Don’t Let State Inheritance or Estate Taxes Surprise You

By: Natalie Schuler, CPA, CFP®

The Federal estate tax exemption for 2022 is $12.06 million per person. For those individuals who pass
away this year, there will be no Federal estate tax owed if their assets are less than $12.06 million.
Although many people will escape the Federal estate tax due to the high exemption, there are several
states that impose an estate or inheritance tax and the state exemptions are not nearly as high. It is
important to keep this in mind when estate planning as the impact of these state taxes could change
your plans.

Currently, there are 17 states that levy tax on estates, inheritances, or both.

Estate Tax: Connecticut, Hawaii, lllinois, Maine, Massachusetts, Minnesota, New York, Oregon, Rhode
Island, Vermont, and Washington (Washington, D.C., also)

Inheritance Tax: lowa, Kentucky, Nebraska, New Jersey, and Pennsylvania

Both Estate and Inheritance Tax: Maryland

To illustrate some of the nuances of the state taxes and how it could impact your estate plan, we will
look at the Kentucky Inheritance Tax. This tax is imposed on certain individuals that receive property
from a Kentucky resident who has deceased. If you are a surviving spouse, parent, child, grandchild,
brother, sister, half-brother or half-sister and you receive a Kentucky inheritance, you are exempt from
this tax. All others, including, nieces, nephews, daughters and sons-in-law, aunts, uncles, great-
grandchildren, and non-familial individuals will owe Kentucky inheritance tax, up to 16% on assets
received from a decedent. The maximum exemption is only $1,000. How can you plan around this tax?
Kentucky does not have a gift tax, so one possibility is gifting the property while you are still living.
Another possibility is to leave the inheritance to an exempt person who may be able to gift to a non-
exempt person, i.e., leave the inheritance to your son who can then gift it to his wife, your daughter-in-
law.

Because each state’s inheritance and / or estate tax will look different, it is important to review your
estate documents and review the state estate and inheritance tax laws of your resident state regularly,
and we are here to help. Please reach out to us with questions or for assistance with estate planning
questions.
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IMPORTANT DISCLOSURE INFORMATION

MCF Advisors, LLC (“MCF") is an SEC-registered investment adviser. Please remnember that past
performmance may not be indicative of future results. Different types of investments involve varying
degrees of risk, and there can be no assurance that the future performance of any specific investment,
investment strategy, or product (including the investments and/or investment strategies
recommended or undertaken by MCF), or any non-investment related content, made reference to
directly or indirectly in this presentation will be profitable, equal any corresponding indicated historical
performance level(s), be suitable for your portfolio or individual situation, or prove successful. Due to
various factors, including changing market conditions and/or applicable laws, the content may no
longer be reflective of current opinions or positions. Moreover, you should not assume that any
discussion or information contained in this presentation serves as the receipt of, or as a substitute for,
personalized investment advice from MCF. To the extent that a reader has any questions regarding the
applicability of any specific issue discussed herein to his/her/its individual situation, he/she/it is
encouraged to consult with the professional advisor of his/her/its choosing. MCF is neither a law firm
nor a certified public accounting firm and no portion of the newsletter content should be construed as
legal or accounting advice. A copy of MCF's current written disclosure statement discussing our
advisory services and fees is available upon request. If you are an MCF client, please remember to
contact MCF in writing, if there are any changes in your personal/financial situation or investment
objectives for the purpose of reviewing / evaluating / revising our previous recommendations and/or
services.
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