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 In certain situations, this could result in part

of the trust’s income being taxed at the trust

level, even though the beneficiary is also

paying tax on what they receive.

A Closer Look at Who May Be Affected

This development is not limited to large or

complex estates. In fact, it may impact

families who created trusts for very practical,

personal reasons.

Special needs trusts. If you have a child

with a disability and a trust designed to

protect their government benefits, that

trust may now face this limitation. The

trust may owe taxes on the income it

distributes to your child, while your child

is also paying taxes on that same income.

Trusts for a surviving spouse. Many

families set up trusts to provide income to

a surviving spouse while preserving the

principal for children. If that trust is

obligated to distribute its income, it now

faces a real problem: it may owe tax on

income the spouse already paid tax on,

and paying that bill means either selling

assets or going back to court to reduce her

distributions.
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New Tax Law Update: Could Your
Florida Trust Be Taxed Twice? 

A client recently forwarded an article with

a simple question: “Does this affect our

trust?”

It’s a thoughtful question—and one many

families across Central Florida are now

asking.

Recent changes in federal tax law

introduced a provision that, while not

widely discussed, could affect how certain

trusts are taxed. For families who have

created trusts to care for a spouse, support

a child, or preserve assets for the next

generation, it’s worth taking a closer look.

The Headline—and What Wasn’t

Much of the attention around the new law

has focused on the increase in the federal

estate tax exemption. Beginning in 2026,

that exemption rises to $15 million per

person, or $30 million for married couples.

For some families, that’s welcome news.

However, another provision—less visible

but potentially more far-reaching—was

 included in the same legislation. This rule

imposes a limitation on certain tax

deductions and may now apply to trusts

and estates.

Why This Matters for Everyday Family

Trusts

Unlike individuals, trusts reach the

highest federal income tax bracket at

relatively low income levels. In 2026, a

trust may reach the top bracket at

approximately $16,000 in taxable income.

That means even a modest trust—one

created to provide steady support for a

spouse or child—could be affected by this

new limitation.

Traditionally, when a trust distributes

income to a beneficiary, that income is

taxed once at the beneficiary’s level. The

trust itself receives a deduction for the

distribution.

Under the new rule, that deduction may

be limited.
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Life insurance trusts. Irrevocable trusts holding life

insurance policies are a common planning tool. If that

trust generates taxable income, the new limitation

potentially applies.

The common thread is any trust that distributes income to

someone who depends on it. The trusts most immediately at

risk are those obligated to distribute their income, such as

QTIP trusts for surviving spouses, special needs trusts, and

irrevocable life insurance trusts that generate taxable income.

Trusts with more distribution flexibility may have more

options depending on how Treasury guidance ultimately

lands.

And the provision applies to income generated in 2026,

meaning for some families, this is already in motion.

What We Know—and What We’re Waiting On

This provision was identified in technical guidance explaining

the law, and further clarification from the Treasury

Department is expected.

That guidance may narrow the impact, confirm it, or provide

planning options.

For now, there is some uncertainty. But one thing is clear: the

rule is expected to apply to income generated in 2026.

Waiting for complete certainty may feel comfortable, but it

can also mean missing opportunities to adjust planning

strategies before year-end.

Read More...
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When Life Reminds Us to Be Prepared

There is something about seeing someone you love 
being wheeled into surgery that changes you.
Even when the procedure is carefully planned, the 
surgeon is highly skilled, and everyone tells you, 
"Everything will be fine," your heart still carries a 
quiet anxiety. You realize just how much of life is beyond your control.

A couple of months ago, my husband Dennis underwent major back surgery. We had done
everything "right." Our estate planning documents were complete—our wills, powers of attorney,
health care directives, and other essential documents were all in place. We had prepared for the
unexpected.

Yet, as I watched him head into surgery, I was reminded that none of us truly knows what
tomorrow holds.

Thankfully, Dennis is doing well today. His recovery has been remarkable, although he'll continue
wearing a back brace for several more months. Seeing him smile again and enjoy simple moments
together has made us even more grateful for every ordinary day.

This experience reinforced something I often tell my clients: estate planning isn't about expecting
the worst—it is about loving the people who matter most enough to prepare for life's unexpected
moments.

When the unexpected happens, your family shouldn't be left wondering:
Who can make medical decisions?
Who can manage finances if you're unable?
What are your wishes?
Are the right legal documents in place?

Those questions are difficult enough without having to answer them during a crisis.

Planning doesn't eliminate life's uncertainties, but it does provide clarity, peace of mind, and one
of the greatest gifts you can leave your loved ones—the confidence that they know what to do
because you took the time to prepare.

     We can't plan when life will surprise us. But we can plan how our families will be protected
                                                                                                       when it does.

                                                                                                       Plan for the unplanned. It's one of the most 
                                                                                                       loving decisions you'll ever make.
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A Note From Attorney Dee...

How Living Trusts Create
Continuity for Florida Families

On Our Blog

Why a Will-Based Trust May Not
Avoid Probate in Florida 

Then & Now: Surgery day and two months into
recovery. The road hasn't been easy, and Dennis
will continue wearing his back brace for several

more months, but we're grateful for healing, hope,
and the reminder that being prepared is one of the

greatest acts of love we can give our families.
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4 Things You Should NEVER Do

When Preparing a Will
Business Legacy - Making Sure Your

Business Thrives with a Proper
Succession Plan

Secure your legacy, safeguard your
loved ones.
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Call 321-844-8694 or visit our website to attend one of our pre-scheduled
events, or to inquire about a personal presentation for your group.

If Sibley Law & Associates helped you
create peace of mind for yourself and your
family, would you take a minute to leave
us a Google review?

Your review helps other Florida families
find trusted guidance during one of life's
most important decisions. Personal
recommendations make a real difference,
and your experience may give someone
else the confidence to finally take the next
step in protecting the people they love.

As our way of saying thank you, everyone
who leaves a new Google review will
receive an "I Did Adulting with Sibley Law
& Associates" T-shirt!

Thank you for trusting 
us with your estate 
planning journey—and
 for helping other families plan with
confidence.

321-844-8694   |   office@sibleylawpa.com  |   www.LegacyLawyeratSibleyLaw.com
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Intake / Community
Outreach Coordinator

We are seeking an enthusiastic,
organized, and compassionate
professional. You will be the first point
of contact for prospective clients and an
ambassador for the firm in the
community. Your role is to create an
exceptional first impression while
helping grow the firm through
outstanding client service and
community engagement.

Click Here for more information

We'd Love Your
Feedback!
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