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2014 Fiscal Year Budget Proposals
On April 10, 2013, with the release of the Obama Administration's 2014 fiscal year budget proposals,
together with the "General Explanations of the Administration's Fiscal Year 2014 Revenue Proposals,"
commonly referred to as the "Green Book," the permanency of the estate, gift and generation-skipping
transfer tax law has again been called into question.
There were a few short months of calm following the January 2, 2013 enactment of the American
Taxpayer Relief Act of 2012 (“ATRA”). Now, the Administration makes a number of proposals affecting
estate, gift and generation-skipping transfer taxes, including:
•

Restoring the estate, gift and generation-skipping transfer tax rates and exclusion
amounts to their 2009 levels beginning in 2018. The top tax rate would increase to 45% (it is
currently 40%). The federal estate and generation-skipping transfer tax exclusions, which are
currently $5.25 million ($5 million indexed annually for inflation), would be reduced to $3.5 million.
The gift tax exclusion, which is currently $5.25 million ($5 million indexed annually for inflation)
would be reduced to $1 million. There would be no indexing of the exclusion for inflation in any
case. Portability of the unused exclusion between spouses would remain.

•

Implementing a minimum term of ten (10) years for grantor retained annuity trusts
("GRATs"). Imposing a minimum GRAT term increases the risk of the Grantor failing to survive
the term and the possibility of periods of depreciation offsetting periods of appreciation during the
term. There would also be a maximum term equal to the life expectancy of the annuitant plus ten
(10) years.

•

Eliminating the use of "zeroed-out" GRATs. The GRAT remainder interest at the time of the
initial transfer (the amount of the gift) would be required to have a value of greater than zero
resulting in a taxable gift.

•

Coordinating the income tax and transfer tax rules applicable to grantor trusts. This
proposal would eliminate the traditional estate tax benefits associated with installment sales to
grantor trusts. If the grantor engages in a sale, exchange or comparable transaction with a
"grantor trust" then the portion of the trust attributable to the property received by the trust in that
transaction (including all retained income therefrom, appreciation thereon and reinvestments
thereof, net of the amount of the consideration received in that transaction) would be subject to
estate tax at the grantor's death. Termination of grantor trust status and distributions from the
trust would be subject to gift tax. Transactions occurring before enactment date would be
grandfathered.

•

Limiting the duration of allocated generation-skipping transfer tax exemption to 90 years.
The generation-skipping transfer tax exclusion allocated to a trust would terminate on the 90th
anniversary of the trust's creation. Currently, there is no such time limitation and trusts created in
jurisdictions that have eliminated the rule against perpetuities can remain exempt from
generation-skipping transfer tax indefinitely.

These proposals illustrate the need to monitor your estate plan. It may be prudent to engage in
additional planning at this time in light of the possible changes discussed above. Please contact any
of the attorneys in our group to discuss these opportunities further.
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Lawyers in Moses & Singer's Trusts and Estates and Asset Protection practice groups are internationally
recognized for their considerable skill and extensive experience in the fields of estate planning and wealth
preservation. Our lawyers provide a full range of tax and estate planning services to corporate executives,
entrepreneurs, and other high-net-worth individuals. In addition to experience in the traditional areas of will and
trust drafting and estate administration, our attorneys excel in the latest techniques to effectively plan for
business succession while minimizing taxes and preserving and protecting clients' wealth from potential
creditor risks. The client’s personal objectives and wealth preservation goals are integrated into the estate
planning process.
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Since 1919, Moses & Singer has provided legal services to diverse businesses and to prominent individuals
and their families. Among the firm's broad array of U.S. and international clients are leaders in banking and
finance, entertainment, media, real estate, healthcare, advertising, and the hotel and hospitality industries. We
provide cost-effective and result-focused legal services in the following primary areas:
•
•
•
•
•
•
•
•
•
•
•
•
•

Accounting Law Practice
Advertising
Asset Protection
Banking and Finance
Business Reorganization, Bankruptcy and
Creditors’ Rights
Corporate/M&A
Corporate Trust
Global Outsourcing and Procurement
Healthcare
Hospitality
Income Tax
Intellectual Property
Internet/Technology

•
•
•
•
•
•
•
•
•
•
•
•
•

Labor, Employment & Employee
Benefits
Legal Ethics & Law Firm Practice
Litigation
Matrimonial and Family Law
Privacy and Cybersecurity
Private Funds
Promotions
Real Estate
Securities and Capital Markets
Securities Litigation
Sports & Entertainment
Trusts and Estates
White Collar Criminal Defense and
Government Investigations
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Disclaimer
Viewing this or contacting Moses & Singer LLP does not create an attorney-client relationship.
This is intended as a general comment on certain developments in the law. It does not contain a complete legal analysis or constitute an
opinion of Moses & Singer LLP or any member of the firm on the legal issues herein described. This contains information that may be
modified or rendered incorrect by future legislative or judicial developments. It is recommended that readers not rely on this general guide in
structuring or analyzing individual transactions or matters but that professional advice be sought in connection with any such transaction or
matter.
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