legally speaking

By Patricla €. Marcin, Eiq. 02020

“Estate
Planning:

Is Now the Time to Use
It or Lose [t7”

The November election is right around the corner, and we could
be looking at lower gift and estate tax exemptions and higher gift

and estate tax rates. In addition, various estate planning tech-

nigues currently in use (for example, Grantor Retained Annuity
Trusts (FGRATs"™), discounts applied to fractional interests in
property transferred to beneficiaries) may be limited, or entirely
prohibited under future legislation. Now could very well be the

Lt Lo s 18 or lose 11,

The current federal gift and estate tax exemprion of over 3115
million per person (over 323 million per married couple) 18 26t 1o
revert back to 55 million (almost 5.5 million, as adjusted for in-
lation) beginmng in 20246, The November election may accelerate
that decline in exemption amount, or even roduce it further. The
current gift and estate tax rate s 405, and it would be surprising if
a Democratic Congress does not seck to increass the tax mte and
further reduce the exemption, which is why it is important to think
about yvour estate plan sooner, rather than later,

Under ewrrent biw, when a taxpayver inherits property from a dece-
dent, the income tax basis in that property is *stepped up™ to the
fair market value of the property on the decedent’s date of death,
and is treated as long term capital gain property in the hands of the
beneficiary, regardless of the length of time owned by the dece-
dent. That is, the capital gain for income tax purposes is wiped ol
at that time. An idea that has been mentioned recently is to tax the

“built-in" gain on the assets a decedent dies holding.

That 1z, iIncome tax would be owed by the decedent’s estate asaf
the azsets had been 2old for an amount equal to ther fair market
value at the decedent’s date of death at, presumably, ordinary
mncome tax rates, which may be mereased to 39675, Thiz would
b in addition to estate taxes owed by the estate. Technigues to
“*hedge™ agninst these inereased taxes (ex, using hife insurance
held in trust) may be warranted.

Now really i the time to address your estate plan to determiine of
voun should use it or lose it.
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