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Generation-Skipping Transfer Tax Returns

If you have significant wealth, things like estate, gift, and generation-skipping transfer (GST) taxes need to
be discussed. If you want to make a gift or leave a large inheritance to a grandchild (while your child is still
alive) a more in-depth conversation surrounding the GST tax, the impact it can have on the inheritance
you leave behind, and the additional steps that may occur during the administration process after your
death, will be warranted. Several different returns involve the GST tax. The appropriate form that needs

to be filed with the Internal Revenue Service (IRS) will depend on the situation.

What Is Form 709?
This form would be used when a client decides to make a gift to a skip person during their lifetime. Form
709'is used to report transfers that are subject to federal gift and certain GST taxes. This also includes the
allocation of lifetime GST exemption to property transferred during the transferor’s lifetime. The IRS has

provided instructions for the transferor to complete the form?

What Is Form 706-GS(D-1)?
Form 706-GS(D-1)’is used for trustees of a trust to report distributions from a trust to a beneficiary that
are subject to the GST tax. For additional assistance, the IRS has published instructions for completing

the form?

What Is Form 706-GS(D)?
Form 706-GS(D)’is used for skipped persons to report tax due on distributions made from a trust to
them, that is subject to the GST tax. Like the other forms from the IRS, some instructions walk through

the completion of the form®



What Is Form 706-GS(T)?
Form 706-GS(T)7 helps your trustee and any other entities or responsible parties to calculate GST taxes
and report what is due from certain distributions and terminations subject to the generation-skipping tax.
It includes instructions® for tax computation and separate sections for required information for the

transferor (you) and the trust.

You and your advisors can work together to develop a detailed list of documents and information
required to determine the value of the money and property transferred to your trust or given outright as a

gift or part of an inheritance.

Understanding the complex calculations when applying the GST tax, exemption amount, and any
exceptions is critical. This is where professional tax advice is essential. They can calculate the amount of
the GST tax exemption allocated to wealth transfers by dividing the value of the property involved in the
transfer2The fraction is rounded to the nearest one-thousandth (.001) and looks like this:

GST tax exemption allocated

Value of property transferred
The next step is determining the inclusion ratio by subtracting the fraction from the number one.

Depending on the ratio, the trust is either fully exempt, fully taxable, or partially taxable’

Completing the Form

To fill out the applicable forms, you need to gather a significant amount of information. Here is a list of
information that may be needed:

. The legal name of the trust and its federal tax identification number

. Name and Social Security Number (SSN) or Employer Identification Number (EIN) of the individual

making the GST

. A list of all beneficiaries, including their names and relationships to the transferor

. The generation of each beneficiary in relation to the transferor (skip person or non-skip person)

. Name and address of the trustee(s) responsible for managing the trust

. A detailed list of all assets held within the trust, including values at the time of the GST



. Appraisals of assets to determine their fair market values

. Information dbout any other gifts or transfers made by the transferor during their lifetime that could
be subject to the GST tax

. Indication of how tHe transferor's GST tax exemption will be allocated among the trusts

. Allocations to skip persons, including any direct skips, indirect skips, or taxable terminations
Details about the transferor or any beneficiary who is deceased

. Copies of the trust agreement and any amendments

. Any legal documents relevant to the GST

. Specific dates of GSTs

Filing Deadlines
Generally, these forms must be filed by April 15 of the year following the calendar year when distribution
or termination occurred. Be organized and prepared throughout the year to provide accurate information.

Maintaining clear records will streamline the process of completing the filing on time.

Sailing Through Tax Season
Working with your trusted advisors ensures accuracy and compliance with the GST tax rules. When we
work together, we can provide you and your loved ones with the best possible service and‘help you protect

the legacy you are leaving behind.
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