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► Overview of the New 2010 Estate, Gift and 
     GST Tax Laws           . . . . . . 2
    Brian M. Travers 
    It is important to note that unless Congress enacts a new legislation, on January 1,   
    2013 the top Estate, Gift and GST tax rates will revert back to the pre Economic   
    Growth and Tax Relief Reconciliation Act of 2001 (EGTRRA) of 55% and  
    exemption amounts will revert to $1,000,000.  
 
► Examples of how the Internal Revenue     . . . . . . 3 
     Code 7520 Rate Affects Planning Techniques 
    Wellington Tejeda 
     
     Fully understanding how the 7520 rate works can be a great tool within your estate   
     plan. As long as the goal is to minimize the gift or estate tax liability and the grantor 
     has the qualifying assets, a decent amount of saving can be had with timely use of  
     the available 7520 rate. 
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Travers & Associates best 
 wishes for a happy and 
 healthy New Year!
__________________________
 
Charitable Support . . . . . . . 
 
♦ TThe American Ireland Fund   
    New York Young Leaders Celtic  
   Christmas Celebration:   
   December 2, 2010    
 
♦ Travers & Associates and Gold  
   Coast Bank 1st Annual Holiday  
   Coat Drive: December 2010 
           *140 Coats were collected and   
              donated to One Warm Coat 
 
    A Word from Brian M. Travers . . . . 

  
                        As we head into Spring, change is certainly upon us. On 

December 17, 2010 the President of the United States signed into law the 

Tax Relief, Unemployment Insurance Reauthorization and Jobs Creation 

Act of 2010. This new act illustrates tremendous opportunities with 

regard to estate planning and gift tax planning. Enclosed in this edition 

of the newsletter is an overview of the new act. We hope you find this 

newsletter informative as we look forward to assisting you with your 

planning goals. 
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On December 17, 2010 the President of the 
United States signed into law the Tax Relief, 
Unemployment Insurance Reauthorization and 
Jobs Creation Act of 2010. This Act extends a 
sizable portion of the Bush tax cuts that were set 
to expire on December 31, 2010. Below is a 
synopsis of the changes of the new Act which is 
set to expire on December 31, 2012. 
 

1. The Gift and Estate tax systems have 
been unified into one system. 

2. The maximum gift, estate and GST tax 
rate has been reduced to 35%.  

3. The Applicable Exclusion has increased 
to $5,000,000 per person. Since the 
system is unified, the exclusion can be 
used for lifetime gifts or can be used at 
death. This means that any portion of the 
federal gift tax exemption used during 
life will reduce the federal estate tax 
exemption at death. 

4. The Generation Skipping Transfer Tax 
exemption has also increased to 
$5,000,000 during lifetime or at death. 

5. The unused portion of the exclusion is 
portable and available for use for a 
surviving spouse. Please note that this 
portability clause must adhere to the 
regulations of the new Act. 

6. The $13,000 per person annual exclusion 
has not changed. 

 
 

It is important to note that unless Congress 
enacts a new legislation, on January 1, 2013 the 
top Estate, Gift and GST tax rates will revert 
back to the pre Economic Growth and Tax Relief 
Reconciliation Act of 2001 (EGTRRA) of 55% 
and exemption amounts will revert to 
$1,000,000.  
 
 
Planning Opportunities 
 
Although we cannot speculate if these laws will 
change, we can try to take advantage of them 
during the two year period. Opportunities such as
making lifetime gifts up to the $5,000,000 
exemption maybe viable. We may have the 
ability to forgive some notes in sales to defective 
grantor trusts, make additional gifts to grantor 
trusts or support more sales of assets in exchange 
for additional notes. Clients who may have been 
considering a Qualified Personal Residence Trust 
may have the ability to gift the property outright 
or leave the property in their estate. 
Opportunities to give lifetime gifts may be a 
unique option for this two year time period. 
Gifting assets to a trust for children may be 
considered. For younger clients, the time value 
of money and growth potential may far outweigh 
the exclusion at death.  Five million dollars 
today may be worth significantly more in the 
future.  
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Examples of how the Internal 
Revenue Code 7520 Rate Affects 
Planning Techniques 
 
By Wellington Tejeda 
 

When it comes to estate planning, techniques that are 
geared at minimizing the overall amount of estate taxes that 
will be due (often times which one is used and when) 
depends on what the current 7520 rate is. Before we begin 
to discuss some of the techniques that make use of this rate, 
I would like to discuss what the 7520 rate actually is. In the 
IRS code section you will find this information:  
 

Section 7520 Interest Rates 
 

 
 
 
 
 
 
 
 
 
This is a rate that is adjusted monthly by the IRS and has 
recently seen some of its lowest values since it was first 
introduced in May of 1989. A low 7520 rate can be an 
advantage for those looking to utilize such techniques as a 
GRAT (Grantor Retained Annuity Trust) which serves as an 
asset freeze technique as well as CLATs (Charitable Lead 
Annuity Trusts). A GRAT for instance, freezes the value of 
an asset that will be transferred into a trust for the benefit of 
someone other than the grantor. The fair market value of the 
asset is locked in on the date that the asset is transferred into 
the trust in exchange for an annuity going back to the 
grantor which will pay back the frozen value of the asset 
over a specified number of years. On that same date of the 
transfer, the prevailing 7520 rate will be locked in and used 
to determine the amount of interest that will be added to the 
annuity. Any growth in the value of the asset that is in 
excess of the 7520 rate will now take place outside of the 
grantors taxable estate. This surplus appreciation will 
usually pass through to the trust, free of both gift and estate 
tax.  
 
 
 
 
 
 
 
 
 
 
 

By surviving the scheduled term of the annuity payments 
and locking in a lower 7520 rate at the inception of the 
GRAT, the grantor’s estate tax liability for the transferred 
asset will only be calculated based on the frozen value of the 
asset and should result in a lower estate liability since the 
surplus appreciation in the trust will not be included for 
estate tax calculations. 
 
Conversely, there are other planning techniques that benefit 
from a higher 7520 rate. Techniques such as CRATs 
(Charitable Remainder Annuity Trusts) can be set up to pay 
the donor a fixed annuity from the value of the assets that 
have been placed in trust for the benefit of a charity. At the 
donor’s demise or no longer than a twenty year period, the 
remaining assets (after the annuity payments have been 
made) will be transferred to the charity of the donor’s 
choosing. In a CRAT, the higher the 7520 rate, the higher 
the charitable deduction that will be given to the donor. This 
is based on the assumption that the value of the assets in the 
trust have grown in line in with the 7520 rate which means 
that the charity will get a bigger benefit in the end.  
 
QPRTs (Qualified Personal Residence Trusts) use a higher 
7520 rate in a similar way. A QPRT allows for the value of 
a property to be frozen (locked in) at the fair market value it 
held, when the QPRT was created. Portions of the frozen 
value are then gifted into a trust (for the benefit of the 
grantor’s heirs) over a predetermined number of years. So 
long as the grantor survives the predetermined number of 
years, the property will have been gifted fully to the trust. 
The retained interest held by the grantor is discounted by the 
value of the 7520 rate (which is also locked in at the time of 
the QPRT’s creation). The IRS allows for the current value 
of the property to be discounted by the current 7520 rate 
making the value of the gifted property lower. 
 
A higher 7520 rate allows for a greater discount of the gifted 
property’s value. This lower gift value translates into a 
lower gift tax for the grantor. When done properly, a QPRT 
can allow for a residence to be completely removed from 
the grantor’s taxable estate, while minimizing the amount of 
gift tax that grantor will have to pay. 
Fully understanding how the 7520 rate works can be a great 
tool within your estate plan. As long as the goal is to 
minimize the gift or estate tax liability and the grantor has 
the qualifying assets, a decent amount of saving can be had 
with timely use of the available 7520 rate. 
 
 
 
 
 
 
 
 
 
 

 
 

 

To be used to value certain charitable interests in 
trusts.  Pursuant to Internal Revenue Code 7520, the 
interest rate for a particular month is the rate that is 
120 percent of the applicable federal midterm rate 
(compounded annually) for the month in which the 
valuation date falls. That rate is then rounded to the 
nearest two-tenths of one percent. 
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