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GENERATION SKIPPING 

TAX 
“If you want to successfully pass on your family wealth from one 

generation to the next, you need to be familiar with the 

generation skipping tax and how it will affect your estate 

planning.” 

DEBORAH SEXTON 
FAYETTEVILLE ARKANSAS ESTATE PLANNING ATTORNEY 

http://www.arkansas-estateplanning.com/
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It seems that most families are unable to effectively transfer their 
wealth to the second and third generations, primarily because they lack 
the proper strategy for generational wealth transfer. 

 

Even families with modest wealth can benefit from the proper estate plan, 

and increase their chance of success. 
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HOW IS LEGACY WEALTH PLANNING 

DIFFERENT FROM TRADITIONAL ESTATE 

PLANNING? 

Traditional estate planning focuses on the accumulation, preservation, and 

distribution of your financial assets and worldly possessions only. The goal 

is to protect your material wealth from probate and minimizes your taxes. A 

legacy wealth plan is meant to accomplish three primary goals: (1) to 

manage your total wealth while you’re alive, (2) distribute your estate after 

your death, and (3) pass on your legacy.  Your legacy integrates your family 

core values and community involvement, as well as, your personal effects, 

such as family heirlooms, stories, and accumulated wisdom and life lessons 

of your family. 
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WHAT IS THE GENERATION SKIPPING TAX? 

The generation skipping transfer tax is assessed on property as it is passed 

on to a generation that is two or more levels below the generation actually 

transferring the property.  Put another way, when you transfer your 

property to a grandchild, as opposed to your son or daughter, the transfer is 

subject to the generation skipping tax.  The same is true if you transfer your 

estate to someone who is unrelated to you, and who is younger than you by 

at least 37 ½ years. 

 

 



 
 

Generation Skipping Tax       www.arkansas-estateplanning.com 5

 

GENERATION SKIPPING TAXES SEEM UNFAIR 

Although the purpose of the generation skipping tax was to close the 

obvious loophole in the estate tax, and ensure that taxes will be paid at each 

level, this tax is a great disadvantage to the many individuals who want to 

include their grandchildren in their overall estate plan.  Apparently, the 

government believes a family’s wealth should only be allowed to trickle 

down from one generation to the next.  To the contrary, many grandparents 

choose to contribute to the education of their grandchildren, as well as, 

helping them to get on their feet with their new families. 

ARE THERE ANY EXEMPTIONS THAT MAY 

APPLY? 
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In 2009, the federal government created an exemption from the generation 

skipping transfer tax, for property transfers up to $3.5 million. The tax was 

actually repealed in 2010, then reinstated in 2011.  Since then, the 

exemption has been increased from $5 million to the current exemption of 

$5.34 million, as of 2015. 

 

HOW TO PREPARE FOR THE GENERATION 

SKIPPING TAX? 

The good news is, there are certain estate planning tools intended to 

eliminate estate taxes at each generational level.  A Generation Skipping 

Trust, also known as “dynasty trusts,” is a type of irrevocable trust that will 
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deal with this tax, especially.  A General Skipping Trust holds the assets in 

the trust and distributes the funds, in a pre-defined manner, to each 

generation.  As a result, the entire amount of the trust is protected from 

estate taxes with each passing generation. 

 

GIFTS TO YOUR GRANDCHILDREN 

Another option is to pass your assets to your grandchildren as gifts.  This 

can essentially reduce the size of your estate, as well as the amount of the 

tax that must be paid upon your death. Grandparents can give their 

grandchildren up to $14,000 a year without having to pay taxes on the gift.  

This money can also be placed in a gift trust.  Although you can make an 

outright gift, pay health care or education expenses directly, or put the 

money in a custodial account, putting the money into a trust has some great 

benefits that you should consider and discuss with your estate planning 

attorney. 

Generation skipping trusts are complicated legal documents, however, 

which should be drafted by a competent, experienced Arkansas estate 

planning attorney.  If you have questions regarding generation skipping 

taxes, or any other estate planning needs, please contact the Deborah 

Sexton Law Office online or by calling us at (470) 443-0062. 

 

 

 

http://www.arkansas-estateplanning.com/contact-us/


 
 

Generation Skipping Tax       www.arkansas-estateplanning.com 8

 

About the Author 

Deborah K. Sexton 

As the sole attorney in the Fayetteville law firm of 

Deborah Sexton Law Office, Deb oversees a 

practice devoted to providing clients with the best 

in estate planning. 

 

Deborah Sexton, C.P.A., J.D., L.L.M., combines 

an extensive background in accounting with a 

wide range of legal experience to provide her 

clients with a uniquely practical perspective. An 

attorney since 1983, she now devotes her practice 

primarily to estate planning and elder law. 

 

EXPERIENCE 

After obtaining her undergraduate degree in accounting from Abilene 

Christian University in Abilene, Texas, she worked in Dallas in public 

accounting for several years, and then went to the University of Arkansas 

Law School in Fayetteville. Upon graduating from law school, she went on 

to obtain an L.L.M. degree in Taxation from New York University. 

 

Deborah Sexton Law Office 
www.arkansas-estateplanning.com 
 
2766 Millennium Drive 
Fayetteville, AR 72703 
Phone: (479) 443-0062 
Fax: (479) 443-2001 

http://www.arkansas-estateplanning.com/services/lgbt-community/

