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Say hello to BABs. BABs—officially Build America
Bonds—are an alternative to traditional government-issued
tax-exempt bonds. Part of the American Recovery and
Reinvestment Act of 2009, BABs are designed to generate
financing for public projects and attract investors looking

Jor ways to diversify.

While interest on BABs is taxable, tax credits To date, several matters concerning

could make the investment very attractive. BABs remain unaddressed. Among
them: whether states will treat interest on
The most popular type of BAB (called direct-pay) BABs as tax-exempt; optimum financial
provides the government issuer with payments structure for the bonds—including call
from the Federal Treasury equal to 35% of the provisions and maturities; and the
interest on the BAB. Because credit is paid to nature and extent of required legal
the issuer and the BAB is a taxable opinions regarding the bonds.

obligation, purchasers of this type of Preliminary guidance has been
provided by the IRS, and

additional guidance from

bond need not be a taxpayer. This
opens a new market for the debt of
state or local governmental units— regulators is expected soon.
including various tax-exempt entities
such as pension plans. We will include updates

on our website. For a more

Under the Act, BABs may be issued in detailed description, visit
2009 and 2010 by any state or local government. millercanfield.com/publications-alerts-550.html
Proceeds can be used for any purpose traditionally or call our office if you'd like more

eligible for tax-exempt financing. The BAB issuer information.

structures the transaction in a manner similar
to tax-exempt bonds, and follows all the rules
applicable to tax-exempt financing—including

limits on arbitrage and private use.
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€ESTATE TAR

Since 2001, there's been a gradual increase in
the amount exempted from federal estate tax,
and a concurrent reduction in that tax rate.
At present, estates valued at $3.5
million or less are exempt from
estate taxes, and the maximum
estate tax rate has decreased to 45%.

Currently, there are bills in both the House and Senate
that would address the pending repeal. A common
theme is to make the estate tax permanent, and freeze
the exemption somewhere between

$2 million and $3.5 million.

As this Hot Points issue goes to press,

Congress has yet to take action. It may
decide to extend the 2009 law for one

more year and postpone permanent
reform until 2010.

But that could change soon. Unless
Congress takes action, the estate
tax will be repealed for anyone
dying in 2010—and bounce back
to its 2001 level again in 2011. Since
that would mean a maximum 55%
tax rate on estates valued at $1 million or more,
this is a big deal.

Regardless of what happens, any new
law is likely to impact estate planning
for many people. To stay up to date on the situation,
please visit our website, where we'll monitor progress
and post any news of change.

Join us for our annual seminar

IssuesinLabor & Employment Law

Thursday, October 29, 2009, at the MSU Management Education Center in Troy, Michigan

All human resource professionals, managers, in-house counsel, CEOs, and business owners will want to attend
this informative update. To learn more and register, go to: www.millercanfield.com/newsroom/seminars.asp.
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