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	  Mark Zuckerberg is wildly successful.   Facebook 
pays him well and he is in the top marginal income 
tax bracket.  

 
 What is his marginal income tax rate?  



Income	  Tax	  Rate	  Table	  for	  2011	  
Single Married - Joint 

10% 0 – 8,500 0 – 17,000 

15% 8,500 – 34,500 17,000 – 69,000 

25% 34,500 – 83,600 69,000 – 139,350 

28% 83,600 – 174,400 139,350 – 212,300 

33% 174,400 – 379,150 212,300 – 379,150 

35% Over 379,150 Over 379,150 



	  A witty stock broker arranged for you to purchase 
1,000 shares of stock in Hormel on August 15, 2004 
for $100 per share.  It was a good deal after all, and 
today it has appreciated in value.  Now you decide to 
cash in the shares before people stop enjoying their 
famous spiced ham product.   
  
 What capital gains tax rate will you pay? 



 Long term capital gains on most assets held for at 
least one year plus one day are taxed generally at a 
maximum rate of 15%.  (0% for 10% and 15% 
bracket taxpayers) 



	  You love your collection of vintage automobiles, but 
you’ve decided to sell your 1955 Thunderbird and 
your 1964 Corvette Convertible.   
  
 What capital gains tax rate will you have to pay on 
these appreciated cars? 



 The maximum long-term capital gains tax rates for 
collectibles is 28% 



	  You still have those 1,000 shares of Hormel stock 
you bought on August 15, 2004 for $100 per share.  
You decide to use them to fulfill your pledge to 
Children’s Hospital.   

 
 How much capital gains tax will you have to pay 
when you gift the shares? 



� Zero  
� Donors are able to bypass capital gains taxes when 

they use appreciated stock to make gifts 
� Donors receive a charitable deduction for the full fair 

market value of the stock held longer than one year. 



	  In September 2010 you purchased $5,000 worth of 
OxiClean stock.  Billy Mays was such a good pitch 
man that sales are still booming and the value of 
your stock has doubled.   

 
 If you use that stock now to fulfill your pledge to the 
Kennedy Center, can you deduct the entire $10,000? 



� No 
� Because you held the stock for less than a year, your 

deduction is limited to your cost basis – $5,000 
� What if you sell the stock?  What tax rate will you 

pay?   
�   Your short-term gains will be taxed at your highest 

 ordinary income tax rate 



How	  do	  you	  determine	  value	  for	  a	  
charitable	  deduc<on?	  
� Marketable securities 

�  Mean share price on date of the gift 
� Other property 

�  Deduction is equal to the appraised value.  Deductions 
greater than $5,000 require a “qualified” appraisal 



Limita<ons	  on	  Deduc<ons	  
� Cash 

�  50% of AGI 
�  Long-term capital gain property 

�  30% of AGI 
� Tangible personal property 
  - related use – full FMV; 30% of AGI 
  - unrelated use – cost basis; 50% of AGI 

� Carry forward 
�  5 additional years for excess deduction 



	  In a twist of bad luck, you find yourself as an inmate 
at Shawshank Prison where you hear a guard talking 
about his personal finances.  He got married last 
year and is planning to transfer half of his assets to 
his wife.   

 
 Does anyone owe taxes on these gifts? 



� No 
� Gifts to a spouse (who is a US citizen) enjoy a 100% 

marital deduction.  Such gifts do not require the 
filing of a gift tax return. 



	  After seven years, your prodigal son has finally 
earned his bachelor’s degree from the University of 
Michigan.  You want to reward him for a job well-
done, even if it did take three extra years.   

 
 If you give him $10,000, is it a taxable gift? 



� No 
� Annual gift tax exclusion:  $13,000 
� The annual exclusion is the amount a person is 

allowed to give another person without incurring 
Federal gift tax 



	  Now your prodigal son has earned a PhD!  You can 
hardly believe it!  But he wants to be a symphonic 
soloist.  On the glass harmonica.  Since you know he 
can’t make a living doing that, you decide he should 
receive his entire inheritance of $2,000,000 now.  

 
 Do you owe gift tax on this transfer? 



� No 
� A gift tax applies to the transfer by gift of any 

property 
� The newly unified gift and estate tax exemption is 

$5,000,000 
� This exemption shelters gifts beyond the annual 

exclusion 



Charitable	  GiC	  Tax	  Deduc<ons	  
� Outright gifts to charity:  generally 100% 

deductible for gift tax purposes 
� Charitable Lead Trusts:  produce gift tax 

deductions when remainder of trust passes to 
other individuals (i.e., donor’s children) 

� Generation Skipping Transfer Tax – beyond the 
scope of this session; donor should seek 
professional advice 



	  You love the state fair and, in addition to your 
obsession with any food on a stick, you fancy 
yourself a pretty good plastic duck marksman.   

 
 Will you be as successful if you try to hit the target of 
next year’s estate tax exemption? 



Estate	  Tax	  Exemp<on	  
	  Year of Death        Amount Exempted 
  
        2008    $2,000,000 
  2009    $3,500,000 
  2010    estate tax repealed 
  2011    $5,000,000 
  2012    $5,000,000 
  2013    $1,000,000 



	  Your favorite Aunt Midge died this year with 
$7,500,000 in assets.  She left $1,000,000 to the 
Humane Society and the rest to you, her favorite 
niece.   

 
 What’s the value of her taxable estate? 



� The value of her taxable estate is, therefore, 
$1,500,000.  

�  $7,500,000 total estate value 
- $1,000,000 to the Symphony 
= $6,500,000 remaining 
-  $5,000,000 estate tax exemption 
= tax owed on $1,500,000 

	  



	  Your father is updating his estate plan.  He has a 
total of $2,000,000 in appreciated securities and an 
IRA worth $2,500,000, in addition to a house and 
some collectibles.  He wants you to have $1,000,000 
and leave the rest to Colonial Williamsburg.   

 
 Should he leave you the IRA or the appreciated 
securities? 



� Appreciated securities 
 



Income	  in	  Respect	  of	  a	  Decedent	  (IRD)	  

� Assets that would have been considered 
income in the hands of the deceased; taxed as 
ordinary income when passed to heirs 

� Most common IRD asset:  Retirement Plan 
Accounts (IRA, 401(k), 403(b)) 

�  IRD Assets are great to leave to charity at 
death of owner 



Re<rement	  Plans	  and	  Life<me	  GiCs	  
� Considered taxable withdrawal from the 

account 
� Qualifies for charitable income tax deduction 
�  Limitation on charitable deduction (50% AGI) 
� Retired donors in lower tax brackets may pay 

more tax because of charitable gift from 
retirement account! 



IRD	  and	  the	  “Charitable	  IRA	  Rollover”	  
� Separate but related issues 
� With or without charitable IRA rollover option, 

charitable beneficiaries of retirement plan 
accounts is great choice 

� ANYONE can designate a charity as beneficiary 
of IRA 

� Simple – beneficiary designation form 
� GREAT option for a charity’s employees 



Ques<ons	  about	  the	  quiz?	  	  



Qualified	  Dividends	  
� Created by Jobs and Growth Tax Relief and 

Reconciliation Act of 2003; extended by 
legislation passed in May, 2006 and again in 
December, 2010. 

� Taxed at maximum rate of 15% on most 
dividends (0% for those in tax brackets lower 
than 25%) 

�  Lower rates will expire at end of 2012; then 
dividends again taxed at ordinary income rates 



Alterna<ve	  Minimum	  Tax	  
� Designed to ensure that individuals with large 

deductions pay minimum amount of tax 
� AMTI is sum of regular taxable income and 

preference items plus certain itemized 
deductions (not charitable deductions) 

�  26% on first $175,000 of AMTI; 28% on excess 




