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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 Laura M. Twomey

(212) 455-3468 (212) 455-3120

prollins@stblaw.com 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.
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