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Signiﬁcant Changes to Connecticut Estate,
Gift and Succession Taxes Enacted

Connecticut Public Act 05-251, signed by Governor Rell on June 30, 2005, makes
substantial changes to Connecticut's estate, gift and succession taxes. The changes
are generally effective retroactive to January 1, 2005.

* Individuals will now have a $2 million exemption from the Connecticut estate
tax. The federal estate tax exemption is currently $1.5 million, but it is scheduled
to increase to $2 million as of January 1, 2006. The Connecticut estate tax rates on
taxable estates range from 5.085% to 16% (on amounts over $10 million). Trans-
fers to spouses which qualify for the marital deduction continue to be exempt from
the Connecticut estate tax.

* The Connecticut gift tax will now be integrated with the Connecticut estate tax.
This means that up to $2 million of cumulative lifetime taxable gifts will not trig-
ger a current tax liability. The new law applies only to gifts made after January 1,
2005. Use of the $2 million exemption on lifetime gifts will reduce, dollar-for-
dollar, the amount of the exemption available for estate transfers. Donors should
also beware that the federal lifetime gift tax exemption is currently only $1 million.
Nonetheless, donors who decided against making substantial lifetime gifts because
under prior law a Connecticut gift tax would have been due may want to reconsider
those decisions in light of the new law.

* The Connecticut succession tax is entirely repealed effective January 1, 2005.
This is especially welcome news for those who wish to leave assets to collateral
relatives, domestic partners and friends. In prior years the succession tax had been
phased out for transfers to descendants and ancestors. Transfers to a spouse have
long been exempt from the succession tax.

Although the changes to the Connecticut estate, gift and succession taxes mean that
many estates will no longer be subject to a state death tax, the changes also highlight
the need for continued careful planning in this area. For example, the new estate

tax rate table results in a cliff in the rates: a Connecticut taxable estate valued at

$2 million or less would generate a tax bill of $0, but a Connecticut taxable estate of
$2,000,001 - just one dollar over the $2 million threshold - would generate a tax bill
of $101,600.

Depending on your circumstances, the sweeping changes to the Connecticut estate, gift and
succession taxes may create opportunities for significant tax savings through creative
estate planning. Attorneys in our Trusts & Estates Department would be happy to
meet with you and review your current estate plan in light of these important changes
in Connecticut law. Our names and telephone numbers are in the column to the left.

Nothing in this Advisory constitutes legal advice, which can only be obtained as a result of
personal consultation with an attorney. The information published here is believed to be accurate
at the time of publication, but is subject to change and does not purport to be a complete

statement of all relevant issues.

© 2005 Wiggin and Dana LLp



