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Greetings
Northwest Bank's Investment Management Group would like to help you stay informed on the
issues shaping your clients' financial and estate planning needs.

We hope you find this newsletter and future editions helpful. Each newsletter will provide
brief estate and financial related topics that catch our attention.

If we can be of any assistance please contact one of our estate and financial planning
professionals. We look forward to working with you.

The President’s Estate Tax Agenda
The President's 2011 budget proposal called for making the 2009 federal estate tax regime
permanent; that is, a $3.5 million exemption from the estate tax, imposed at a 45% tax rate. Other
requested changes of interest to estate planners:
» Require consistent valuation of assets for income tax and transfer tax purposes. New
reported requirements on the basis of transferred property would be added to the law.

» Modify rules on valuation discounts. Certain restrictions on property would be ignored in
valuing an interest in a family-controlled entity transferred to a family member. New safe
harbors would be created. Interestingly, this change is proposed to be retroactive to
restrictions ~ created  after ~ October 8, 1990, nearly 20 vyears ago!

» Require a minimum term for grantor retained annuity trusts (GRATs). "Zeroed-out" GRATS
would be targeted with a requirement that GRATs last for at least ten vyears.

» Sales of life insurance contracts. As life settlements of existing life insurance contracts have
grown, there is rising concern about tax compliance. New reporting requirements would
be created for policies with death benefits of $500,000 and up.



Reaction from Both Sides of the Isle

Senator Max Baucus (D-Mont.), Chairman of the Senate Finance Committee, endorsed the
President's budget proposal and the certainty that it would provide "to family businesses, ranches
and farms" in the estate tax area. Ranking minority member of the Committee, Senator Charles
Grassley (R-lowa), objected to raising the estate tax for 2009 retroactively.

The American Family Business Institute registered its opposition to the budget proposal with a
statement from its President, Dick Patten. "If the White House is serious about adding jobs to the
economy, then increasing the estate tax is the last thing Washington should do," he said. Patten
challenged the notion that estate taxes would generate an additional $23.7 billion over ten years
by reporting that "... our research shows the federal government could raise nearly the same
amount of money each year-$23.3 billion to be exact-simply by repealing the death tax." The
added revenue would come from additional investment in family businesses, creating new jobs
and increasing suppliers' sales.

The Public Waits

There's been no early jump in estate planning, according to a January survey done by the
American Institute of Certified Public Accountants. The report, released in early February,
suggested that 82.3% of clients are taking a wait-and-see attitude toward their estate plans,
perhaps because they expect Congress to make retroactive changes. However, three-quarters of
the survey respondents reported that their clients had an average net worth of between $500,000
and $5 million, not the prime estate planning demographic. A majority also said that they are
recommending that clients pay the income tax on 2010 conversions to Roth IRAs in the 2010 tax
year rather than spread the payments over 2011 and 2012. Doing so may avoid higher future tax
rates.

Congress is Looking Ahead

The Congressional Research Service issued a statement that outlined questions Congress must face
in preparing for the future of federal estate taxes. If the repeal is made permanent, for example, the
CRS asks if the gift tax should be retained? What about carryover basis? Is it administratively
feasible?

If the estate tax is restored, these questions are important:

» Should the exclusion amount be indexed for inflation?

» Should any exclusion amount unused by the first spouse to die be made available to the
surviving spouse?

» Should there be special treatment for family-owned farms or small businesses?



» Should there be a credit or deduction for state death taxes?

A majority of states already have eliminated their death taxes, making the question somewhat less
urgent.

Your clients' money is important to you. At Northwest Bank & Trust Company, it's important to us
too. We feel it's our job not only to help our clients find ways to save money and build their net
worth, but we also take pride in protecting their assets so that they can have a better tomorrow.

Providing Direction. Producing Results. At Northwest Bank, that's not just a catchy tagline, it's
how we've done business since 1941. Thank you for being a part of that history.

Sincerely,

Cody Allen
Northwest Bank & Trust Company

563.388.2622 or CAllen@NorthwestBank.com



