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A legal update from Dechert's Private Client Group

What the “Fiscal Cliff” Resolution Means for Personal Estate Planning
For the first time in 12 years, the estate, gift and generation-skipping transfer tax law does not have a built-
in expiration date in the United States. Congress has exempted all estates below approximately $5 million
($10 million for a married couple) from the federal estate, gift and generation-skipping transfer taxes. That
exemption amount increases with inflation. Amounts in excess of those thresholds will be taxed at a 40%
rate.

Now that there is predictability to the law (“permanence” is probably too strong a word), you should review
your estate plan to make sure it still works the way you intend.  Most estate planning documents are driven
by formulas and tax planning, and your plan may need to be updated to take the current law into effect. This
advice is for individuals who have not reviewed their estate plans in recent years, and also for people who
made large gifts in 2011 or 2012 to “use up” their tax exemptions before they were scheduled to expire on
January 1, 2013.

The annual exclusion from gift tax has also been increased from $13,000 to $14,000 per donee per year,
and Congress has not yet eliminated or reduced numerous very effective planning tools which allow you to
take advantage of the current, historically low, interest rates. Now is an ideal time to engage in long-term
planning to reduce the 40% tax (which, including state estate or inheritance taxes, can be as high as almost
50% in certain states) that will apply to estates larger than the $5 and $10 million exemptions.

In addition to the new stability created for estate and gift taxation, Congress has made numerous changes
to the income tax law, increasing marginal rates for individuals and trusts, and limiting deductions for certain
taxpayers. If you would like to review the details of those changes, please contact your Dechert LLP private
client lawyer or accountant.
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