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Bush’s Victory Means Estate Tax May Go Away

Affluent Americans Can Keep More Money – How do They Plan for Change?

Denver, Colo. -- Now that Bush has been re-elected, many of our nation’s affluent citizens are rejoicing at the expected demise of the federal estate tax. Estate tax is paid by roughly the wealthiest two percent of Americans upon their deaths. Today, estates worth $1.5 million or more are subject to estate tax at a rate of 48%. Bush is pushing to eliminate estate tax altogether – this means that very affluent Americans will keep extra money that can be passed on to their heirs.

People in favor of continuing the tax cuts initiated during the Bush administration are generally proponents of estate tax reduction and elimination. A repeal of the tax will not only allow the wealthy to pass more money on to their heirs, it may also help small businesses survive. 

Under Bush’s current tax package, estate tax will continue through 2009 and will then either revert to its higher 2001 rate on estates worth at least $1 million, or be repealed altogether in 2011. Bush wants the tax eliminated by 2011 – or even earlier if he can push legislation through the Congress.

It’s estimated that one percent of U.S. households control 38 percent of the nation’s wealth. Current estate tax requires someone with $1 billion in assets to pay around $480 million in taxes upon death. People with large estates stand to retain substantially more assets at death if the proposed estate tax elimination takes place.

If the estate tax is repealed, many people will need to do alternate estate tax planning. Certain financial structures typically used to reduce estate taxes, such as family limited partnerships, life insurance trusts and grantor retained annuity trusts, will inevitably be modified or eliminated. A financial planning professional can help families restructure their estates to function best in the estate tax-free environment.
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Al Woodward, an independent financial advisor, says “When people attempt estate planning without regard to all parts of their total financial plan, the results can be devastating. We recommend that people consult with a fee-based financial planner who has the ability to take a global, integrated approach to updating a family’s estate plan.”

He continued, “My clients say they’ll sleep better knowing that estate tax is probably going away. I help them by evaluating their financial plans and simplifying their wealth to prepare for the tax repeal. They may not realize that it’s in their best interests to change their assets, investments or charitable trusts to take advantage of the estate tax reductions.”

Wealthy citizens often minimize their exposure to estate tax by making charitable contributions that are tax deductible. Charitable contributions enable the wealthy to pass their assets to the charity of their choice, as opposed to having this money go to the government in the form of taxes. A repeal of the estate tax may result in a future decline in charitable contributions.

In 2001, the Bush administration introduced a tax cut package to gradually eliminate estate taxes.  

In 2005, estates worth $1.5 million or more will be subject to tax at a rate of 47%. In 2006, estates worth $2 million will be taxed at a rate of 46%. In 2007, the rate will drop to 45% on the same gross estate. By 2009, only estates with assets over $3.5 million will be taxed at a rate of 45%. 

The estate tax (or “death tax”) originated in 1916 from a law that initiated the taxation of property, investments and other financial assets valued above a certain amount upon the owner’s death. The tax was even modified a year after it was instated to help fund World War I.

About Woodward Wealth Management

Woodward Wealth Management was founded in 1984 with a singular mission: To simplify wealth for financially successful people. Woodward Wealth Management is one of the nation’s oldest and most respected financial advisory firms. Their integrated planning process manages wealth so that clients can achieve personal goals and live more fulfilling lives. Woodward Wealth Management helps clients integrate wealth so that all assets and investments finally work together in a simple way that lets the client focus on life, not money. Their integrated approach combines old-fashioned common sense with a progressive knowledge of ever-changing tax laws, interest rates, industry trends and investment vehicles. Woodward Wealth Management is headquartered in Denver, Colorado with affiliate offices in Newport Beach, California, and Naples, Florida. Call 303.355.0556 or visit www.WoodwardWealth for more information. 
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