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“What happens if noth-
ing happens?” The cur-
rent law in place is the
Economic Growth and
Tax Relief Reconcilia-

tion Act (known as
“EGTRRA”), which was
signed into law in

2001. Under this legis-
lation, the federal es-
tate tax exemption
amount would increase
on a schedule until the
end of 2009, there
would be no estate tax
in 2010 and then the
exemption amount
would return to $1.0
million at the beginning
of 2011.

At the time the legisla-
tion was passed, likely
no one ever thought we
would reach the end of
2009 without changed
legislation or even a

permanent repeal of
the estate tax. How-
ever, as you know,

health care debate has
occupied Congress for
the vast majority of this
year. Moreover, cur-
rent economic condi-

tions and the expense of
any sweeping health
care reform have
brought an end to any
serious discussions of a
permanent estate tax

repeal.

With all of that said,
what happens if nothing
happens? If absolutely
nothing happens by the
end of this year, begin-
ning January 1, 2010,
there will be no federal
estate tax. In Tennes-
see, we will still have the
$1.0 million exemption,
and any estates larger
than that will face state
inheritance tax liability
at rates ranging from
5.5% to 9.5%. But for
those people out there
with larger estates, the
elimination of the fed-
eral estate tax could re-
sult in potentially huge
estate tax savings, as
the federal rates are

close to 45%.

However, the consensus
among those with ties in
Washington and those in
the estate planning com-
munity is that Congress
will likely implement a
“patch” or “freeze” for
2010 at the end of this
year and then address
the estate tax issue
more comprehensively

next year. This would
likely mean that the
estate tax rules and
exemption amounts
would remain the same
for 2010 as they are

this year. A patch
would keep the current
$3.5 million federal

exemption amount in
place for 2010. The
patch would also likely
not address any of the
issues ancillary to es-
tate tax reform, which
include portability of
the exemption amount
between spouses, unifi-
cation of the gijft and
estate tax systems and
indexing exemption
amounts and tax rates
for inflation.

As far as what happens
in 2010 with perma-
nent estate tax reform,
no one knows at this
point. Our summer
2008 newsletter con-
tained a discussion of
the plans proposed by
the then presidential
candidates regarding
estate tax reform.
Given the federal gov-
ernment’s need to
raise revenues, espe-
cially against the back-
drop of the potential
costs of health care
reform, President
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Obama’s proposed es-
tate tax plan may no
longer be realistic or
probable. In the mean-
time, we will continue to
watch and wait.

With all of these vari-
ables in place, we are
working extremely hard
to stay abreast of any
and all changes in the

law and work with those
of you who may face
very significant differ-
ences in terms of tax
liability depending on
what happens with the
estate tax on a more

permanent basis.

Therefore, it is very im-
portant during this time
that you review your cur-

rent plan and make any
changes necessary to
keep up with changes in
the law.

If you have questions or

would like to discuss
these issues and their
impact on your estate
plan in more detalil,
please contact our
office.

ROTH IRA CONVERSION—IS IT RIGHT FOR YOU?

Individual retirement
accounts (IRAs) have
historically been a tax-
favored vehicle for re-
tirement savings. In
1997, Congress ex-
panded their tax-favored
status by creating the

Roth IRA.

If certain conditions are
met, individuals can
withdraw money from a
Roth IRA without incur-
ring the penalties and
income tax conse-
quences associated with
retirement account with-
drawals. Roth IRAs are
also not subject to the
required minimum distri-
bution (RMD) rules ap-
plicable to other retire-

ment accounts.

In order to take advan-
tage of the Roth IRA or a
conversion from a tradi-
tional IRA to a Roth IRA,
traditionally individuals
whose modified ad-
justed gross income ex-
ceeded $100,000 were
not eligible to contribute
to a Roth IRA or to con-
vert from a traditional

IRA to a Roth IRA.

Beginning in 2010 and
for tax years thereafter,
the income limitations
have been dropped so
anyone can convert from
a traditional IRA to a
Roth IRA regardless of
income. Additionally,
individuals who convert
in 2010 can spread out

the income generated
from the conversion
over two tax years,

which means half of the
income could be re-
ported in 2011 and the
remaining half of the
income in 2012, rather
than incurring the entire
income amount and pay-
ing the corresponding
income tax in 2010.

The combination of the
opportunity for all indi-
viduals to convert re-
gardless of income and
the ability to spread out
the income tax over two
tax years may be a great
opportunity for many.
However, it is important
to discuss conversion
with your tax advisor
and financial advisor to
see if this is an option
that can provide benefit
to your tax and eco-

nomic circumstances.
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Disclaimer

We are obligated by ethical rules to state that this Newsletter is an advertisement. Certifications of Specializa-

tion are available to Tennessee lawyers in many areas of practice, including the areas of Civil Trial, Criminal Trial, Business
Bankruptcy, Consumer Bankruptcy, Creditor's Rights, Medical Malpractice, Legal Malpractice, Accounting Malpractice, Elder
Law, Estate Planning and Family Law. Listing of related or included practice areas in this Newsletter does not constitute or
imply a representation of certification of specialization.

Pursuant to recently-enacted U.S. Treasury Department Regulations, we are now required to advise you that, unless other-
wise expressly indicated, any federal tax advice contained in this communication, including attachments and enclosures, is
not intended or written to be used, and may not be used, for the purpose of (i) avoiding tax-related penalties under the Internal
Revenue Code or (ii) promoting, marketing or recommending to another party any tax-related matters addressed herein.
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