
TH E EVO LUT I ON OF F I NANC I A L I N T E L L I G ENC E

®

04

W
O
RTH MAGAZIN

E

E
S
T

A B L I S H E D
1 9

9
2

MAKE
Nobel Prize-winning
economist Joseph Stiglitz
on Obama, the economy
and how to reform our
financial system

GROW
Investment scenarios
for 2010: six profit
strategies for risky
situations. Plus:
the profit in water

LIVE
Out-of-this-world
hotels, the 10 best
private clubs and
how to keep your kids
safe on the Internet
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What is a GRAT, and how would
it affect my estate plan?
By Mark S. Germain
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Did you know a GRAT can help you
maintain control over your property
while simultaneously transferring
its ownership to your heirs and 
removing it from your taxable estate?
In the right situation, GRATs are an
unbeatable tool.

A GRAT is a grantor retained annu-
ity trust. Let us simplify the definition.
A trust is simply a vehicle, an entity, to
own assets, and in this case it pays out
an annuity. An annuity is a predeter-
mined regular cash payment for a
specific period of years. In a GRAT,
the grantor, or donor, may control the
assets put into the trust and receives
the annuity payments. GRATs have a
definitive timeline and most are struc-
tured for a three- to 10-year period.

A GRAT is an excellent tool right
now because interest rates are so
low. When a GRAT is established, the
assets transferred to it are appraised,
(if their fair market value is not readily
ascertainable), and it is assumed that
their value will increase by at least as
much as the Section 7520 interest rate
set by the IRS for that particular month.
If the value of the assets inside a GRAT
does not increase at a rate equal to or
greater than the Section 7520 rate by

the end of the GRAT, the assets revert
back to the grantor’s taxable estate.
However, if the assets’ value increases
beyond the Section 7520 interest rate,
the beneficiaries of the trust reap the
rewards of the excess investment
growth tax free. An additional benefit
to the beneficiaries will occur if the
assets in the GRAT appreciate, as no
gift or estate tax will be payable with
respect to such appreciation.  

Recently, I suggested to a client
that a GRAT would be an excellent
vehicle to transfer his interest of a
real estate partnership to his children.
Three conditions make the GRAT 
particularly appealing: the current low
interest rates; the depressed real estate
market (and therefore low appraisal
value of assets going into the GRAT);
and the ability to discount when gifting.
The real estate partnership produces
income the client needs, so the trust
will pay out the income as its annuity.
The client pays the tax on the income
just as if he continued to own the assets.
However, assuming the trust goes to its
full term, the appreciation of the prop-
erty escapes estate tax.

Many investors—even those who real-
ize the importance of estate planning—

do not feel comfortable with planning
strategies that they view as too com-
plex or sophisticated. But strategies
like GRATs should not be reserved for
the ultra wealthy; investors should
have their advisor evaluate estate
planning options including, but not
limited to:

• Grantor retained annuity trusts 
• Family trusts
• Irrevocable life insurance trusts 
• Qualified personal residence 

trusts
• Installment sale to an intentionally

defective grantor trusts 
• Qualified terminal interest 

property trusts 
• Dynasty trusts  
• Limited liability companies 
Estate planning is often the most

neglected element of wealth man-
agement. Investors focus on growth, 
education funding and retirement
planning, but frequently minimize the
importance of estate planning. Estate
planning should not be left until your
later years. The old adage, “Failing 
to plan is planning to fail,” definitely
applies here. A grantor must survive
the trust term for the GRAT to attain
the estate tax savings. 

Securities offered through Purshe Kaplan Sterling Investments, member FINRA/SIPC, headquartered at 18 Corporate Woods Boulevard, Albany, NY 12211.
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I NEVER LEAVE HOME WITHOUT…

My camera, my cell phone with client
contacts and a plan

MY HOBBIES ARE…

Photography, golf, kayaking, 
softball and helping others

– Mark S. Germain

WHAT’S ON MY DESK…

My computer, photos of my kids
and grandkids, notes from my
clients, and the usual—pens, 
paperclips, notepads and Post-its
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Mark S. Germain is the founder of Beacon Wealth Management. A relentless tactician, for more than 25 years
Mr. Germain has managed his clients' financial lives with passion and precision. In addition to his work building
wealth management strategies for executives, Mr. Germain educates professionals on all facets of asset
protection, investment growth, reducing taxes and financial planning. After completing his BS in economics
and accounting, Mr. Germain earned his MBA in finance and taught accounting at Northeastern University.
He is currently an adjunct professor at Fairleigh Dickinson University where he teaches CFP candidates the
financial planning process.
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How to reach Mark S. Germain
Call my office to set up a phone consultation. In an 
initial call, we can make sure our values align and that
you're open to the high level of customer service we
deliver. Then we can determine next steps. You can
reach me at 201.447.9500.



Mark S. Germain, CFP®
Founder and CEO

Beacon Wealth Management
65 Harristown Road
Glen Rock, NJ 07452

Tel. 201.447.9500

Email: mark@bwmllc.com
www.beaconwealthmanagement.com
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About the Worth Leading Wealth Advisors
The Worth Leading Wealth Advisor admittance process is based on, but not limited to, the Advisor’s experience, education, fiduciary status, compliance record, wealth management services,
methods of compensation and scope of current business. In order to be considered for the Worth Leading Wealth Advisors Program, financial professionals must be willing to provide complete
and full disclosure to investors so that independent analysts from Paladin Registry can thoroughly screen and evaluate their credentials, ethics and business practices. Once admitted,
Advisors pay a fee to be included. Investors and potential investors are solely responsible for the decision to select particular Advisors.

www.worth.com



