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Client Alert December 2010

Act Before December 31 to Save
Future Generation-Skipping Transfer Taxes

On December 17, 2010, President Obama signed “The Tax Relief, Unemployment Insurance
Reauthorization, and Job Creation Act of 2010” (the Act) into law. Although the Act significantly
affects qift, estate and generation-skipping transfer taxes for 2010 and beyond, this Client Alert
focuses on opportunities that require your attention before year end.

1. Through December 31, you can make unlimited gifts to or in trust for grandchildren without
incurring any generation-skipping transfer tax. After December 31, this amount will be limited to
a $5,000,000 exemption for transfers in 2011 and 2012; and, in 2013, the exemption drops
again, to a mere $1,000,000, indexed for inflation.

¢ Note, however, that since the gift tax exemption is limited to $1,000,000 for the
remainder of 2010 (or $2,000,000 for a married person whose spouse consents to
allowing the use of his or her gift tax exemption through a process called "gift splitting"),
transfers in excess thereof will be subject to gift tax (even though such transfers will be
generation-skipping transfer tax-free). As we have noted in prior Client Alerts, however,
the gift tax rate is currently imposed at the historically low rate of 35% and is also
effectively cheaper than the estate tax due to the fact that the gift tax is imposed on a tax
exclusive basis.

e If such gifts are not made before the end of this year, future transfers to or in trust for
grandchildren will generate not only a gift or estate tax but also a generation-skipping
transfer tax to the extent that the aggregate of such transfers exceeds the then
applicable exemption amount.

e For example, in order for a grandchild to net $10,000,000 from a testamentary bequest
made after December 31, almost $14,000,000 in combined estate and generation-
skipping transfer taxes will have to be paid compared with only $3,500,000 if the transfer
is made by gift on or before December 31.

2. Through December 31, trustees of existing trusts that are not exempt from generation-skipping
transfer tax (for example, GRATs, QPRTs and many life insurance trusts), can make
distributions totally free of any gift or generation-skipping transfer tax. Such distributions can be
made either outright or in further trust where the terms of the existing trust and/or state law so
permit. If distributions are not made before the end of the year, future distributions to “skip
persons” (i.e., grandchildren of the transferor) will generate either an estate or generation-
skipping transfer tax.

In light of the limited time horizon, we strongly encourage you to reach out to us immediately if you
want to take advantage of these once in a lifetime opportunities.

We wish you a Happy and Healthy New Year.
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Lawyers in Moses & Singer's Trusts and Estates and Asset Protection practice groups are
internationally recognized for their considerable skill and extensive experience in the fields of estate
planning and wealth preservation. Our lawyers provide a full range of tax and estate planning
services to corporate executives, entrepreneurs, and other high-net-worth individuals. In addition to
experience in the traditional areas of will and trust drafting and estate administration, our attorneys
excel in the latest techniques to effectively plan for business succession while minimizing taxes and
preserving and protecting clients' wealth from potential creditor risks. The client’s personal objectives
and wealth preservation goals are integrated into the estate planning process.
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MOSES & SINGER LLP

Since 1919, Moses & Singer has provided legal services to diverse types of businesses and high-
net-worth individuals. Among the firm’s broad array of U.S. and international clients are leaders in
banking and finance, entertainment, media, real estate, healthcare, advertising, and the hotel and
hospitality industries.

In a world of giant, multi-office law businesses assembled by mergers, built on associate leverage
and driven by billable hour quotas, the needs of clients can get lost. Moses & Singer offers a
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difference. That difference is the attention of leading practitioners-partners in the firm-with the
experience and knowledge to provide our clients creative, cost effective, result-oriented
representation. The direct involvement of our partners means aggressive, focused problem solving.
The firm's attorneys concentrate their practices in the following areas:

e Advertising e International Trade
e Asset Protection e Internet/Technology
e Banking and Finance e Legal Ethics & Law Firm Practice
e Business Reorganization, Bankruptcy e Litigation
and Creditors’ Rights e Matrimonial and Family Law
e Corporate/M&A e Privacy
e Employment and Labor e Private Funds
o Entertainment e Promotions Law
e Healthcare e Real Estate
e Hotel and Hospitality e Securities and Capital Markets
e Income Tax e Trusts and Estates

¢ Intellectual Property
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Moses & Singer LLP is the New York City law firm member of the MSI Global
Alliance (MSI). MSI is one of the world's leading international alliances of
independent legal and accounting firms, with over 250 member firms in 100
countries - www.msiglobal.org.

Disclaimer
Viewing this document or contacting Moses & Singer LLP does not create an attorney-client relationship.

This document is intended as a general comment on certain developments in the law. It does not contain a complete legal analysis
or constitute an opinion of Moses & Singer LLP or any member of the firm on the legal issues herein described. This document
contains information that may be modified or rendered incorrect by future legislative or judicial developments. It is recommended
that readers not rely on this general guide in structuring or analyzing individual transactions or matters but that professional advice
be sought in connection with any such transaction or matter.

Attorney Advertising
It is possible that under the laws, rules or regulations of certain jurisdictions, this may be construed as an advertisement or
solicitation.
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