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Too many changes coming too fast?

Too little information to make decisions?

Too few clear paths?

Crystal Ball

a Little

Cloudy?

Recent changes to federal estate tax and gift tax laws significantly alter 
the estate planning landscape for the next two years.

A U.S. 1 ADVERTISING FEATURE

New Law Creates Two-Year Opportunity To Avoid Estate And Gift Taxes

As a general rule, gifts you
make during your lifetime
will not be included in

your estate at your death. There
are exceptions for gifts made
within three years of your death.
Generally, if the asset is not in
your name when you die, then
it's not taxable as part of your
estate. Therefore, it has always
been a smart estate planning
attorney's maxim to counsel
clients to avoid estate taxes by
giving gifts during their lifetime
to the people that would
otherwise inherit their estate.

The attorney's challenge is
usually three-fold: (1) convince
the client to part with their
money (never easy); (2) ensure
the gift doesn't create any
unwanted gift tax liability; and
(3) maximize estate tax savings.
Because of the recent changes
in the federal gift and estate tax
laws, gifts in higher amounts
can be given without worrying
about gift tax. The old federal
gift tax law provided that a
person could give away up to
$1 million in gifts during that
person's life without incurring
any gift tax. Under the old law,
the donor had to pay a tax for
gifts that exceeded the $1
million lifetime exemption. The
new law provides for a $5
million exemption for the next
two years.

Last month, President
Obama signed into law the Tax
Relief, Unemployment
Reauthorization and Job
Creation Act of 2010. Under this
new law, the following changes
were made to the old federal
estate and gift tax laws for the
next two years:

1. Maximum 35% rate for
federal estate tax, gift tax and
GST tax (old maximum rate
was 55%).

2. $5 million federal

ESTATE tax exemption (old
exemption was only $1 million).

3. $5 million federal GIFT
tax exemption (old exemption
was only $1 million). The used
exemption decreases the estate
tax exemption dollar for dollar.

4. $5 million Generation-
Skipping Transfer (GST) tax
exemption for gifts directly to
grandchildren (old exemption
was only $1 million).

5. Portability of $5 million
ESTATE exemption between
spouses, which gives married
couples up to $10 million in
aggregate exemptions
automatically (old law had no
portability feature).

6. Step-up basis in assets
at death to fair market value
(old law had modified basis
rules).

This new law significantly
changes the estate planning
landscape for the next two
years. Because the new federal
gift and estate tax exemptions
are a generous $5 million each
per person, and the federal
estate tax exemption is $10
million per married couple, most
people will not have a federal
gift or estate tax for the next two
years. 

But estate planning is done
not only to save federal estate
and gift taxes. Estate planning
is also done to save New
Jersey estate taxes.The salient
features of the New Jersey
Estate Tax and Inheritance Tax
are as follows: 

1. Maximum 16% rate for
Estate Tax and Inheritance
Tax.

2. $675,000 exemption for
NJ Estate Tax.

3. All transfers to the
following beneficiaries are

exempt from Inheritance Tax:
spouse, charity, parents,
children, and grandchildren.

4. $25,000 exemption for NJ
Inheritance Tax if transferred
to Class C beneficiary
(sibling, wife or widow of son
of decedent or husband or
widower of daughter of
decedent).

5. No gift tax.
Again, NJ does not have a

gift tax. But NJ has an Estate
Tax and Inheritance Tax with tax
rates of up to 16%. Therefore, a
very high amount of NJ Estate
Tax and NJ Inheritance Tax
could be avoided by gifting up
to $5 million (the amount of the
new federal exemption) over the
next two years and getting that
money out of your estate.

Darren M. Baldo, Esq., CPA,
LL.M. is an attorney focusing in
the areas of estate planning,
estate administration, estate
litigation, commercial and real
estate transactions and
litigation, bankruptcy, collections
and employment law. For more
information, please visit
www.dbaldolaw.com or call his
office at 609-799-0090.
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new job or are relocating after find-
ing one. Or maybe you tapped into
your retirement fund and now
wonder about the tax implications.
For those out of work, the IRS has
resources available to help.

EITC. According to the New
Jersey Society of Certified Public
Accountants, there are several
items included in the tax code, such
as the Earned Income Tax Credit,
that can help unemployed taxpay-
ers lessen their tax burdens. EITC
is a refundable federal income tax
credit for low to moderate-income
workers and families that offsets
the burden of social security taxes
and provide an incentive to work. 

When the EITC exceeds the
amount of taxes owed, it results in
a tax refund to those who claim and
qualify for the credit. To qualify,
taxpayers must meet certain re-
quirements and file a tax return,
even if they do not have a filing re-
quirement. Taxpayers can find out
if they are eligible for the EITC by
answering questions and providing
basic income information using the
EITC Assistant at www.IRS.gov.

Tax Center. The IRS’ Tax Cen-
ter to Assist Unemployed Taxpay-
ers offers information on a wide
range of tax-related topics cover-
ing a change in employment status
and the effects of job loss on taxes.
The center website, also available
through www.IRS.gov, answers
frequently asked questions on such
topics as severance pay, accumu-

lated leave, vacation and sick pay,
unemployment compensation,
COBRA insurance, and pensions.

The Tax Center to Assist Unem-
ployed Taxpayers also provides in-
formation on ree tax assistance, un-
resolved tax problems, starting
your own business, bankruptcy,
and mortgage debt forgiveness.

Job hunt expenses. Some job
search expenses, such as resume
services, employment and out-
placement agency fees, postage,
travel to and from interviews, long
distance calls to prospective em-
ployers, and expenses related to
moving to accept a new job are tax
deductible.

Do your research about what is
and what is not allowed because
there are some deduction no-no’s,
and you do not want to raise the ire
of the IRS. Fees for professional
exams, for instance, are not de-
ductible. Neither are living ex-
penses. Track your expenses care-
fully and hang onto your receipts
so you can take advantage of the
deductions where allowed.

A CPA can help. While the IRS
has loads of information about tax-
es, it also can be confucing. The
agency recommends considering
an accountant, and the state Soci-
ety of CPAs offers a statewide list
at www.findacpa.org.

For more smart money tips or to
find a CPAin your area, you can al-
so visit the NJSCPA consumer
website at www.MoneyMatter-

sNJ.com.


