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Dear Chairmen and Ranking Members:

The American Institute of Certified Public Accountants (AICPA), the national, professional association of CPAs, with more than 360,000 members, including CPAs throughout the country, urges prompt action on the estate tax issue to provide needed certainty to taxpayers. 

The expiration of the estate and generation skipping transfer (GST) taxes at the end of 2009 and the imposition of the carryover basis rules are causing tremendous uncertainty for taxpayers and their advisers. The planning and administration of estates, and the administration of the income tax are all significantly affected by the undecided future of these transfer taxes.  The possibility of re-enactment for 2010, the future of the tax systems for 2011 and beyond, and the practical problems of identifying costs that must be considered as part of tax basis for assets distributed from estates created after December 31, 2009 are the most pressing concerns in this area.  
In addition, if no Congressional action is taken, taxpayers and their advisers are, and will be, experiencing many other complications and problems, including the issues below:
· The administration of estates of decedents passing away in 2010 are being delayed and complicated.
· Partial distributions of assets are being delayed, pending the need to cover retroactive taxes.
· The impact of allocating assets to surviving spouses and family members vary depending on whether carryover basis applies.
· The necessity and timing of the sale of assets creates confusion due to uncertainty of cash needs and unknown asset basis.  
· The uncertainty of the tax law impedes proper estate planning for taxpayers.
· Gifting opportunities to younger family members are being impeded.
· Most existing wills and trusts divide assets between surviving spouses and other family members using language linked to tax law concepts and formulas, which are irrelevant in 2010.
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The revision of estate planning documents multiple times burdens taxpayers.  
· If no Congressional action is taken, on Jan. 1, 2011, the 2001 legislation will sunset (i.e., no longer exist), which will create turmoil for gifts to multigenerational trusts that between 2001 and 2009 elected to allocate GST exemption amounts. 
We are also providing you our priority list of suggested reforms of the current estate and gift tax system.
  In developing these suggestions, we focused on the complexity of the current system, taxpayer planning and compliance burdens, ease of administration and revenue constraints.  Our suggestions, in priority order, follow:

1. Make permanent the technical modifications to the generation-skipping transfer tax (GSTT) rules enacted in the Economic Growth and Tax Relief Reconciliation Act of 2001 (EGTRRA) , which provide relief from several GSTT “traps” that existed under previous law.  As with other provisions of EGTRRA, these changes will sunset on December 31, 2010, unless action is taken to make them permanent. 

2. Maintain from the 2009 law an applicable exclusion (exemption) amount that would eliminate planning, filing and estate tax payment burdens for all but the largest estates, while maintaining much of the revenue.  We also suggest indexing the exemption for inflation. 

3. Retain from the 2009 law the full adjustment of basis (i.e., step-up or step-down) to fair market value for inherited assets and avoid the complexities of carryover basis.

4. Create a uniform exemption amount for estate, gift, and generation-skipping transfer tax purposes.  We emphasize the need for all three exemptions to be uniform in order to simplify planning for individuals.

5. Reinstate the full state estate or death tax credit, or provide another mechanism (such as a surtax) that would allow states to uniformly “piggyback” on the federal estate tax.  To avoid diminishing tax revenues, many states have decoupled from the federal estate tax and enacted their own estate tax regimes, resulting in unnecessary complexity and uncertainty in both planning and administration.

6. Provide broad-based liquidity relief, rather than targeted relief provisions.  Broad provisions that would apply to all illiquid estates would be both simpler and fairer to all taxpayers.  At a minimum, the section 6166 installment payment rules and its holding company provision should be modernized to allow eligibility to all types of business forms, including pass-through entities (i.e., partnerships, LLCs, etc.) as well as currently allowed corporations.

7. We note that there have been some proposals in the past that have included a rate structure with a very limited number of tax brackets and a large gap between brackets.  For example, such a system might provide for only two brackets, say 15 percent and 30 percent, with estates over a certain size paying the higher bracket (30 percent in this example), and estates below that number paying the lower bracket (e.g., 15 percent).  In such a proposal, there may be significant uncertainty in the planning process for married couples with significant estates.  For example, taxpayers may have to consider if estate tax should be paid at the death of the first spouse at a 15 percent rate compared to an alternative of paying the tax in the future but at a higher rate.  In addition, this type of “cliff” taxation leaves too much room for disparity among similarly situated taxpayers, where one receives estate planning advice and pays significantly less tax when compared to the individual who does not receive such advice. 
8. Provide portability of the estate, gift and GSTT exemptions to a surviving spouse to simplify estate planning and estate administration for married couples.

We urge you to act quickly to address transfer taxes, and we hope you will consider our suggestions.  We look forward to working with you to achieve simplicity, effectiveness, and efficiency as Congress considers legislation regarding the estate and gift tax system. 
If you have any questions or if we can be of further assistance, please contact F. Gordon Spoor, Chair, AICPA Trust, Estate, and Gift Tax Technical Resource Panel, at fgs@spoorcpa.com or (727) 343-7166; Roby Sawyers, Chair, AICPA Transfer Tax Reform Task Force, at roby_sawyers@ncsu.edu, or (919) 515-4443; or Eileen Sherr, AICPA Senior Technical Manager, at esherr@aicpa.org, or (202) 434-9256.
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Sincerely,
Alan R. Einhorn
Chair, Tax Executive Committee
� Many of our suggested reforms were previously submitted to Congress on January 21, 2009, March 11, 2008, June 22, 2006, and July 28, 2005, and included in testimony before the Senate Finance Committee on April 3, 2008. Many of these suggestions were published in 2001 as part of the AICPA’s Study on Reform of the Estate and Gift Tax System, which we provided to you in 2005, and is available electronically at: � HYPERLINK "http://tax.aicpa.org/NR/rdonlyres/7C558E55-3E42-42D0-BD2C-9612E9E313E3/0/study0227FINAL.doc" ��http://tax.aicpa.org/NR/rdonlyres/7C558E55-3E42-42D0-BD2C-9612E9E313E3/0/study0227FINAL.doc� and our AICPA testimony and letters at � HYPERLINK "http://tax.aicpa.org/Resources/Trust+Estate+and+Gift/Legislation/" ��http://tax.aicpa.org/Resources/Trust+Estate+and+Gift/Legislation/�. 








