
Marital Deduction Optimization 10/18/2022

Projected Year of Death: 2022
Adjusted Gross Estate in 2022: $25,000,000
Adjusted Taxable Gifts: $0
Unified Credit used by Adjusted Taxable Gifts: $0
State Inheritance Tax (if any): $34,000
Estate Passing to Spouse Outside of Formula: $100,000
Estate Passing to Others Outside of Formula: $700,000
Deceased Spousal Unused Exclusion: $12,060,000

Maximum Amount Sheltered by Credits: $24,120,000

Adjusted Gross Estate: $25,000,000
Marital Deduction: $846,000
Deduction for State Death Tax: $34,000
Taxable Estate: $24,120,000

Adjusted Taxable Gifts: $0
Tentative Tax Base: $24,120,000

Tentative Tax: $9,593,800
Gift Tax Paid: $0
Gross Federal Estate Tax: $9,593,800

Unified Credit: $9,593,800
Allowable Unified Credit: $9,593,800

Net Federal Estate Tax: $0
State Death Tax: $34,000
Total Federal and State Tax Payable: $34,000

Amount Passing to Spouse under Formula: $746,000
Total Amount Passing to Spouse: $846,000
Amount Passing to Others under Formula: $23,420,000
Total Amount Passing to Others: $24,120,000
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Marital Deduction Optimization

This calculation computes the marital deduction that is the smallest deduction allowable without federal estate tax (or, if
federal estate tax is unavoidable, the largest deduction allowable).

There is an estate tax deduction for property passing to a surviving husband or wife, and so there is no federal estate tax if
the entire estate is left to the surviving spouse. However, there is also a unified credit for each decedent which provides an
exclusion from tax. An effective (and common) effective estate planning technique to use both unified credits is to change
the wills or revocable trusts of the married couple so that, on the first death, the unified credit exclusion amount does not
pass to the surviving spouse but is held in a trust for the benefit of the surviving spouse. In this way, the surviving spouse
can get the income and benefit of the property held in the trust without the property being part of the survivor's estate. Upon
the death of the surviving spouse, the property in the trust passes to (or in further trust for) the children or other intended
beneficiaries free of tax. (See the Bypass Trust Computations to calculate the benefit from this trust arrangement.)

A separate (but related) problem is the federal estate tax that can result when there are gifts at death that do not qualify for
the federal estate tax marital deduction and the non-deductible gifts exceed the unified credit applicable exclusion amount.
Because the federal estate tax that is paid out of the estate does not qualify for any deduction and reduces the amount
available for the marital deduction, there is a resulting "tax on tax" because the tax that is paid increases the tax that must
be paid. The program can solve this kind of recursive (or circular) calculation.


