
On December 17th President 
Obama, acting in concert with Demo-
crats running in fear for their political 
lives, and Republicans willing to sell 
out their principals of fiscal responsi-
bility, signed the mammoth “Tax Re-
lief, Unemployment Insurance Reau-
thorization, and Job Creation Act of 
2010.” While touted as an extension 
of the Bush Era law, the Tax Relief 
Act surprisingly accomplishes several 
things that President Bush and his Re-
publican Congress only dreamed of.

There are a few 
drawbacks — 
like an $850 Bil-
lion to $1 Tril-
lion pricetag. 

Neverthe-
less, the Tax Re-
lief Act should 
help make this 
a “Happy New 
Year” for many, 
particularly those 
on the ends of 
the wealth spec-
trum – the un-
employed and 
people of sub-
stantial wealth. 
In particular, the 
Act retains all the 

lower income tax brackets of the 2001 
Tax Act, extends and increases estate 
and gift tax reductions for “wealthy 
Americans” and lowers payroll tax 
rates by 2% for a one year period. And 
(drum roll please) rather than actual-
ly creating jobs as the title of the act 
would imply (e.g., by offering work 
projects for the unemployed), the act 
extends unemployment benefits for 
thirteen months. To me this may help 
people remain more comfortably un-
employed, but I don’t see any direct 
“job creation.”

The real surprise comes on the Es-
tate and Gift Tax Side.  The Estate 

Tax Exemption for 2011 and 2012 
is increased from the 2009 level of 
$3.5 million exemption to $5 Mil-
lion per decedent ($10 Million total 
for married couples with good plan-
ning). This change applies for 2011 
and 2012 only, and then the law drops 
back to levels applicable before the 
2001 Act.

Equally as beneficial to the wealthy 
is the new estate and gift tax rate. 
The top rate drops under 
the Act to 35% (the low-
est it has been since 1931).   
Without passage of this new 
law, the Estate (and GST) 
Tax exemption would have 
dropped back to a $1 mil-
lion and the tax rate would 
have increased to 55%.  To 
compare the difference this 
makes, consider that the 
family of a couple with a Ten 
Million Dollar estate dying 
in 2011 would have paid es-
tate tax of $4,400,000 un-
der the old law, but will pay 
zero in estate tax under the 
new law. Wow!

Even more amazing, the 
new Tax Act does what the 
Bush Era tax law did not.  
Effective January 1, 2011 
the gift tax exemption will 
be increased from $1 mil-
lion to $5 Million. Some of 
you may recall the 2001 Tax 
Act retained a gift tax ex-
emption cap of $1 Million 
from 2001 through 2010. That meant 
the only way to take full advantage 
of the higher Estate (and GST) Tax 
exemption levels was to die. Not the 
preferred course of planning. I didn’t 
have a single client voluntarily opt for 
that solution. 

Come 2011 the Estate, GST, and 
Gift Tax is reunified (at the exemp-
tion level of $5 Million per person) 

and taxpayers won’t need to “pull the 
plug” in order to capture the benefits 
of the estate tax exemption. Instead 
taxpayers can simply make taxable 
gifts, even leveraged taxable gifts, up 
to the full lifetime exemption equiv-
alent of $5 million ($10 million per 
couple). This opportunity is available 
for the next two years only. Then the 
Bill for the Act may come due, de-
pending in part on the willingness 

of foreigners to continue 
funding our debt. 

I have no doubt issues of 
our national debt, economic 
stimulus, spending for pub-
lic programs, and the ap-
propriate tax rates to apply 
to individuals, businesses, 
and estates will continue to 
be contentious ones in the 
2012 elections. After all, we 
still have to figure out how 
we are going to fund our 
massive Federal Debt (or 
shrink our government pro-
grams to within our means). 
The level of fiscal irrespon-
sibility being displayed by 
both parties is beginning to 
cause serious disruptions in 
the bond markets. 

So starting next year a 
married couple can gift a 
full $10 Million in assets 
without incurring any gift 
tax (or can gift at least 
an additional $8 million 
if they had already used 

their $1 million per person lifetime 
exemption under prior law). With 
the right strategies, using leveraged 
transactions and a little discounting 
for lack of marketability and con-
trol, it will be possible for married 
couples to transfer more like $15 to 
$18 million in total wealth estate 
and gift tax free over the next cou-
ple of years.  Even better, with the 

right trusts and gift tax reporting, 
this amount of wealth can be tak-
en completely out of the estate and 
gift tax system for multiple genera-
tions through the use of long term 
Dynasty Trusts.  That is where this 
new law becomes an estate planners 
dream, because massive amounts of 
wealth can and will be permanently 
taken out of the transfer tax system 
over the next two years.

The trick as always will come in the 
way such wealth transfers are handled.  
What amount of control will the 
donor(s) retain?  Can the donor make 
a gift to younger generation family 
members “on paper” and with enough 
economic substance to pass muster, 
while not giving young beneficiaries 
so much access to cash and other liq-
uid resources as to “spoil them rotten” 
or “ruin their work ethic?” And if do-
nors can accomplish these things, can 
they set it up in a way that will keep 
the wealth in the hands of their fam-
ily for generations to come? For those 
who want eat their cake and have it 
too, can this be done without seri-
ously damaging the donor’s own cash 
flow needs?  

All these issues become magnified 
in light of the substantially increased 
Estate (GST) and Gift Tax exemption 
levels created by the Tax Relief Act of 
2010. But for the moment anyway, 
where there is a will there is a way (or 
in this case where there is an Irrevoca-
ble Long Term Trust (ILTT) there is a 
way).  

The politicians have figured out that 
they can raise more money on this one 
issue alone than on any other. So keep-
ing us guessing is good for business.  
Both sides are positioning for 2012. So 
I guess we will be forced to keep plan-
ning based on the law as it exists to-
day, expecting only that it will surely 
change in the not to distant future.  

Happy New Year!
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The new math of tax relief 
How Congress learned to tax less, spend more and help Americans give away the store

Scott Beattie
Calone Law Group
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By Craig Anderson

Business Journal Writer

	
When	 Charles	 “Chuck”	Ta-

tum	was	17	years	old	and	World	

War	II	was	raging	in	Europe,	Af-

rica,	the	Aleutians	and	on	tiny	is-

lands	scattered	across	the	Pacific	

Ocean,	 he	wanted	 to	 be	 a	Ma-

rine.		
A	 Tulsa,	 Oklahoma	 native,	

Tatum	 moved	 with	 his	 family	

to	 Stockton	 in	 1939	 where	 he	

attended	 school	 in	 Holt	 before	

Ryan Leeman, Winemaker 

(left) and Bill Rogan President  

and General Manager of 

Sales for Van Ruiten Family Vineyards.
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By Craig Anderson

Business Journal Writer

	
Grapes	 are	 huge	 in	

the	Lodi	area	and	the	eco-

nomic	 impact	 of	 grape	

growers	 and	winemakers	

to	 the	 Central	 Valley	 is	

likewise	huge:	$5	billion	

annually	generated	by	an	

assortment	 of	 industries	

directly	and	indirectly	as-

sociated	 with	 the	 grow-

ing	 of	 winegrapes	 and	

making	wine.	Lodi appellation

	
To	 gain	 some	 per-

spective	 of	 the	 size	 and	

impact	of	the	Lodi	wine-

grape	 and	 wine	 indus-

try,	 let’s	 look	 at	 Indiana	

where	 the	 governor	 de-

clared	 June	 to	be	“Wine	

and	 Grape”	 month	 to	

recognize	 the	 “impor-

tance	 of	 the	 Indiana	

wine	industry	to	the	state	

economy.”	
	

All	 this	 hoopla	 for	

an	 Indiana	 wine	 indus-

try	 boasting	 42	 wineries	

with	 five	 more	 on	 the	

way.	
The	contrast	between	

wanna-be	wine	states	and	

the	Lodi	area	is	worthy	of	

comparison:	 In	 the	Lodi	

winegrape	 growing	 area	

alone	 there	 are	 75	 oper-

ating	wineries,	750	grape	

growers,	 and	 100,000	

vineyard	 acres	 that	 gen-

erate	 14,900	 equivalent	

jobs	 with	 $493	 million	

in	wages.	
There’s	 more:	 39.7	

million	cases	of	Lodi	Ap-

pellation	wine	were	pro-

duced,	 there	 were	 two	

million	wine	 related	 vis-

its,	 tourist	 expenditures	

were	$409.5	million,	the	

Lodi	wine	 industry	 paid

See Hotels Page 5

Rough times 
waning for hotelsBy Craig Anderson

Business Journal Writer

	
Hotels	everywhere	have	been	

grinding	 through	 the	 recession	

with	the	universal	hope	that	the	

future	 will	 be	 better	 and	 that	

business	will	pick	up	with	the	re-

turn	of	travelers	needing	a	place	

to	stay.		
This	scenario	may	be	poised	

to	occur,	according	to	an	analysis	

by	Smith	Travel	Research	(STS)	

a	leading	hotel	industry	research	

firm.

Hotel industry on the rise

	
The	 hotel	 industry	 should	

expect	to	see	summer	occupancy	

increase	2.2	percent	to	63.1	per-

cent	compared	to	the	same	time	

last	 year,	 average	 daily	 rate	 will	

fall	1.9	percent	to	$95,	and	rev-

enue	per	available	room	will	end	

the	summer	virtually	flat	with	a	

0.2	percent	increase	to	$60.03.

Gregg Pearson, GM Doubletree
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Brad	 Garner,	 STR	 vice	

president	 said	 demand	 for	 ho-

tels	 this	 summer	 will	 be	 brisk	

and	will	 provide	 positive	 recov-

ery	 momentum,	 which	 is	 good	

news.	 However,	 he	 added	 that	

“Consumers	 won’t	 be	 reaching	

as	deeply	into	their	wallets	as	in	

previous	 summer	 seasons”	 lead-

ing	to	a	flat	growth	rate	this	sum-

mer.	
But	 with	 how	 the	 indus-

try	has	 suffered	over	 the	 last	18	

months,	a	flat	rate	comes	as	wel-

come	 relief	 to	 the	 beleaguered	

industry.

transferring	 to	 Stockton	 High.	

From	 there	 he	 enlisted	 in	 the	

Marine	Corps.
	

“I	was	only	17	and	I	pestered	

my	mom	so	much	she	finally	al-

lowed	me	to	enlist,”	said	Tatum.		

“I	 trained	 at	 Camp	 Pendleton,	

then	at	Camp	Tarawa	in	Hawaii	

before	the	Iwo	Jima	invasion.”

	
Iwo	 Jima	 was	 an	 impor-

tant	 volcanic	 island	 only	 650	

miles	 from	 Tokyo	 which	 made	

it	 perfect	 as	 a	 base	 for	 B-29See Author Page 41
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By The Business 

Forcasting Center

University of the Pacific

	 California’s	 two	 year	 reces-

sion	 ended	 in	 the	 fall	 of	 2009,	

but	most	of	Northern	California	

is	 lagging	 behind	 the	 state’s	 re-

covery	according	to	the	Business	

Forecasting	 Center	 at	 the	 Uni-

versity	of	the	Pacific.		

	 The	forecast	finds	that	Cali-

fornia	unemployment	is	current-

ly	peaking	at	12.6%,	but	will	re-

main	at	or	above	12%	for	all	of	

2010	as	renewed	job	growth	will	

be	largely	offset	by	increased	job	

seekers	in	the	second	half	of	the	

year.		
	 Only	 the	 technology-cen-

tered	 San	 Jose	 area	 has	 shown	

signs	 of	 renewed	 growth	 com-

parable	 to	 Southern	 California	

in	the	first	quarter	of	2010.		San	

Francisco	will	soon	join	San	Jose	

in	posting	a	strong	comeback	in	

the	second	half	of	the	year.		The	

recovery	for	the	rest	of	Northern	

California	begins	this	spring,	but	

will	be	slower	to	develop.		It	will	

take	four	to	five	years	for	normal	

economic	 conditions	 to	 return	

to	most	areas.		

	 “The	 NUMMI	 closure	

clearly	marks	the	bottom	of	the	

trough	 for	 the	 East	 Bay	 and	

Northern	 San	 Joaquin	 Valley,”	

said	Jeff	Michael,	Director	of	the	

Business	Forecasting	Center.		

	 Although	 NUMMI	 is	 the	

largest	 blow,	 the	 forecast	 notes	

that	 the	 East	 Bay	 has	 been	 at	

the	 forefront	 of	 Northern	 Cali-

fornia’s	 economic	 woes	 since	

the	early	stages	of	the	recession.		

Construction,	 sub-prime	 mort-

gage	lenders,	retail	bankruptcies,	

declining	port	traffic,	and	higher	

education	 cuts	 have	 all	 hit	 the	

East	Bay	hard	in	advance	of	the	

Toyota	shut-down.		

	 “Of	 the	 10	 metro	 areas	 we	

track,	 the	 East	 Bay	 is	 the	 only	

area	that	has	lost	more	than	10%	

of	its	jobs,	and	that	is	before	the	

NUMMI	 shut-down,”	 said	 Jeff	

Michael.	 	 “Many	 of	 these	 jobs

UOP forecasts 

local economy 

through 2014
Vol 3 • NUMBER 32
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By Craig Anderson

Business Journal Writer

	 Not	only	is	the	Sacramento-

San	 Joaquin	 Delta	 the	 primary	

source	of	water	for	more	than	25	

million	Californians	it	also	con-

tributes	 mightily	 to	 the	 state’s	

coffers	by	generating	more	than	

$1	 billion	 annually	 via	 recre-

ational	activities.

	 Boating,	fishing,	restaurants,	

lodging,	 supplies,	wildlife	 view-

ing,	 sightseeing,	 windsurfing,	

biking,	camping	and	more	bring	

in	dollars	from	folks	visiting	the	

estuary	from	Central	and	North-

ern	California	as	well	as	Los	An-

geles,	Nevada,	and	Arizona.

	 “Tourism	dollars	from	Delta	

marinas	 during	 boating	 season	

represents	a	huge	industry,”	said	

Douglass	Wilhoit,	CEO,	Great-

er	 Stockton	 Chamber	 of	 Com-

merce.	“It	contributes	to	Stock-

ton	 and	many	other	 communi-

ties	and	has	done	so	during	the	

economic	recession.”

	 He	said	Delta	businesses	are	

successful	because	of	 their	 loca-

tion,	effective	marketing	of	their	

services	and	products	and	a	loyal	

following	of	customers	who	keep	

coming	 back,	 many	 boating	 in	

to	 attend	 Stockton’s	 annual	 As-

paragus	Festival.

	 Assorted	 studies	 and	 sur-

veys	 support	 the	 Delta’s	 eco-

nomic	 impact	 on	 San	 Joaquin	

County,	Stockton	and	the	Cen-

tral	Valley,	among	them	a	2007

Bob Larson, right, 

shows Joe Moreno a 

ski boat at Larson’s 

Marine in Stockton. 

Larson feels the 

economy may have 

turned a corner and 

looks forward to a 

busy boating season.
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New Lifestyle Center: The Plaza at Dale

By William West

Business Journal Editor

	 The	 interior	 of	 the	 corpo-

rate	office	in	northwest	Modesto	

gives	the	first	hint	that	this	will	

not	 be	 the	 usual	 real	 estate	 de-

velopment	 business.	 Avocado-

colored	walls	and	a	large	pottery	

piece	transformed	into	a	waterfall	

draw	visitors	 into	a	glass-walled	

conference	 room.	 The	 impres-

sion	 is	 both	 vibrant	 and	 calm.	

This	company	with	the	spa-like	

interior	in	2006	and	2007	closed	

over	$240	million	in	investment	

real	estate	transactions.	They	ac-

quired	and	developed	more	than	

438	acres	of	land.	

	 A	 wide	 flat-screen	 on	 one	

end	 of	 the	 conference	 room	

shows	images	of	the	new	mixed-

use	 development	 to	 be	 built	

across	 from	 the	 modern	 Kaiser	

Hospital.	The	term	“mixed-use”	

doesn’t	do	 justice	 to	 the	 images	

on	the	screen.	

	 Picture	 a	 Sheraton	 Hotel,	 a	

promenade	with	cinema,	a	dial-

ysis	center,	an	elderly	residential	

zone,	 a	 Gold’s	 Gym,	 and	 then	

throw	 in	a	 slew	of	boutique	 re-

tailers	 and	 restaurants	 and	 you	

get	a	glimmer	of	what	this	devel-

opment	is	all	about.	It	is	all	pe-

destrian	friendly.	

	 Into	 the	 conference	 room	

comes	Aruna	Chopra,	M.D.,	 	a	

general	 practitioner	 who	 im-

migrated	 in	the	1970s	 from	In-

dia	 with	 her	 husband,	 Sawtan-

tra	 Chopra,	 M.D.,	 pulmonary

Aruna Chopra, M.D., describes 

the Plaza at Dale, a multi-use 

project to be built across from 

the Kaiser Regional Hospital.
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By Patricia Reynolds

Business Journal Writer

	 While	the	recession	has	pre-

sented	 plenty	 of	 challenges	 to	

most	area	businesses,	the	impact	

of	 recent	 national	 health	 care	

legislation	has	 thrown	 in	 added	

complications	 for	 local	 insur-

ance	agencies	and	brokers.		

	 Insurance	businesses	are	not	

only	 busy	 helping	 clients	 deal	

Hospitals diagnose 

national health care law
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New normal for health insurance brokers

By William West

Business Journal Editor

	 The	 Patient	 Protection	 and	

Affordable	Care	Act,	also	known	

as	 national	 health	 reform,	 or,	

perhaps	 derisively	 as	 ‘Obam-

acare’,	will	 change	 the	way	hos-

pitals	 are	 paid.	 Since	 hospitals	

are	major	employers	in	the	Cen-

tral	Valley	and	are	drivers	of	local	

economies,	the	question	is	what	

exactly	 will	 the	 new	 law	 mean?	

The	short	answer	is	no	one	really	

knows	precisely.	Cyrus Dah, CFO, 
Dameron Hospital

	 “Uncertainty	 is	 the	 current	

correct	answer,”	said	Cyrus	Dah,	

Chief	Financial	Officer	at	Dam-

eron	Hospital	in	Stockton.	“The	
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whole	 health	 care	 reform	 is	 in	

question.”		 The	one	certainty,	according	

to	Mr.	Dah,	is	a	reduction	in	re-

imbursement	 for	 hospitals.	The	

federal	government	feels	that	be-

cause	they	are	adding	35	million	

to	 the	 rolls	 of	 the	 insured	 that	

this	is	going	to	mitigate	bad	debt	

and	charity	care.	
	 “Uninsured	 will	 become	

insurable,	 and	 will	 fall	 under	

health	care	exchanges	where	the	

reimbursement	 will	 be	 equal	 to	

MediCal	 or	 worse,”	 Mr.	 Dah	

said.	“We	currently	 receive	only	

60	to	70	percent	of	our	costs	for	

a	MediCal	patient.”	

	 “What	do	we	do	to	prepare?”	

Mr.	Dah	 asked.	 “Every	hospital	

in	every	way	possible	will	have

with	 the	 results	 of	 a	 prolonged	

recession,	 but	 with	 understand-

ing	 and	 preparing	 for	 upcom-

ing	health	care	reform	hurdles	as	

well.	 Capax	 is	 a	 Modesto-based	

independent	insurance	company	

whose	history	dates	back	 to	 the	

1880s.	 The	 employee-owned	

company	has	clients	nationwide,	
See Insurance Page 5

Photo courtesy of CSUS

Sarah Palin advocates for basic American education at CSUS Foundation Gala in Turlock.

By William West
Business Journal Editor

	 Former	Alaska	Governor	Sar-

ah	Palin	entered	 the	back	of	 the	

dining	 hall	 at	 California	 State	

University	 Stanislaus	 without	

any	fanfare.	She	was	surrounded	

by	 half	 a	 dozen	men	with	 short	

haircuts	 wearing	 suits	 and	 stern	

looks.	Palin	walked	past	the	press	

gallery	 and	 behind	 the	 diners.	

Almost	no	one	noticed	her	even	

though	 cameras	 and	 reporters	

were	on	the	look	out.	She	swept	

in	quickly	with	her	entourage	and	

disappeared	into	a	back	room.	

	 Up	 close	 she	 is	 disarmingly	

charming,	 even	 in	 a	 momen-

tary	 encounter	 like	 her	 quick	

entrance.	By	 the	 time	 the	 entire	

press	contingent	noticed	her,	she	

was	 vanishing	 behind	 double	

doors.		Several	more	bodyguards	

stood	outside	the	doors.	

	 A	 few	 minutes	 later,	 she	

was	 announced	 and	 came	 back	

through	the	double	doors,	flanked	

by	security	and	this	time	the	press	

was	 ready.	Camera	 flashes	 lit	 up	

the	 back	 of	 the	 hall.	 She	 quick-

ly	 moved	 into	 the	 main	 room	

to	 a	 standing	 ovation	 from	 the	

350-plus	diners	who	paid	a	mini-

mum	of	$500	each	to	attend.	

	 University	 President	 Hamid	

Shirvani	then	gave	a	formal	intro-

duction.	He	called	Palin	the	most	

recognized	woman	 in	 the	world.		

Palin	 moved	 to	 the	 lectern	 and	

began.	
Pure Sarah	 “Let	 me	 just	 get	 through	

some	logistics,”	she	said.	“Got	my	

water,	got	my	straws,	and	I	want	

them	bent,	 at	 least	 that’s	what	 I	

read	 in	 the	 lamestream	 media	

outlets,	 that	 I	 was	 demanding	

straws.	 Got	 some	 of	 those	 con-

tractual	demands	out	of	the	way.”

Joel W. Geddes III
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