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Meet Jason Cole

In 2020, amidst a global pandemic and stock
market sell-off, | established Full Court Strategic
Wealth, LLC, a New Jersey registered investment
advisory firm (RIA). Services provided include
tailored investment management, custom
financial planning, and financial consulting
services to adiverse clientele. | want to work with
select clients who are more focused on long-term
financial success, not some “quick fix” to achieve
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— What's at Stake

The clock is ticking down on a temporary increase to federal lifetime gift and
estate tax exemptions. The Tax Cuts and Jobs Act (TCJA) of 2017 roughly
doubled the amount of these exemptions, which in 2023 allowed individuals
to shield $12.92 million and couples up to $25.84 million from estate tax
liability.

Unless Congress makes the change permanent, this provision will "sunset"
on January 1, 2026, and the exemptions will revert to 2017 levels, adjusted
for inflation—to about half of what they are now which is approx. $7 million
for individuals and $14 million for married couples. Estates valued above
exemption levels may be taxed at a rate as high as 45%.
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What does this mean?

e The TCJA effectively doubled the estate and gift tax basic exclusion amount from $5,490,000
in 2017 to $11,180,000, adjusted each subsequent year for inflation, beginning with
decedents dying and gifts made in 2018. The 2023 exclusion amount is $12.92 million per
person ($25.84 million for married couples).

e Taxpayers who die before 2026 with a taxable estate greater than the exclusion amount can
be subject to a federal tax rate of up to 40%. Remember, some states have estate taxes as
well, so estates can end up with even less than 60% of the net estate assets after paying the
estate tax.

e At the end of 2025, this tax provision will sunset, cutting the exclusion roughly in half and
taking federal estate and gift tax rates up to 45%. Individual taxpayers with significant estates
that are above the amount that the exclusion may want to consult with their tax advisers and
estate attorneys to take advantage of the TCJA's temporary increase in the exclusion by
making gifts before the end of 2025. It is important to start planning now for these changes.



Changes in
estate tax
exemptions

* Assumes a growth rate of 5%

** Assumes declared exemption for 2023
with 2% inflation adjustment, rounded.
*** Assumes 40% estate tax rate prior to
sunset and 45% estate tax rate once
sunset takes place

Source: Modern Life

12/31/2025

Single individual 12/31/2023 1/1/2026
Estate Value* 20,000,000 22,050,000 22,050,000
Lifetime Exemption** 12,920,000 13,450,000 6,860,000
Taxable Estate 7,080,000 8,600,000 15,190,000
Estimated Estate Tax*** (2,832,000) (3,440,000) (6,076,000)
Net to Heirs 17,168,000 18,610,000 15,974,000
MARRIED COUPLE 12/31/2023 12/31/2025 1/1/2026
Estate Value* 20,000,000 22,050,000 22,050,000
Combined Eiicttimc 25,840,000 26,890,000 13,720,000
Exemption**

Taxable Estate 0 0 8,330,000
Estimated Estate Tax*** 0 0 (3,332,000)
Net to Heirs 20,000,000 22,050,000 18,718,000
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What does this mean?

Under the TCJA, about 90% of taxpayers utilize the standard
deduction; thus, reducing the need to track and itemize
deductions. The standard deduction is a set amount you subtract
from your income, thus lowering the amount of income which is
taxed. Below is a chart depicting what the standard deduction may
look like (left side of chart) vs the standard deduction under TCJA
(right side of chart), and a married couple filing a joint return may
see a reduction of over $13k in the standard deduction.

Since the standard deduction is subtracted from your adjusted
gross income, the higher the standard deduction, the less taxable
income you have. Accordingly, lowering the standard deduction
allows you to subtract less from income, resulting in more taxable
income. A lower standard deduction may result in a significant
number of filers to itemize deductions to increase their standard
deduction and reduce taxable income. Without question, itemizing
will require deliberate recordkeeping and tracking of allowable
expenses. This may be one area where Congress may look to
extend this portion of TCJA to simplify deductions for most
taxpayers.

Current Standard Deduction

Proposed Standard Deduction

Filing Status Standard D eduction Filing Status Standard D eduction
Single $15,002 Single $8399
Maried Filing ] ointly (MFJ) $30,004 Manied Filing | ointly (MFJ) $16,798

Taxable income
(2023, single taxpayer)

Current marginal rate
(2018-2025 per TCJA)

Pre- and post-TCJA marginal
rate
(scheduled to resume in 2026)

$11,000 or less

10%

10%

$11,001 to $44,725

12%

15%

$44,726 to $95,375

22%

25%

$95,376 to $182,100

24%

28%

$182,101 to $231,250

32%

33%

$231,251 to $578,125

35%

35%

$578,126 or more

37%

39.60%




Current and projected future tax brackets

2024 2026

Tax Rate SINGLE MFJ Tax Rate SINGLE MFJ
10% $0 - $11,600 $0 - $23,200 10% $0 - $9,325 $0 - $18,650
15% $11,601 - $47,150 $23,201 - $94,300 15% $9,326 - $37,950 $18,650 - $75,900
25% $47,151 - $100,525 $94,301 - $201,050 25% $37,951 - $91,900 $75,901 - $153,101
28% $100,526 - $191,950 $201,051 - $383,900 28% $91,901 - $191,650 $153,901 - $233,350
32% $191,951 - $243,725 $383,901 - $487,450 32% $191,651 - $416,700 $233,351 - $416,700
35% $243,7256 - $609,350 $487,451 - $731,200 35% $416,701- $418,400 $416,701 - $470,700
40% $609,351 or more $731,201 or more 40% $418,400 plus $470,700 plus

Tax Increase- 2026 over 2024 Single MFJ
$250k Taxable Income Approx. $7,500  Approx. $11,500
$1m Taxable Income Approx. $21,000 Approx. $43,000

Source: Efile.com
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Standard Deductions

The standard deduction was nearly doubled
for all filing statuses ($12,000 for single filers
and $24,000 for married filing jointly) by the
TCJA (2017). Starting in 2026, the standard
deduction will be about half of what it is
currently, adjusted for inflation. Given this
significant change, taxpayers may utilize
standard deductions much less than they are
currently.




ltemized Deductions

e SALT: The state and local tax (SALT) deduction was capped at $10,000, which had a significant impact on
taxpayers in high-tax states. After 2025, this limitation will expire, allowing greater benefit from deducting
taxes paid during the calendar year, including real estate taxes, state or local income taxes, and personal
property taxes.

e Mortgage interest deduction: The TCJA generally suspended the home equity loan interest deduction. It
limited the home mortgage interest deduction to the first $750,000 of debt (if married filing jointly) for any
loan originating on or after Dec. 16, 2017. Beginning in 2026, the mortgage interest deduction will revert
to pre-TCJA levels, allowing interest to be deducted on the first $1 million in home mortgage debt and
$100,000 in a home equity loan.

e Miscellaneous itemized deductions: The TCJA temporarily eliminated most miscellaneous itemized
deductions, such as investment/ advisory fees, legal fees, and unreimbursed employee expenses. These
deductions will once again be allowed, starting Jan. 1, 2026, under the previous rules, to the extent they
exceed 2% of the taxpayer’s adjusted gross income.



Other tax items

e  Child tax credit: The child tax credit was increased from
$1,000 to $2,000 per qualifying child. This higher tax credit
will revert to pre-TCJA levels in 2026 of $1,000 per
qualifying child.

e  Personal exemptions: The TCJA temporarily suspended
personal exemptions. The personal-exemption rules will
returnin 2026 once the provision sunsets. The personal
exemption will be $2,000 per taxpayer and qualified
dependents, adjusted for inflation (for 2023, the deemed
amount, used in calculating other tax amounts that
reference it, is $4,700). The personal exemption phases out
at higher income levels.

e Alternative minimum tax (AMT) exemption and phaseout: The
TCJA increased exemption amounts and phaseout
thresholds, lessening the AMT burden on taxpayers. At
sunset, the AMT exemption will revert to pre-TCJA levels.

e Incalculating the AMT, you cannot take itemized deductions for
state and local income tax, real estate taxes and personal
property taxes, even though these are deductible on your
regular return.” AMT rates start at 26% and are capped at 28%,
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Qualified business income (QBI) 20% deduction (Sec.

199A): Owners of pass through businesses, such as
partnerships and S corporations, as well as sole
proprietorships, may currently claim a deduction of up to 20%
of QBI. For 2024, this deduction begins to phase out when
taxable income before any QBI deduction exceeds $191,950
($383,900 for married joint filers). The limitations are fully
phased in once taxable income exceeds $241,950 or
$483,900, respectively. Beginning in 2026, the Sec. 199A
QBI deduction no longer will be available.

Bonus depreciation on qualified property: Sec. 168(k) allows
an additional first-year depreciation deduction equal to an
applicable percentage of the cost basis of qualified property
(e.g., equipment, autos, furniture, and fixtures) placed in
service during the year. the provision sunsets after Dec 31,
2026. . Applicable percentages are as follows:

e  60% for property placed in service after Dec. 31, 2023,
and before Jan. 1, 2025;

e  40% for property placed in service after Dec. 31, 2024,
and before Jan. 1, 2026;

e 20% for property placed in service after Dec. 31, 2025,
and before Jan. 1, 2027; and

e 0% (bonus expires) for property placed in service after
Dec. 31, 2026.
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Take advantage of current lower
marginal income tax brackets

e Maximize retirement contributions: Contributing to retirement accounts such as 401(k) plans, individual retirement
accounts (IRAs), and simplified employee pension plans (SEP-IRAs) reduces taxable income and therefore income
taxes. For self-employed individuals, you may want to consider a Defined Benefit Plan where contribution limits are
up to $275,000 for 2024.

e Consider Roth conversions: Explore the option of gradually converting a portion of traditional retirement savings into
Roth accounts over time. This can enhance the diversity of individuals’ tax strategies for retirement. Individuals
holding a blend of pretax and Roth savings could gain improved control over their future tax obligations. For instance,
during times of lower tax brackets, it might be prudent to withdraw from pre tax sources and later, when facing higher
tax brackets, tap into Roth IRA funds.

e Reconsider timing of deductions: If taxpayers anticipate that their tax rate will be higher in future years when the
TCJA provisions expire, where incurring a deductible expenditure can be deferred, they should consider delaying
paying or incurring it until the higher rates come into play, because these deductions would be more valuable against
higher income tax rates. This strategy applies to various deductions such as business expenses, charitable donations,
and SALT payments for 2025 (additionally, because the latter will no longer be limited by the $10,000 ceiling
beginning in 2026). In addition, the scheduled reduction of standard deduction amounts may make itemized
deductions more beneficial than they were previously.



Maximize the tax benefits of charitable
giving by using a multi-year plan

When calculating taxable income, you can elect to itemize your deductions for items like your state and local taxes, mortgage
interest, and charitable contributions, or use the standard deduction available to every taxpayer.

With the proposed changes coming with respect to itemized and standard deductions, the impact of charitable deductions
when itemizing, become much more significant.

You may want to consider a “bunching” charitable giving strategy in which you make larger lump sum contributions in given
years versus spreading out smaller contributions over a longer period.

So for example, rather than gifting $5,000 per year for three years, you could gift $15,000 in one year. Given the proposed
reduction to the standard deduction, gifting a larger amount one time will more than likely help you to exceed the standard
deduction as you will receive a greater tax benefit by itemizing.

Another vehicle to use for your charitable gifting is a Donor-Advised Fund (DAF). When funding a DAF, if you itemize, you get
the full tax benefit in the year you contribute and there is no timeline for when the funds need to be dispersed to your
respective charities.



Prepare for the changes to the federal
lifetime and gift tax exemptions

The Federal Exemption is the amount of assets which can pass free of federal estate, gift and
generation-skipping taxes (“the federal basic exclusion amount”). It's excluded from your estate when
calculating federal estate taxes owed after death. Currently, federal estate tax rates start at 18% and can be
as high as 40%. It’s essential to plan out how you will transfer wealth to your loved ones and charities during
and after your lifetime to minimize estate taxes.

During the next few years, it's important for you and your team of tax and financial professionals to monitor
potential changes to the estate and gift tax rates and limits to help you better plan ahead.

In the meantime, you should continue to take advantage of some of the common methods to transfer wealth,
such as the annual gift exclusions (of $18,000 per donor per receipt per year), §529 contributions, and
charitable giving. These strategies have the benefit of removing assets from your estate, along with any future
appreciation of these assets, while allowing your family, future generations, and charities to benefit from these
gifts during your lifetime.



Estate and gifting planning strategies

Gifting to family members: Transfer assets that are income-producing property to family members who might be in lower tax brackets.

Consider paying lifetime gift taxes now to further reduce the value of your estate. By paying gift taxes, it will increase the donee’s basis,
hence reducing their income taxes paid upon disposition.

Utilize one spouse’s lifetime exemption: A strategic approach to planning includes a spouse utilizing their complete lifetime exemption by
gifting assets while preserving the other spouse’s exemption. This ensures that even after the anticipated reduction in the exemption, one
spouse’s exemption will still be accessible. As a result, a married couple can currently transfer as much as $12.92 million while retaining
the availability of one spouse’s lifetime exemption for use in 2026 if the exemption regulations change.

Spousal lifetime access trust (SLAT): Using a SLAT, married couples can harness the benefits of the current gift tax exclusion while also
receiving income distributions. This strategy involves the transfer of assets into an irrevocable trust, effectively eliminating these assets
from the grantor’s estate, thereby exempting them from estate taxes. Simultaneously, the grantor retains an indirect stake in the trust
assets by way of their ability to access income distributions. With SLAT's, the grantor is responsible for paying taxes on the trust, which
also reduces their taxable estate. Further, assets in the SLAT do not get a step-up in basis as do assets in a Credit Shelter Trust which
takes effect at grantor’s death.

Grantor retained annuity trust (GRAT): GRATSs are irrevocable trusts that serve the purpose of transferring assets away from the estate of
the individual establishing the trust (the grantor), while guaranteeing a steady stream of income to the grantor. In such instances, the
grantor, having moved assets into the trust, becomes eligible to receive a series of annuity payments for a designated duration of years.
Once the term of the trust ends, the assets remaining are distributed to the remainder beneficiary; usually, these are the grantor’s children
or grandchildren, passing free of estate and gift taxes. With GRAT’s, the grantor is responsible for paying taxes on the trust, which also
reduces their taxable estate.



Estate and gifting planning strategies (cont'd)

e Utilize capital gains tax rates: Long-term capital gains tax rates are typically lower than ordinary income tax rates. If
taxpayers have investments with significant gains, they can consider strategically realizing those gains before overall
individual tax rates increase.

e Education savings accounts: Contribute to Sec. 529 plans or other education savings accounts to take advantage of
tax-free growth and withdrawals for qualified education expenses.

e Harvest capital losses: Consider tax-loss harvesting to offset capital gains with capital losses and reduce overall tax
liability. Depending on an individual’'s facts and circumstances, it could make sense to hold off on harvesting losses
until 2026, when the income thresholds for capital gains taxes will adjust, because capital gains at that time could be
taxed at a higher marginal rate, making the losses more valuable in 2026 (see Fleming, “The Economics of Tax-Loss
Harvesting,” 54-9 The Tax Adviser 42 (September 2023).

e  Charitable giving: Charitable contributions not only can be deducted from taxable income, reducing income taxes, but can
also be used as a vehicle for estate tax planning. Consider donating appreciated assets to charity to avoid capital gains
taxes and to receive a tax deduction. Giving strategies may include donor-advised funds, charitable gift annuities,
charitable remainder trusts, or private foundations. If an individual is thinking of making donations in 2025 rather than 2026,
they should evaluate whether 2026 offers a more favorable scenario for deductions due to an anticipated increase in their
income tax rates.
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your time!

Schedule a free consultation
to prepare:

fullcourtstrategicwealth.com

jcole@fullcourtstrategicwealth.com
(267)970-6464
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