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2010 Year-End Estate Planning Opportunities

As 2010 draws to a close, we want to highlight several planning opportunities that might have a very short
shelf life remaining and that should be of interest to many of our clients. While we have discussed many
of these ideas in prior client communications, now may be the final opportunity to consider these
strategies. Below are estate planning strategies you should implement now to save your family
considerable wealth transfer taxes. To hear a replay of our webinar on these strategies, please click
here.

Taxable Gifts

As we highlighted in our Fall 2010 Newsletter, as a result of Congress' failure to address the federal
estate and generation—skipping transfer tax prior to January 1, 2010, the federal gift tax rate for 2010 is
35%, a significant reduction from the 45% rate that was in effect in 2009 and from the 55% rate that is
slated to apply beginning in 2011 in the absence of further legislation. The significantly reduced gift tax
rate, coupled with the 2010 repeal of the generation-skipping transfer tax (also slated to be reinstated at a
rate of fifty-five (55%) percent beginning in 2011), makes gifting to grandchildren and more remote
descendants prior to year-end even more attractive and should be given proper consideration (click here
to read more about the benefits of making taxable gifts).

Trust Distributions

In the event that you are a trustee of a trust that is not exempt from generation-skipping transfer tax and
that includes grandchildren and more remote descendants of the trust creator as discretionary
beneficiaries, a once in a lifetime opportunity may be available before year-end that can ultimately save a
significant amount of tax. In particular, trustees of these trusts should consider making outright
distributions before year-end to take full advantage of the current generation-skipping transfer tax repeal.
Of course, such distributions may not be appropriate if the grandchildren are minors. In addition, since
there still exists a possibility of retroactive legislation, such distributions should only be effected after
proper consultation with your estate planning attorney.

GRATs

As discussed in our June 2010 Client Alert, the usefulness of GRATs as a method of transferring
significant wealth to the next generation at a reduced transfer tax cost may be coming to an end. Both
the Obama administration and the House of Representatives have targeted this estate planning technique
for virtual extinction by proposing significant changes to the law which would adversely affect their utility.
Although there is no certainty that the proposed changes will be enacted, those who have an interest in
creating these trusts should act quickly to ensure their effectiveness (click here to read more about the
usefulness of GRATs and the potential changes that may negate their utility).

Roth IRA Conversions

For the remainder of the year, all traditional IRA holders, regardless of their adjusted gross income, may
convert their traditional IRAs into Roth IRAs, and thereby benefit from the tax-free growth of the IRA after
the conversion, as well as the absence of mandatory distribution requirements after age 70. In addition, a
special rule allows you to elect to defer paying federal income tax on the conversion income until 2011
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and 2012 (at the income tax rates that are in effect at such time). Given, however, that many expect tax
rates to rise in the coming years now may be an ideal time to consider whether to convert to a Roth IRA.

Low Interest Rate Family Loans

Given the historical low IRS promulgated Applicable Federal Rates, taxpayers can make loans to family
members (or preferably trusts) and shift considerable wealth to the younger generations. For example, a
client can lend a trust for his children’s benefit $10 million dollars at .35% for up to three years or 1.59%
for up to 9 years (these rates get adjusted monthly). If the proceeds of the loan get invested and earn 6%
per year, the excess over the loan interest rate will escape transfer taxation entirely. Best of all, this
technique does not require complicated legal structuring to implement.

As always, we encourage you to contact any one of the attorneys listed below to discuss one or more of
the opportunities outlined above.

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 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 Intellectual Property
e Asset Protection e International Trade
e Banking and Finance ¢ Internet/Technology
e Business Reorganization, Bankruptcy and e Legal Ethics & Law Firm Practice
Creditors’ Rights e Litigation
e Corporate, Securities and M & A e  Matrimonial and Family Law
e Employment and Labor e Privacy
e Entertainment e  Private Funds
e Healthcare e Promotions Law
e Hotel and Hospitality e Real Estate
e Income Tax e Trusts and Estates
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Abraham Y. Skoff, Esq.
Managing Attorney for New Jersey
ot Moses & Singer LLP is the New York City law firm member of the MSI Global
""msi | Global Alliance (MSI). MSI is one of the world's leading international alliances of
Alllance ~ 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
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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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