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MDRT Information Retrieval Index Nos.: 7400.023 
 

SEE THE CIRCULAR 230 DISCLAIMERS APPENDED TO  
THE CONCLUSION OF THIS WASHINGTON REPORT. 

Senators Bernard Sanders (I-VT), Sheldon Whitehouse (D-RI) and Tom Harkin 
(D-IA) have introduced S. 3533, the Responsible Estate Tax Act.  It would retroactively 
reinstate the federal estate and generation-skipping transfer (GST) taxes and repeal 
“carryover basis,” effective for gifts made and estates of decedents dying after December 
31, 2009.  The bill also would propose a progressive rate structure and a “billionaire’s 
surtax.” 

Key features of the proposal are: 

Exemption for the first $3.5 million ($7 million for couples).  In this respect, the bill preserves, as 
a base line, the same exemption that existed in 2009. According to an accompanying “letter to colleagues” 
(seeking additional sponsors), “[d]oing this would mean that 99.75 percent of all estates would be exempted 
from the federal estate tax in 2011 alone.” 

Progressive rate structure for larger estates.  Under the bill, the marginal estate tax rates 
would be changed as follows: 

http://www.aalu.org/
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Over $3,500,000 up to $10,000,000:    45% 

Over $10,000,000 up to $50,000,000:    50% 

Over $50,000,000:       55% 

Billionaires' Surtax.  The bill also imposes 10 percent surtax on the value of an estate above $500 
million ($1 billion for couples).  Again, according to the bill’s authors, “the heirs to these multi-billion 
fortunes should be paying a higher estate tax rate than others.” 

Loophole Closers.  The bill contains the “loophole closers” contained in President Obama’s FY 
2011 budget (see our Bulletin No. 10-15), including:  

Requiring consistent valuation for transfer and income tax purposes;  

Modification of rules on valuation discounts, particularly with regard to certain non-
business, non-publicly traded assets; and  

Requiring a 10-year minimum term for Grantor Retained Annuity Trusts (GRATs).  

Closing these loopholes has been estimated by OMB to raise at least $23.7 billion in revenue over 
10 years. 

Protection for family farmers and other landowners. 

Special Use Valuation:  Under current law, the value of farmland can be reduced up to $1 million 
for estate tax purposes under 2032(a) of the Internal Revenue Code (Special Use Valuation). The bill 
increases this level to $3 million and indexes it to inflation. 

Conservation Easements:  The bill also provides tax relief: to farmers and other landowners by 
amending estate tax rules for conservation easements through an increase in the maximum exclusion amount 
to $2 million and increasing the base percentage to 60 percent. 

The drafters in their "letter to colleagues" note that “[t]he non-partisan Tax Policy Center has 
estimated that only 80 small businesses and farm estates throughout the country paid an estate tax in 2009 -- 
representing 0.003 percent of all estates or 3 out of every 100,000 people who passed away that year. Our 
bill would go even further to protect family farms and small businesses, while making sure that the 
wealthiest 0.25 percent of Americans pays their fair share.” 

The loophole closers and the provisions with respect to farmers and other landowners would be 
effective as of date of enactment. 

This proposal, which is both retroactive (with respect to the imposition of the tax and the rate 
structure) and progressive, goes further than most of the other relevant House and Senate bills that have 
been introduced (but without legislative success) over the past year. (See our Bulletin No. 10-37.)  It would 
surely provoke litigation by some representatives of decedents who died during 2010 with large estates.  It 
may therefore be intended more as a starting point for negotiations from the left side of the aisle than as an 
end product.  The bill is supported by United for a Fair Economy, Responsible Wealth, and Wealth for the 
Common Good, all organizations of primarily business leaders which support the retention of a robust 
estate tax. 
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AALU will continue to monitor and report on this and other proposals as they make their way 

through Congress. 

 
Any AALU member who wishes to obtain a copy of S. 3533, the Responsible Estate Tax Act,  may 

do so through the following means: (1) use hyperlink above next to “Major References,” (2) log onto the 
AALU website at www.aalu.org and enter the Member Portal with your last name and birth date and select 
Current Washington Report for linkage to source material or (3) email Anthony Raglani at raglani@aalu.org 
and include a reference to this Washington Report. 

 
In order to comply with requirements imposed by the IRS which may apply to the Washington Report as 

distributed or as re-circulated by our members, please be advised of the following: 

THE ABOVE ADVICE WAS NOT INTENDED OR WRITTEN TO BE USED, AND IT CANNOT 
BE USED, BY YOU FOR THE PURPOSES OF AVOIDING ANY PENALTY THAT MAY BE 

IMPOSED BY THE INTERNAL REVENUE SERVICE. 

In the event that this Washington Report is also considered to be a “marketed opinion” within the meaning 
of the IRS guidance, then, as required by the IRS, please be further advised of the following: 

 

THE ABOVE ADVICE WAS NOT WRITTEN TO SUPPORT THE PROMOTIONS OR 
MARKETING OF THE TRANSACTIONS OR MATTERS ADDRESSED BY THE WRITTEN 
ADVICE, AND, BASED ON THE PARTICULAR CIRCUMSTANCES, YOU SHOULD SEEK 

ADVICE FROM AN INDEPENDENT TAX ADVISOR. 
 

 

                                                                             
The mission of AALU is to promote, preserve and protect advanced life insurance planning  

for the benefit of our members, their clients, the industry and the general public. 
 

For more information about how AALU’s advocacy efforts help protect your business and the 
advanced life insurance marketplace, visit our website at www.aalu.org, or  

call toll free 1-(888)-275-0092. 
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