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INCOME TAX RATES

INCOME TAX RATES
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ESTATE TAX RATES
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ESTATE TAX RATES

1016 10%

1017 25%

1924 0%

1934 60%
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1983 60%

1984 55%

2002 50%
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| SURPLUS (DEFICIT) AS PERCENT OF GDP: 1930-2010 |

5.0%
0.0% -
-3.0% -

—

WTAS  ©corvme zumswres Lic AL TS ReseRveD.

ALL TAX RECEIPTS AS PERCENT OF GDP: 1934-2010
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PRIME INTEREST RATE: JANUARY, 1949 — MARCH, 2011

FEDERAL DEBT AS PERCENT OF GDP: 1940-2010
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INCOME TAX RECEIPTS AS PERCENT OF GDP: 1034-2010
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ALL TAX RECEIPTS AS PERCENT OF GPD: 1934-2010
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10 YR TREASURY RATE (NOMINAL): APRIL, 1954 - MARCH, 2011

| HISTORICAL AFRS: JANUARY, 1095 - MAY, 2011
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RELEVANT ECONOMIC CONSIDERATIONS

* FUTURE DIRECTION OF INTEREST RATES
« US BUDGET DEFICIT
* S&P EARNINGS HAVE DOUBLED IN 10 YEARS BUT PUBLIC EQUITY MARKET IS FLAT
« INVERSE CORRELATION OF MARKET CAP RATES AND INTEREST RATES
* TAXPOLICY CONSIDERATIONS
* RATE INCREASES
* LIMITATION ON DEDUCTIONS
+ “POTENTIAL” CHANGE IN GIFT/ESTATE TAX EXEMPTIONS
*  VALUATION ADJUSTMENTS
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STRATEGIES
* REAL ESTATE STRIP
« CLT
* GRAT CONSIDERATIONS
*  SPLIT INTEREST PURCHASE
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REAL ESTATE ARBITRAGE

+ FUNDAMENTAL INEFFICIENCY BETWEEN AFR AND CAP RATES.

+ CREATE YOUNGER GENERATION TRSUT FOR VEHICLE TO ACQUIRE/OWN INVESTMENT
REAL ESTATE OR VACATION HOME ON LONG TERM LEASE.

*  RENTAL PAYMENTS AND INTEREST PAYMENTS PROVIDE “MIRROR” STRUCTURE TO
AVOID SECTION 2036 ISSUES.

+  PURCHASE IS SELF-FUNDED OVER 8-12 YEAR PERIOD.

+ AVOID GAIN THROUGH USE OF DGT OR SECTION 267 APPLICATION,

* LEASE TO RELATED PARTY IS SUBJECT TO LOSS LIMITATIONS,

IMPLEMENTATION STEPS AND BENEFITS

—
WTAS  ©copvricnr 2008 wrss LLc ALt RiGHTS ReSERVED. 17

ol —

Lo Paymerts
Sale of nterest

Sellr-Firancing

roperty LLC|

Cash Distributions

IMPLEMENTATION STEPS:

1 PROPERTY LLC IS FORMED,

2. OWNER ENTERS INTO 10-YEAR LEASE WITH
PROPERTY LLC.

3. OWNER SELLS INTEREST IN PROPERTY LLC TO
TRUST AND PROVIDES 100% SELLER FINANCING,

4. FINANCING PROVIDED AT MID-TERM APPLICABLE
FEDERAL RATE OF 2.44% (MARCH, 2011).

5. PROPERTY LLC DISTRIBUTES CASH FLOW TO TRUST.

6. TRUST USES CASH FROM DISTRIBUTIONS TO MAKE
NOTE PAYMENTS TO OWNER,

BENEFITS,
A OWNER CONTINUES TO HAVE RIGHT TO USE PROPERTY.
B, TRUST ACQUIRES INTEREST IN PROPERTY LLC:
i, CASH FLOW VALUE APPROACH BASED UPON LAND
LEASE,
i, NON.CONTROLLING INTEREST IN PROPERTY LLC;
iii. NON-MARKETABLE INTEREST IN PROPERTY LLC;
C. OWNER RECEIVES CASH FLOW VIA PAYMENTS ON NOTE.
D.  TRUST OBTAINS CARRYOVER BASIS IN PROPERTY.
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REAL ESTATE TRANSFER ECONOMIC ANALYSIS

RECENT CASES

FACTORS:
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CLT ISSUES

* AVOID SECTION 2036 AND SECTION 2038 ISSUES
* NO CHARITABLE CONTRIBUTION LIMITATION

« ESCALATING PAYOUTS

* INVESTMENT/INCOME TAX COORDINATION

* GSTPLANNING

—
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GRAT ISSUES

SPLIT INTEREST PURCHASES

« DURATION OF TRUSTS

* LADDERED APPROACH

* INVESTMENT LAYERING

* RIGHT OF SUBSTITUTION

* HEDGING STRATEGIES

* USE OF ENTITY STRUCTURES (FLPS) AND IMPLICATIONS

+  MID TERM AFR RATE APPLIED FOR VALUING INTERESTS

+ SECTION 2702 APPLIES WITH ATTRIBUTION BASED UPON SECTION 267

+  LIFE TENANT RETAINS ALL INCOME FROM THE PROPERTY

+  LIFE TENANT IS ENTITLED TO AN AMORTIZATION DEDUCTION FOR ENTIRE
ACQUISITION COST (SECTION 167(a)(2); REG. 1.1084-5(c), REV. RUL. 62-132)
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Disclaimer

Email: markvorsatz@wtas.com
Office: 415.764.2784
Fax: 415724.2780

Education:
“Stanford University, AB (Economics)
“University of Calforia, Hastings
College of the Law, JD

Afflations:
~American Instute of CPAS
~Calforia Society of CPAS

“Calforia State Bar Association
+San Francisco Estate Planning Council
+San Francisco Tax Club

The opinions and analyses expressed herein do not necessarily reflect those of WTAS LLC
(“WTAS") or any affiliate thereof. Any suggestions contained herein are general, and do not take
into account an individual’s or entity's specific ci or i ing law, which
may vary from jurisdiction to jurisdiction and be subject to change.

No warranty or representation, express or implied, is made by WTAS, nor does WTAS accept any
liability with respect to the information and data set forth herein. Distribution hereof does not
constitute legal, tax, accounting or other professional advice. Recipients should consult their
professional advisors prior to acting on the information set forth herein.

© COPYRIGHT 2008 WTAS LLC ALL RIGHTS RESERVED.

No part of this presentation may be reproduced, stored in a retrieval system, or transmitted, on any
form or by any means, i pt ing, recording, or oth , without the
prior written permission of WTAS LLC.
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