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With over a century of combined experience the lawyers in Proskauer’s Personal
Planning Department regularly provide their diverse clientele, from business
entrepreneurs and corporate executives to sports figures and performing artists, with their
Personal Planning Strategies Newsletter, a critical source of information which identifies
significant issues of interest to Proskauer’s clients. The Personal Planning Strategies
Newsletter provides articles addressing the latest statutory changes and developments
affecting retirement, estate, insurance and tax planning as well as cutting-edge corporate,
real estate and tax concepts.

New York Significantly Changes its Estate Tax — No Decrease in
Estate Tax for the Wealthy

The New York State legislature has passed, and New York Governor Andrew M. Cuomo
has signed, the Executive Budget for 2014-2015, which significantly alters New York’s
estate tax. The changes to the New York estate tax were made for the ostensible
purpose of preventing the exodus of wealthy individuals from New York to more tax-
favored jurisdictions, but the law will likely not have the desired effect. Although the law
increases the amount that may pass at death free of New York estate tax (the “New York
basic exclusion amount”), it also entirely eliminates the use of the New York basic
exclusion amount by wealthy individuals. This will ultimately result in heavy New York
estate tax being levied on estates valued at more than the amount that may pass free of
federal estate tax (currently $5.34 million per person, as indexed for inflation) (the
“federal exemption amount”). However, there are estate tax savings for estates below the
federal exemption amount.

The new law increases the New York basic exclusion amount, which was previously

$1 million per person. As shown on the next page, this increase will be made gradually
through January 1, 2019, after which the New York basic exclusion amount will be equal
to the federal exemption amount.



Time Period New York Basic Exclusion Amount From

Estate Tax

April 1, 2014 to
April 1, 2015 $ 2,062,500
April 1, 2015 to
April 1, 2016 $ 3,125,000
April 1, 2016 to
April 1, 2017 $ 4,187,500
April 1, 2017 to
January 1, 2019 $ 5,250,000
Same as federal exemption amount
After January 1, 2019 (currently $5,340,000 but increases each
year for inflation)

Perhaps the most significant change in the law, however, is that no New York basic
exclusion amount will be available for estates valued at more than 105% of the New York
basic exclusion amount. In other words, New York estate tax will be imposed on the
entire estate. However, due to adjustments to the bracket structure in the new law, those
estates that are valued at more than 105% of the New York basic exclusion amount will
pay the same tax as they would have under the prior law.

For example, assume a person dies on May 1, 2014 with an estate valued at $2.17
million. The New York basic exclusion amount will be $2,062,500. Because the value of
the estate exceeds 105% of the then available New York basic exclusion amount
($2,062,500 x 105% = $2,165,625), the estate will be subject to New York estate tax on
the entire $2.17 million. The New York State estate tax bill will be $112,400, which is the
same as the amount that would have been due under the old law. In contrast, if an
individual had died with an estate valued at $2 million, her estate would owe no New York
estate tax under the new law because the New York basic exclusion amount will be
applied to her estate. Under the old law, however, the decedent’s estate would still have
owed $99,600 in New York estate tax.

Another significant change in the law involves certain gifts made during a decedent’s
lifetime. New York has no gift tax. Under prior law, lifetime gifts were not subject to gift
tax or included in the New York gross estate. Under the new law, gifts made within three
years of a decedent’s death will be added back, increasing the New York gross estate,
and thus potentially being subject to New York estate tax at a maximum rate of 16%.
However, the add back does not include gifts made before April 1, 2014, on or after
January 1, 2019 or gifts made during a time when the decedent was not a resident of
New York State.

If you wish to discuss any aspect of the new law as it relates to your estate planning,
please contact one of the attorneys in the Personal Planning Department at Proskauer
Rose LLP.
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The Personal Planning Department at Proskauer is one of the largest private wealth management teams in the country
and works with high net-worth individuals and families to design customized estate and wealth transfer plans, and with
individuals and institutions to assist in the administration of trusts and estates.

If you have any questions regarding the matters discussed in this newsletter, please contact any of the lawyers
listed below:

BOCA RATON

Albert W. Gortz
561.995.4700 — agortz@proskauer.com

George D. Karibjanian
561.995.4780 — gkaribjanian@proskauer.com

David Pratt
561.995.4777 — dpratt@proskauer.com

LOS ANGELES

Mitchell M. Gaswirth
310.284.5693 — mgaswirth@proskauer.com

Andrew M. Katzenstein
310.284.4553 — akatzenstein@proskauer.com

NEW YORK

Henry J. Leibowitz
212.969.3602 — hleibowitz@proskauer.com

Lisa M. Stern
212.969.3968 — Istern@proskauer.com

Philip M. Susswein
212.969.3625 — psusswein@proskauer.com

Ivan Taback
212.969.3662 — itaback@proskauer.com

Jay D. Waxenberg
212.969.3606 — jwaxenberg@proskauer.com

This publication is a service to our clients and friends. It is designed only to give general information on the
developments actually covered. It is not intended to be a comprehensive summary of recent developments in the law,
treat exhaustively the subjects covered, provide legal advice, or render a legal opinion.
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