
2013 Federal Estate Tax Changes Made Permanent 
But Watch out for New York!

By David R. Okrent, Esq., CPA
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The 2012 Tax Act makes several impor-
tant revisions to the tax code that will af-
fect estate planning for the foreseeable
future. 

• The federal gift, estate and generation-
skipping transfer tax provisions were made
permanent as of December 31, 2012. We
now have more certainty with which to
plan.

– So the federal gift and estate tax ex-
emptions will remain at $5 million per per-
son, adjusted annually for inflation (in
2012 the exemption was $5,120,000 and
2013 is $5,250,000). With good planning
you can double this for married couples.

– New York State does not follow these
rules. For New York purposes there is no
gift tax but there is an estate tax and the
exemption is only $1,000,000 and lifetime
gifts may be included at death so careful
planning is required!

• The federal generation-skipping trans-
fer (GST) is matched to the gift and estate
tax exemption ($5 million, adjusted for in-
flation). This tax is in addition to the fed-
eral estate tax, and is imposed on amounts
transferred (by gift or at your death) to
grandchildren and others who are more

than 37.5 years younger than you. There
are very good planning opportunities here
for families under $5,000,000 in net
worth.

• The federal tax rate on estates larger
than the exempt amounts increased from
35 percent to 40 percent, New York tax
rates start at about 37 percent.

• The spousal “portability” provision
was also made permanent. This allows the
unused exemption of the first spouse
passes away to transfer to the surviving
spouse. However, there are many draw
backs to this and it should really only be
used in a crisis.

• Separate from the new tax law, the
amount for annual tax-free gifts has in-
creased from $13,000 to $14,000, in addi-
tion to the $5 million gift and estate tax
exemption. 

For most, this will allow the emphasis to
be on the real reasons we need to do es-
tate planning: taking care of ourselves and
our families. This includes 

• Protecting you, your family, and your
assets in the event of incapacity;

• Ensuring your assets are distributed the
way you want;

• Protecting your
legacy from irresponsi-
ble spending, a child’s
creditors, and from
being part of a child’s divorce;

• Providing for a loved one with special
needs without losing government benefits; 

• Helping protect assets from creditors
and frivolous lawsuits.

It is critical that professional planning be-
gins as soon as possible especially with
Congress looking for more ways to in-
crease revenue.

Further, as is well publicized, the 2012
Tax Act included several income tax rate in-
creases on those earning more than
$400,000 ($450,000 for married couples
filing jointly). 

David R. Okrent, Esq., CPA is the Managing
Attorney, of The Law Offices of David R.
Okrent and has been handling elder law, spe-
cial needs, estate planning and administration
matters for over 29 years. Offices are located
throughout Suffolk and Nassau Counties on
Long Island, New York.  For more information
visit www.davidrokrentlaw.com or call 631-
427-4600.


