
To our clients and friends:

Happy 2021!  Although it is now a cliché, we could not have imagined what 2020 would bring as we wrote 
to you at the beginning of last year.  We were fortunate to be able to shift to a virtually fully remote office 
in March and continue to provide high quality service to our clients.  As we all adjust to a new normal, we 
appreciate you, our clients and friends, continuing to allow us to serve you during these uncertain times.

Even in the midst of the turmoil of 2020, many of our attorneys were recognized by their peers and the   
community for their excellence.

 • Laura Haley, Kandice Damiano, and Jennifer Sibley became partners in the Firm. Laura (Fort   
   Worth), Kandice (Fort Worth), and Jennifer (Dallas) each brings unique skills that make them an
  integral  part of the team.  Please join us in congratulating them on this achievement!
 • Marvin Blum and Amy Ott were included in the third annual list of Fort Worth, Inc.’s Most Influential  
  People.
 • Four of our attorneys were selected to Texas Monthly magazine’s 2020 Texas Super Lawyers list.    
  Marvin Blum, John Hunter, and Dyann McCully were recognized in Estate Planning & Probate,   
  while David Bakutis was recognized in Estate & Trust Litigation.  Marvin was also named as a Top   
  100 Super Lawyer for the State of Texas.
 • Seven attorneys were selected to Texas Monthly Magazine’s 2020 Texas Rising Stars list.  Amanda   
  Holliday, Rachel Saltsman, Jeff Hamilton, Jennifer Sibley, Kandice Damiano, Beth Hamilton, and  
  Amy Ott all were named in the area of Estate Planning & Probate.
 • 360 West magazine recognized Len Woodard as a 2020 Top Attorney in Tax Law and Rachel   
  Saltsman as a 2020 Top Attorney in Wills, Trusts, Estates and Probate.
 • Fourteen of our attorneys were named 2020 Top Attorneys by Fort Worth magazine.  Marvin Blum,  
  Amanda Holliday, Rachel Saltsman, David Bakutis, Dyann McCully, Julie Plemons, Laura Haley,  
  Kandice Damiano, Cathy Moon, Emily Taylor, Beth Hampton, and Amy Ott were recognized   
  in the Probate/Estates/Trusts category, while John Hunter and Len Woodard were recognized in the  
  Tax category.

We have also had the pleasure of adding three attorneys to our team.  Matthew Rittmayer and Merritt Rose 
joined the Dallas office, while Keith Morris joined the Fort Worth office.

Matthew came to us with ten years of experience, the last five years of which have been in estate planning, 
probate, and estate administration.  Matthew earned his J.D. from Texas Tech University School of Law magna 
cum laude in 2009 and his B.A. in History from Emory University.  While at Texas Tech, Matthew served on the 
Texas Tech Law Review and achieved academic recognition in several classes.

Merritt received her J.D. from the SMU Dedman School of Law magna cum laude, where she served on the SMU 
Law Review, as President of Phi Delta Phi, and as Treasurer of the Tax Law Society.  Merritt earned her B.B.A. 
and Master of Professional Accounting from The University of Texas at Austin.  Prior to attending law school, she 
worked for the international accounting firm of Ernst & Young LLP.   Merritt is also a CPA.

Keith is a leading probate and guardianship litigation attorney, practicing across Texas.  Keith also focuses 
on estate administration, estate planning, and serving as mediator for probate and guardianship matters 
and is experienced in representing companies in probate administrations who seek to open creditor’s              
administration.  Keith earned his J.D. from the University of Houston Law Center in 2001 and his B.A. in Political 
Science from Texas A&M University in 1997.

As we look to the future, uncertainties continue to abound, but the results of the election have brought clarity to 
at least one thing – tax laws will be changing sooner rather than later.  We will be watching these developments 
closely and look forward to working with you to take advantage of the planning opportunities that continue 
to be available.  In the following pages, we discuss these opportunities and other hot topics in more detail.  As 
always, we are available to discuss any questions you may have as you review this information.

We wish you a happy and healthy 2021! 
  

The Blum Firm, P.C.
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President Biden has called for several changes in the tax code that will have a significant impact on taxpayers.  Below are a few key tax points 
that Biden is looking to change. 

• RReettuurrnn  ttoo  22000099  EEssttaattee  TTaaxx  LLeevveellss.  Biden has called for a return to the 2009 estate tax levels when the estate tax exemption was 
$3.5 million, lifetime gift exemption was $1 million, and the top rate for the estate tax was 45% (versus 40% today). 

• RRaaiissee  ttoopp  iinnddiivviidduuaall  bbrraacckkeett  to 39.6% from 37%. 

• RRaaiissee  ccoorrppoorraattee  ttaaxx  rraattee  to 28% from 21%. 

• IInnccrreeaassee  CCaappiittaall  GGaaiinnss  aanndd  DDiivviiddeennddss  TTaaxx  RRaattee..  Tax capital gains and dividends at 43.4% (39.6% and 3.8% NII tax) if income is above          
$1 million. 

• EElliimmiinnaattee  SStteepp--UUpp  iinn  BBaassiiss  aatt  DDeeaatthh..  The step-up in basis helps reduce capital gains tax when inherited assets are sold.  If the basis step-up 
is eliminated, it is unclear if there would be a carryover basis or a capital gain tax imposed at death on assets not passing to a spouse or charity. 

• IInnccrreeaassee  PPaayyrroollll  TTaaxx  ffoorr  WWaaggeess  aabboovvee  $$440000,,000000..   Biden has proposed that wages above $400,000 be exposed to the full 12.4% social   
security taxes, plus Medicare tax of 2.9% and 0.9% surcharge, for total payroll tax of 16.2%. 

• RReeppeeaall  lliikkee--kkiinndd  eexxcchhaannggee of real property if income is above $400,000. 

• PPhhaassee  oouutt  2200%%  ppaassss--tthhrroouugghh  ddeedduuccttiioonn if taxable income is above $400,000. 

• CCuutt  bbaacckk  iitteemmiizzeedd  ddeedduuccttiioonnss if income is above $400,000 and cap benefit at 28%. 

In addition to the above-mentioned items, President Biden and other elected Democrats have considered eennaaccttiinngg  aa  PPrreemmiiuumm  TTaaxx to pay for   
Medicare for All, iinnccrreeaassiinngg  ffuunnddiinngg  ttoo  tthhee  IIRRSS  to improve enforcement of tax laws, and iimmppoossiinngg aann  aannnnuuaall  ““WWeeaalltthh  TTaaxx..””  If any of these changes 
impact you, consider engaging in additional planning to minimize the impact of these changes. 

BB IIDDEENN’’ SS   TTAAXX  PPLLAANNSS  CCOOUULLDD  IIMMPPAACCTT  YYOOUU!!   

TTHHII SS  II SS  TTHHEE  GGOOLLDDEENN  AAGGEE  OOFF  EESSTTAATTEE  PPLLAANNNNIINNGG   

Too often, a golden age is not recognized as such until it has passed.  We believe that is true with the current golden age in estate tax          
planning.  Right now, wwee  hhaavvee  mmaannyy  ttoooollss  aavvaaiillaabbllee  to reduce and even eliminate the estate tax for those willing to undergo aggressive          
planning.  Valuation discounts, the enormous gift tax exemption, low interest rates, and other tools have led some to call the estate tax a 
“voluntary tax.”  All of those tools can be lost whenever Congress and the President decide to eliminate them.  We can think of about 27 trillion 
reasons why they may have little choice to eliminate many of these tools over the next few years.  That’s right, the national debt is that big!   

OOnnee  ooff  tthhee  mmoosstt  eeffffeeccttiivvee  ttoooollss  iinn  tthhee  eessttaattee  ttaaxx  rreedduuccttiioonn  aarrsseennaall  iiss  tthhee  ggrraannttoorr  ttrruusstt..    A grantor trust is an irrevocable trust that does not pay any 
income tax.  Instead, the trust’s income is taxable to a wealthy individual who is subject to the estate tax.  The income tax paid by the individual is 
essentially a nontaxable gift to the grantor trust that is not subject to the estate tax.  The growth of the assets owned by grantor trusts is 
“supercharged”  because the trust growth is not reduced by any income tax.  Here at The Blum Firm, our mission is to reduce your estate tax by 
using the tools that are right for you!  

Interest rates are at historic lows.  Before rates begin to climb, consider: (i) refinancing existing promissory notes with a 3 to 9 year term to a long 
term note, which can often be set for 20 or more years; and (ii) engaging in tax-free wealth transfer techniques that work best in a low interest 
rate environment.   

The premiere technique involves a sale of appreciating and/or income-producing assets to a Beneficiary Defective Trust (or “678” Trust) in     
exchange for a promissory note at the applicable federal rate (currently 0.62% for a 9-year note or 1.62% for a 10+ year note in March of 
2021).  TThhee  667788  TTrruusstt  iiss  oouuttssiiddee  ooff  yyoouurr  eessttaattee  ffoorr  eessttaattee  ttaaxx  ppuurrppoosseess,,  bbuutt  ssttiillll  ssuubbjjeecctt  ttoo  yyoouurr  ccoonnttrrooll  aanndd  aacccceessssiibbllee  ffoorr  yyoouurr  nneeeeddss..    To the extent 
the appreciation and income generated by the property sold to the 678 Trust exceeds the interest, you will have reduced your estate tax       
exposure.  When combined with valuation discounts typically available on the sale of a minority interest in a closely-held business, the estate tax 
savings can be significant.  The sale technique can also be used with trusts for the benefit of a spouse or children.   

LL OO CC KK   II NN   LLOOWW  IINNTTEERREESSTT  RRAATTEESS  BBEEFFOORREE  TTHHEEYY  RRII SSEE   

Each year, the estate and gift tax exemption (the “lifetime exemption”) is adjusted to account for inflation.  In 2021, the lifetime exemption     
increased to $11.7 million.  This is an increase of $120,000 from the 2020 lifetime exemption levels.  For those individuals who previously made 
gifts based on last year’s exemption amounts, ccoonnssiiddeerr  mmaakkiinngg  aann  aaddddiittiioonnaall  ggiifftt  ooff  $$112200,,000000  tthhiiss  yyeeaarr  ttoo  uussee  yyoouurr  ffuullll  eexxeemmppttiioonn  aammoouunntt.. 

TT AA KK EE   AA DD VV AA NN TT AA GG EE   OO FF   TT HH EE   $$ 11 22 00 ,, 00 00 00   EE XX EE MM PP TT II OO NN   II NN CC RR EE AA SS EE   

A limited partnership or limited liability company, when established for valid business or asset protection purposes, can provide significant   
transfer tax savings. TThhee  mmaaiinn  ttrraannssffeerr  ttaaxx  bbeenneeffiitt  lliieess  iinn  tthhee  aabbiilliittyy  ttoo  aappppllyy  aa  vvaalluuaattiioonn  ddiissccoouunntt  ttoo  iinntteerreessttss  iinn  ssuucchh  eennttiittiieess  wwhheenn  ttrraannssffeerrrreedd  ((eeiitthheerr  
bbyy  ggiifftt  oorr  ssaallee)),,  tthheerreebbyy  rreedduucciinngg  tthhee  vvaalluuee  ooff  tthhee  ggiifftt  oorr  tthhee  ssaallee  pprriiccee..  For years, family owned or controlled entities have qualified for valuation 
discounts. Frustrated with this, the IRS tried to take action prior to the end of President Obama’s presidency that would significantly curtail     
valuation discounts for such entities but failed. Now that the House of Representatives and the Senate are controlled by the Democrats, there is a 
possibility that legislation could be passed to curtail valuation discounts.  Consider planning with your limited partnership and LLC interests now 
to lloocckk  iinn  vvaalluuaattiioonn  ddiissccoouunnttss  before they go away. 

VVAALLUUAATT IIOONN  DD II SSCCOOUUNNTTSS  OONN  TTHHEE  CCHHOOPPPPIINNGG  BBLLOOCCKK??   
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“voluntary tax.”  All of those tools can be lost whenever Congress and the President decide to eliminate them.  We can think of about 27 trillion 
reasons why they may have little choice to eliminate many of these tools over the next few years.  That’s right, the national debt is that big!   

OOnnee  ooff  tthhee  mmoosstt  eeffffeeccttiivvee  ttoooollss  iinn  tthhee  eessttaattee  ttaaxx  rreedduuccttiioonn  aarrsseennaall  iiss  tthhee  ggrraannttoorr  ttrruusstt..    A grantor trust is an irrevocable trust that does not pay any 
income tax.  Instead, the trust’s income is taxable to a wealthy individual who is subject to the estate tax.  The income tax paid by the individual is 
essentially a nontaxable gift to the grantor trust that is not subject to the estate tax.  The growth of the assets owned by grantor trusts is 
“supercharged”  because the trust growth is not reduced by any income tax.  Here at The Blum Firm, our mission is to reduce your estate tax by 
using the tools that are right for you!  

Interest rates are at historic lows.  Before rates begin to climb, consider: (i) refinancing existing promissory notes with a 3 to 9 year term to a long 
term note, which can often be set for 20 or more years; and (ii) engaging in tax-free wealth transfer techniques that work best in a low interest 
rate environment.   

The premiere technique involves a sale of appreciating and/or income-producing assets to a Beneficiary Defective Trust (or “678” Trust) in     
exchange for a promissory note at the applicable federal rate (currently 0.62% for a 9-year note or 1.62% for a 10+ year note in March of 
2021).  TThhee  667788  TTrruusstt  iiss  oouuttssiiddee  ooff  yyoouurr  eessttaattee  ffoorr  eessttaattee  ttaaxx  ppuurrppoosseess,,  bbuutt  ssttiillll  ssuubbjjeecctt  ttoo  yyoouurr  ccoonnttrrooll  aanndd  aacccceessssiibbllee  ffoorr  yyoouurr  nneeeeddss..    To the extent 
the appreciation and income generated by the property sold to the 678 Trust exceeds the interest, you will have reduced your estate tax       
exposure.  When combined with valuation discounts typically available on the sale of a minority interest in a closely-held business, the estate tax 
savings can be significant.  The sale technique can also be used with trusts for the benefit of a spouse or children.   

LL OO CC KK   II NN   LLOOWW  IINNTTEERREESSTT  RRAATTEESS  BBEEFFOORREE  TTHHEEYY  RRII SSEE   

Each year, the estate and gift tax exemption (the “lifetime exemption”) is adjusted to account for inflation.  In 2021, the lifetime exemption     
increased to $11.7 million.  This is an increase of $120,000 from the 2020 lifetime exemption levels.  For those individuals who previously made 
gifts based on last year’s exemption amounts, ccoonnssiiddeerr  mmaakkiinngg  aann  aaddddiittiioonnaall  ggiifftt  ooff  $$112200,,000000  tthhiiss  yyeeaarr  ttoo  uussee  yyoouurr  ffuullll  eexxeemmppttiioonn  aammoouunntt.. 

TT AA KK EE   AA DD VV AA NN TT AA GG EE   OO FF   TT HH EE   $$ 11 22 00 ,, 00 00 00   EE XX EE MM PP TT II OO NN   II NN CC RR EE AA SS EE   

A limited partnership or limited liability company, when established for valid business or asset protection purposes, can provide significant   
transfer tax savings. TThhee  mmaaiinn  ttrraannssffeerr  ttaaxx  bbeenneeffiitt  lliieess  iinn  tthhee  aabbiilliittyy  ttoo  aappppllyy  aa  vvaalluuaattiioonn  ddiissccoouunntt  ttoo  iinntteerreessttss  iinn  ssuucchh  eennttiittiieess  wwhheenn  ttrraannssffeerrrreedd  ((eeiitthheerr  
bbyy  ggiifftt  oorr  ssaallee)),,  tthheerreebbyy  rreedduucciinngg  tthhee  vvaalluuee  ooff  tthhee  ggiifftt  oorr  tthhee  ssaallee  pprriiccee..  For years, family owned or controlled entities have qualified for valuation 
discounts. Frustrated with this, the IRS tried to take action prior to the end of President Obama’s presidency that would significantly curtail     
valuation discounts for such entities but failed. Now that the House of Representatives and the Senate are controlled by the Democrats, there is a 
possibility that legislation could be passed to curtail valuation discounts.  Consider planning with your limited partnership and LLC interests now 
to lloocckk  iinn  vvaalluuaattiioonn  ddiissccoouunnttss  before they go away. 

VVAALLUUAATT IIOONN  DD II SSCCOOUUNNTTSS  OONN  TTHHEE  CCHHOOPPPPIINNGG  BBLLOOCCKK??   
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Most folks don’t think about taking their estate plan for a test drive. It’s often just a set of documents that gets put on a shelf with the 
hope that it all works out when the time comes. This would be like leaving the racecar collecting dust in the garage until race day. A “test 
run” of estate administration is like a look under the hood that gives you the opportunity to tinker so that things run more smoothly for a 
winning finish. This puts you firmly in the driver’s seat of your estate plan. 

Basically, a test run of your estate administration would give you a look at the bbiigg  ppiiccttuurree  ooff  hhooww  tthhee  ddooccuummeennttss  wwoouulldd  wwoorrkk  iiff  yyoouu  ppaasssseedd  
aawwaayy  ttooddaayy—who gets what, when they get it, who serves in what role—all based on your documents as currently written and the facts 
that exist now. Often, within the first days of losing a loved one, families discover aspects of the estate plan they wish they had changed. A 
test run can also allow you to make these changes.  

RReedd  ffllaaggss  on the course include any of the following: 

• Existing documents were drafted mmoorree  tthhaann  ffoouurr  yyeeaarrss  ago 

• SSiiggnniiffiiccaanntt  lliiffee  eevveennttss  hhaavvee  ooccccuurrrreedd  for you or your family members, such as marriage or divorce 

• Serious health challenges have arisen for you or your family members 

• CChhiillddrreenn  oorr  ggrraannddcchhiillddrreenn  wweerree  bboorrnn  

• Bank accounts were inadvertently sseett  uupp  ttoo  ppaayy  oonn  ddeeaatthh  ttoo  aa  cceerrttaaiinn  ppeerrssoonn, circumventing the will 

We can help you perform a test run of your estate administration. Alternatively, if you take your estate administration for a test drive   
yourself and find that assets weren’t distributed as you intended or the right people weren’t appointed to the right roles, we can help you 
tune-up your estate plan. 

TTAAKKEE  YYOOUURR  EESSTTAATTEE  PPLLAANN  FFOORR  AA  TTEESSTT  DDRRIIVVEE   

The comments compiled for this newsletter are general in nature and are not tailored to any particular situation.  As in the case with any estate, tax or financial planning recommendation, the planning tips 
suggested in this summary should not be implemented without carefully considering the total economic impact and obtaining the advice of counsel.  The advice of an attorney, accountant, or other financial 
planning professional will provide valuable aid in analyzing the suitability of the particular estate, tax, or financial planning tip for you.  By providing this information, The Blum Firm, P.C. does not assume any 
obligation to provide notification of future changes in laws.  Please contact us if the information we have provided affects you and you would like to discuss.  The content of this letter was prepared by        
Marvin E. Blum. 


