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CCH: The grantor e
concept that has proved popular since GRATs were

sanctioned by. the
rules of Code Sec.
2702, Could vou
give us a brief syn-
opsis of how and
why GRATs work

- a8 an estate plan-
ning tool?

The Economic Growth and Thx Re-
lief Reconciliation Act of 2001 (PL.
107-16)(2001 Act) has created a
strange new world for estate plan- -
ners. It is aworld in which the estate
tax is scheduled to be repealed, but
not untl 2010 and, even then, only
for one year. It is also a world inwhich
the gift tax will continue toexist, but
-with a different exclusion amount
[rom the estate fax after 2003, Accord-
ingly, in this new world, strategies
that involve making u-taxable gift
would appear to make little sense, at
least for those individuals who have
a reasonable expectation of surviving
until the repeal of the estate tax is
scheduled fooccur. At the same time,  (term). At the end
however, the Tx Court hus effectively  of the term, the re-
sanctioned a technique that may maining trust cor-

Mr. Oshins: Basi-

in = which the
grantor retains a
right {0 receive an
annuity payable at
least annually for
a term of years

prove invaluable to estate planners in
the foreseeable future. In the follow-
ing interview, attorney Richard A.
Oshins provides us with his views on
how this planning idea can work for  the GRAT is prop-
erly designed and
implemented, an
estate owner has

an opportunity to

tain designated
beneficiaries; in-

.
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cant amounis of
property from his

tate with little or, as a result of the recent Walton de-
cision (4. Walton, 115 TC—, No. 41, CCH Dec. 54,165),
N0 gift tax exposure, provided he or she survives the
term, This lack of gift tax exposure is a point that

ined annuity trust (GRAT) is a

irrevocable frust

pus is paid to cer- -

cluding trusts, If

transfer signifi-

or her taxable es-

NNING TOOL

will become increasingly important as we go forward
-after passage of the 2001 Act.

As long as the grantor survives the trust term, the as- -
sets remaining in the trust affer the term are rémoved
from his or her estate with no additional gift tax impli-
cations. If the trust assets appreciate at a rate in-excess
of the applicable federal rate (AFR) under Code Sec.
7520, the appreciation will pass free of gift tax. If the
growth does not exceed the AFR, nothing will pass fo
the remainder beneficiaries, Because the GRAT can be
designied to zero out the gift, the grantor isina ne lose
position except for the costs of doing the transaction
and perhaps the ldst opportunity of implementing an-
other wealth-shifting device. GRATS are often formed,
with assets that are entitled to a valuation discount for

. ‘transfer tax purposes and, thus, reduce the value of the

gift to the trust. On the other hand, where asseis hav-
ing a cash flow are transferred, the cash flow isnotre-
tuced, enhancing the GRAT's ability to pay the anmu~
ity. In addition, the discounted assets will pass to the
remainder beneficiaries without further gift tax impli-

ol

-cations at the end of the ferm.

&

CCH: Is there a potential downside to using a GRAT?

M. Oshins: The biggest risk in using the GRAT tech-
nigue is the possibility that the grantor will not sur-

vive the term. If the grantor does not survive the annu-
ity term, there is possible inclusion of all or part of the

- GRAT property in the grantor’s estate, Many practitio-
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ExAMPLE 2.

- Type of GRAT:

: Temm 10y
Granfor's age: : 50
‘Code Sec, 7520 rate: 6.2%

- Annuify payment rate: ' 13.7159% |
Property transferred: . $1 million |

- Arnuity factor: . 7.2908
 Reszined (annuity) interest: $999,998.84 |
- §115 |

“: Remainder (gift) interest:

desirability is enhanced by the presumptively reduced
willingness of taxpayers to risk a possible giff tax after
passage of the 2001 Act by using what is generally con-
sidered to be the primary GRAT alternative—an install-
ment note sale to an income tax defective trust—al-

though T think this risk coisld be moderated by properly

iricorporating a defined value sale into the structure.

%jf}}i: What exactly is a “defined value” sale and why
would one use this technique?

Mz Oshins: A defined value sale is a technique that
restricts the IRS's ability to contest a good faith appraisal
of the value of property being transferred. It is ordi-
narily used with hard-to-value assets to finesse the

potential undervaluation risk occurring in an install- .

ment sale as a result of the possibility that the frans-
ferred asset could be successfully revalued by the IRS.
It typically involves a sale or gift of a non-controlling
interest in a family controlled entity, such as a family
limited partnership (FLP), to a dynastic defective trust
(DDT) according to a formula clause allocating a fixed
dollar value of the asset to be satisfied by an in kind
distribution (¢.g,, $x of partnership units) with the resi-

due going to a Walfon GRAT or to a charity.

In a case involving a charity, ideally, the charity’s inter-
ests are purchased at a reasonable time in the future by
the DDT or redeemed by the family controlled entity
for fair market value generally established by an inde-
pendent appraisal. The technique’s overall impactisfo
limit the IRS's incentive to audit transfers which use a
good faith appraisal, partieularly where a charity is the
recipient of the remainder interest gift. In most in-
Stances, the charity would prefer to receive cash and
the family would prefer to own 2 greater interest in the
family controlled entity because the value of that inter.
is much less in the hands of a stranger, real or hypo-
wietical, than itis to members of the control group. Thus,
- Sinceitis in each party’s best economic interest to strike
- - &deal, it is generally anticipated that after the gift is
- Made, the parties, in an independent transaction, will

i

- cannot be consid-

rated in the GRAT
annuity as a per-

value of the gift, the

negotiate a sale of the remainder interest to the family
or entity. At the time of sale, it is anticipated that the
sales price for the remainder interest in the split-inter-

st fransaction (as distinguished from. the number of
partnership units) will be derived by hiring an inde-
pendent appraiser, and that the parties will obtain §-
nality by following the normal business practice ofeach
signing a mutual release. Thus, an adjustment on audit
will not (and should not) affect the transaction between
the parties, Indeed, a negotiated settlement with the
IRS would include factors which are not relative as to
fair market value of the remainder iriterest, such as the
expense of litigation, the taxpayer’s personal sudit tol-
erance, audit risk, etc. If, at the conclusion of the audit
there is a reallocation in favor of the remainder inter-
est, that means that the value of the charitable gift was

- understated and the taxpayer should be entitled to

amend his or her return to reflect this undervaluation:

Thereis the concern that the IRS may attack this approach
under the rationale of F, Procior, CA-4, 44-1 vsre 910,110,
142 F.2d 824, cert. denied 323 US, 756 (1944). Although
distinguishable
from Proctor, the
defined value sales
approach clearly

A defined value
' sale is a technique
that restricts the
 IRS’s ability to
contest a good .
faith appraisal of
the value of
- property being .
transferred.

ered to have the
valuation certainty
that can be incorpo-
By expressing the

ageof the initia

valuation issue is
eliminated in a
GRAT. Under Reg.
§25.2702-3(b)(1)(H),

- asacondition of qualification, the GRAT document must |

include a revaluation provision réquiring any shortfall

or over-payment fo be paid back with interest.

g 4 g
200122011, which would seem to b 1
“warning shot” with respect to the defined value sale
concept since the IRS ruled that this type of formula
clause should not be respected for federal tax purposes,
As Iunderstand it, this FSA is based on a case pending

in the Tax Court (C. McCord, Dkt. No, 7048-00). Is that

true and what, generally, is your reaction to this FSA

« : tw. 2L TR Zamene S TI k4 . k
CCH: Recently the IRS issued FSA Letter Ruling -
g a

bl
7
H

Mr. Oshins: First of all, I would siiggest that the facts
of the FSA are distinguishable from those of the McCord
case and, secondly, I do not agree with the IRS's con-

g continusd on p. 65
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tage of f the GRAT and hedge the downside risk of not
surviving the term %}g the implementation of a well-
conceived life insurance program.

The visceral reaction is that since the risk i3 foraferm

certain, the acquisition of term ins for the annu-
ity period should be the product of choice, In my expe-
rience, aé&&agzz the use of 2 permanent ;{}?{}éhﬁé
somewnhat counterintuitive, itis by ;;@zea‘zﬁ preferable for
?.{}E’zg?—‘f term GRATS. Remember, the theoretical reason
that there is litfle or no gift to the remainderman is that
the value of the retained annuity is equal to the value
of the property transferred. In fact, the IRS tables pre-
sume that the
grantorwillend up
weaiimé& due to
the interest as-

: ; For those clients
- sumptlion  con- o,
tained in the tables. who have the

Thus, the GRAT
will not reduce the
estate except if
valuation adjust-
ments are in-
volved, Itis merely
an estate freeze

- requisite risk
tolerance, a Walton
GRAT coupled

- with a remainder
sale may achieve

and, totheextentof  ynparalleled results
the interest facton a ‘ N

“leaky freeze.”

- CCFL: What about the case in which the estate owner is
uninsurable or subject to relatively high rates?

‘M. Oshins: In such an instance, the inability to obtain

adequate insurance coverage is indicative of the Hkeli-
hood that the estate owner will not be able to survive the
term, and éﬁzué be a %zg;fzgi that the GRAT approach
should be reevalua d substifute planning that does
not require ﬁw’@é %E‘ﬁ?fk"i% should be considered.

-CCH: Is there also a possible place for the GRAT in
generation-skipping transfer (GST) tax planning with
dynasty trusts?

Mr. Oshins: One of the drawbacks associated with
GRATs a5 compared to @g czzsi;j% ent nofe zsale ¢

egy is that GST tax exemption cannot be allocated to a
GI GRAT until the %’—*‘faﬁ’?‘&“ g z‘ﬁ&bﬁgz interest has ceased
because of the estate tax inclusion period (ETIP) rules
contained in CQQ:‘E 5?5 26425, That section rohibits
allocation of GST tax exemption during the pe eriod that
the gsz}?gri}' would be includible in the transferor’s

r she died. : :

estate f he

Res

However, the ETIP rules %fﬁ%ziﬁ not ag;;;;%? if the re-
mainderman were to sell or give

‘'his or her entire in-

terest within a reasonable time after the GRAT was
created to a GST exempt trust because the transferor
would not refain an interest that would cause estate
inclusion. Under the so-called “strings provisions”
of the Code {Cgéé Secs. 2036-2038), zz%z:iz& sion only
occurs if the transferor makes ng a gratuitous frans-
fer and (2) retains an interest in the transferred prop-
erty. Therefore, the ETIP rules should not apply be-

cause if the fransferor/remainderman were to die,
at that time the transferred property would not be
includible in his or her estate since the transfer was
of the entire interest of the transferor. This approach
is, however, not without risk. 1t is reasonable t0 as-
sume that the IRS would attack the transaction un-
der a “substance over form” theory (i.e., that the spirit
of Code Sec. 2642(f) should govern the result) or
“step-transaction” approach. The IRS has indeed

fired its first shot in an analogous instance where a

taxpayer desired to use a ﬁﬁ&%ﬁﬁbi& lead annuity trust

{CLAT) to virtually zero-out a remainder interest that
would be transferred at a negligible value to a grand-
child. In a private letter m&gf the IRS indicated that
it would treat the creator of the C

eror for GST purposes because “[t]he series of trans-

actions proposed in the ruling request have the ef- -

fect of circumventing the rules of §2642(e) using the

same type of leveraging that prompted Congress to
‘enact §2642{ey” {IRS Latter | ;}‘iﬁg 200307018) T am

personally aware iz.%: S&‘”%i‘ggi large CLATs that have

been designed %;}f;
jected by %iﬁ‘ IRS in this letter ruling. Moreover, L have
taken my own informal poll of several highly re-

- spected §z§eﬁ§3fzﬁ§5 who believe the IRS’s position
- will not be sustained.

CCH: Finally, how would you evaluate the future of
the Walton (GRAT? ~

Br i;}s%s,,gm The combination of the Walton decision
enabl zzw the GRAT to be zeroed-out and Rep.

u&’%
o
&
e

§25.2702 af%{%%z?iz‘i which permits s the annuit

%

expressed as a percentage of the initial value of the

¥

gift, means that the GRAT ﬁifgf’ég‘? can be imple-

M%zz% it is a risk-free, potentially

unity fo ézéé wealth and should
be a viable s Jgkggsifg or all clients who are z:zzgggmg
in the estate planning process. For those clients who

have the requisite
s:;;zz?ia withar zﬁ&ﬁ sale may achieve unparal-

eled results. Asf 1 the {@zzzaz&:& element desc ?*%ﬁ&
above, I would gigggé urance
advisor cannot control the ability to obtain the : *‘zv
ticipated appreciation or the tax result with r 5&
e

mented gift tax-free.
high reward oppor

2

that, althcugh the ins

m }i&*
M

m

to the 8&&;&@ interest transfer, he or she can re-
?

solve the survivorship confingency risk with the use
of life insurance. ¢ :

AT as the transf-

ther %é?igggi in the manner re-

ose
risk tolerance, a W %Efﬁ& GRAT -
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SUMMARIES / TAX PRACTICE

- Higheast Transfer

Year  Exemption Tex Rats
2002 31 million 50 percent
2003 %1 million 49 percent
1.5 million 48 parcent
,5 2 !
52

: mz @z oW zzézsth zzgégs f the trust assets by th
% 1

1l transfer taxes may be reinstituted
C??’Eéu “sunset” z}f:}éfi sion.
The 5T exemption a 5 W
the game amounts under s&cé on 5214 é} ::35
ever, the 9%&%2@% date of the §z;€zzs§

m &’

2003, so the inflation adjustm jigg; will
still apply to éﬁé GST éx&fﬁg‘zﬁﬁ urtil Ei{} 4. Note that
the 5 percent surtax on large estates is also repealed,
effective January 1, 2002

The ngz‘: fax exclusion amsﬁzz% will increase to $1
million in 2002 and remain there, See the Act secton

521(b}. The gift tax rates will éﬁ the same as the estate
tax rates, and after 2%’3@% — when the estate tax is sup-
posedly ﬁ?é&é&é top gift tax rate will be the top
individual income étss:: rate {z;ag 35 percent}. See section

51

Ly

vidu
(d} of the Act.
Section 51i{es of the Act, effes*w% December 31,

ok
o,
m

2009, provides that any tra ?%3583: of property to a trust.

51

is a taxable gift uniess the
trust as to the grantor or éz*aﬁi& s spouse fo
fax purposes in ifs enfirety. )
This particular provision has turned out 0 be the
most perplexing in the Act. The authors’ information,
all hearsay, is that since the announced purpose of
retaining the gift tax is to “5{{%‘3& & mmmé«sémmg
devices, Co vansfers to a trust that
does nof shift income is a no aga%_;é gift. Others dis-

rust is freated as a grantor
O Income

3

»

v

e gifts under section 23%}3 there would

L
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éﬁzzgsg Proof’ Dynastic Trusi?

creditors and the s***fﬁ?% izsmsifzz‘ tax, it mavy also func-
”E§§; %:s a‘ff@zi f::c’; ; 58

248

While the vi% %&ﬁfﬁi‘ trust may be structured fo avoid

owned by a dynastic “’fifn% will or should be immune
to an}f im‘ﬁ ‘return of the federal death tax m any
£ ere is f*f”:‘zs;fic?aéie concern that what Con-
gzxsgg it can fake away. A &%aﬁgs in .5%& "“SEL’( cal
onomic cimate could ceriaink
nsion of the repeal of the federal estate and GST
v the return of some form of the federal dea
ince the dynastic trust results in 3 comples

o
f
oot
g U
o
o
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i
s
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B
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tax,

ey ]
s
s
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Cey

tor, there would appear to be no theory
Constitution that ngg ess could subsequently seek t

o b

“get the trust assets back” by passing new legislation
that would subject those trust assets to tax. Here is why
——itwould be gém& st 533{}52 %3 & to impose a tax direct-
Iy on the trust assets, since this would be a direct tax
on 147 ich is unconstitutional under Article 1
sec reads:

No capitation, or other direct, Tax shall be paid,
unless in Propo zé‘z::}zz to the Census or Enumera-
tion herein before directed to be taken.

It is, of course, possible Co ongress will seek to get
around this, as it has in the past, by arguing the tax is

on the particular use of, or exercise of, power o

5? operty. See Bromley v. ‘McCan ughn, 280 U.S. 124 (1929),

/T 241-12, zmifzda?zzg the federal gift tax. How-
ever, that same decision ?dlﬁ ted outthat

of property is keeping it, a tax on the possession of

properiy is no different éz‘am a tax on the property

itself. Note the problem with defective trusts, dis-
cussed subseguently.
The authors are not

claim no %??32223% in f:%az rea, er, the bottom
line certainly appears to be that a templs io impose
taxes on ;z‘ﬁ;e;‘%f held in trust will run into all kinds
of obstacles, as well as political turbulence. In addition,
such an athe empt could also be seen as violating due

process requirements.

Using the Gift Tax Exemption
Since the gift tax fax%ﬁgggﬁ will be fixed at $1 mil-

= gjiskr e

lion in 20f married couple can shelter up to ap-
pro 'iw through the use rmastic
trust f}&%ﬁf can be 1 leverage

through the use £§ a:%*fazﬁzéﬁ estate g tec
niiques suck “s.;éi‘i nstalime s to the
trust i ies to the
frig ent
top

diffi

esia

43284

s@?‘{%?%’i

Making the Trust ‘Defective’
A trust ézai’ is faxed fo the

Known as a gz ntor Ir

“?’izi that violates one or more of #

tained in sectons &

income fay ?&?‘?i}gﬁi ;

income tax purposes

w

28 s
UusT Of

P

ar fruast iﬁg i'{“'
%&s«é for transfer
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W

- given fo funding the

tax purposes, grantor trust exposure for either income
tax purposes or r transfer tax purposes or both depends

on which code sections are being sf*&ai:aé
For purposes of this discussio
that has grantor status for incom

assumed to 3£ a ”@*@?ggtéi gifta
purposes
ud creditors, the trust will
A

for egtate and G587 tax
sransfer with intent to def

~be asset ?gi,}géiieé from future v‘sﬁ?afs f:}f the grantor

and both current a?ﬁ future creditors of the

heneficiaries. In desig ing a trust to obtain these |
,itis ;._ﬁ?eﬁa*;v *&az the “defect” selected to secure
status for income fax purposes

sion in the g:fa%’itw 8 estate.

grantor trust

result in inc

It is also important that the viclation aff

ordinary income and corpus and will result m %ézg gran-
or

Tt

)

tor or other person z;ez;zg treated as izzs:} owner of the
entire vs::;sf and not just a portion of the ;;gi That

viclation should also result in the grantor or other
person being taxed on all items of income, deductions,
azzf% credits on his return under section 671,

hese rules will remain g?iﬁ%ﬁgeé under the Act.
;%jz:;gze er, if the estate tax repeal does in fact happen,
he gift tax rule changes. Under section 511(e) of the
s’: ?E nsfers to completely ésﬁsiﬁ%’e trusts will not be
ble gif:a* The trust may be funded now — or next
year, within the new %&Sﬁ??ﬁﬁ% limitation — with up
fo 51 mﬁﬁeﬁ if the donor is single and just over $2
miillion if the donor is married, as aéf‘*iziéa Additional
amounts may be allocated to the *f‘z,ggf: as the estate and
GET €F€m§ﬁ323 increase. The increased GST exemp-
tion could be allocated to this frust. If the grantors are
&?é%é?zzg to pay some gift tax, consideration should
e trusts up to the available GST

é‘fémﬂt 6115 z@%iw ‘%%“iﬁ exceed 31 million, and i

W*:mﬁ*“

au 54&5%?%«.4 33}

gift tax but are a >d T
tio i Jif’ig %z% es {
ch :

the frust s

Act, effective D
?f%ﬁé}%%gf if?&

e st 1

or eradit shelter fru
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m

uld be-
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nid

S
A

{the Defective Dynastic Trust
z:& discussed in this article is designed

&f contingencies and droumstances

ange in fizs law. Tt
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s Yz‘?iﬁsg on fz%‘g life of the g antor in and out
i the transfer |
*{3%{25 :ﬁé of aﬁizefz iﬁ;%%a f% ent sales to the
trust, and the transfer gaf beriefits of the grantor
g}ﬁ}’iﬁg tax on wealth owned by the trust.

C:’}
e,

K"“ mh
o

)

%
o

Joosah
‘&mi

During this period, for large estate ow e

nsideration should be gize o to making tax-
gifts to the trust to take advantage of azi or
t of the larger GST exemptions ag they phase

L

Zi

e
”fg'iwm

o
)

i

Eis

3. On the death of the grantor, that individual's
will or revocable trust may provide for a pour-
over of other assets to the trust if the estate tax is
repealed. This g:?ezmszazz should be expressly con-
ditioned on repeal of the tax at the date of death
to deal with %:éze sunset provision, or preferably
incorporating a formula clause separating the
GST exempt trust disposition from the nonex-
empt,

4. If the grantor dies during the phase-in ;; riod,
or the e K%’*z’s tax repeal does not %a;;s?*m ¢ the

in, the trust is in ;:u,aaﬁ;
nal transfer taxes.

sunset provision kicks
exempt f:mm any addition

5. If the donor dies during a time when the estate
tax is repealed, the carryover basis rules would

8 ed to carve out

asvply. I g0, the f{f{if}%g 29 %s draft
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a QE"“” ? spouse. This would
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SUMMARIES/ TAX PRACTICE

A viable alternative is for separate frusts to be gé*
up for each branch of the é&%if at the inception, for
gggm?‘z a;. each child or the grantor, T e gz%§* s

32’

the spouse as a y
achieve grantor f; s%:f:zzg under section 677(a). Tt

problem with this approach is that it restricts the ability
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fg@ toggle — or getf out of — grantor trust treatment.
The ?%ﬁﬁ%r might consider including the spouse as a

ointment ena-
erse 23'{13‘5’% a2 a
i.ﬁix?: v comfort-

7 e A ) =
a&% %z‘ai the spouse is protected Eé’ié will receive ap-
?;%mzafg distributions if necessar %if”emd;zwi},
giving the spouse the "’gse” of the *“*’5@%%"‘%’? without

consent of the adverse party can eliminate the problem.
In either case, a different defect would be used, ter-
minating the gzagisz frust tax freatment,

To maximize the flexibility, tax gavings, ar
protection, the trustshould be ééSEgaéa asadis
ary trust whereby the trustee will have broad power
to distribute income or principal to, and ? ovide the
use of trust assets for, %%33 ifmsf: beneficiar ies
a set of guidelines.

Operationally, however, it is anficipated that few z?
any distributions will be made in the absence Q«x a
compelling reason to make these distributions. The
beneficiaries will be expected to absorb most famil Iy
%X?%ﬁéii’&i‘éﬁ such as food, schooli ing, vacatons, etc.
Addiionally, the

frust funds will Q&zﬁ%?&% v not be ex-
?}&;;&g%@ on consumable assets since i%ié 158 nf rotected

funds in this manner would be wasteful,
The trustee would be encouraged to acquire ass

for the "use” of the %&fze iciaries rather than funding
the individual’s personal acquisition of the assets. To
allow for this result, the trust should contain specific

mi satments in assets such as

e’»«
W‘:’l
[l vy
F
o
o
[ri
i
tw I
!
L
Lv ]
L
s

g
4]
L%
o
e
o
et
>
Pt
ok
ey
l
g
:&:}m
it

J
wh
o &

tion. Forexam
buginess, the trus 1
an asset {5’: {%va» ’:z‘zzgi rather than dis-
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creditor benefits not cbtainable with outright owner-
ship. Armed with a %:ré&é power of gg};: intment, the

primary beneficiary could rewrite the trust. This ability
to effectively redraft 5:1% rust should z»: é%e any arg 1-
ment 533;% the trust zsjzy:ie will “lock” th )
an inflexible r&%gémw,g
For izziz%e grantors who d
family” per stirpes basis, the tru
POWErs ¢ %ay?}&z&fmezé Alternat
of appointment exercisable only
sed to retain some degree of fl

Ziu
o
m

Some Planning Opportunities and Caveats

Z?{} not mix a*g;ies and oranges. As a general rule

o not create a frust with hybrid tax results. The ad-
verse tax and yiaﬁm‘@g *gm%iﬁms for GST tax pur-
poses of partially exempt trusts are well known to
estate planners. The most tax efficient use of the GST
exemption is to create separate trusts i‘%‘*&z are wholly
exempt and wholly nonexempt. A partially exempt
%?‘:;sz ‘will waste some ﬂk%ﬂpzz;"z o ézr zz&gizags

nade to children and cause some unnecessary fax o
dzg‘%z butions to grand %é{i en. A separate, non-
axempt frust can make distriba tions to children
without wasting G5T protected assets and distribu-

tions of pro otected funds from an exempt trust can be
made o members of younger generations without

éﬁt&fr’izw GST tax.
tis E,’{ﬁgéfiﬁi‘?i to z@&tu

?;‘zg resn
erazzz?w don’t mix annual exch
able gifts in the same trust. T
accounting n g%%zﬁgra

The separa
tween spousse
cause of 3&&1{&-;

come fax i:fgaizzzaz will ooeur f\y 3
that rule should be observed. s
be given to drafting a zé%zzézémizﬁ% :;3*?: ‘“{iﬁ trustee
establi = & s ome ?‘;:z:{
pay 1 z
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In sum, the use of dynastic trusts as a significant

H

wealth ﬁiamﬁﬁg vehicle continuss after the Relisf Act §; €§§ Q ﬁ?i ?Sé g g; g%ig g

% of 2001 55’%55 s&az&:ﬁ be considered | by many tc form the

centerpiece iET th 55‘;%%% plan.

FASE’S EITF DECIDES TERRORIST LOSSES ABEN'T EX
THAORDINARY. zz%: %mmzai ﬁ;:éﬁ?‘ﬁ‘iﬁg b??ﬁu%’:
Board’s Emerging Issues Task ?@
decided ﬁ@? %a f*sa jz& xpens
’za %?’e rec

extraordinary losses. This é&f‘z%zs‘%

?igszz:;zzﬁg debated. iSé% related story i
;a%: its September 28 meeting t

an abrupt reversal. Iis pos f%s}f 1

and ez;eagﬁs z@;afzeé to
treated as emgz

uzm%?z?% items classified as extra 3

ﬁg?ﬁ T as a fée?gé%’i; Ezzg item net of tax effecis

azz{.% éfi is e. Thus, the costs th
&g

b
s

, to the attacks will notbe
E:zm%;éz% z;zzf: as ' item below income from
continuing gpszaéiga% Instead, they will be con-
sidered costs that are part of normal business opera-
%igsz*zs

ITF Chairman Timothy S Lucas said, “"Because
@f %:?zﬂ iag*«feaz&azg effects of the §9§?éﬁ“%%§‘ 11 events,
oupled with a weakening economy that predated
‘Zi’zésg events, it would be difficult to capture the
resulting economic effects in companies’ financial
statements. As one example, the events impacted air-
lines in multiple ways. Air car Eé?é were unable to
fly for two days, suffered the effects of rerouting and
iated layoffs in Zﬁ‘éiz?ézi“% of lower passenge
demand. No single E:zz% item ¢ za;%:z;z‘gz all of those
effects. Other companies d range
f industries are experi

Highlights & Documents (H&D) is
specifically designed for those
practitioners who need immediate
updates of the latest tax developments.

Inside, H&D is filled with IRS,
congressional, judicial, state, and
international news, along with critical full
z&xz federal docurnents. %szs also geta
listing of all tax documents released within
é‘%s previous 24 to 48 hours, with citations
so you can access the full texts.
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Dor’t keep your clients waitin g All
the tax information you need for the day
is delivered to your door every morning

n Highlights & Documents! i it’s tax
news, it’s here.
To subscribe, call {§§§} 955-2444 or
(703) 533-4600. Visit our website at
www.tax.org or e-mall us at
cservie@tax.org.
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