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May 10, 2011

CLIENT TAX ALERT
Re: 2010 Tax Relief Act – Estate & Gift Tax $5,000,000 Lifetime Exclusion (20112012)

Dear Client:
This letter is to alert you of the important estate tax and related changes that Congress
made under the Tax Relief, Unemployment Insurance Reauthorization and Job Creation
Act of 2010 (2010 Tax Relief Act). The new law extends many taxpayer-friendly
changes to the federal estate & gift tax but only for 2011 & 2012. Accordingly, there is a
window of opportunity to make use of the increased lifetime gift exclusions prior to
12/31/12.
The federal estate tax and related provisions are among the most complex in the Tax
Code. This letter presents a high-level overview of the provisions in the new law and
does not contain specific individual advice. For more details, please contact our office.
Estate Tax Rates - The Economic Growth and Tax Relief Reconciliation Act of 2001
(EGTRRA) repealed the federal estate tax for decedents dying in calendar year 2010.
After 2010, pre-EGTRRA estate tax provisions were scheduled to return. The 2010 Tax
Relief Act revives the estate tax.
Under the new law, the federal estate tax will again apply to the estates of decedents
dying after December 31, 2009 and before January 1, 2013. The new law sets a
maximum estate tax rate of 35 percent with a $5 million exclusion ($10 million for
married couples). Additionally, executors of estates of individuals who died in 2010 can
elect out of the estate tax (and apply modified carryover basis rules) or can elect to
have the estate tax apply.
Portability - The 2010 Tax Relief Act provides for portability between spouses of the $5
million estate tax exclusion after December 31, 2010. Portability allows a surviving
spouse to elect to use any of the unused portion of the estate tax exclusion of the
predeceased spouse, allowing married couples to effectively shield up to $10 million
from estate tax.
Credits for state taxes - EGTRRA changed the tax credit for state death taxes to a
deduction for estates of individuals dying after December 31, 2004. The 2010 Tax Relief
Act extends the deduction through 2012.

