Federal Tax Treatment of Capital Gains Income

Tax Year 2001

A. Holding Period

Short-Term:

One Year or Less

Long-Term:

Over One Year

B. Taxation

· Net short-term capital gains are taxed at the same rate as ordinary income

· Generally, net long-term capital gains are taxed at a maximum rate of:

· 20%, or

· 10%, if the gain would otherwise be taxed at a rate less than 25% if it  were ordinary income

· Exceptions:

· unrecaptured section 1250 gain is taxed at a maximum rate of 25%;

· gain from collectibles is taxed at a maximum rate of 28%;

· for tax years beginning after December 31, 2000, gain from property held more than 5 years is taxes at:

·   8%, if it would otherwise be taxed at 10%; and

· 18%, if it would otherwise be taxed at 20%.

C. Deduction for Net Capital Losses

A capital loss may be deducted only to the extent of capital gains plus (if the losses exceed the gains) the lesser of:

· $3,000; or

· the excess of losses over gains
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