NJBIZ SPOTLIGHT

OPPORTUNITIES ARE ILLUMINATED

WHEN CONDITIONS ARE EXACTLY RIGHT

The Aurora Borealis

- The Northern Lights -
occur when highly
charged ions trapped
by the Earth's magnetic
field interact with
molecules, releasing

energy as visible light.

Potential is maximized in an ideal atmosphere.
With our vast resources, global expertise and
deep iocal market knowledge, the professionals
at WeiserMazars light the path through a
dynamically changing business landscape.

Let us provit g professionalism, personal
service and solutions, exactly right

for your busi

Please contact

James Biake

Partner-in-charge. New Jersey Practice
866.492.1747

James.Bluke@ WeiserMazars.com
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Approaching deadline puts
bigger emphasis on giving

BY BETH FITZGERALD

n unprecedented estate and gift
Atax window closes Dec. 31, when

the record $5.12 million exemp-
tion will plummet to $1 million if Con-
gress does nothing. Tax experts are work-
ing with busiress owners who want to
give all or part of their company to their
children before the window closes, and
affluent individuals making generous
gifts before the new year.

Attorney Richard jon Contant, of
Hackensack's Archer & Greiner, said in-
dividuals who can’t quite afford to part
with $5.12 million — $10.24 million for
married couples — can set up trusts that
allow them to receive income from the
trust’s assets and still take advantage of
the record estate and gift tax exemption.
Or they can put their home in a trust,
continue to live there, and get the tax
exemption while removing the future
appreciation in the value of the house
from their estate,

Contant said the impending Dec. 31
deadline is inspiring clients to take action.

“They are thinking, ‘What happens
if 2013 comes and we go back to $1 mil-
lion?’ ” he said.

This flurry of year-end beneficence
could prove needless, should Congress
decide not to slash the exemption to
$1 million — some Beltway watchers
predict a compromise will be struck at
around $3 million. Contant, though, is

AARON HOUSTON
Richard Jon Contant, of Archer & Greiner, tells his clients not to expect lawmakers ‘will do what you believe makes
economic and tax sense,

warning his clients to expect the worst:
“Don’t assume that (Washingtor:) will do
what you believe makes economic and
tax sense.”

Florham Park-based Gregory Khost,
a managing director of U.S. Trust — the
wealth management unit of Bark of
America — said the volume of conver-
sations he’s having with high-net-worth
clients has turned up significantly, and
the firm’s New Jersey-based wealth strat-
egists are explaining options that include
a half-dozen kinds of trusts.

“Tax law changes are never a cer-
tainty, and to plan for something that
you don’t kr:ow is truly going to happen
or not is difficult,” Khost said. It's tough
developing a general strategy for clients:
Somne are determined to minimize their
taxes; others are less tax-averse; others
don't think their children are ready for a
large gift, regardless of the tax advantag-
es. “This goes hand in hand with next-
generation education — there is logic
and emotion, and issues of control, taxes
and family dynamics,” he said.

McCarter & Englisk attorney David
Ludgin said about 100 of his clients are
considering asset transfers prior to the
end of the year.

“The problem is that this type of
planning flies in the face of mary fami-
lies’ efforts to think for the long term,”
he sald.

> See GIFTS on page 21
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AARON HOUSTON
Contant advises his clients to have a plan, but Congress could compromise on a more generous cut to the gift exemption.

GIFTS

> Continued from page 18

Owners of private businesses may
want to take advantage of the tax exemp-
tion, but they don’t want to lose control
of their business. “Many business own-
ers have come to realize that they should
take advantage of this gift-giving op-
portunity, but at the same time, they
are reluctant to give up voting control —
whether it is to their children or other share-
holders,” Ludgin said.

So the planning strategy often in-
volves rearranging the business structure.

“For example, a company issues
non-voting stock, and then the business
owners give away some of the non-vot-
ing stock,” he said. “The real key is to
keep control, and the control is in the
voting stock.”

A valuation of the business usually
must be done prior fo the transfer. Mark
E. Lingerfield is senior vice president of
Princeton-based Masnagement Plarring
Inc., a national valuation firm. Lingerfield
said his firm's activity was up 25 percent in
August compared to last year — and Sep-
tember was up 80 percent.

When valuing a company so the own-
er can give away stock, “we get financial
information, spend time with the client,
learn about the business and crunch the
nurnbers,” Lingerfield said. “And then: we
write an appraisal, a detailed report that

may by 60 or 70 pages in length with 20 or
30 tables, that could ultimately wind up on
the desk of the IRS. A lot of these gift trans-

This goes hand in
hand with next-
generation educa-
tion — there is
logic and emo-
tion, and issues of
control, taxes and
family dynamics.

Gregory Khost
U.S, Trust

actions are subject to review by the IRS.”
Lingerfield said the company’s valu-
ation professionals are working 12-hour
days and weekends to get the reports done.
“If the work flows at this unbelievable rate
through the end of the year, at some point
we may have to reel it in — but at this
point, we are confident we can get these
transactions done by the end of the year,”
he said.
E-mail to: beth@njbiz.com
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AUDIT | TAX | CONSULTING (201) 712-9800

. Hear that? We do.

What you say matters. We believe that listening plus expertise equals understanding. At O'Corinor Davies,
we are dedicated to providing a deeper understanding of client needs within our complete range
of accounting, auditing, management and tax advisory services. Here, partners and professionals
utilize a hands-on approach to listening and leading efforts both domestically and internationally,
thanks to our membership in the PKF International network. This approach results in a high level of

client satisfaction and continues to fuel our growth.

For more information, please contact:
Brian Flynn, Edward O'Connor, Christopher Casini or Joseph Russell
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