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As a part of our ongoing service to our
clients, we want to alert you to recent changes
in the federal and state tax laws.  Below are
details of some of the personal income tax
provisions of the recently enacted Economic
Stimulus Act of 2008, as well as a review of
the estate and gift tax exemptions and exclu-
sions. 

Economic Stimulus Package
On February 13, 2008, President George Bush
signed the Economic Stimulus Act of 2008
(the “Stimulus Act”) into law. The Stimulus
Act represents Congress’ efforts to stimulate
the U.S. economy. Under the Stimulus Act,
many Americans will receive a rebate check
from the federal government. Recovery
rebates and incentives for business investments
were included in this law as well. The idea
behind the rebates is to motivate people to
spend the money that they receive in the
rebate check, thereby stimulating the economy.

Who will receive a rebate check and for how
much?  The maximum rebate amount for qual-
ifying individuals is $600, $1,200 for married
couples filing jointly and an additional $300
for each qualifying child no matter how many
qualifying children you have. A child is consid-
ered “qualifying” if the child is a dependent

child under the age of 17. Non-resident
aliens, estates, trusts or individuals claimed as
dependents on another’s tax return are not eli-
gible to receive a rebate check under the
Stimulus Act.

Despite this maximum amount, there are
phase-out provisions embedded in this law
based mainly on income levels and income tax
liability. The rebate amount will begin to
phase out for individuals with gross income
over $75,000. The rebate amount will be
reduced by 5% of an individual’s adjusted
gross income which exceeds $75,000. In
effect, if an individual taxpayer’s income is
$87,000 or above and such taxpayer has no
children, then no rebate check will be issued to
such taxpayer. Similarly, for married couples
filing jointly, the same phase-out begins at
income levels of $150,000 and higher.

In addition, certain low-income taxpayers with
little or no tax liability will be issued a rebate
check of $300 (for individuals) or $600 (for
married couples filing jointly). To qualify, tax-
payers must satisfy two requirements. First,
the taxpayer must have either earned income
of at least $3,000 or received at least $3,000
in social security benefits or veteran disability
benefits. Second, the taxpayer must have net
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income tax liability of at least $1 and have
gross income greater than the sum of his or
her basic standard deduction amount and per-
sonal exemption. Twice the exemption amount
is needed for married couples filing jointly.

Regardless of the amount of the rebate, a tax-
payer must file a 2007 income tax return to
be eligible to receive any rebate check.
Additionally, the social security numbers of the
taxpayer, taxpayer’s spouse and children must
be included on the return.

Estate and Gift Taxes
From a federal estate and gift tax perspective,
with the exception of the annual gift tax exclu-
sion for gifts made to a non-citizen spouse, the
federal estate and gift tax exclusion amounts
have not changed since 2007. The current
federal exclusion amounts are set forth in the
table below.

The current federal estate tax exclusion for an
individual who dies in the year 2008 is
$2,000,000. The current lifetime federal gift
tax exclusion for an individual is $1,000,000.
This means that for federal estate and gift tax
purposes an individual is entitled to transfer
up to $1,000,000 during his or her life with-
out incurring a gift tax. However, any use by 
a taxpayer of the federal lifetime gift tax
exclusion will proportionately reduce his or
her federal estate tax exemption at death.

Additionally, each individual may transfer
$12,000 per year, per person (not including
any payments made for tuition and medical
expenses) without consuming a portion of his
or her $1,000,000 lifetime gift tax exclusion
(referred to as the “annual exclusion"). There
are certain requirements necessary for gifts to
qualify for the annual exclusion. As discussed
above, any gift that does not qualify for this
annual exclusion will reduce this taxpayer’s
lifetime gift tax exemption by the amount of
each gift.
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Disclosure Under IRS Circular 230: Any
U.S. federal tax advice contained in this
communication (including any attachments)
is not intended or written to be used, and
cannot be used, for the purpose of (i) avoid-
ing penalties under the Internal Revenue
Code or (ii) promoting, marketing, or recom-
mending to another party any tax-related
transaction or matter.

This publication is part of a continuing series
aimed at informing our clients about current
issues that may affect their business. It is
published by Partridge Snow & Hahn LLP, a
business law firm with offices in Providence,
Warwick, Boston, and SouthCoast.This alert
may be copied for educational purposes.
We request that any such copies be attrib-
uted to the author and to Partridge Snow &
Hahn LLP.This publication is not meant to
provide legal advice, and readers should 
consult legal counsel prior to acting on any
information contained within. Comments are
welcome and they should be addressed to the
specific author or to any of the qualified
attorneys at the firm.The Rhode Island
Supreme Court licenses all lawyers in the
general practice of law.The court does not
license or certify any lawyer as an expert or
specialist in any field of practice.
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Key 2008 Estate and Gift Tax Numbers

2007 2008
Federal annual gift exclusion: $12,000 $12,000
Federal estate tax exemption: $2,000,000 $2,000,000
Federal gift tax exemption: $1,000,000 $1,000,000
Generation Skipping Transfer tax exemption: $2,000,000 $2,000,000
Non-citizen spouse annual gift exclusion: $125,000 $128,000
Non-citizen spouse estate tax exclusion: $0 $0
Rhode Island estate tax exemption: $675,000 $675,000
Massachusetts estate tax exemption: $1,000,000 $1,000,000
Rhode Island gift tax exclusion: unlimited unlimited
Massachusetts gift tax exclusion: unlimited unlimited

If you have any questions concerning the Stimulus Package or the current estate and gift tax laws,
feel free to contact any one of the attorneys in our Probate,Trust & Personal Planning Group.


