
 

 

October’s Historically Low Interest Rates Enhance Intra-
Family Transfers 
 
September 26, 2011 

The IRS interest rates that apply to loans to family members and trusts are at historic lows for 
the month of October.  For example, loans with maturities of 3 years or less have a rate of .16%; 
loans with maturities of more than 3 years but not more than 9 years have a 1.19% rate; and 
loans with maturities over 9 years have a 2.95% rate.  In addition to intra-family loans, these 
rates apply to sales of assets to family members or trusts in exchange for a note.   

In addition, the “7520 rate,” which is used for Grantor Retained Annuity Trusts (“GRATs”) and 
Charitable Lead Annuity Trusts (“CLATs”) is also low for October – 1.4%.  GRATs and CLATs 
are estate planning vehicles that allow transfers of assets to a trust that pays out an annuity for a 
fixed term – for the donor’s own benefit, if a GRAT, or for charity, if a CLAT -- with any 
amounts exceeding the required payout passing with little or no gift tax to the donor’s 
descendants.  Gift tax is payable only on a small percentage of the transferred assets upon 
funding. 

For more information about these planning opportunities, please contact one of the following 
members of the Firm’s Personal Planning Department.

Pamela L. Rollins 
(212) 455-3468 
prollins@stblaw.com 

Laura M. Twomey 
(212) 455-3120 
ltwomey@stblaw.com 

*  *  * 

 
 
This memorandum is for general informational purposes and should not be regarded as legal advice.  Furthermore, 
the information contained in this memorandum does not represent, and should not be regarded as, the view of any 
particular client of Simpson Thacher & Bartlett LLP.  Please contact your relationship partner if we can be of 
assistance regarding these important developments.  The names and office locations of all of our partners, as well as 
additional memoranda, can be obtained from our website, www.simpsonthacher.com. 
 
IRS Circular 230 disclosure: To ensure compliance with requirements imposed by the IRS, we inform you that any 
tax advice contained in this memorandum was not intended or written to be used, and cannot be used, for the 
purpose of avoiding tax-related penalties under federal, state or local tax law.  Each taxpayer should seek advice 
based on the taxpayer’s particular circumstances from an independent tax advisor. 
 

The contents of this publication are for informational purposes only. Neither this publication nor the lawyers who authored it are 

rendering legal or other professional advice or opinions on specific facts or matters, nor does the distribution of this publication to 

any person constitute the establishment of an attorney-client relationship. Simpson Thacher & Bartlett LLP assumes no liability in 

connection with the use of this publication. 



   

   
  09/26/2011 3:16 PM 
  09/26/2011 3:16 PM 

 Memorandum – September 26, 2011

www.simpsonthacher.com 

UNITED STATES 

New York 
425 Lexington Avenue 
New York, NY 10017-3954 
+1-212-455-2000 
 

Houston 
2 Houston Center – Suite 1475 
Houston, TX 77010 
+1-713-821-5650 
 

Los Angeles 
1999 Avenue of the Stars 
Los Angeles, CA 90067 
+1-310-407-7500 
 

Palo Alto 
2550 Hanover Street 
Palo Alto, CA 94304 
+1-650-251-5000 
 

Washington, D.C. 
1155 F Street, N.W. 
Washington, D.C. 20004 
+1-202-636-5500 
 

EUROPE 

London 
CityPoint 
One Ropemaker Street 
London EC2Y 9HU 
England 
+44-(0)20-7275-6500

ASIA 

Beijing 
3919 China World Tower 
1 Jian Guo Men Wai Avenue 
Beijing 100004 
China 
+86-10-5965-2999 
 

Hong Kong 
ICBC Tower 
3 Garden Road, Central 
Hong Kong 
+852-2514-7600 
 

Tokyo 
Ark Mori Building 
12-32, Akasaka 1-Chome 
Minato-Ku, Tokyo 107-6037 
Japan 
+81-3-5562-6200 
 

SOUTH AMERICA 

São Paulo 
Av. Presidente Juscelino Kubitschek, 1455 
12th Floor, Suite 121 
São Paulo, SP 04543-011 
Brazil 
+55-11-3546-1000

 
 


