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today, high-income earners face a top fed-
eral income tax rate of 39.6% — 43.4% 
if they’re subject to the 3.8% surtax 

on net investment income (NII). And the top 
tax rate for long-term capital gains is 23.8%, 
including the NII tax.

One strategy for easing this tax burden is to trans-
fer income-producing or capital assets to children, 
parents or other family members in lower tax 
brackets. Such a move can be particularly effec-
tive if your loved ones can take advantage of the 
0% capital gains tax rate for taxpayers in the two 
lowest (10% and 15%) tax brackets. The “kiddie 
tax” eliminates these benefits in many cases, but 
income shifting continues to offer significant tax 
savings under the right circumstances.

work around the kiddie tax

For many years, parents saved taxes by trans-
ferring stock or other investments to a child’s 
custodial account, where income and capital 

gains would be taxed at the child’s lower rate. 
Congress enacted the kiddie tax to curb this 
practice. Currently, a child’s investment income 
in excess of $2,100 is taxed at the parents’ 
rate when the child is: 

n  Under the age of 18 at the end of the 
tax year,

n  Age 18 at the end of the tax year, with 
earned income (such as wages from a job) 
that doesn’t exceed half of the child’s  
support needs, or

n  A full-time student over 18 and under 24 
at the end of the tax year, with earned 
income that doesn’t exceed half of the 
child’s support needs.

The tax doesn’t apply to children who are 
married filing jointly.

The kiddie tax essentially eliminates the  
benefits of income shifting for children under 

How to shift income to family 
members and save money
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are taxes trapped in your trust?

Individuals with nongrantor trusts often try to reduce their tax bills by distributing trust 
income to beneficiaries in lower tax brackets. Generally, trusts are subject to tax only on 
their undistributed income, while income distributed to a beneficiary is taxed to the  
beneficiaries at their marginal rates. 

But trust accounting rules limit distributions to distributable net income, which typically 
includes dividends and interest but excludes capital gains. As a result, capital gains are 
trapped in the trust and may be taxed at rates as high as 23.8%. 

Is there any way to liberate trust capital gains? Depending on applicable state law and the 
terms of the trust document, it may be possible to include capital gains in distributable net 
income, either by amending the trust or through an exercise of trustee discretion. Talk to 
your tax or estate planning advisor to learn whether this is an option in your situation.



18, but tax-saving 
opportunities remain 
for older children. You 
might still consider it if 
your kids are between 
18 to 23 and their 
earned income exceeds 
half of their support 
needs or if they’re 
between 19 to 23 and 
are part-time students  
or nonstudents.

Suppose, for example, 
that your daughter is 
20 at the end of the 
year, is a full-time col-
lege student and earns 
more than half of her 
support needs from a 
part-time job. The kid-
die tax doesn’t apply, so you give her $30,000 
worth of stock that you purchased for $15,000. 
Assuming her taxable income is $20,000, she 
can sell the stock tax-free at the federal level. 
That’s because, even after adding the $15,000 
gain to her taxable income, she’s still in the 
15% tax bracket.

look to your parents

Transferring assets to your parents can be a 
great way to take advantage of lower tax rates 
without worrying about the kiddie tax. Suppose 
you own stock that you originally purchased 
for $50,000 but whose value has grown to 
$250,000. Assuming that you’re subject to the 
NII tax, selling the stock would trigger $47,600 
in federal taxes (23.8% × $200,000). 

Transferring the stock to your elderly parents 
can save taxes in two ways. First, if your par-
ents are in a lower income tax bracket than 
you, they’ll pay less tax on any dividend income 
the stock generates. Second, if you give your 
parents the stock with the understanding that 

it will come back to you as part of their estate 
plan, you’ll avoid taxes on the capital gain. 

Let’s say you give the stock to your father. 
Five years later, when its value has grown to 
$325,000, he dies and you inherit the stock. 
Your basis in the stock is “stepped up” from 
$50,000 to $325,000 (its date-of-death value), 
so you can sell it without any capital gains tax 
liability. Had you held the stock yourself for five 
years, you’d owe $65,450 in taxes on the gain 
(23.8% × $275,000). A caveat: This strategy 
increases taxable estates, and may also repre-
sent a reportable taxable gift.

reduce your tax bill

These are just a few examples of the ways 
income shifting can lower your family’s over-
all tax liability. It’s important to keep in mind 
that to evaluate the benefits of income-shifting 
strategies you must also consider any poten-
tial gift or estate tax liability, as well as state 
income taxes. Consult with your tax advisor to 
identify appropriate strategies for taking advan-
tage of your loved ones’ lower tax rates. n
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for many people, a significant 
part of the estate planning pro-
cess is deciding how (and how 

much) they want to leave to charity. 
Charitable remainder trusts (CRTs) 
and charitable lead trusts (CLTs) can 
help individuals achieve such goals 
and benefit family members. For 
this reason, they’re known as split-
interest trusts.

minimizing capital gains tax

CRTs provide noncharitable ben-
eficiaries with exclusive rights to 
specific distributions until their 
interests have terminated. At that 
time, charitable beneficiaries receive 
the remainder — the assets left over 
in the trust. This tool can be par-
ticularly useful if you want to divest 
yourself of a highly appreciated asset to diver-
sify your portfolio but are concerned about the 
capital gains tax. 

Here’s how it typically works: You create a  
CRT, name yourself the noncharitable  
beneficiary and transfer the appreciated asset 
to the trust. Then, the CRT can sell the asset 
(tax-free to the trust as a tax-exempt entity) and 
use the proceeds to purchase diverse, income-
producing assets. You can receive annual pay-
ments from the trust for a specified period of 
up to 20 years or for your lifetime, increasing 
your cash flow. 

A portion of each payment may be taxable to 
you based on the income earned or capital 
gains recognized by the trust. You might, for 
instance, have capital gains income attributable 
to the sale of the highly appreciated shares you 

transferred to the trust. But the gain you  
report will be spread out and taxed to you  
only as you receive payments. Plus, you’ll  
enjoy a partial but immediate income tax 
charitable deduction when you create the trust, 
calculated as the present value of the charity’s 
remainder interest.

If you’re worried that there won’t be enough 
assets in your estate for your heirs to receive 
the inheritances you intended, should you die 
early in the CRT’s existence, there are two 
potential solutions: 

1.  Set the CRT term for a specific number of
years (rather than your lifetime) and name
your heirs as contingent beneficiaries, or

2.  Purchase a life insurance policy to make
up for the shortfall your heirs might
experience.
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Finally, keep in mind that you can name  
someone other than yourself as noncharitable 
beneficiary or set up the trust to be funded at 
your death. However, the tax consequences will 
be different.

reversing the timing

CLTs reverse the timing of when charitable 
and noncharitable beneficiaries receive distri-
butions. The charitable beneficiaries receive 
the initial distributions and the noncharitable 
beneficiaries receive the remainder. A CLT can 
be useful when an asset generates substantial 
income every year, you don’t need the income 
and you wish to eventually pass the asset to 
your heirs. 

The CLT generates an income stream for the 
charity during the trust term, and at your  
death — or the end of the CLT term if you’ve 
set it for a specific number of years — the 
asset passes to your family. If structured as a 
grantor trust, the trust is essentially disregarded 

for income tax purposes, and a CLT then works 
similarly to a CRT in that you receive an imme-
diate income tax deduction on the transfer of 
assets into the trust. But in subsequent years, 
the income generated by the CLT will be tax-
able to you. If you don’t structure it as a grantor 
trust, the CLT income won’t be taxable to you, 
but you also won’t get an income tax deduction 
when you fund the trust. 

Unlike a CRT with you as the noncharitable 
beneficiary, a CLT has a gift tax component, 
which is calculated based on the present  
value of the noncharitable beneficiary’s  
remainder interest. As with CRTs, CLTs can 
also be funded at your death, with different  
tax consequences.

asking for advice

Whatever your estate plans, professional advice 
will be essential. If you’re considering a CRT or 
CLT, talk it over with your advisors. n

the rush and bustle of the holidays are 
finally over and your life is probably get-
ting back to normal. If greater financial 

stability is one of your New Year’s resolutions, 
you probably can benefit from a financial 
checkup this January. Here’s how to assess 
your net worth, investments, insurance coverage 
and financial goals.

what you own, what you owe

Any assessment of your personal finances 
should begin with your net worth. To calculate 

this important figure, you need to create a net 
worth statement. Having information such as 
this on hand will help you visualize where your 
finances stand and see whether you’re in dan-
ger of straying from your financial goals. 

What’s your net worth? Simply put, it’s the 
value of what you own, minus what you owe. 
Calculate your net worth by adding all of your 
assets, including cash, retirement funds, invest-
ment account balances, personal property, and 
real estate and other fixed assets.
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Then subtract your liabilities, including mort-
gages, other loans and lines of credit, credit 
card balances, and taxes due. What’s left is 
your net worth, and seeing this number on 
paper (or your computer screen) can put into 
perspective just how you’re spending your 
money and whether you might be able to do 
more to grow your savings.

protecting what’s valuable

Another key area to reconsider is your insur-
ance coverage. Many people have seen their 
home values rise recently, which may call for 
an upward adjustment in homeowners coverage. 
Also look into coverage for any major purchases, 
such as valuable jewelry, you’ve made since you 
last updated your homeowners policy. And while 
you may not have needed an umbrella policy in 
the past, higher net worth and increased risk 
(such as a teenage son or daughter starting to 
drive) provide good reason to take another look 
at this type of coverage.  

As for life insurance, determine if you have 
enough. Your insurance professional can help 
you decide what, given such factors as your 
income and family responsibilities, you need 
and what it will cost. 

making employee benefits work for you

Once settled into a job, many people lose  
sight of their employer-provided benefits.  
Check in on them. Your W-4 withholding status, 
for example, may need revising if you’ve gotten 
married, had a child or experienced some other 
kind of significant life change. You might also 
want to change a beneficiary for your employer-
sponsored retirement plan.

Speaking of your employer-sponsored  
retirement account — check your deferral 
amount to ensure you’re not putting away too 
little. If, for example, your employer matches 
employee 401(k) contributions up to a certain 
percentage, you should defer at least that much 
of your income. Otherwise, you’re turning down 
free money.

And if you haven’t done so recently, review  
your retirement investment portfolio’s alloca-
tions. If certain securities or asset classes did 
disproportionately well — or poorly — in 2016, 
your portfolio may no longer match your ideal 
risk/return profile. 

Finally, review contributions to your Flexible 
Spending Account or Health Savings Account 
(if you have them). Because contributions are 
pretax, they don’t reduce your take-home pay 
by the full amount of the contribution.

start the year right

Most everyone makes a few New Year’s reso-
lutions; one of yours should be to revise your 
wealth management plan if necessary. And the 
first step is to assess your financial standing. 
Your financial advisor can help you determine 
your best course of action. n
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according to the National Association 
of Unclaimed Property Administrators 
(NAUPA), state unclaimed property  

programs are holding nearly $42 billion in 
assets, just waiting to be claimed by their  
rightful owners. Could some of it be yours? 
The answer may be a few clicks away.

digging for treasure

Unclaimed property generally refers to financial 
assets being held for owners who haven’t been 
found. Examples include:

n Financial accounts,

n Stocks and bonds,

n Uncashed dividend and payroll checks,

n Tax refunds,

n Trust distributions,

n  Traveler’s checks, unredeemed money 
orders and gift certificates,

n Insurance payments, refunds or policies,

n Utility and rent security deposits,

n Mineral royalty payments, and

n Safe deposit box contents.

State unclaimed property programs require asset 
holders to turn them over to the state if they 
lose contact with the owner. In some cases, the 
state sells stocks or bonds — or auctions off the 
contents of safe deposit boxes — and holds the 
proceeds for the owner. There are also several 
federal programs that hold unclaimed property, 
such as tax refunds, pension or veterans’ ben-
efits, insured deposits from failed financial insti-
tutions and unredeemed savings bonds.

consulting the map

How do you find out whether you own unclaimed 
property or whether you’re entitled to such prop-
erty as the heir of a deceased owner? Start by 
searching databases maintained by the state or 
states where you live and work, as well as states 
where you (or a deceased relative) previously 
lived and worked. Unclaimed property is sent to 
the state of the owner’s last known address.

Most states participate in MissingMoney.com, a 
national unclaimed property database that you 
can search free of charge. For states that don’t 
participate in this database, you can find links 
to every state’s unclaimed property database on 
the NAUPA’s website at unclaimed.org. There’s 
no centralized database for federal unclaimed 
property, but you can find links to the relevant 
federal programs on the NAUPA’s site.

staking a claim

If you discover unclaimed property in your name, 
follow the instructions on the website where you 
found it. Typically, you’ll need to provide proof of 
ownership or, in the case of a deceased owner, 
a death certificate and proof that you’re entitled 
to the assets (such as a will). Finally, be wary of 
companies that offer to locate and obtain property 
for a fee. Some of these offers are scams. But 
even if they’re legitimate, in most cases you can 
find and claim assets yourself for free or by  
paying a nominal handling fee. n

is there unclaimed property 
with your name on it?



Kaneski Associates Financial & Insurance Services has over 50 years 
combined experience serving over 700 physicians and other medical 
professionals. Focused on the healthcare community, Steve and his 
associates help clients establish a strong foundation for managing 
assets and setting financial goals. 

Kaneski Associates promotes a time-honored message of 
diversification and an awareness of how to coordinate and integrate diverse 
financial issues to achieve the most productive results during working life, 
through retirement, and on to the next generation. 

Our financial workshops are designed to educate you on: setting goals for retirement, preserving wealth, tax favored investing, 
asset allocation, investment diversification and estate planning. 

Saving & Investing 20/20 
Learn how to set personal financial goals effectively, and how to work toward those goals 

Tax-Favored Investing 
Review what drives tax rates and the future implications of possible increases to a financial plan 

Sound Investing for the 21st Century 
Discuss investment strategy during these turbulent times 

Wills, Trusts and Estate Planning 
Catered to anyone interested in protecting his or her assets from unnecessary loss due to incapacity or death 

Estate Planning II: Advanced Planning 
Providing advanced and new ideas on how to protect your estate from losses due to incapacity or death 

Steven R. Kaneski is a Registered Representative offering securities through NYLIFE Securities LLC, Member FINRA/SIPC, a Licensed Insurance Agency, 2999 
Douglas Blvd, Ste 340, Roseville, CA 95661. Kaneski Associates Financial & Insurance Services is not owned or operated by NYLIFE Securities LLC or its 

affiliates. Kaneski Associates Financial & Insurance Services, as well as its affiliates, do not provide tax, legal, or accounting advice.

2999 Douglas Blvd., Ste. 340 Roseville, CA 95661 
(916) 774-6250           www.kaneskiassociates.com
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• 28 Years in Financial Services Industry
• Serving 3rd Consecutive Term as Chairman of the Advisory Board of Directors with New

York Life Insurance Company (NYLI	  C)
• Member, New York Life’s Chairman’s Cabinet, 2016
• Lifetime Member, Top of the Table of the Million Dollar Round Table (MDRT)
• Member Agent, The Nautilus Group, an exclusive planning services for top performing

agents of NYLIC
• Registered Representative with NYLIFE Securities LLC

*MDRT is recognized throughout the industry as the standard of excellence in life insurance sales performance




