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More Estate Tax Returns Filed By the Rich

(c) 2009 Dow Jones & Company, Inc.

Dow Jones Newswires

The rich may or may not be getting richer, but there do seem to be more of them - at least according to recent
estate tax returns.

IRS data show a surge in filings by taxpayers with estates of at least $3.5 million during the first part of the
decade. The number of returns for this group grew from 9,440 to 14,281 between 2001 and 2007.

This boomlet occurred as estate tax returns dwindled overall. The total number filed fell to 38,031 from 108,071
in the period, the IRS said in a recent quarterly statistics report. One force clearly at work here: The estate tax
exemption rose steadily under the Economic Growth and Tax Relief Reconciliation Act of 2001, from $675,000
in 2001 to $2 million in 2007.

The IRS data showed some interesting changes in the estates of the rich between 2001 and 2007, particularly in
terms of their holdings in stock and real estate. Equities were king in 2001 and 2002, accounting for 46.6% and
45.7%, respectively, of assets. They made up only 37% and 40.2% in each following year as real estate became
a larger factor.

In 2001, estates of $3.5 million or more that made filings held a combined $13 billion in real estate, including
personal residences and investment holdings. The dollar value of real estate in these estates grew, with 2007
returns reporting a value of $31.4 billion. As a share of portfolio, real estate accounted for 14.3% in 2001,
compared to 21.6% in 2007.
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Because the data only run through 2007, it doesn't reflect the plunge in stocks and in real estate values that
followed.

Charitable bequests fell off a little from 2001 to 2007, although the overall proportion of gross estates left to
charity did not. Philanthropic organizations such as private foundations continued to be a favorite among those
who did leave something to charity.

The IRS data comes as the fate of the estate tax hangs in the balance.

Under current law, the estate tax disappears for a year in 2010 and then is reinstated in 2011. A key House
Democrat on Tuesday said he expects the repeal to happen as scheduled on Jan. 1, even as House and Senate
negotiators tried to strike a deal on a two-month extension of the tax. As reported by Dow Jones Newswires,
Rep. Earl Pomeroy (D., N.D.) said plans to include a temporary estate tax extension in end-of-year defense
spending legislation have been dropped because of Senate opposition.

On Wednesday, Senate Finance Committee Chairman Max Baucus (D., Mont.) said he will try early next year to
pass legislation that will be retroactive to ensure no lapse in the estate tax.

A retroactive estate tax is likely to raise some complications if lawmakers wait too long to enact it. Relatives of
some people who die in a prospective estate tax free zone - after the end of the year but before a new tax is
enacted - would surely not be pleased. Quite certainly, some would challenge the constitutionality of the tax,
according to tax analysts.

Nonetheless, both the lower courts and the Supreme Court historically have defended retroactive taxes. The
high court, in fact, has been upholding retroactive tax increases since as long ago as 1874.

(Arden Dale is a Getting Personal columnist who writes about personal finance; she covers topics including tax
and estate planning, retirement, investment strategies, and financial needs of small businesses. She can be
reached at 212-416-2234 or by email at arden.dale@dowjones.com.)

(TALK BACK: We invite readers to send us comments on this or other financial news topics. Please email us at
TalkbackAmericas@dowjones.com. Readers should include their full names, work or home addresses and
telephone numbers for verification purposes. We reserve the right to edit and publish your comments along with
your name; we reserve the right not to publish reader comments.) [ 12-17-09 0736ET ]
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This newsletter is provided by the above listed firm which is aregistered investment adviser ("RIA"), qualifies for an exemption or
exclusion from registration requirements, or does not fall within the definition of an RIA under the Investment Advisers Act of 1940
(the"Act") or any applicable state laws. Any subsequent, direct communication by the firm with a prospective client shall be
conducted by arepresentative that is registered, qualifies for an exemption or exclusion from registration in the state where the
prospective client resides, or is not defined as an investment adviser representative under the Act or any applicable state laws.

This newsletter contains general information that is not suitable for everyone. The information contained herein should not be
construed as personalized investment advice. There is no guarantee that the views and opinions expressed in this newsletter will
come to pass. Investing in financial markets involves gains and losses and may not be suitable for all investors. Information
presented herein is subject to change without notice and should not be considered as a solicitation to buy or sell any security.
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