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ESTATE TAXES

Under current law, the Federal estate tax is repealed for those who pass away in 2010 but
returns in 2011 with more burdensome terms (lower exemption and higher top rate). Whether
Congress will pass new legislation in 2010 to address the repeal period is uncertain, as is the
content and effective date of such legislation. It is possible that legislation will be retroactive,
thus eliminating the repeal. Even if the repeal remains in effect throughout 2010, state death
taxes will still be due in states that impose such taxes.

CONSIDER YOUR DISPOSITIVE PLAN DURING THE REPEAL PERIOD

During this period of temporary repeal, we advise you to review your estate plan to ensure that
the dispositive scheme that would take effect if you passed away during the repeal period is
what you intend (i.e., that the right beneficiaries inherit your property).

CONSIDER USE OF BASIS ADJUSTMENTS DURING THE REPEAL PERIOD

Unlike the step-up in basis to fair market value that has been generally available for property
included in a decedent’s estate, during the repeal period, the basis of property acquired from a
decedent is generally the decedent’s basis in the property, with the following adjustment: up to
$4.3 million dollars may be allocated to increase the basis of assets passing in a qualifying
manner. Your estate plan should be examined to ensure optimal use of such basis adjustments
if you die during the repeal period. Please contact us if you would like us to review your estate
plan for this purpose.

GENERATION-SKIPPING TRANSFER TAX

Under current law, the Federal generation-skipping transfer (“GST”) tax does not apply to
transfers made in 2010, but the GST tax will again apply to transfers made in 2011.

GIFT TAX

Federal gift tax remains in effect in 2010, but at a 35% rate (i.e., the highest Federal income tax
rate).

PLANNING OPPORTUNITIES DURING THE REPEAL PERIOD

The lapse in the GST tax, along with the lower gift tax rate in 2010 versus 2011 under current
law, may provide certain transfer tax planning opportunities. Please contact us if you would
like us to explore such planning opportunities during the repeal period.
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If you have any questions about the estate planning considerations described in this update,
please contact Pamela L. Rollins (prollins@stblaw.com; 212-455-3468), Laura M. Twomey
(Itwomey@stblaw.com; 212-455-3120) or any other member of our Personal Planning
Department.
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you that any tax advice contained in this communication (including any attachments) was not intended
or written to be used, and cannot be used, for the purpose of (i) avoiding tax-related penalties under
federal, state or local tax law or (ii) promoting, marketing or recommending to another party any

transaction or matter addressed herein.
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