
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 In this Issue
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 During the past few months, the firm has continued with our 
 philanthopic mission to help several local and national charitable 
 organizations with their causes.  Brian M. Travers, Wellington Tejeda
 and Jarred Muraco all gave their time and support to help 
 coordination efforts with several of these charities.
 
 Travers  & Associates would like to thank all who showed their 
 support and we look forward to ongoing  involvement with all of the
 organizations:
 - The American Ireland Fund
 - Stony Brook Children's Hospital
 - Wounded Warrior Project
 - Career Gear
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Brian M. Travers appointed as 

Advisor to Gold Coast Bank 
Board of Directors 

 
 
Charitable Support . . . . . . . 
 
♦ The American Ireland Fund  
   36th New York Dinner Gala      
♦ The Stars of Stony Brook 12th   
   Annual Gala 
 
♦ Hosted Career Gear Suit Drive  
 
♦ Wounded Warrior Project   
   Golf Outing 
 

See Page 4 for more
 information on all events.

 

          TRAVERS & ASSOCIATES 
       

           .  

    A Word from Brian M. Travers . . . . 
  
                            Life insurance needs to be monitored just like an investment 

portfolio. The new estate planning and gifting parameters have provided an 

extraordinary opportunity to look at life insurance as a tax preferred leveraging 

vehicle as well as a tax preferred liquidity creating device. We hope you find 

this newsletter beneficial and it offers alternatives to your current planning 

structures. 

              Travers & Associates 
150 Motor Parkway, Suite 401 

Hauppauge, NY 11788 
 

(631) 630-2222 
info@traversandassociates.com

 
www.traversandassociates.com

 
The next edition of our newsletter  

will be released August 2011 

mailto:info@traversandassociates.com
http://www.traversandassociates.com/
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  Gifting Opportunities in 2011  
   and 2012 
 
   Brian M. Travers  
 

On December 17th, 2010 the President of the United 
States signed into law the Tax Relief, Unemployment 
Insurance Reauthorization and Jobs Creation Act of 
2010 (the “Act”). The Act has allowed for several 
opportunities that did not exist in prior years.  For 
example, in 2009, each individual had a $1,000,000 
lifetime gift tax exclusion and a $3,500,000 estate tax 
exclusion.  Prior to the Act, the estate tax had been 
repealed for 2010 only in favor of a modified step-up in 
basis regime and each individual had a $1,000,000 
lifetime gift tax exclusion. The Act increased the 
combined gift and estate tax exclusion amount to 
$5,000,000 per individual for 2011 and 2012 only. 
Since the new law has re-unified the gift and estate tax 
exclusion amounts, up to $5,000,000 can be used for 
lifetime gifts and/or at death occurring in 2011 and 
2012. In addition, for 2011 and 2012 only, the unused 
portion of the unified exclusion is portable to the 
surviving spouse.   
 
Please note, however, that before any gifting strategy is 
implemented, the individual has to be prepared both 
mentally and financially to part with their assets.  In 
order for the gift to be complete and thus removed from 
the donor’s taxable estate, they generally must 
relinquish control and access to those assets.  Also note, 
that the following discussion is only a general high 
level look into the various gifting option for 2011 and 
2012.  It is not a comprehensive discussion of all legal 
and tax issues arising from the implementation of any 
gifting strategy.  Such a discussion can only be 
provided by a qualified attorney and/or tax advisor.  
That being said, let’s take a look at some of the ways 
the Act can be beneficial. 
 
Shift Appreciation Out of Estate 

 
As mentioned above, for 2011 and 2012, each 
individual may gift up to $5,000,000 without incurring 
a gift tax.  Taking advantage of this by making a 
$5,000,000 gift to an irrevocable trust in 2011 or 2012 
for your children may yield tremendous growth 
potential outside of your estate. Assume that your 
clients, Mr. and Mrs. Jones are each 60 years old and 
have a net worth of $ 75,000,000 dollars. They decide 
that they would like to take advantage of the increased 
unified exclusion in 2011 and 2012 and gift $5,000,000 
to their children in trust. We will assume that the assets  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 

 

they have gifted into the trust have garnered an after tax 
return of 5%. Assuming the investments will perform 
accordingly, the $5,000,000 would grow to 
$16,125,500 through Mrs. Jones’ mortality age of 84. 
This gift accomplishes the goal of shifting appreciation 
out of the Jones’ estates.  If the $5,000,000 had not 
been gifted but left in the estate of Mr. and Mrs. Jones, 
their taxable estate would have grown over 
$11,000,000 on that one investment, increasing the 
estate tax liability to the children by roughly 
$4,000,000 (assuming the current 35% estate tax rate 
stays in effect indefinitely). Instead, all the future 
growth is removed from their taxable estates, thus 
potentially saving $4,000,000 (again assuming the 
current 35% estate tax rate stays in effect indefinitely).  
This gift at inception may have also reduced the Jones’ 
estate permanently by up to $5,000,000. 
 
Annual Exclusion Gifts 

 
Here we have another example of how proper gifting 
may reduce one’s taxable estate. Mr. and Mrs. Jones 
have three children and six grandchildren. Using their 
annual exclusions, Mr. and Mrs. Jones can each gift 
$13,000 for a combined total of $26,000 per child and 
grandchild without incurring a gift tax or using up any 
of their unified exclusion. Gifting the $26,000 per year 
to the three children and six grandchildren, can reduce 
the taxable estate by $234,000 per year. If the Jones 
family has the financial ability to gift the $234,000 per 
year for the next twenty years, they will have lowered 
their taxable estate by $4,680,000. In addition, gifts 
used to pay for a child or grandchild’s tuition at a 
qualified institution does not count as a gift if the gift 
check is made out to the school. For example, if the 
Jones family would like to pay for their grandchildren’s 
private school and the annual tuition was $200,000 for 
all six grandchildren, the annual tuition would not 
count as a gift and therefore has no impact on their use 
of the annual exclusion or reduce their unified lifetime 
gift exclusion as long as the tuition payment is made 
directly to the private school. 
 
ILITs, IDITs, Forgiving Loans and the QPRT 

 
The unified system has allowed for a myriad of more 
complex planning techniques. In this section, I will 
discuss the possible uses for an Irrevocable Life 
Insurance Trust (“ILIT”), sale to Intentionally 
Defective Grantor Trusts (“IDIT”), forgiving of loans 
and Qualified Personal Residence Trust (“QPRT”). 
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For our discussion about funding a properly drafted 
ILIT, let’s assume that the Jones’ estate is comprised 
mostly of illiquid assets, such as real estate. The Jones 
family does not want their heirs to have to sell the real 
estate to pay for estate taxes. They would like to take 
out a second-to-die guaranteed universal life insurance 
policy and use $5,000,000 of their unified exclusion to 
make a gift of $5,000,000 in 2011 or 2012 into the 
Irrevocable Life Insurance Trust which would be used 
to purchase the policy and should be invested and 
available to pay for all future premiums. Based on a 
preferred rating, Mr. and Mrs. Jones can garner a 
second-to-die life insurance policy with a guaranteed 
death benefit of $30,000,000. This death benefit will be 
out of the taxable estate and may be used for estate tax 
planning, legacy planning, business secession planning, 
as well as charitable endeavors.   

 
A sale to an IDIT is another popular way to remove the 
future growth of an asset from your estate for estate tax 
purposes.  An IDIT is an irrevocable trust specifically 
designed to remove the assets transferred to it from the 
grantor’s taxable estate, but at the same time have those 
assets treated as the grantors for income tax purposes.  
While this may seem like a disadvantage, hence the 
reference to the trust being “defective,” it can actually 
provide a helpful benefit to the grantor’s heirs.  The 
assets in the IDIT can grow without being reduced by 
income taxes as the income tax is paid by the grantor. 
By paying the income tax, the grantor is essentially 
making a gift tax free gift to the trust each year equal to 
the income taxes due. 
 
In a sale to an IDIT transaction, the individual will sell 
certain assets to the IDIT in exchange for a promissory 
note. The promissory note will need to reflect the fair 
market value of the property minus any down payment 
and carry an appropriate Applicable Federal Rate 
(AFR). Any growth on the asset in excess of the interest 
passes outside the grantor’s estate.  Please note that the 
IDIT must be seeded with money to execute the sale. 
The seed money can be applied to the unified gift tax 

exclusions, which as referenced above is up to 
$5,000,000 for 2011 and 2012.  

 
Clients may have loaned their children or trusts money 
over the past years. These loan notes are includable in 
the taxable estate. The gifting structure currently in 
place may allow for the parents to forgive these loans 
via a gift. 
 
Lastly, a QPRT is a viable technique for the parents to 
gift their primary and vacation homes to their children 
over time, thus removing the properties from their 
taxable estate. A QPRT is an irrevocable trust that is 
funded with either a grantor’s home or vacation home.  
The grantor retains the right to occupy the house for a 
period of years.  Because the grantor retains the right to 
occupy the home for a period of time, the amount of the 
gift is reduced by the value of the retained interest and 
therefore less needs to be applied to the unified 
exclusion.  This can provide the grantor with an 
opportunity to make a significant future gift at a 
reduced gift tax cost.  This benefit may be enhanced by 
the currently depressed nature of the real estate market.  
After the period is up, the house passes to the trust 
beneficiaries.  There are several considerations that 
need to be discussed with a qualified attorney and/or 
tax advisor before a QPRT is implemented.  First, once 
the asset passes to the beneficiary, the grantor’s right to 
remain in the home expires and the grantor must 
thereafter rent the property from the beneficiaries at fair 
rental value.   Also, there may be certain income tax 
benefits, i.e. the step-up basis, and other legal benefits, 
i.e. homestead exceptions, that could be lost by 
contributing a home to a trust.  Finally, if the grantor 
dies during the period of the trust, the entire trust is 
brought back into the grantor’s taxable estate.   

 
As we have seen over the last few months, the new tax 
laws have opened up opportunities that were not 
available before. Although the foundations of the viable 
techniques we use are still in place, the ability to do 
more with them is in the forefront. Take advantage of 
what the code gives you.
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Monday, April 4, 2011 
Stars of Stony Brook Gala  
Julie Andrews and her writing partner and daughter Emma Walton 
Hamilton were honored for their contributions to the world of children's 
literature at the 12th annual Gala at Pier Sixty at Chelsea Piers in  
New York City.   
A total of $2.3 million was raised during the evening and will benefit Stony 
Brook Children’s Hospital and student scholarships. 
For more information on Stony Brook Children’s Hospital: 
http://www.stonybrookchildrens.org/

Thursday, May 5, 2011 
The American Ireland Fund 36th New York Dinner Gala 
The Gala honored Muhammad Ali, Irial Finan, and welcomed special guest 
An Taoiseach Enda Kenny TD at the Tent at Lincoln Center.  Brian M. 
Travers proudly served on the 2011 Chairman’s Committee for this event.  
The evening exceeded its goal and raised $3 million; $2.65 million for 
charities across the island of Ireland and a further $350,000 for Irish charities 
in New York.  Proceeds will also benefit The Worldwide Ireland Funds 
Promising Ireland Campaign. 
For more information on The Ireland Funds: http://www.irlfunds.org/

 

March 14th – May 2nd: Career Gear Suit Drive 
Jarred Muraco coordinated the firm sponsored suit drive resulting in: 
33 Suits, 44 Shirts, 44 Ties, 12 Jackets, 4 Overcoats, 5 Pairs of Pants, 
4 Belts, 7 Pairs of Shoes and 2 Pairs of Cufflinks. 
All of the items collected were donated to the national, non-profit 
organization, Career Gear. Career Gear offers vital services to men 
of all age by providing them with interview counseling and business 
attire, enabling them to overcome potential obstacles in securing 
gainful employment.  
For more information on Career Gear:  http://careergear.org/

  

Monday, May 16, 2011 
Wounded Warrior Project Golf Outing  
To benefit the Wounded Warrior Project, Travers & Associates sponsored  
the annual golf outing held at St. George’s Golf & Country Club in Setauket, 
NY.  Wellington Tejeda donated his time by serving on the committee for  
the event. 
Over the course of the day, $22,000 was raised and proceeds will go directly 
to the organization.  The Wounded Warrior Project is a non-profit 
organization that raises awareness and provides unique programs and 
services for severely injured service men and women. 
For more information on the Wounded Warrior Project: 
http://www.woundedwarriorproject.org/

http://www.stonybrookchildrens.org/
http://www.irlfunds.org/
http://careergear.org/
http://www.woundedwarriorproject.org/



