transfer (or “port”) the deceased 
spouse’s estate tax exemption to the surviving spouse. The 
ported exemption is in addition to the surviving spouse’s 
own exemption. Importantly, for the surviving spouse to port 
the first-to-die spouse’s exemption, the survivor must file a 
timely federal estate tax return for the deceased spouse. In 
short, many pre-2013 estate plans may be greatly simplified by 
removing the irrevocable post-death spousal trust necessitated 
by prior law to reduce estate taxes. 

PLANNING POINTER: Although portability has 
disadvantages which merit close consideration, married 
couples with an estate in excess of $5.25 million should 
meet with us to determine whether it is advisable to convert 
the present estate tax reduction plan into a less complex, 
portability-based estate plan.

President Obama’s Tax Proposals: In April, the Obama 
administration issued its proposed post-2013 budget. The 
budget proposal contains several negative estate planning 
provisions, the two most significant of which are noted below. 

The Estate Tax: The President’s proposal seeks to reduce the 
estate tax exemption to $3.5 million, beginning in 2018, and 
to raise the top tax rate to 45%. Fortunately, the proposal 
retains portability. One prominent tax reporting service 
candidly opines, “Congress will not go along with this,” and 
we wholeheartedly agree with this assessment.

Inherited IRAs: The proposal also seeks to accelerate income 
taxes on IRAs. In particular, an inherited IRA would only be 
allowed to retain assets and funds within the IRA’s tax-deferred 
structure for 5 years after the original owner’s death – unless 
the beneficiary is the spouse. In effect, this proposal would 
require income taxes to be paid on the full value of an IRA 
within 5 years after the owner’s death. In contrast, current tax 
law permits most inherited IRA beneficiaries (including non-
spouses) to make withdrawals of IRA funds over a beneficiary’s 
entire life expectancy and only pay taxes on the withdrawn 
amounts.

Importantly, the President’s budget proposal is just that – a 
proposal – one which may be enacted in whole, in part, or 
not at all. 

Red States Push Income Tax Reform – Blue State Seasonal 
Residents Be Cautious: On the state tax front, a number of 
red (Republican) states are seeking to lower income tax rates 
as economic policy – while many traditionally high tax blue 
states (such as California, Maryland, Massachusetts, Minnesota 
and New York) continue to retain or increase their already 
substantial income tax rates. 

Red state governors advocating complete income tax repeal 
include Bobby Jindal (R-LA), Sam Brownback (R-KS) and 
Dave Heineman (R-NE). Front-running Republican governors 
supporting income tax reform – but not complete repeal – 
are Indiana’s Mike Pence, New Jersey’s Chris Christie, North 
Carolina’s Pat McCrory, Ohio’s John Kasich and Oklahoma’s 
Mary Fallin. Also, Arkansas’s first Republican-controlled 
legislature since the late 1800’s is poised to cut tax rates by 
nearly 50%.

Much of the expected income tax revenue loss is proposed 
to be offset by increasing sales tax rates and/or eliminating 
sales tax exemptions. For example, Governor John Kasich  
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Tax Updates & Recent Developments: In late 2017, Congress enacted 
legislation which affected the federal estate tax system and other taxes.  
Most significantly, the 2017 Tax Act temporarily increased each of 
the estate, gift and GST tax 
exemptions to a $10 million base 
subject to annual adjustments for 
inflation.  However, the increased 
exemptions will expire at the end 
of 2025 and revert to the prior 
$5 million base (adjusted for 
inflation) unless Congress enacts interim legislation.    

1. President Biden’s Gift and Estate Tax Proposals: As many know from 
past Advisories, President Biden supports a significant overhaul of the 
gift and estate tax system which, most notably, would (a) reduce the 
estate tax exemption to $3.5 million without an index for inflation, (b) 
decrease the lifetime gift tax exemption to $1 million, and (c) increase 
the starting tax rate to 45% from the current flat 40% rate.  However, 
with the recent change in control of the House to Republicans, these 
proposals seemingly are tabled for the next 2 years.

2. 2023 Exemptions Increased to $12.92 Million:  In light of record 
inflation, base exemptions will see their largest annual adjustments 
ever.  Specifically, for gifts and deaths occurring in 2023, the estate, 
gift and GST tax exemptions are increased from $12.06 to $12.92 
million apiece – an $860,000 or 7.1% hike.  Practically speaking, this 
means that a married couple may exclude almost $26 million before 
triggering an estate tax.

3. Annual Tax-Free Gifting Amount Increased to $17,000: The 
base tax-free gifting amount of $10,000 is adjusted periodically in 
increments of $1,000.  In 2023, the tax-free amount will be adjusted 
from $16,000 to $17,000 to reflect inflation.  Also, very importantly, 
gifts are not taxable income to the beneficiary.  

4. Supreme Court Leaves SALT Deduction Intact – Another Reason to 
Move South: The 2017 Tax Act limited the state and local tax (“SALT”) 
deduction to $10,000.  Previously, taxes paid to northern states (such 
as for income and property taxes) were deductible on the taxpayer’s 
federal 1040 (subject to phase-out limits).  The practical effect of the 
pre-2017 SALT law was to subsidize northern taxpayers and high tax 
states with federal dollars.  According to a recent Forbes.com article: 
“A $10,000 cap might not make a big difference in states with low 
or no income taxes and low property tax rates.  However, it stings 
individuals in high-tax states like New York, New Jersey, California 
and Connecticut…the average New York taxpayer loses out on more 
than $12,000 of SALT deductions each year.” 

In response to the $10,000 SALT deduction limit, Connecticut, 
Maryland, New Jersey and New York sued the federal government 
asserting that the $10,000 limit was unconstitutional.  However, a 

number of federal courts dismissed the case, and then, in a victory for 
state taxpayer parity, the U.S. Supreme Court recently declined to hear 
the case – effectively codifying the SALT deduction limit.

The most practical effect of SALT’s judicial approval is that northern 
state residents will remain as motivated as ever to relocate to Florida 
and other low tax states.

Caution – Elder Abuse, Property Theft & A New Safeguard:  
According to a recent article in The Wall Street Journal entitled 
“Elder Abuse Spreads, Stoked By The 
Pandemic,” author Clare Ansberry 
reported that elder-fraud increased 
by a shocking 55% in just one year.  
And, perhaps surprisingly, Florida 
now ranks 2nd in the country for elder 
abuse – with seniors scammed out of 
$84 million in 2020 alone.

Among other observations, Ms. Ansberry noted that the COVID 
pandemic has made “older adults…more vulnerable to abuse,” 
enabled by the proliferation of new virtual transactions now available 
as COVID mitigation measures.  In particular, Ansberry recounted the 
case of 86 year-old retired librarian Shirley Gibson of Miami.  Last 
year Ms. Gibson visited the Miami-Dade County Property Appraiser’s 
Office to pay the tax on Coconut Grove property in her family since 
1904.  However, she was informed that a New York company had 
purchased the property for $230,000 via a Deed with her purported 
signature.  

Miami police promptly investigated and 3 suspects were arrested and 
charged with money laundering, grand theft, organized scheme to 
defraud and theft from a person 65 years or older.

According to the Miami Times, Miami Assistant Police Chief Armando 
Aguilar Jr. noted that: “the pandemic has prompted real estate 
transactions to go virtual, making it easier for fraudsters to pose as 
someone else and pull off these types of schemes.”

To address property scams and theft, the Collier County Clerk of 
Courts now offers a free email alert service to help property owners 
monitor for fraudulent filings, such as a bogus deed or mortgage.  To 
utilize this service, visit www.CollierClerk.com or contact the County 
Clerk’s office at (239) 252-7242 for assistance.  The Lee County Clerk 
of Courts offers a similar service available at www.LeeClerk.org.

State & Local Updates: Many states have massive debt and social 
issues yet continue policies which exacerbate these problems.  As 
emphasized in prior Advisories, Florida residents with a seasonal 
home in a northern state must vigilantly monitor their Florida tax 
residency status.  

The following is a brief survey of noteworthy issues unfolding across 
the country: 
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(R-OH) proposes to eliminate approximately 75 special interest 
exemptions – including barbers, CPAs, lawyers, bowling alleys 
and funeral homes.

A recent Wall Street Journal article calls this income-for-sales-
tax swap “a rare bright spot in the current high-tax era” – 
noting that states with low or no income taxes have shown 
better economic performance than higher income tax states. 
In particular, the 9 lowest tax states in the U.S. accounted for 
a whopping 62% of the net new jobs created in the past 10 
years. During the past decade, states without an income tax 
experienced a 5.5% population increase solely from migration 
while all other states experienced an average population 
decrease of 1.9% attributable to out-of-state moves. 

On the blue state tax front, perhaps the most notable tax 
event of 2013 thus far occurred on May 23rd when Governor 
Mark Dayton (D-MN) signed legislation which increased 
Minnesota’s top income tax rate by a full 2 percentage points 
(a 25% rate increase) – to 9.85% – giving Minnesotans the 4th 
highest income tax rate in the country. Interestingly, the new 
rate doesn’t target just the million-dollar earners, but anyone 
making more than $150,000 per year.

Also, Governor Deval Patrick (D-MA) of Massachusetts is 
reportedly seeking to raise $1.9 billion via new or increased 
income taxes. 

PLANNING POINTER: Regardless of northern political tax 
tides, folks with a summer residence in a northern state – 
particularly in a northern state that is not on the income tax 
cutting bandwagon – should continue to take all reasonable 
steps to ensure that their Florida tax residency is secure. 

A Practical Tip – Keep Your Living Will in the Glovebox: 
A “Living Will” is that legal document by which a person 
appoints his or her health care “surrogate” and provides 
directions about retaining or removing life-support. And 
nowadays it is routine practice for hospitals to request a copy 
of the Living Will upon admission. 

Not surprisingly, almost everyone has an unplanned trip to the 
emergency room every now and then – but without a Living 
Will in hand. If the health situation is dire, the lack of a Living 
Will can often lead to a mad scramble through one’s legal 
papers at an already difficult time. 

To remedy this situation, we recommend that you keep a 
photocopy of your Living Will in the glovebox of each vehicle 
you own. This way, no matter which car rushes you to the 
E.R., the Living Will will be on hand when needed. 

Naples Daily News Legal Forum Articles: The Business 
Section of the Naples Daily News has featured a number of 
Robert’s guest attorney columns over past few months, including 
articles entitled “Avoid Five Common Mistakes When Executing 
an Estate Plan,” “The Good, the Bad, the Ugly of Probate,” “A 
Second Marriage Estate Plan: ‘Inheritance Rights’ for Spouse, 
Stepchildren,” and “Review of 2012 Estate, Gift Tax Changes.”  If 
you would like a copy of any of the articles, please let us know. 

What is Your Projected Life Expectancy – Calculate It!: A 
client recently called our attention to an interesting online tool, 
called the Lifespan Calculator, by Northwestern Mutual. The 
Lifespan Calculator asks the user a series of 13 questions. It 
raises not only the expected questions – such as age, height and 
weight – but also a number of more pointed questions about 
exercise patterns, driving 
citations, stress, seatbelt 
use and medical checkups. 
As each of the 13 entries is 
inputted, the estimated life 
expectancy digital read-out 
automatically adjusts up 
or down to reflect the new 
information. 

The Lifespan Calculator can be found at http://media.nmfn.
com/tnetwork/lifespan/. 

There’s More to Life Than Estate Planning: Southwest Florida 
surely is a most unusual place – with the wonderful convergence 
of sun, season and snowbirds – and we are privileged to hear 
clients tell us many of their most memorable experiences.

Nearly 6 years ago, I (Robert) first met Stan and his charming 
wife, Reecie. At that meeting, Stan noticed several certificates 
from my 7 year stint in the Navy – and this led to an interesting 
story from Stan about his Navy days. I recently spoke with 
Stan and he granted me permission to tell his “Navy story.” 

During the 1962 Cuban Missile Crisis, Stan was a 19 year-
old 3rd Class Petty Officer stationed in Key West. Stan was 
assigned to the graveyard shift in the military command center 
and his job was to monitor the track of all U-2 reconnaissance 
flights over Cuba.

About 2 a.m. one morning, Stan and his fellow sailors on duty 
were told to prepare for an emergency briefing for a VIP. To 
Stan’s great surprise, a few minutes later in walked President 
John F. Kennedy.

“Teenager” Stan nervously gave President Kennedy a summary 
briefing on the U-2 flights and then the President told him to 
“keep up the good work.” When asked whether he shook JFK’s 
hand, Stan replied “no” – but with an excited recollection of 
that event more than 50 years ago, said “He gave me a slap 
on the back!”

The comments expressed herein are intended for general informational purposes only and should not be relied upon as legal or tax advice

Robert H. Eardley, J.D., LL.M.
Board Certified Wills, Trusts & Estates Attorney

Julie K. Yamin, M.B.A.  
Paralegal / Office Administrator

1. Arizona Constitution Amended to Require Super-Majority for Tax 
Increases: In November, Arizonans approved Proposition 132 which 
increased from 50% to 60% the voter approval percentage needed to 
raise taxes via a voter referendum.  Proponents argued that the 60% 
threshold would ensure broad voter consensus and make it difficult for 
Arizona to raise taxes as a first resort to fiscal challenges.  Opponents 
posited that the supermajority requirement would threaten democracy.

2. California’s “Stealth” Tax Increase: In late September, Governor 
Gavin Newsom signed into law a tax increase to fund an expansion 
of the state’s family leave benefit.  The law removed the $145,600 
cap on the state’s 1.1% payroll tax and authorized the Employment 
Development Department to raise the rate to 1.5%.  This means that 
not only will California’s top earners be taxed at 14.4% but those 
earning only $61,000 will be pushed into the 10.4% bracket.  One 
article observed: “[s]o California’s upper-middle class will pay more 
than millionaires in almost every state…”  

3. California Voters Reject 1.75% Tax Increase for EVs: Despite Lyft’s 
expenditure of $45 million in advertising, California voters rejected 
Proposition 30 which would have increased the top tax rate by 1.75% to 
subsidize electric vehicles and charging stations.  Democratic division 
over the Proposition led to its demise, with Governor Newsom and the 
California Teachers Association opposing it. 

4. Chicago Crime & Corporate Departures: Crime in Chicago is up 
38% over 2021 and its police force has been reduced by nearly 13% 
since 2019.  In light of this, McDonald’s Corporation (headquartered in 
Chicago and with 400 restaurants in the city) CEO, Chris Kempczinski, 
complained: [t]here is a general sense out there that our city is in 
crisis…[w]e have violent crime that is happening in our restaurants…
we’re having drug overdoses that are happening in our restaurants…
[i]t has become increasingly difficult to operate a global business out 
of the city of Chicago…” 

Also, corporate departures from Chicago announced this year include: 
(1) Tyson Foods to Arkansas, (2) Boeing to Virginia, (3) Caterpillar 
to Dallas, and (4) hedge fund giant Citadel with 1,000 employees to 
Miami.  Citadel CEO, Ken Griffin – Illinois’ wealthiest person with an 
estimated $25 billion net worth and Chicago’s leading philanthropist 
– explained: “I’ve had multiple colleagues mugged at gunpoint.  I’ve 
had a colleague stabbed on the way to work.  Countless issues of 
burglary.  I mean, that’s a really difficult backdrop with which to draw 
talent to your city from.”

5. Illinois’s Gas Tax “Notice” Collides with Free Speech: In May, 
Democratic legislators delayed a 2.2 cent per gallon tax increase from 
July to December.  Legislation required gas stations to post “clearly 
visible” signs stating “The State of Illinois has suspended the inflation 
adjustment to the motor fuel tax through December 31, 2022” or face 
a $500 per day fine.  According to The Wall Street Journal editorial 
board, these mandatory signs are a “legally questionable gambit to 
conscript business into helping them [Democrats] get re-elected.”  
Further, the Illinois Fuel & Retail Association sued the state in Federal 
Court arguing that the sign provision is an unconstitutional violation 
of free speech.

6. Illinois Public Schools Failing: Only 36% of Illinois 3rd graders 
read at grade level, and this number drops to 27% for Hispanic 
students and 22% for black students.  Sadly, in Decatur, Rockford and 
Peoria, only 2%, 7% and 8%, respectively, of black 3rd graders read 
at grade level – notwithstanding the fact that the Illinois State Board 

of Education rated 99.7% of Decatur teachers as either “excellent” 
or “proficient.”  In a recent op-ed article, The Wall Street Journal 
editorial board asked: “[w]hy shouldn’t every single adult presiding 
over the Decatur schools be fired?” 

7. Missouri Cuts Income Taxes: In October, the Missouri legislature 
approved a cut in the state’s top income tax rate from 5.3% to 4.95%, 
with a further decrease to 4.5% by 2027 if revenue targets are met. 

Avoiding Probate – Don’t Forget the Basics: Probate is the court-
supervised process required to transfer a deceased person’s property 
to heirs. It is usually desirable to avoid probate because it can be 
expensive and time-consuming.  Assets typically subject to probate 
are those held in one’s sole name. 

Fortunately, viable options exist to avoid probate. The 3 main options 
are: (1) joint ownership, 
(2) asset beneficiary 
designations (for IRAs, 
life insurance and 
similar assets), and (3) 
the Revocable Trust.  
Although all 3 options avoid probate, each has important pros and 
cons that merit consideration. 

For an update on probate issues and probate avoidance options, please 
let us know and we would be glad to send complimentary information.

Law Firm Relocates to Larger Offices: In an effort to accommodate 
future client needs and potential hires, we are pleased to announce that 
the firm recently relocated to a larger office space.  Fortunately, the 
new office is in the same building on the 1st floor.  The new address is 
1415 Panther Lane, Suite 108, Naples, Florida 34109. 

Words of Eternity: Then Jesus, indignant again, came to the tomb.  
It was a cave, and a stone lay against it.  Jesus said, “Take away the 
stone.”  Martha, the sister of the dead man, said to him, “Lord, by this 
time he stinks, for he has been dead four days.”  Jesus said to her, “Did 
I not tell you that if you believed you would see the glory of God?”  
So they took away the stone. And Jesus lifted up his eyes and said, 
“Father, I thank you that you have heard me.  I knew that you always 
hear me, but I said this on account of the people standing around, that 
they may believe that you sent me.”  When he had said these things, 
he cried out with a loud voice, “Lazarus, come out.”  The man who 
had died came out, his hands and feet bound with linen strips, and 
his face wrapped with a cloth. Jesus said to them, “Unbind him, and 
let him go.”.... Now Jesus did many other signs in the presence of the 
disciples, which are not written in this book;  but these are written so 
that you may believe that Jesus is the Christ, the Son of God, and that 
by believing you may have life in his name.  John 11:38-44, 20:30-31.
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Mark Dayton (D-MN) signed legislation which increased 
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(a 25% rate increase) – to 9.85% – giving Minnesotans the 4th 
highest income tax rate in the country. Interestingly, the new 
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inputted, the estimated life 
expectancy digital read-out 
automatically adjusts up 
or down to reflect the new 
information. 

The Lifespan Calculator can be found at http://media.nmfn.
com/tnetwork/lifespan/. 

There’s More to Life Than Estate Planning: Southwest Florida 
surely is a most unusual place – with the wonderful convergence 
of sun, season and snowbirds – and we are privileged to hear 
clients tell us many of their most memorable experiences.

Nearly 6 years ago, I (Robert) first met Stan and his charming 
wife, Reecie. At that meeting, Stan noticed several certificates 
from my 7 year stint in the Navy – and this led to an interesting 
story from Stan about his Navy days. I recently spoke with 
Stan and he granted me permission to tell his “Navy story.” 

During the 1962 Cuban Missile Crisis, Stan was a 19 year-
old 3rd Class Petty Officer stationed in Key West. Stan was 
assigned to the graveyard shift in the military command center 
and his job was to monitor the track of all U-2 reconnaissance 
flights over Cuba.

About 2 a.m. one morning, Stan and his fellow sailors on duty 
were told to prepare for an emergency briefing for a VIP. To 
Stan’s great surprise, a few minutes later in walked President 
John F. Kennedy.

“Teenager” Stan nervously gave President Kennedy a summary 
briefing on the U-2 flights and then the President told him to 
“keep up the good work.” When asked whether he shook JFK’s 
hand, Stan replied “no” – but with an excited recollection of 
that event more than 50 years ago, said “He gave me a slap 
on the back!”

The comments expressed herein are intended for general informational purposes only and should not be relied upon as legal or tax advice
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