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taxes due upon distribution of the dividends, the size of the taxable estate is 
reduced and the benefit of this reduction is passed to the heirs without 
incurring any gift tax liability.  

For estate and gift tax purposes, the sale of shares to each IDGT is 
considered complete—the value of any appreciation in the shares is not 
included in the taxable estate upon the client's passing.  Also, because the 
“sales” were considered “arms length transactions,” based upon paying 
appraised value, the “sales” did not count as taxable gifts, avoiding use of 
the $1 million lifetime gift allowance.  

Result/Implication  
The end result of each transaction was the freezing of the taxable estate at 
its present value, thereby reducing estate tax, and the transfer of capital 
appreciation free from gift tax.  By choosing this strategy, the owner was 
able to transfer the family business to the children in a tax efficient manner 
and prevent the liquidation of the family business upon the client's death.  

According to Robert Lamm, counsel for Cummins & White, people who 
are looking for high-end estate planning are growing more familiar with 
Intentionally Defective Grantor Trusts and other types of estate freezing 
techniques, such as the transfer of assets to Grantor Retained Annuity Trusts.  
“Our client wanted to keep the business in the family,” Mr. Lamm said.  
“People who have spent a lifetime building their business want their children 
to share in that success.  Without a well thought out and executed estate plan, 
estate taxes would be due, and in many instances, the heirs would need to 
either obtain a loan or liquidate the business in order to pay the tax bill.  
People don’t want to liquidate their businesses just to pay taxes.  This type of 
transfer helps families retain ownership.”  ■
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