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Total Cost of GST Transfer

GSTT Applicable Rate: 15.00%
Estate or Gift Tax Rate: 40.00%
Target Transfer to Grandchild: $18,596,333
Transfer Type: Testamentary Direct Skip

Amount Given to Grandchild: $18,596,333
GSTT on Transfer: $2,789,450
Estate Tax on Gift: $14,257,189
Total Taxes: $17,046,639
Total Taxes Exceed Value of Gift By: $-1,549,694
To Make a Transfer of $18,596,333, it Takes: $35,642,972

Explanation

You Start With: $35,642,972
Federal Estate Tax at 40.00%: $14,257,189
Left Before GSTT: $21,385,783
The GST on 21,385,783 at 15.00%: $2,789,450

Leaving This Amount for Your Grandchild: $18,596,333

Total Cost of Generation Skipping Transfer

Amount Transferred ($18,596,333) Total Tax ($17,046,639)

This scenario is a hypothetical illustration based on the assumptions you entered via the inputs inside the program. It is to
be used solely as a conceptual guide to understand and quantify your planning needs. It would be wise to consider this
illustration together with all other information you deem necessary in making your investment decisions. This illustration is
not a guarantee of the performance of any specific investment. Actual performance from your investments and assets
may vary. This illustration is not legal or tax advice. You should consult with your attorney and accountant to review this
information and determine its appropriateness for your particular situation. The provider of this illustration provides no
guarantee and assumes no responsibility or liability for the accuracy of the information provided (including whether the
interest rate you have selected is in fact "reasonable") or for your reliance based on this information. 
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Total Cost of GST Transfer
  

The GST has been used primarily as a method to keep property out of the taxable estates of the immediate generation of
a family. The beneficiary would be permitted to have control of the income, use the principal as needed, and control
distribution of the property as long as the beneficiary does not have a general power of appointment. This calculation
determines the actual total dollar amount (or real cost) needed to transfer a "target amount" through to a grandchild when
the generation skipping transfer tax is involved. The GSTT rate is the maximum estate tax rate, which was 55% through
2001, 50% in 2002, 49% in 2003, 48% in 2004, 47% in 2005, 46% in 2006, and 45% for 2007 through 2009, 35% for
2011 and 2012, 40% for years after 2012.

There are four different ways in which the GST can apply:

1. Lifetime Direct Skip - A lifetime gift to a grandchild or other "skip person." There is GST tax on the net amount
passing to the grandchild, as well as gift tax on the net amount and the GST tax itself. When a tax is on the net
amount after tax, it is said to be "tax exclusive."

2. Testamentary Direct Gift - A gift at death to a grandchild or other "skip person." There is GST tax on the net
amount passing to the grandchild, as well as estate tax on the total pre-tax amount needed to produce the net
amount for the grandchild. When a tax is on the gross amount before tax, like the estate tax, it is said to be "tax
inclusive."

3. Lifetime Taxable Termination or Distribution - A lifetime gift to a trust which later terminates (or is distributed) to a
grandchild or other "skip person." There is gift tax on the transfer to the trust, and then the GST tax on the total
amount in the trust (tax inclusive).

4. Testamentary Taxable Termination or Distribution - A gift at death to a trust which later terminates (or is
distributed) to a grandchild or other "skip person." There is estate tax on the gross amount, and then the GST tax
on the total amount in the trust (tax inclusive).
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