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Key points

¢ A comprehensive annual review of your wealth plan can help you identify
opportunities that may not have existed even at the beginning of the year

* With a shifting economy, election year, and potential tax legislation changes
down the road, it’s even more important to be sure your plan is well-

positioned for what’s ahead

* We share our top seven year-end tax and estate planning action items to
address before the end of 2024

As we approach the end of 2024, it is time to review your wealth plan considering
changing circumstances surrounding the economy, tax legislation, and your own
personal situation. A comprehensive review of your wealth plan can help you identify
opportunities that may not have existed even at the beginning of the year. It should also
help to generate considerations about adjustments to your planning to set yourself up
for an optimal year ahead.

To that point, we have laid out our top seven year-end tax and estate planning action
items to address before the end of 2024. Some of these areas are evergreen, as they are
items that should be addressed at least annually, and some are specific to the economic
environment and anticipated legislative changes. The goal, however, is the same for
each of them—continue to optimize and evolve your wealth plan for the ever-changing
conditions that may impact it.

These action items range from maximizing annual contributions to evaluating your plan
in light of changing legislation, reviewing your income tax situation and investment
portfolio, preparing for anticipated interest rate cuts, reviewing your beneficiary
designations, and assessing your estate plan.
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1. Maximize annual contributions and annual exclusion gifts

Some fundamental planning opportunities that should be reviewed annually are your
contributions to retirement plans and health savings accounts (HSAs). Contributions

to these types of plans can help your income tax situation for the year and enhance

the state of your overall financial plan. If eligible, you can contribute to your employer
retirement plan (i.e., 401(k), 403(b), etc.) or an individual retirement account (IRA). These
contributions not only help you save toward retirement but may also reduce your taxable
income for the year. The Internal Revenue Service (IRS) sets a maximum limit on how
much you can contribute to these plans. In 2024 for example, the maximum amount

you can contribute to a 401(k) is $23,000 (and an additional $7,500 if over age 50) and
$7,000 to an IRA (and an additional $1,000 if over age 50). Beginning in 2025, the
catch-up contribution for an IRA is indexed for inflation, so that may start to increase

year over year.

The HSA is another way to save for future expenses while reducing your current taxable
income. To be eligible to contribute to this type of account, you must be enrolled in a high
deductible health plan. An HSA allows for tax-free growth on contributions as well as tax-
free withdrawals if used for qualified medical expenses. Because this type of account is
not “use-it-or-lose-it” on an annual basis, it can be a beneficial tax-free savings tool to pay
for health care costs in your later retirement years. Like retirement plans, the IRS imposes
a limit on annual contributions to HSA accounts, and it is set in 2024 at $8,350 for family
coverage (or $4,150 for individual coverage), with an additional $1,000 allowed if over

age 55.

Beyond retirement and health care expense planning, there are 529 education savings
plans used to save for education expenses on a more tax-efficient basis. These plans
allow for tax-free growth of contributions, and tax-free withdrawals if used for qualified
education expenses for the beneficiary of the plan. Additionally, assets in a 529 plan

are not includable in your gross estate, which can be an estate tax benefit for wealthier
individuals. Many states also offer an income tax deduction for contributions made during
the year. Check with your tax advisor to see if your contributions qualify.

Finally, making annual exclusion gifts before the end of each year remains a straightforward
way to help reduce potential estate and gift tax exposure. Annual exclusion gifting allows
every individual to make gifts on a tax-free basis up to $18,000 ($36,000 for a married
couple) to as many other individuals as desired without counting against your lifetime
federal estate and gift tax exemption. This can be a substantial amount passing free from
gift tax if both grandparents, for example, give $18,000 to each child and grandchild in
their family. For those not ready to implement a full estate and gift tax mitigation strategy,
but who still may have estate tax exposure after the anticipated decrease in the lifetime
federal estate and gift tax exemption in 2026, annual exclusion gifting can be a proactive

strategy to begin reducing such exposure in a more modest way.
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changes imposed
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December 31, 2025,
with these laws
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2. Evaluate your plan considering changing legislation

You should review your financial and estate plans frequently due, in part, to changes in the
laws. An impactful change to the law is coming at the end of 2025 when many important
provisions of the Tax Cuts and Jobs Act of 2017 (TCJA) are due to sunset (or expire). The
impact will be felt in both income and estate tax planning. Income tax rates on taxable
income will increase by a couple of percentage points for most taxpayers. Also set to
expire is the tax deduction for qualified business income (QBI), which allows up to a 20%
deduction on QBI for certain businesses. Given these less favorable income tax rates on
the horizon, you may want to accelerate some income into 2024 to lock in a potential tax
savings on that income.

The federal unified estate and gift tax exemption for 2024 has been at an all-time high of
$13.61 million per individual ($27.22 million per married couple), up $690,000 from 2023,
due to an inflation adjustment. The projected inflation adjustment to the exemption amount
for 2025 has not been determined yet, but the federal unified estate and gift tax exemption

will likely approach $14 million per person ($28 million per married couple) for 2025.

Based upon current law, many of the changes imposed under the TCJA—including these
all-time high increased exemption amounts—will sunset after December 31, 2025, with
these laws currently scheduled to revert to those that existed prior to the TCJA. Thus,
absent any new legislation, these high exemption thresholds are temporary and are
currently set to expire and be significantly reduced at the end of 2025 to a pre-2017 level
of $5 million, adjusted for inflation (approximately $7 million per person). Any difference
in these higher exemption amounts and the post-2025 reduced amounts will be lost if not
used, so the time to act is now.

Depending on your assets, current estate and gift tax exposure, and estate planning goals,
there are several gifting strategies, including outright gifts and gifts to trusts, to consider
implementing prior to 2026 to take advantage of this window of opportunity. Because
various states have their own estate and inheritance tax rules, state transfer taxes should
be considered and coordinated with your overall plan to help ensure that state transfer tax

savings are also optimized.

The timing of gifts is important, whether annual exclusion gifts or tax-deductible gifts to
charity. As we approach the end of 2024, there are timing requirements to be aware of
with respect to year-end gifts. To obtain any tax benefit, a gift must be “complete” by
year end. This means that the gift has been delivered to and accepted by the recipient.
Gifts to charitable organizations are generally treated as completed gifts (and, therefore,
deductible by the donor) in the year such gifts are mailed by the donor to the charity.
However, gifts to individuals must be fully completed before the end of the calendar year
(December 31) for the gift to be complete for gift tax purposes. If making a gift of cash
by check close to the end of the calendar year, such gifts should be both delivered by
the donor to the beneficiary and deposited into the beneficiary’s own account no later
than December 31. As to gifts of noncash assets such as securities, the transfer of those
securities should likewise be fully completed and registered in the beneficiary’s name no
later than December 31. Waiting until the final week of the year can encounter a significant

number of unpleasant surprises.
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One other legislative change that will have immediate impact is the IRS’ ruling on
required distributions from recently inherited retirement accounts under the Setting
Every Community Up for Retirement Enhancement (SECURE) Act. For retirement
accounts that were inherited by some beneficiaries after 2019, there had been some
confusion and misinterpretation of the SECURE Act’s intention on required distributions
from those inherited accounts. This year, however, the IRS issued its final regulations
regarding required distributions from inherited retirement accounts. For those
“designated beneficiaries” who inherited a retirement account from an account owner
who died in 2020 or later, and if that deceased account owner had already begun

their required distributions, those beneficiaries must continue taking annual required
distributions while fully depleting the account by the end of the tenth year after the
account owner’s death. This means that many beneficiaries of recently inherited
retirement accounts may now have to start taking distributions from their inherited
account, which will be taxable income to them (unless the account is a designated Roth
account). Those beneficiaries should consider their own income tax circumstances,
pending income tax rate increases, and the ten-year timeframe to empty the account to
determine if they should be distributing even more than they are required to this year,
and in the next few years.

3. Review your income tax picture

Higher than expected income for the year

The final months of every year provide you with the ability to fine tune your income tax
situation for that year. For instance, if you find that you have had a year of higher-than-
expected income, there could be the opportunity to reduce some of that taxable income
before the year is out. Taking advantage of investment losses is one way to assist with
this. Your portfolio may have some underperforming assets that you can purposely

sell at a loss to offset some, or all, of the capital gains you have realized during the

year. This strategy is often referred to as tax-loss harvesting and should be one of the
planning options that you routinely consider at the end of each year. In addition to
offsetting capital gain income, another benefit of generating capital losses is that any
unused capital losses this year could be used against ordinary income up to $3,000
with the excess carried forward to use in future tax years. However, take note of the IRS’
wash sale rule when taking advantage of capital losses. This rule states that a loss may
be disallowed for tax purposes if the security you are selling was purchased 30 days
before or repurchased 30 days after the sale. To avoid this restriction, you are allowed to

purchase a similar but not a “substantially identical” security to the one sold.

Another easy way to reduce income in a high tax year is to give to charity. One strategy
involves what is typically referred to as bunching charitable contributions. Bunching is a
strategy to provide several years of charitable contributions in one tax year. The idea is
that a larger charitable donation in one year may allow you to itemize your deductions,
instead of using the standard deduction, and thus gain an income tax benefit for your
charitable contributions during the year.
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Now, with stricter
distribution rules for
beneficiaries, the
potential tax-free
nature of a Roth IRA
can be an even more
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A second way to provide for charity, while gaining an income tax benefit, is taking
advantage of the qualified charitable distribution (QCD) from your IRA. Through a
QCD, the IRS allows individuals to transfer up to $105,000 (in 2024) directly from an
IRA to a qualified charitable organization. The amount transferred as part of a QCD
can be counted towards your required minimum distribution (RMD), if you are subject
to it, without adding to your annual taxable income. This can be a way to remove any
unwanted required distributions from your taxable income during a high tax year. The

caveat to this strategy is that you must be at least age 70 ' to utilize a QCD.

Lower than expected income for the year

Conversely, what if you have had a year where your taxable income is lower than usual?
You may find it prudent to accelerate income into the current year. Instead of seeking
investments that have underperformed for losses, it may be wise to lock in some capital
gains on investments that have performed well. Taking on these capital gains in a
low-income year may incur lower overall tax, especially in light of the pending tax rate
increases in 2026.

Another tactic could be to proactively take distributions from your retirement plan

(if eligible and not subject to penalty) and possibly pay a lower ordinary tax rate on
those distributions than you could when your required minimum distributions begin.
Reducing the value of your retirement plan could be beneficial when you ultimately
need to start your RMDs, as this would equate to a lower required distribution when the
time comes.

Another opportunity to consider in a year with lower income is a Roth IRA conversion.
Typically, retirement plans (IRA, 401(k), 403(b), etc.) are comprised of pre-tax funds.
When you take a distribution of those funds, you pay ordinary income tax on those
distributions. However, you can strategically convert those pre-tax retirement funds to
a Roth account. The benefit of doing this is to allow the funds to grow tax free and to
have distributions taken from the Roth be tax free as well (so long as the distributions
are qualified). The big caveat to converting pre-tax retirement funds is that you will
owe income tax on any converted pre-tax funds in the year of the conversion. In such

a situation, your lower income year could signal an opportunity to convert that IRA to

a Roth IRA and pay less tax than if you do it in a year with higher taxable income. The
entire account does not need to be converted all at once either, so you can add only the
amount of income that you are comfortable with, so you and your tax advisor can be
strategic with these conversions. Now, with stricter distribution rules for beneficiaries,
the potential tax-free nature of the Roth IRA can be an even more valuable asset to you

or your heirs.

Lastly, your income situation for the year could also dictate the acceleration or delay
of certain tax deductions. For example, in a year with lower income, you may find

it more tax efficient to hold off on making large charitable contributions or making
improvements to your investment real estate. From an income tax perspective, those

may be more advantageous for you as deductions in a higher taxable income year.
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4. Review your investment portfolio

Reviewing your investment portfolio at the end of each year can allow you and your
investment advisor to pinpoint opportunities. In 2024, many investors have benefited
from positive market performance. That could mean your investment portfolio has
become overweighted in some asset classes and perhaps underweighted in other
asset classes. Year end is a good time to get together with your investment advisor

to determine if there were any outperforming asset classes during the year, possibly
harvest some capital gains, and reallocate your portfolio back to its target allocation.
This should be implemented with your income tax situation in mind, and in conjunction
with your overall financial plan. This portfolio rebalancing may be achieved in a tax-
efficient manner.

5. Prepare for potential interest rate changes

Over the last couple of years, interest rates have risen as the Federal Reserve attempted
to tame inflation. However, in September the Federal Reserve finally instituted the first
interest rate cut since 2020, and there is the potential that those cuts will continue into
next year. The possibility of further interest rate cuts presents a chance to review your
outstanding debt, particularly loans that were taken during a high interest rate period,
and evaluate whether a refinancing makes sense. Secondly, establishing a line of credit,
which may have a variable rate tied to it, could prove beneficial as borrowing money
becomes cheaper. A securities-based line of credit uses an investment portfolio as
collateral and provides liquidity for large expenses as an alternative to selling assets to
raise cash.

When reviewing estate planning strategies to take advantage of the historically high
exemptions before they expire in 2026, interest rates may impact which strategies work
best. With the potential for rate cuts on the horizon, it’s a good idea to review which
strategies are more appealing in a lower interest rate environment and which strategies

you may want to consider taking advantage of now, while rates remain elevated.

For example, while rates are high, you may have an opportunity to move significant
assets out of your taxable estate and into either a qualified personal residence trust
(QPRT) or a charitable remainder annuity trust (CRAT). With declining interest rates,
transferring real estate into a QPRT is attractive today. A QPRT allows you to transfer
ownership of your home to a trust, removing the future appreciation of the real estate
from your taxable estate while retaining the right to live in the property for a specified
period of time. When that time period ends, the home passes to the beneficiary of the
trust. With higher interest rates, the value of the taxable gift is significantly reduced.
With a CRAT, income produced by the assets held in the trust is distributed to individual
beneficiaries for the term of the trust. At the end of the term, what’s left in the trust
passes to a charitable beneficiary. Based upon how the tax law requires calculation of
the distributions to individual noncharitable beneficiaries, the value of the gift to charity
is greater when interest rates are higher. Consequently, the time to create a QPRT or

CRAT is now if rates will fall in the future.
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rest of your estate plan.

On the other side, techniques such as intrafamily loans, grantor retained annuity
trusts (GRATSs), and charitable lead annuity trusts (CLATs) may become more
attractive when rates have fallen. Intrafamily loans are governed by what’s known

as the Applicable Federal Rate, so it may be possible for family members, such as
parents, to offer their children loans at rates well below what would be available
from a commercial lender without it being a gift. It may also be possible to refinance

intrafamily loans issued during a higher rate environment when rates are lower.

6. Review your beneficiary designations

As another year comes to a close, it is time to assess whether your current estate

plan still works to fulfill your goals. Reviewing your overall distribution scheme

and fiduciary appointments on an annual basis provides opportunities to make
adjustments for new circumstances. For example, if your asset levels have increased
due to a run up in the market, it is important to ensure that any bequests you have
incorporated into your estate plan have the impact you intend. If you planned to leave
a retirement account to a charitable beneficiary, is the value of that account now
overfunding your philanthropic goals?

In addition, your estate plan should be reviewed in light of any changes you have
made as a part of your other year-end planning efforts. If you have begun making
sizable gifts to trusts to make use of your lifetime estate and gift tax exemption, you
will need to update your broader estate plan. As part of that effort, it is important to
review beneficiary designations on retirement accounts and life insurance policies

to make sure that the beneficiaries of those assets are coordinated with the rest of
your estate plan. Any life changes that occurred in 2024 will also have an impact—
major life events such as marriage, divorce, the birth of children or grandchildren,
and the death of a beneficiary or spouse can necessitate updates to your beneficiary
designations. Outdated beneficiary designations could result in unintended
consequences such as an ex-spouse inheriting assets if they are still listed as a
beneficiary post-divorce, or minor children inheriting assets directly. Any changes in
your estate planning goals might require corresponding updates to your designations.
Finally, the tax law allows for a spouse to inherit a health savings account (HSA)

and continue deferral of income and elimination of tax if they are the designated
beneficiary. Otherwise, death of the HSA owner is an income taxable event even if

these assets are ultimately used for medical expenses.
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7. Assess your estate plan

As the end of 2024 approaches, now is the time to engage in a year-end review of
your current estate plan (or a perfect time to create an estate plan if you do not
already have one in place) to help ensure it aligns with your personal, business, and
financial needs and goals. Changes in personal, family, and financial circumstances
amid an uncertain economic climate and a changing tax environment can have a
direct impact on your estate plan. A planning strategy that was good for you in
2023 may not be the most suitable plan for you now. Revisiting your estate plan on
an annual basis can help you identify planning opportunities that better suit your
current situation and provide for as much flexibility as possible. When assessing your
estate plan on an annual basis, you must review current distribution schemes and
fiduciary appointments and make necessary adjustments based on any changed
circumstances.

The foregoing action items are intended to help you
work toward ensuring that your financial life is in the best
shape possible. As we turn the calendar to a new year,
many people focus on new year’s resolutions to help
achieve personal goals. These action items may assist
you with this year’s resolutions as you strive to meet your
financial goals. 2024 has seen a lot of change so now is
the time to take action to help maximize wealth, mitigate
taxes, and properly position your wealth for the future.

For more 2024 year-end planning resources,
visit www.wilmingtontrust.com.
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https://www.wilmingtontrust.com/campaign/estate-and-tax-planning-for-2024
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As part of the Wilmington Trust Emerald Family Office

& Advisory® team, Matt is responsible for developing
customized wealth management strategies and financial
plans for high-net-worth individuals, families, and business
owners. He works closely with other professional and family
advisors to analyze financial positions and develop plans to
help clients achieve future personal and financial goals.

Matt, who joined M&T Bank in 2009, holds a bachelor’s
degree in finance from Canisius College and earned the
CERTIFIED FINANCIAL PLANNER™ designation in 2011, and
the CHARTERED FINANCIAL CONSULTANT® designation in
2015 from The American College. He has also received the

ACCREDITED ESTATE PLANNER?® designation from the
National Association of Estate Planners and Councils in
2019. He is an active member of the Financial Planning

Association of Western New York and the Western New

York Estate Planning Council.

Jeffrey C. Wolken
National Director, Delaware Trust Planning

302.651.8192
jwolken@wilmingtontrust.com

As part of the Wilmington Trust Emerald Family Office &
Advisory® team, Jeff is responsible for developing trust planning
strategies for wealthy individuals and families throughout the
United States and abroad. He works closely with his clients’
legal, tax, and investment advisors to construct and implement
appropriate trust structures that take advantage of the state of

Delaware’s unique trust and tax laws.

Jeff earned his JD (summa cum laude) and MBA (with honors)
from Syracuse University and holds a bachelor’s degree in
economics from Northwestern University, where he was a
member of Phi Beta Kappa. He is a frequent lecturer on topics
involving the use of Delaware trusts for asset protection, state
income tax minimization, and investment management for

unique trust assets.

Wilmington Trust is not authorized to and does not provide legal or tax advice. Our advice and recommendations provided to you
are illustrative only and subject to the opinions and advice of your own attorney, tax advisor, or other professional advisor.

Source for all tax data: www.irs.gov, 2023-2024.

Wilmington Trust Emerald Family Office & Advisory® is a registered trademark and refers to wealth planning, family office and advisory services provided by Wilmington
Trust, N.A., @ member of the M&T family. Wilmington Family Office is a service mark for an offering of family office and advisory services provided by Wilmington Trust, N.A.

This material is provided for informational purposes only and is not intended as an offer or solicitation for the sale of any financial product or service. It is not designed
or intended to provide financial, tax, legal, accounting, or other professional advice since such advice always requires consideration of individual circumstances. Note
that tax, estate planning, investing, and financial strategies require consideration for suitability of the individual, business, or investor, and there is no assurance that any
strategy will be successful.

The information in this article has been obtained from sources believed to be reliable, but its accuracy and completeness are not guaranteed. The opinions, estimates,
and projections constitute the judgment of Wilmington Trust and are subject to change without notice.

Note that a few states, including Delaware, have special trust advantages that may not be available under the laws of your state of residence, including asset protection
trusts and directed trusts. Investing involves risks, and you may incur a profit or a loss.

Wilmington Trust is a registered service mark used in connection with various fiduciary and non-fiduciary services offered by certain subsidiaries of M&T Bank
Corporation including, but not limited to, Manufacturers & Traders Trust Company (M&T Bank), Wilmington Trust Company (WTC) operating in Delaware only,
Wilmington Trust, N.A. (WTNA), Wilmington Trust Investment Advisors, Inc. (WTIA), Wilmington Funds Management Corporation (WFMC), Wilmington Trust Asset
Management, LLC (WTAM), and Wilmington Trust Investment Management, LLC (WTIM). Such services include trustee, custodial, agency, investment management, and
other services. Loans, credit cards, retail and business deposits, and other business and personal banking services and products are offered by M&T Bank, Member FDIC.

Investments: Are NOT FDIC Insured | Have NO Bank Guarantee | May Lose Value

9 ©2024 M&T Bank and its affiliates and subsidiaries. All rights reserved. AMP-7289 241022 VF


http://www.irs.gov

