
Private Annuity 10/19/2022

Transfer Date: 10/2022
§7520 Rate: 4.00%
FMV of Property: $100,000.00
Client's Basis: $10,000.00
Payment Period: Annual
Payment Timing: End
Number of Annuitants: 2
Age(s): 65, 62
Deferral Period (in Years): 0
Growth of Payments: 0.00%
Apply Proposed Regulations (REG-141901-05)?: No
Annuity Payments From a Trust?: No
Mortality Table: 2010CM

Annuity Factor: 15.4510
Payout Frequency Factor: 1.0000
Initial Annual Payout: $6,472.07

Joint Life Expectancy (Age 65 and 62): 26.5 Years
Reg. 1.72-5(a)(2) Life Exp. Adj. Factor: -0.5
Adjusted Joint Life Expectancy: 26.0

Initial Annuity Payment Breakdown
Tax-Free Portion: $384.62
Capital Gain Portion: $3,461.54
Ordinary Income Portion: $2,625.91
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Private Annuity 10/19/2022

Tax Breakdown of Payments to Seller

40.57%

5.94%

53.48%

$2,625.91 Ordinary Income $384.62 Tax-Free $3,461.54 Capital Gain
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10/19/2022

Private Annuity

This calculation determines the annual payment for a "private annuity." It also calculates the tax-free portion of each
payment, the portion that qualifies for capital gains treatment, and the portion reportable as ordinary income. 

Under a private annuity, an agreement is signed. That document requires one party (the transferor-annuitant) to transfer
ownership of property to another party (the transferee-buyer). In return, the transferee-buyer makes periodic (typically
monthly, quarterly, semi-annual, or annual) payments to the transferor for a specified period (usually the lifetime of the
transferor or the transferor and transferor's spouse).

The private annuity is a useful tool for an individual who wants to spread gain from a highly appreciated asset over his or her
life expectancy.

The private annuity is also as a useful federal estate tax saving tool because, by design, payments end when the transferor
dies and the entire value of the asset sold is immediately removed from the transferor's gross estate. In other words, there
is no estate tax in the transferor's estate from the transferred property - because it belongs to the buyer from the moment
the private annuity document is signed.

Another advantage is that the private annuity allows someone who owns non-income-producing property to make that
property productive.

The ideal transferor/payor situation is one that meets the following criteria:
· The transferor is in a high estate tax bracket or has no marital deduction.
· The property is capable of producing at least some income and/or is appreciating rapidly. 
· The payor is capable of - at least in part - paying the promised amounts.
· The parties trust each other (the private annuity must be unsecured).
· The transferor has other assets and sources of income.
· The transferor has less than a normal life expectancy. (This makes the arrangement more of a "bargain"

for the buyer)
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