
A Word from Brian M. Travers . . .  
 
The American Taxpayer Relief Act has opened the door to some 

unique estate planning opportunities while low interest rates have 

made those same opportunities a slam dunk! With the estate tax code 

seeing some permanence it may be a good time to revisit your              

existing plans. 

                                                                                                                                           

We hope you find these articles helpful.  Please feel free to contact us 

at 516-682-7585 with any questions. 

We’re on the Web 

Visit our website for up to date 
news articles, calculators and 

firm news.  
www.traversandassociates.com 

Please Contact or Visit us at 
either one of our locations: 

                                                       

Hauppauge: 

150 Motor Parkway, Suite 401 

Hauppauge, NY, 11788 

(631) 630-2222 

Syosset: 

6900 Jericho Turnpike, Suite 101E 

Syosset, NY, 11791 

(516) 682-7585 
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The American Taxpayer Relief Act and  

Estate Planning for 2013 

techniques to lower the taxable 

liabilities. Making inter-vivos gifts 

utilizing the unified tax exclusion is 

also a powerful technique in          

estate planning. Those gifts not 

only lower the taxable estate by 

the amount gifted but also can be 

used to secure liquidity for           

payment of the outstanding taxes 

by purchasing life insurance.       

Although these gifts will be credit-

ed against your Federal Estate Tax 

Exclusion you still will be entitled 

to gift your annual exclusions to 

trusts as well. Lastly and               

particularly in this low interest 

rate environment, the utilizing of 

asset freeze techniques such as 

Grantor Retained Annuity trusts 

are powerful solutions to            

removing growth and appreciation 

from your overall estate. 

Please feel free to contact our 

office at 631-630-2222 for a          

consultation. 

 

It is not our position to offer legal or tax 

advice.  This information should not be 

construed as legal or tax advice.  You may 

want to a legal or tax advisor regarding 

this information as it relates to your per-

sonal circumstances. 
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On January 1, 2013 the United 

States Senate passed the                

American Taxpayer Relief Act of 

2012 (The Act) which ended fiscal 

cliff debates, at least for the short 

term anyway. Many changes were 

included in the act that affects the 

federal estate tax laws. This article 

will concentrate on the changes 

and how perhaps an  estate can 

take advantage of these recent 

changes. 

Federal Estate Tax rate – The                  

American Taxpayer Relief Act of 

2012 increased the federal estate 

tax rate to 40 percent. This is        

increased from 35 percent for the 

year 2012. It is important to note 

that several states in our union, 

including New York, Connecticut 

and New Jersey, have a state          

estate tax in addition to 40              

percent federal estate tax. Please 

feel free to contact us or your tax 

professional to determine the 

state estate tax exposure in your 

home state. 

Federal Estate Tax Exemption- In 

2010 the Tax Relief Unemploy-

ment Insurance Reauthorization 

and Job Creation Act unified the 

estate tax, gift tax exclusions and 

generation-skipping transfer tax 

exemption and provided for                

inflation indexing of these 

amounts beginning in 2012; the 

2013 amounts for each of these 

taxes is $5,250,000. 

Portability - In 2010 the Tax       

Relief, Unemployment Insurance                        

Reauthorization, and Job Creation 

Act introduced the concept of                 

portability between married              

couples. In simple terms,                     

portability of the federal estate 

tax exemption between married 

couples means that if the first 

spouse dies and the value of his 

or her estate does not require the 

use all of his or her federal                

exclusion from estate taxes, then 

the amount of the exclusion that 

was not used for the deceased 

spouse's estate is available for the 

surviving spouse's use so that he 

or she can use the deceased 

spouse's unused exclusion plus his 

or her own exclusion when the 

surviving spouse later dies.  

Now that we have some stability 

in the estate tax code, it is                

imperative to use the code to our 

benefit. Several of the staples in 

the estate planning tool chest       

remain favorites and viable to 

lower the overall taxable estate 

and future estate tax liabilities.  

For example, simply utilizing the 

unlimited marital deduction and 

annual exclusions are key              

Brian M. Travers 



Great News! Your Exemption is Portable 

Especially since after a spouse 

passes away and portability is 

elected there is no longer           

adjusting for inflation.  Since the 

assets are not held in trust, but 

are owned by the surviving 

spouse, any appreciation will be 

included in their estate and             

subject to tax if over the exclusion 

amount.  Also, if the surviving 

spouse is not as financially savvy 

he or she might spend all of what 

was to be his or her children’s          

inheritance.  Situations like these 

are reasons to consult tax and  

legal experts as these concerns 

can all be mitigated by the use of 

traditional estate tax planning 

techniques. 

In the end, the decision whether 

or not to use portability or go 

through traditional estate tax 

planning is a personal one.  There 

are many pros and cons no matter 

what decision is made, which is 

why making this decision with 

some sort of tax advisor or legal 

counsel can be very helpful. 
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Portability is a provision that was 

first introduced under the “Tax 

Relief, Unemployment Insurance 

Reauthorization, and Job Creation 

Act of 2010.  After much debate 

as to whether it would be made 

permanent or not, on January 2nd 

of 2013 it was included in the 

American Taxpayer Relief Act.  In 

short, portability is a provision 

that will allow a surviving spouse 

to use any remaining portion of a 

deceased spouse’s unused                    

exclusion amount without the 

need of traditional estate                 

planning techniques.  Although 

portability is a great provision to 

use in certain scenarios, it is not a 

one size fits all solution and both 

the positives and negatives should 

be discussed with a tax advisor 

and/or legal counsel. 

For estates that fall below the 

threshold of the current                

exemption amounts of $5,250,000 

per spouse, portability can be a 

tool to simplify a somewhat                

complex problem.  Upon the 

death of a spouse, the surviving 

spouse can now use any unused 

exemption amount as if it were 

his or her own.  In the past this 

amount would have been lost 

without the use of AB trusts and 

Credit Shelter trusts. 

For example:  Lorenzo and Abigail 

are married and have an estate 

valued at $7,000,000.  Lorenzo 

and Abigail have a simple Will 

where their assets get transferred 

to the surviving spouse via the 

Unlimited Marital Deduction upon 

one’s passing.  Assuming neither 

has used any of his or her Gift  

Exclusion Amount and Lorenzo 

died today, his entire unused   

exclusion amount of $5,250,000 

can be transferred to Abigail by 

the executor of his estate.  Now 

let’s say Abigail died a week later 

in the same year.  Her estate now 

has $10,500,000 of exclusion to 

use, which will allow her estate of 

$7,000,000 to pass tax free                

without any extensive estate tax 

planning. 

Although portability was very  

useful in the example above this 

may not always be the case.              

Situations such as net worth’s 

that far exceed the exemption 

amounts, appreciating assets and 

control are some scenarios where 

a client may benefit from                    

traditional estate tax planning.  

When a couple has a very high 

net worth, it may be more useful 

to utilize their exclusion amounts 

while alive rather than using them 

as a bequest at death.                 

Jarred Muraco 



Estate Planning Opportunities During a Low Interest Rate              

Environment 

Over the last three years we have 

seen all time record low Section 7520 

interest rates. This rate as I explained 

in a previous article is utilized to       

determine the present value of term 

interest, annuities and remainders. 

Since 2011 the range has fluctuated 

from 3.0% to as low as 1.0%.  A low 

Section 7520 interest rate is also       

indicative of a low Applicable Federal 

Rate (AFR) since the Section 7520 

rate is determined by taking 120% of 

the mid-term AFR and rounding it off 

to the nearest two-tenths percent. In 

the estate planning world these low 

rates create the opportunity for 

many families of substantial wealth 

to transfer assets into trusts as either 

a gift or a sale, in exchange for notes 

payable and annuities that only     

require a small amount of interest. 

Such is the case when using an        

Intentionally Defective Grantor Trust 

(IDGT) or a Grantor Retained Annuity 

Trust (GRAT) which are both utilized 

to freeze the current value of the  

assets being transferred to the trust, 

in order to allow the future growth to 

take place outside of the taxable        

estate. 

In an IDGT, typically the grantor will 

sell assets to the trust in exchange 

for a note payable with interest.  The 

note must reflect a fair interest rate. 

The lower the rate, the more growth 

the trust is able to keep estate tax 

free. For example, if the term of the 

note is structured so that it’s            

completed in ten years, the grantor 

can agree to only receiving the          

interest on the note for the first nine 

years and then have the remainder 

of the note paid in a balloon             

payment in year ten. As long as the 

assets are growing at a rate higher 

then aforementioned AFR, the trust 

will continue to grow and will only 

need to use a small amount of that 

growth to cover the interest that was 

set on the note. So if the AFR is 

locked in at 1.0% and the assets are 

growing at 10%, the trust is able to 

keep the additional 9% (the              

remaining in growth after the            

interest on the note is paid) estate 

tax free. Although the  IDGT is not 

codified by the IRS, if it is structured 

properly and the guidelines are          

followed, it can serve as a viable 

technique to lower the estate prior 

to the asset growing in value.  

Wellington Tejeda  

As you can see from the example, a 

low AFR helps to get more of the 

growth out quicker. 

In the case of a GRAT which is codi-

fied, instead of a note payable, the 

grantor will receive an annuity from 

the trust in exchange for the assets 

gifted to the trust. The annuity is 

calculated by using an interest rate 

for a predetermined number of 

years. The IRS determined that the 

Section 7520 rate should be used 

to calculate the GRAT annuity inter-

est. When the 7520 rate is low (as 

is the case now) the trust will be 

required to pay less of an annuity 

interest back to the grantor during 

the  

term of the trust. Much like the 

IDGT, a GRAT also benefits from a 

lower rate.  

In today’s estate planning market 

place, clients looking to minimize 

the tax liability for the next genera-

tion, should consider making use of 

the low interest rate environment 

that we are now experiencing. 

 

CRN201303-2078582 

 



 

Visit the Day One Foundation 

Facebook Page  

Please visit our Facebook 
page for updates, upcoming 
events and how you can   
support our initiatives: 

 

http://www.facebook.com/

DayOneFoundation                Firm Charitable Support / Endeavors  

TRAVERS & ASSOCIATES 

The Day 

One       

Foundation 

was           

established 

& founded 

in 2010 by 

Brian M. 

Travers, to assist families and          

children with better healthcare and 

educational opportunities, especially 

to give our youth the greatest 

chance at success in life.  

Career Gear Suit Drive 

Sponsored by the firm;  Suit Drive                              

Coordinator: Jarred Muraco. 

Final Results for items donated to  Career Gear: 

24 suits, 4 suit jackets, 35 dress shirts and 17 ties. 

 

Annual Holiday Coat Drive 

Sponsored by the firm                 

68 Coats were collected  

All coats were donated to the national non-profit organization, One 

Warm Coat, which helps local community members in need. 

The Day One Foundation is a 

501(c)(3) non-profit              

organization. 


