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Changes to the Federal Estate & Gift Tax Laws

The Tax Relief, Unemployment Insurance Reauthorization and Job Creation Act
of 2010 made several significant changes to wealth transfer taxes, which include estate,
gift and generation skipping taxes, effective January 1, 2011. If you are concerned about
the impact of these changes, or have questions about how they may affect your estate,
we would be happy to provide you with more information.

Federal Estate Tax

e  The federal estate tax exemption for 2011 and 2012 was raised to $5 million.
Estates over $5 million are now subject to a 35% tax. As you consider this, it is
important to remember that your total taxable estate at the time of your death typically
includes the amount of any life insurance death benefits.

. The estate tax exemption of $5 million, however, is only in effect for two
years. In 2013, the estate tax exemption is set to revert to one million dollars and a 55%
tax rate, although this too may be subject to change.

e The estate tax exemption in 2011 and 2012 is portable between spouses.
This means that if the first spouse to die does not use all of his or her $5 million
exemption, the surviving spouse can use the remaining exemption if the proper election
is made on the estate tax return. This too is set to expire after 2012.

. The $5 million exemption and estate tax rate of 35% are retroactive to
January 1, 2010. Under the old law, there was no estate tax for decedent's estate's dying
in 2010. The new law, however, allows executors of estates for those dying in 2010 to
apply either the new law of a $5 million exemption and step up in basis on all assets or
elect to apply the old rules from 2010, i.e. no estate tax with a limited step up in basis
resulting in potential capital gains tax exposure for heirs.

Gift and Generation Skipping Tax
. The annual gift tax exclusion for 2011 and 2012 remains $13,000.

e  For 2011 and 2012, the estate, gift and generation skipping tax exclusion is
unified at $5 million with a 35% gift tax on cumulative gifts or transfers in excess of $5
million.

* If an individual made gifts in prior years totaling one million dollars, in
2011 and 2012 that individual has an additional $4 million exclusion.

o After 2012, the lifetime gift tax exemption reverts to one million dollars with
a tax rate of 55%.
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The information provided in this article is offered for informational purposes and does not
offer legal advice to readers about specific situations. You should consult an attorney for advice
regarding your individual situation. Because it can be difficult to determine if or how these
changes may affect you and your family, the estate planning attorneys at Jennings, Haug &

Cunningham are available to discuss these changes with you.

Hillary P. Gagnon is a partner at the law firm of Jennings, Haug
& Cunningham, LLP. Her practice emphasizes estate planning and
probate, as well as commercial litigation. Particularly, Ms.
Gagnon's estate planning work consists of assisting clients develop
and prepare a personalized estate plan appropriate for their
individual and family needs. An estate plan may include, among
other things a will, revocable living trust, special needs trust for a
disabled child or family member, irrevocable trust, life insurance
trust, estate tax planning, power of attorney, health care power of
attorney, and living will. Ms. Gagnon also works with small and

closely held business owners to implement business succession plans including
buy/sell and cross purchase agreements. Additionally, Ms. Gagnon assists families and
individuals with guardianships, conservatorships and post death administration of

estates and trusts.

For more information on Jennings, Haug & Cunningham and the legal services

provided, see our website at www.jhc-law.com.
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