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Tax Rates and Brackets Unchanged 
The changes brought about by the American Taxpayer Relief Act of 2012 (“ATRA”) continue to apply for 
2014 and 2015.  For 2014 and 2015, the top marginal income tax rate remains 39.6% on taxable income 
above the thresholds listed in the below chart based on filing status.  The top rate for long-term capital 
gains and qualified dividends remains at 20%. 

 
The net investment income tax (“NIIT”) also remains in effect for 2014 and 2015.  NIIT of 3.8%, effective 
for years beginning after December 31, 2012, was put in place through the collaboration of the Health 
Care and Education Reconciliation Act of 2010 and the Patient Protection and Affordable Care Act.  NIIT 
applies to the net investment income of individuals with modified AGI that exceeds $200,000 for single 
filers and $250,000 for married filing jointly.  The chart below summarizes income subject to and exempt 
from the NIIT.   



 

 

 

 

Income subject to NIIT Income exempt from NIIT 
Dividends Wages 
Taxable interest Self-employment income 
Gain from sale of investments Active business income 
Annuity income Gain from sale of active business 
Passive royalty income Tax exempt interest  
Rents Active royalty 
Other passive income Retirement plan distributions 
 

The limitation on itemized deductions (often referred to as “phaseout of itemized deductions”) was 
reinstated by ATRA and remains in effect for 2014 and 2015.  For taxpayers subject to the phaseout, the 
total of their itemized deductions is reduced by the smaller of 3% of the amount by which their adjusted 
gross income (“AGI”) exceeds the threshold amount or 80% of total itemized deductions.   

The personal exemption phaseout was also reinstated by ATRA and remains in effect for 2014 and 2015.  
Under this phaseout, the total amount of exemptions that can be claimed is reduced by 2% for each 
$2,500 by which AGI exceeds the applicable threshold.  The personal exemption amount is $3,950 in 2014 
and $4,000 in 2015. 

The net impact of these phaseouts is an increase of approximately 1% in the effective marginal tax rates 
for taxpayers in the upper brackets. 

Planning Opportunities 
In light of the above noted landscape, in order to minimize your tax bill for 2014 and to plan for future 
liabilities, consider the following strategies: 

• Consider deferring or accelerating income and deductions depending on your 2014 versus 2015 
tax brackets.  Certain deductions, like state taxes and real estate taxes (for those taxpayers not 
subject to alternative minimum tax (“AMT”)), can be paid and deducted in the current year even if 
they are due next year.   

• Utilize your tax losses efficiently by offsetting them against capital gains where appropriate at 
year end.  Where your capital losses exceed capital gains, they can offset up to $3,000 of other 
income. 

• Maximize contributions to qualified retirement plans to reduce exposure to both regular tax and 
NIIT.   

• Consider investments in annuities and life insurance to defer or even eliminate both regular tax 
and NIIT.   

• Consider the tax advantages of investing in municipal bonds versus corporate bonds. 
• Alternative minimum tax planning:  

 

o If you anticipate being subject to AMT in 2014 but perhaps not in 2015, consider whether 
you might accelerate ordinary income into 2014 that equalizes your regular tax to your 
AMT tax.  Also consider deferring deductions (property taxes, state income taxes) that 
would not provide any tax benefit in the current year but might result in a tax benefit next 
year. 



 

 

 
 

o If you do not anticipate being subject to AMT in 2014, consider whether you should 
accelerate the types of income that  that ordinarily have negative AMT consequences 
such as incentive stock options.  Also consider accelerating deductions (such as real  
estate tax payment or state tax payments) that would not provide the same benefit in a 
year where you would be subject to AMT. 

o Plan in 2014 to potentially reduce 2015 exposure.  Did you have capital gains in 2014 for 
which a large state tax liability would be paid in 2015 causing you to be in or deeper in 
AMT?   Consider prepaying all or a portion of the state tax in 2014 to minimize AMT 
exposure. 

• Consider transferring income producing assets to family members in a lower income tax bracket.   
• Consider charitable planning at year-end.  A higher tax environment oftentimes leads to lower 

out-of-pocket costs for gifts to charity because of the higher tax savings.  Consider outright gifts, a 
donor advised fund, a private foundation and/or charitable trusts.  Also, consider donation of 
appreciated stock versus cash.  Use of appreciated stock may help you avoid tax on the built-in 
gain in the stock while at the same time maximizing your charitable deduction. 

 

Advantages of Donating Appreciated Stock vs. Cash 

 Donating appreciated stock to 
charity 

Donating cash to charity 

 Defer capital gain 

• Charitable Remainder Trust 
• Charitable Lead Trust 

No capital gain 

• Directly to charitable institution 
• Donor advised fund 
• Private foundation 

No capital gain benefit 

 Example: $1 million gift of stock 
with zero basis 

Example: $1 million gift of 
cash 

Charitable gift $1,000,000 $1,000,000 

Embedded capital gains 
tax liability (23.8%) 

(238,000) (0) 

Income tax benefit (335,333) (335,333) 

Out-of-pocket cost of 
charitable gift 

$426,667* $664,667* 

* Assumes AGI of $5 million.  Analysis also includes impact of itemized deduction phaseout reinstated in 2013.  



 

 

 

 
Disclosure 
 
CTC | myCFO is a brand delivering family office services and investment advisory services through CTC myCFO, 
LLC, an investment adviser registered with the U.S. Securities and Exchange Commission, a Commodity Pool 
Operator and a Commodity Trading Adviser registered with the Commodity Futures Trading Commission ("CFTC"), 
and a member of the National Futures Association ("NFA"); trust, deposit and loan products and services through 
BMO Harris Bank N.A., a national bank with trust powers; and trust services through BMO Delaware Trust Company, 
a Delaware limited purpose trust company.  BMO Delaware Trust Company offers trust services only, does not offer 
depository, financing or other banking products, and is not FDIC insured.  Not all products and services are available 
in every state and/or location.  Family Office Services are not fiduciary services and are not subject to the Investment 
Advisors Act of 1940 or the rules promulgated thereunder.  Investment products and services:  ARE NOT A 
DEPOSIT – NOT INSURED BY THE FDIC OR ANY FEDERAL GOVERNMENT AGENCY – NOT GUARANTEED 
BY ANY BANK – MAY LOSE VALUE. 

This presentation is for informational purposes only.  The information provided is for the client’s use and not to be 
considered as recommendations. Any discussions of specific securities or strategies are for information purposes 
only and should not be considered investment advice.  Information has been obtained from sources we consider to 
be reliable, but we cannot guarantee the accuracy. 
 
This presentation does not constitute an offer to sell or a solicitation to buy any security or investment product.  Any 
offer to sell or solicitation to buy an interest in any private security, investment product or fund may only be made by 
receiving a confidential private offering memorandum, prospectus, investment advisory agreement or similar 
document from the investment manager, which describes the material terms and various considerations and risks 
relating to such security, investment product or fund.  
 
These materials are confidential and proprietary to CTC myCFO, LLC and provided solely for the use and benefit of 
the client or prospective client of CTC myCFO, LLC.  
 
This information cannot be used by any taxpayer for the purpose of avoiding tax penalties that may be imposed on 
the taxpayer. This information is being used to support the promotion or marketing of the planning strategies 
discussed herein. CTC | myCFO and its affiliates do not provide legal advice to clients. You should review your 
particular circumstances with your independent legal and tax advisors.  
 

 


