HADDON HALL PUBLISHING PRESENTS:

Courtesy of Leimberg Services & Alan Gassman

As published in LISI Estate Planning Newsletter #2048
(January 10, 2013) at http://www.leimbergservices.com

LISI thanks attorneys ALAN GASSMAN, CHRISTOPHER DENICOLO, and
KENNETH CROTTY of Clearwater, Florida for the terrific charts and
commentary that follow:

A picture is worth a thousand words, and a chart can be worth its weight in gold
(particularly if printed on thin paper).

We have prepared the following three cylinder charts, which should be self-
explanatory and useful for your own planning, as well as planning for clients, and

for explaining these laws to clients and others.

Here are our explanatory charts for your (and your clients’) viewing pleasure. As
always, we welcome any feedback about how to improve our charts.

Enjoy!

Alan Gassman
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2013 Income Tax Changes by Tax Bracket for Single Filers (No Dependents)

Income: $400,000+

e New Tax Bracket: 39.6% marginal tax rate on
income over $400,000

e Higher Capital Gains and Dividends Tax: 20%
for taxpayers with an AGI over $400,000

¢ New Medicare Tax on Income and Dividends*:
3.8% on individuals with a MAGI or net
investment income over $200,000

Income: $183.250 — $400,000

o New Medicare Tax on Income and Dividends:
3.8% on individuals with a MAGI or net
investment income over $200,000

e Marginal income tax of 33% for amounts earned
between $183,251 and $398,350

e Marginal income tax of 35% for amounts earned
between $398,351 and $400,000

e Capital Gains and Dividends Taxes stay at 15%

¢ Phase-outs on personal exemptions and
itemized deductions are reinstated for
individuals earning $250,000 or more**

Income: $87,850 — $183.250

e Very little change :

e Marginal income tax of 28% for amounts earned
between $87,851 and $183,250 (2012°s 28%
income tax bracket ranged from $85,651 -
$178,650)

e Capital Gains and Dividends Taxes stay at 15%

o Employee Contribution to Payroll Tax: increases
from 4.2% to 6.2% on payroll earnings of up to
$113,700

*Dividends means distributions received from C-corporations, including public companies, and not S-corporation
income. .

**Starting at $250,000, personal exemptions are phased out at a rate of 2% for every $2,500 earned above $250,000.
Under this formula, personal exemptions are completely phased out at $375,000. Deductions are reduced by 3% of
the total amount the taxpayer’s AGI exceeds $250,000. Total itemized deductions can be reduced by up to 80%.
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2013 Income Tax Changes by Tax Bracket for Married Joint Filers

o O

Income: $450,000+
New Tax Bracket: 39.6% marginal tax rate on
income over $450,000
Higher Capital Gains and Dividends Tax: 20%
for taxpayers with an AGI over $450,000
New Medicare Tax on Income and Dividends*:
3.8% on married couples with a MAGI or net
investment income over $250,000

Income: $223.050 — $450,000
New Medicare Tax on Income and Dividends:
3.8% on married couples with a MAGI or net
investment income over $250,000
Marginal income tax of 33% for amounts earned
between $223,051 and $398,350
Marginal income tax of 35% for amounts earned
between $398,351 and $450,000
Capital Gains and Dividends Taxes stay at 15%
Personal Exemptions and Itemized Deductions:
begin being phased out for married joint filers
earning $300,000 or more**

Income: $146,400 — $223.050
Very little change
Marginal income tax of 28% for amounts earned
between $146,401 and $223,050 (2012’s 28%
income tax bracket ranged from $142,701 -
$217,450)
Capital Gains and Dividends Taxes stay at 15%
Employee Contribution to Payroll Tax: increases
from 4.2% to 6.2% on payroll earnings of up to
$113,700

*Dividends means distributions received from C-corporations, including public companies, and not S-

corporation income.

**Starting at $300,000, personal exemptions are phased out at a rate of 2% for every $2,500 earned above
$300,000..Under this formula, personal exemptions are completely phased out at $425,000. Deductions
are reduced-by 3% of the total amount the taxpayer’s AGI exceeds $300,000. Total itemized deductions

can be reduced by up to 80%.
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2013 Income Tax Changes by Tax Bracket for Head of Household Filers
(Single Filers with a Dependent)

o O

Income: $425,000+

» New Tax Bracket: 39.6% marginal tax rate on
income over $425,000

s  Higher Capital Gains and Dividends Tax: 20%
for taxpayers in the $425,000 bracket

e New Medicare Tax on Income and Dividends*:
3.8% on individuals with a MAGI or net
investment income over $200,000

Income: $203,150 — $425,000

s  New Medicare Tax on Income and Dividends:
3.8% on individuals with a MAGI or net
investment income over $200,000

¢ Marginal income tax of 33% for amounts earned
between $203,151 and $398,350

e Marginal income tax of 35% for amounts earned
between $398,351 and $425,000

e Capital Gains and Dividends Taxes stay at 15%

¢ Phase-outs on personal exemptions and
itemized deductions are reinstated for
individuals earning $250,000 or more**

Income: $125.450 — $203.150

s Very little change

e Marginal income tax of 28% for amounts earned
between $125,451 and $203,150 (2012°s 28%
income tax bracket ranged from $122,301 -
$198,050)

e Capital Gains and Dividends Taxes stay at 15%

e Employee Contribution to Payroll Tax: increases
from 4.2% to 6.2% on payroll earnings of up to
$113,700

*Dividends means distributions received from C-corporations, including public companies, and not S-
corporation income.

**Starting at $250,000, personal exemptions are phased out at a rate of 2% for every $2,500 earned above
$250,000. Under this formula, personal exemptions are completely phased out at $375,000. Deductions
are reduced by 3% of the total amount the taxpayer’s AGI exceeds $250,000. Total itemized deductions
can be reduced by up to 80%.
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2013 TAX RATES SUMMARY

AFTER THE AMERICAN TAXPAYER RELIEF ACT OF 2012

2012 2013 2013 Medicare Tax | 2013 Highest Tax

Long Term 15% 20% 3.8% 23.8%
Capital Gain

Short Term 35% 39.6% 3.8% 43.4%
Capital Gain

C Corporation 15% 20% 3.8% 23.8%
Dividend Income

Ordinary Income 35% 39.6% 3.8% 43.4%

Medicare Taxes

Employer: 1.45%
Employee: 1.45%

Employer: 1.45%
Employee: 2.35%

Additional 0.9% on
wages exceeding

3.8% total

Total: 2.9% | Total: 3.8% " $200,000 for single
(The additional .9% taxpayers and
only applies as $250,000 or married
shown to the right.) taxpayers.
FICA/FUTA 6.2% Employer/ 6.2% Employer/ 12.4% on wages
Taxes 4.2% Employee on 6.2% Employee on up to $113,700.
wages up to wages up to
$110,100. $113,700.
Estate Tax $5,120,000 $5,250,000 N/A 40%
Exemption 40% Rate
35% Rate

Leimberg Information Services, Inc.
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2013 Tax Increases — Single Taxpayers
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2013 Tax Increases — Married Taxpavers Filing Jointly
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Deduction and Credit Phase-outs
Now Extended or Made Permanent

2011 phase-out: $225,210  YES

: 20’{12.}3}155@-0\1& $229,7.10: . " -

$180,000 for married joint
filers: ' .

State and local sales tax
deduction ’

$125,000 for single filers -~ YES-

$250,000 for married joint
b4 e

ers.

880,000 for single filers.  YES -

$160,000 for martied joint o
filers e .
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2013 Tax Increases — Corporations
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2013 Tax Increases — Trusts and Estates
Current income tax rates for trusts

Over $2,450 but not over $5,700
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Official and Estimated Figures

'«20.'1 3 Trust-Income Tax Bféék’ets;
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APPLICABLE FEDERAL RATES

Below we have this month, last month’s, and the preceding month's Applicable Federal Rates,
because for a sale you can use the lowest of the three.

SHORT TERM AFRs MID TERM AFRs LLONG TERM AFRs
January Annual 0.21% | Annual 0.87% | Annual 2.31%
2013 Semi-Annual | 0.21% | Semi-Annual | 0.87% | Semi-Annual 2.30%
Quarterly 0.21% | Quarterly 0.87% | Quarterly 2.29%
Monthly 0.21% | Monthly 0.87% | Monthly 2.29%
December Annual 0.24% | Annual 0.95% | Annual 2.40%
2012 Semi-Annual | 0.24% | Semi-Annual | 0.95% | Semi-Annual | 2.39%
Quarterly 0.24% | Quarterly 0.95% | Quarterly 2.38%
Monthly 0.24% | Monthly 0.95% { Monthly 2.38%
November Annual 0.22% | Annual 0.89% | Annual 2.40%
2012 Semi-Annual | 0.22% | Semi-Annual | 0.89% | Semi-Annual | 2.39%
Quarterly 0.22% | Quarterly 0.89% | Quarterly 2.38%
Monthly 0.22% Monthly 0.89% Monthly 2.38%

LISI would like to add to our THANK YOU list the following at Gassman
Law Associates for these terrific charts:

Christopher Denicolo, J.D., LL.M. & Kenneth J. Crotty, J.D., LLM.
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ANNUAL GIFTING WITH 30% VALUATION
DISCOUNT AND 6% GROWTH ASSUMPTIONS

Contact Gassman Law Associates, P.A. for Excel spreadsheets that can be modified.

Set 1 - $14,000 Annual Exclusion, 30% Discount
A. 10 Years of Gifting Followed by Growth Thereafter
B. 20 Years of Gifting Followed by Growth Thereafter

C. Initial Reportable Gift of $214,000 Followed by 9 Years of $14,000 Gifting -and
Growth Thereafter ,

Set 2 - $28,000 Annual Exclusion, 30% Discount
A. 10 Years of Gifting Followed by Growth Thereafter
B. 20 Years of Gifting Followed by Growth Thereafter

C. Initial Reportable Gift of $228,000 Followed by 9 Years of $28,000 Gifting and
Growth Thereafter

Set 3 - $42,000 Annual Exclusion, 30% Discount
A. 10 Years of Gifting Followed by Growth Thereafter
B. 20 Years of Gifting Followed by Growth Thereafter

C. Initial Reportable Gift of $242,000 Followed by 9 Years of $42,000 Gifting and
Growth Thereafter

Set 4 - $56,000 Annual Exclusion, 30% Discount
A, 10 Years of Gifting Followed by Growth Thereafter
B. 20 Years of Gifting Followed by Growth Thereafter

C. Initial Reportable Gift of $256,000 Followed by 9 Years of $56,000 Gifting and
Growth Thereafter



Set 5 - $70,000 Annual Exclusion, 30% Discount
A. 10 Years of Gifting Followed by Growth Thereafter
B. 20 Years of Gifting Followed by Growth Thereafter

C. Initial Reportable Gift of $270,000 Followed by 9 Years of $70,000 Gifting and
Growth Thereafter

Set 6 - $84,000 Annual Exclusion, 30% Discount
A. 10 Years of Gifting Followed by Growth Thereafter
B. 20 Years of Gifting Followed by Growth Thereafter

C. Initial Reportable Gift of $284,000 Followed by 9 Years of $84,000 Gifting and
Growth Thereafter

JAA\AAA MAINTENANCE LISTS\AAA Conference Room Memos\OLD VERSIONS OF ARTICLES\TOC Annual Gifting.1.wpd
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