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e Election of Donald Trump,
along with retaining
majorities in House of
Representatives and Senate

e Congressional Republicans
Plan — “A Better Way”

* Trump Campaign

Platform/Promises
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e Where we are now

e Where are we going?

e How will we get “there”?

e What will it look like?

e What to do now?
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 Multiple Taxes Likely to be Repealed

S695/person without coverage

Fines employers with 50+ employees that
do not offer qualifying coverage and whose employees obtain
subsidized health insurance

3.8% of lesser of (a) taxpayer’s net
investment income or (b) the amount their modified adjusted
gross income exceeds $200,000 (S250,000 married filing jointly)

0.9% additional tax on amounts earned
over $200,000 ($250,000 married filing jointly)

2.3% tax on sales of medical devices
by manufacturers
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Individual

$6350/512,700
$4,050

10%, 15%, 25%, 28%, 33%, 35% and 39.6%
15% and 20%

Taxed at Ordinary Rates (up to

39.6%)
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Estate Tax

40%

S5.49 Million (during life + at death)

Gift Tax

40%

S5.49 Million (during life + at death)

 Generation Skipping Transfer Tax

40%

S5.49 Million
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e Basis Consistency & Reporting

June 30, 2016
Basis of any property in hands of an inheritor may not
exceed its final value determined for estate tax purposes

For property that increases an estate’s tax liability (where
estate tax is due), the Personal Representative must provide a
statement to the IRS and beneficiaries acquiring an interest in such
property identifying the value of each interest in property reported on
the estate tax return

e |RC § 2704 Proposed Regulations

Valuation of interests in closely held businesses
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e 3 Brackets (12%, 25%, 33%)

e Standard deduction $15,000
(530,000 MFJ), eliminates
personal exemption. Caps
itemized deductions at $100,000
(5200,000 MFJ)

e Repeals AMT

e Current capital gain and dividend
rates (0%, 15%, 20%)

e Repeal Net Invest. Income Tax

e 15% rate for pass-through entities
that retain profits

3 Brackets (12%, 25%, 33%)

Std. deduction $12,000, $18,000
Single with child, $24,000 MFJ,
eliminates personal exemption,
state and local tax deduction.

Repeals AMT

50% deduction for capital gains,
dividends & interest (6%, 12.5%,
16.5%)

Repeal Net Invest. Income Tax
25% rate on “business income”
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e Repeals Estate Tax e Repeals Estate Tax

e (Capital gains held at death * Repeals Gift Tax
greater than $10 Million taxed  ° Repeals GST Tax
at capital gains rates, basis * Carry-over basis
step-up

e Contributions of appreciated
assets to a private
charity/foundation established
by decedent disallowed

e Repeals Gift Tax
e Repeals GST Tax
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e Republicans don’t have filibuster-proof 60 votes in the Senate

e Reconciliation requires 51 votes for spending, tax and debt
limit bills

e Two opportunities for reconciliation in 2017
Being used for ACA repeal
Likely to be used for tax reform

Schwabe

WILLIAMSON & WYATT




* Prohibits extraneous matters from budget reconciliation bills and requires 60 votes
in the Senate to waive. Applies to provisions that:

e Consequence of limitations
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e (Clear consensus to repeal Estate Tax, unclear what form this
will take

e What about the Gift Tax? What about GST Tax?
* Proposed 82704 Treasury Regulations

e What about basis?

 Will repeal be “permanent”?

e How does repeal of the Federal Estate Tax affect state estate
taxes
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What about Gift Tax? GST Tax?

Proposed 8§ 2704 Regulations

Basis Consistency & Reporting
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e What about Basis?

» Death as a realization event

» $10 Million exemption

» Step-up

» How to determine basis for gain calculation
» Canadian experience

» Can you avoid the tax? Would you want to?

» Carry-over basis
» 2015 legislation included step-up basis

e Will repeal be “permanent”?
10 year time frame, must comply with Byrd Rule

Need 60 votes to pass legislation that will significantly increase deficit after
Reconciliation period.

Repeal would “sunset” at end of the Reconciliation period (2010 revisited)
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* Intentionally Defective Grantor Trusts

* Bypass Trusts

“largest amount that can pass free of
federal estate tax,” will a capital gains tax at death be an “estate
tax”?
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e Qualified Terminable Interest Trusts (QTIPs)

(0]

« RCW 83.100.047
* (1)(a) If the federal taxable estate on the federal return is determined by making an election under
, or if no federal return is required to be filed, the
department may provide by rule for a separate election on the Washington return,
and (b) of this subsection......

* (b) The department... a deduction from the Washington taxable estate for any interest passing from the
decedent to his or her domestic partner, consistent with _
but regardless of whether such interest would be deductible from the federal gross estate under

*  (3) Notwithstanding any department rule, if a taxpayer makes an election consistent with
...adjusted as follows:
* (@) For the taxpayer that made the election, any amount deducted by reason of ) i
is added to, and the value of property for which a Washington election under this
section was made is deducted from, the Washington taxable estate.
* (b) For the estate of the surviving spouse, the amount included in the estate's gross estate pursuant to
is deducted from, and the value of any
property for which an election under this section was previously made is added to, the Washington
taxable estate.
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e Clients beginning EP process
“First, do no harm”

e Planning in process

e Estate Planin place
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* Bypass Trusts

e QTIP Trusts

e Disclaimer Trusts
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e Some items may not be affected/able to be changed

. New documents

 Modifying Irrevocable Trusts

* Lack of capacity
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e Education

» Asset protection

» Control over assets

» Family dynamics

» Potential protection against elder financial abuse
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Gifting/Asset Protection Planning

Diversification

Flexibility

Pass-through entities
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NATURAL
RESOURCES

TRANSPORTATION,
PORTS & MARITIME

REAL ESTATE &
CONSTRUCTION

TECHNOLOGY
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