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 Here’s a Night and 
Day Difference 

Comparing Monty’s 
services with other 
CPA’s is like night and 
day.  I feel more 
informed and trust his 

numbers more.  I had an idea of what I wanted 
to do with my money, and he confirmed that I 
was on the right track.    Monty’s help gave 
me great relief during tax season because his 
integrity was there. 
 

Montgomery Taylor and Company has good 
tax accountants.  He is trustworthy and 
accurate.  I think Monty has thought-out his 
services thoroughly.  And he’s willing to work 
with you. 
 

Linda Dorman, Retired Teacher, Rohnert Park 
 

 
�

� � � � � � � � � 	 
 � � � � � 
 � � � � � � � � � � � � � � � �
� � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � �

� � � � � � � � � � � � �

���! ""��#$�����
����%�����!��%��& �
�

 

 
 



3 MONTGOMERY TAYLOR �  707.576-8700 �  WWW.TAXWISEADVISOR.COM 

 
Estate Tax Change 

Could Cause 
Enormous 

Nightmares to Those 
Who Aren’t Paying 

Attention 
 

There is good news and bad 
news about having no estate tax this year. The 
good news is obvious: no estate tax. 
 

But the bad news is that there is no longer a step-
up in basis for property with unrealized capital 
gains. This means that some heirs could pay more 
tax this year than if the estate tax were still in 
force. The previous step-up in basis on inherited 
property meant that heirs used as their cost basis 
the market value of the property at the time they 
received it. 
 

Without the step-up and without the estate tax, 
unrealized gains on property aren’t taxed on the 
death of the person making the bequest but 
instead at the time when inheritors—who assume 
the original owner’s cost basis—sell the property. 
In other words, only when heirs sell the property 
are capital gains triggered. 
 

This change could cause enormous nightmares as 
heirs try to reconstruct and document the cost 
basis of inherited property. There is some comfort:  
in 2010, the government allows a $1.3 million 
step-up of unrealized appreciation to heirs and an 
additional $3 million if the inheritor is the spouse. 
 

Who can be hurt?  Although wealth has always 
transferred from spouse to spouse without being 
subject to estate tax, the same won’t be true for 
property that is inherited in 2010, which will be 
subject to capital gains taxes if it has high 
amounts of unrealized gain. Children receiving 

property with unrealized 
gains exceeding the 
allowance will face a new 
calculus on what to do with 
inherited shares. 
 

To reflect the temporary 
elimination of the federal 
estate tax and the risk that 
money won’t be distributed 
as intended, most wills 
need to be amended . 
 

 Wills for most sizable estates are set to distribute 
property among heirs with reference to amounts 
allowed under estate laws or generation-skipping 
tax provisions that (for this year, at least) don’t 
exist. All of your estate planning documents 
should be reviewed. 
 

As an example , to maximize wealth transfer 
under the old rules, many wills were constructed 
to leave the maximum allowable amounts to the 
next generation without triggering the estate tax. 
After that, everything else goes to the spouse free 
of estate tax. 
 

Using that methodology in 2010 could cause all 
the wealth to go to the next generation, with 
nothing for the spouse – certainly not what was 
intended. That is why anyone with a sizeable 
estate should check with his or her attorney to 
make sure that the necessary provisions are in 
place. 
 

Aside from trying to die between now and 
December 31, are there ways to take advantage 
of this unique year? First, considering that the old 
law may be put back in place retroactively, don’t 
do anything you would not have done under the 
old law, or make sure that whatever you do is 
reversible. One thing you may consider is giving a 
gift. This year, the tax rate on gifts stands at 35%, 
down significantly from last year’s 45% and 
sharply below the 55% rate that is scheduled to 
kick in next year. 
 

Additionally, there is no generation-skipping 
transfer tax in 2010. When that tax comes back in 
2011, money gifted to grandchildren or 
descendants further down the line is scheduled to 
be taxed at a rate that is a tad below 80%. By that 
standard, 2010’s 
35% gift tax looks 
like a bargain.  
 

While the old law 
could be reinstated 
by the legislature, 
given the current 
political climate the 
possibility certainly 
exists that the new 
law will hold and we 
won’t have an estate 
tax in 2010.  
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Tax News You Can Use… 
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Tax News You Can Use (continued)… 
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When Debbie opened her first 
store, she put it in a good location 
in a busy downtown shopping 
mall surrounded by high-rise 
office towers, with lots of foot 
traffic all day long. She assumed that “organic search” 
assisted by good signage and location would bring 
plenty of customers in, and she put all her money--and, 
against her husband’s wishes, a mortgage on her 
house-– where her assumptions were. Then she went 
there, baked great cookies, and waited. And by halfway 
through Day 1, with hardly any cookies sold, she 
decided waiting wasn’t gonna cut it. To her credit, she 
loaded up a tray with hot from the oven cookies, put on 
a big smile, went out to the mall and the street where 
the people were, and pushed cookies. And dragged in 
customers. Had she not, there never would have been 
a Mrs. Fields Cookies empire. 
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If you’ve flown out of the 
Charles Schultz Airport on 
Horizon Air, you’ve probably 
tasted a Jones Soda. The 
Jones Soda Company was 
founded by Peter van Stolk. His 
pure cane sodas are now sold 
at Wal-Mart and Starbucks, but 

he started out peddling them through small ski shops 
and skateboard stores – as the soda for the cool kids. 
While forced to start with alternative retail outlets, where 
at the time (the late 90’s) beverages were not sold, van 
Stolk quickly embraced it as strategy: “We actually went 
after places where enthusiasts gathered and people 
were passionate” – a necessity for building a brand by 
word of mouth. Even though merchandising a product 
requiring retail distribution, i.e. sales through others, 
van Stolk encouraged and sustained direct relationship 
with the end-user customers via a popular web site, 
offering opportunities to buy as few as a dozen bottles 
of soda with the labels customized with your own photo, 
and producing new flavors suggested by customers. 
The most important part of this entrepreneur’s thinking 
is summarized in his statement: “I started with the 
concept that the world doesn’t need another soda.” 
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The urban myth that Michael Dell ingeniously set out to 
directly market made-to-order 
computers to consumers via 
mail-order and the internet is 
exposed in the book ‘Billion 
Dollar Lessons.’ Truth is, direct 
marketing was his desperate 
Plan-B, when he failed at 
getting any retail distribution.  
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A partial list of famous and successful 
people who have gone through 
bankruptcy: 
·  P.T. Barnum  
·  David Buick (founder, Buick Motors)  

·  Walt Disney   
·  James Folger (founder, Folgers 
Coffee)   
·  Henry Ford  
· Conrad Hilton  
·  J.C. Penney  
·  Sam Walton  

·  William Fox (founder, 20th Century Fox 
Film Corp.)  
·  H.J. Heinz  
·  Frank Lloyd Wright  
 

The incredible commonality among 
successful entrepreneurs is having been 
broke or formerly gone through 

bankruptcy. There are reasons:  For one thing, 
entrepreneurial success and wealth creation, as well as 
wealth attraction, require a willingness to risk and 
experience failure and the emotional resiliency to 
recover from it quickly, decisively, passionately, and 
persistently.  
 

Hardly anybody gets to 
success via a straight line. 
(You don’t actually think and 
grow rich.) They achieve 
success by getting over the 
fear of failure, getting up 
each morning, putting on 
their work boots and doing 
more than the next guy.  
 

 


