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How can I protect my non-U.S. spouse
from paying estate taxes when I die?

By Michael Thaxton

If you're an American citizen with a
large estate who’s married to a non-
U.S. citizen, the IRS, at the time of
your death, will require your surviv-
ing spouse to pay estate taxes on any
assets inherited from you (less the
$5.34 million exemption) at a tax rate
as high as 40 percent.

But a qualified domestic trust
(QDOT) could help protect your
spouse from any immediate estate
taxation.

The U.S. government wants its
estate taxes upfront from non-
citizens. A U.S. citizen married to
another U.S. citizen qualifies for an
unlimited marital deduction, which
means the surviving spouse can in-
herit any amount of money free
from federal estate taxes.

However, the unlimited marital de-
duction does not apply for a nonciti-
zen. Whether you are a citizen or not,
should your surviving spouse be a
non-U.S citizen, you may not pass
your assets to him or her without a
potentially substantial estate-tax
consequence. It doesn’t matter if
your spouse is a resident alien (with
a green card). Any amount over that
$5.34 million estate-tax exemption

going to a non-citizen spouse is im-
mediately subject to estate taxes.

A QDOT is designed to protect a
non-U.S. citizen spouse. When the
estate goes into a QDOT instead of
to your surviving spouse, the estate
taxes due are deferred during the
noncitizen-spouse’s lifetime. The
surviving spouse then receives in-
come annually from the trust without
paying estate tax. If an emergency or
“hardship” (as defined by the IRS)
arises, your spouse may also receive
principal from the trust without pay-
ing tax. However, estate taxes will be
due on the amount of principal with-
drawn during the spouse’s life.

It’s up to you and your spouse
whether these are pros or cons, but
there are factors to consider, which
include:

- Although a QDOT defers estate tax
due at your death for the life of your
surviving spouse, he or she may re-
ceive trust income, but will have lim-
ited access to the trust principal other
than for an emergency or hardship.

- Your noncitizen spouse may not
be a trustee and at least one of the
trustees must be a U.S. citizen or a
U.S. corporation.

- If your noncitizen spouse moves
outside the United States, the QDOT
funds remain here.

- A QDOT defers only estate
taxes. When your surviving spouse
dies, assets remaining are subject to
your estate tax and may be taxable in
your spouse’s estate with some relief
for your estate tax. Any remaining
principal will be distributed to the
beneficiaries as directed in the trust
document.

Don’t overlook the benefits of a
life insurance policy. To make sure
your spouse or children have some
cash after your death, consider in-
cluding a life insurance policy in your
overall estate plan. A QDOT may pro-
vide for your surviving spouse in the
long term but life insurance ensures
that funds are available for your
loved ones when they need it most.
And the death benefit is generally
free from federal income taxes and
without the disbursement restric-
tions of a QDOT.

Estate planning when one of the
spouses is a non-U.S. citizen requires
additional considerations that you
should discuss with your financial
planner or tax advisor. @

Transamerica Life Insurance Company, Transamerica Financial Life Insurance Company (collectively “Transamerica”) and their representatives do not give
tax or legal advice. This material is provided for informational purposes only and should not be construed as tax or legal advice. Discussions of the various
planning strategies and issues are based on our understanding of the applicable federal tax laws in effect at the time of presentation. However, tax laws are
subject to interpretation and change, and there is no guarantee that the relevant tax authorities will accept Transamerica’s interpretations. Additionally,

this material does not consider the impact of applicable state or foreign laws and regulations or income or estate tax treaties between the U.S. and other
countries upon clients and prospects. Clients should consult with and rely on their own legal and/or tax advisor to determine the consequences, if any, of
owning or receiving proceeds from a Transamerica policy. Although care is taken in preparing this material and presenting it accurately, Transamerica
disclaims any express or implied warranty as to the accuracy of any material contained herein and any liability with respect to it. This information is current
as of August 2014. Life insurance policies are issued by Transamerica Life Insurance.




ILLUSTRATION BY KEVIN SPROULS

“Should your surviving
spouse be a non-U.S
citizen, you may not
pass your assets to

him or her without a
potentially substantial
estate-tax consequence.”

| can be reached at 877.238.6758 and
look forward to hearing from you.

—Michael Thaxton

About Michael Thaxton and the Transamerica Experts

Michael Thaxton, vice president, global link solutions, is a subject-matter expert in the international market
and has 25-plus years of experience helping small business owners, high-income professionals and high net
worth individuals in the United States and abroad build and implement sophisticated strategies for estate-tax
reduction, income-tax savings and asset protection.Transamerica's advanced marketing team leverages years
of experience to offer life insurance solutions for the issues that are important to today’s consumers, including
complex U.S. tax and estate-planning issues, charitable donation legacies, business planning, and the special
needs of a blended family or foreign national client. “Our goal is to help financial professionals be the best
advocates possible for their clients. Together, we can create more secure tomorrows.”

Professional Services Provided
Expert help with: estate/legacy planning, wealth-transfer strategies,
retirement planning, business succession planning, executive benefits,
charitable legacy planning and planning for foreign nationals

Email
experts @transamerica.com

Website
www.transamerica.com

Transamerica Life Insurance Company 1150 South Olive Street, T-26, Los Angeles, CA 90015 877.238.6758
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Transamerica Life Insurance Company is featured in Worth® 2014 Leading Wealth Advisors™, a special section in every edition of Worth® magazine. All persons and firms appearing in this section
have completed questionnaires, have been vetted by an advisory group following submission by Worth®, and thereafter paid the standard fees to Worth® to be featured in this section.

The information contained herein is for informational purposes, and although the list of advisors presented in this section is drawn from sources believed to be reliable and independently
reviewed, the accuracy or completeness of this information is not guaranteed. No person or firm listed in this section should be construed as an endorsement by Worth®, and Worth® will not be
responsible for the performance, acts or omissions of any such advisor. It should not be assumed that the past performance of any advisors featured in this special section will equal or be an
indicator of future performance. Worth®, a Sandow Media publication, is a financial publisher and does not recommend or endorse investment, legal or tax advisors, investment strategies or

particular investments. Those seeking specific investment advice should consider a qualified and licensed investment professional. Worth® is a registered trademark of Sandow Media LLC.
See “About Us” for additional program details at http://www.worth.com/index.php/about-worth.




