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Work Money A COUPLE CONCERNED

ABOUT TAX LIABILITY IN

THEIR ESTATE PLANNING.
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MONEY MATTERS

With the New Year comes a
major national and state elec-
tion cycle that is predictable in
perhaps just one way: What
happens in North Carolina will
get a lot of attention.
Statewide, Republicans wield

the most influence they have
held since the post-Civil War
Reconstruction era. Yet, the
state is up for grabs at the presi-
dential level, having narrowly
gone to Barack Obama in 2008
before slipping back to Mitt
Romney in 2012.
North Carolina’s status, politi-

cally, as one of America’s most
closely divided states is appar-
ent as well in ongoing national
press coverage about heated
battles here over health care
funding, voting rights, tax policy
and other issues.
But most of that coverage

doesn’t truly offer an in-depth
look at how we got to where are
in our state’s politics – and, even
more importantly, where we
might be going in the decades to
come.
For that, we have East Car-

olina University political science
professor Tom Eamon. If you
want to head to the polls this fall
deeply informed about the com-
plex forces that have shaped our
government since the 1940s,
now’s the time to read his
groundbreaking book “The
Making of a Southern
Democracy: North Carolina
Politics from Kerr Scott to Pat
McCrory.”
The book, released two years

ago by UNC Press, has staying
power – much like Eamon, a Tar
Heel native who holds master’s
and doctorate degrees from
UNC-Chapel Hill and has taught
at ECU for four decades. Eamon
is as reluctant as anyone to
make predictions about this
November’s elections. But he
can help us make sense of the
bigger picture.
First, if it feels like we’re liv-

ing through some exceptionally
divisive times, it’s because we
are – even by historical stan-
dards. “From a long-term stand-
point,” Eamon writes, “this
period may be most remem-
bered for the extent of the po-
larization and downright hostil-
ity between the two political

East Carolina professor Tom
Eamon’s “The Making of a
Southern Democracy: North
Carolina Politics from Kerr Scott
to Pat McCrory“ is a pre-election
must read.
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AT DOING GOOD

History
guides N.C.’s
political
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New arrivals helped turn
N.C. into battleground state
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BY CHRISTOPHER GERGEN
AND STEPHEN MARTIN
Correspondents

which had been widely antici-
pated to be lower, the Oculus
Rift offers evidence that a large
market for virtual reality will
emerge in 2016.
Gaming, an economic fact of

life whose clout has always
pushed display technology
forward, is an obvious illustra-
tion of what can be done with
immersive environments. A
game called Eve: Valkyrie, for
example, ramps up realistic
flight simulation into a space
dogfight with other players who
can join you online – I mention
it because it’s included with the
Oculus Rift. But beyond gam-
ing, we’ll see applications
across the board that affect how
we communicate and go about
our jobs, which is why VR
startups are beginning to pop
out like spring flowers.

EARLY ADOPTERS
But keep in mind that this

emergence toward a new plat-
form is in its infancy. We’re so
early in the process that we
should step back and let the
early adopters filter out what’s
going to survive and what isn’t.
HTC, doubtless still smarting
from its recent fumbles with

T he year’s early buzz
concerns virtual
reality, and particularly
the Oculus Rift device,

which was a hit at the recent
Consumer Electronics Show in
Las Vegas.
We’ve learned that the cost

of the device – a headset unit
whose operations and devel-
opment are now managed by
Facebook – will be $600.
Despite squawks over the tariff,

smartphones, will be bringing
out the HTC Vive Pre, another
virtual reality headset, although
with a front-facing camera that
allows views of the actual world
even as users explore the virtual
one. This last melds with so-
called “augmented reality,”

PHOTOS BY JOHN LOCHER AP

The audience enjoys wearing the Samsung Gear VR goggles at CES International in Las Vegas on Wednesday. Samsung offers Samsung Gear
VR, an inexpensive framework for a Galaxy S6 or Note 5 smartphone which taps into a wraparound, immersive world.

COMPUTERS

Hungry market for
virtual reality could
emerge in 2016
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Technology still in its infancy
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BY PAUL GILSTER
Correspondent

Yining Hou uses the Oculus Rift VR headset at the Oculus booth at
CES International on Wednesday. The $600 tag surprised observers.
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Even though new federal
regulations hold out the promise
of opening up crowdfunding to
the masses, advocates of this
new source of funding for start-
ups and other small businesses
say a state crowdfunding law is

still needed.
The problem, said securities

lawyer Jim Verdonik of Ra-
leigh’s Ward and Smith, is that
“the new federal rules are
flawed in many ways.” Verdo-
nik, who is among those pushing
for a state crowdfunding law,
has self-published a book on
crowdfunding, “Crowdfunding
Opportunities and Challenges.”

New rules
adopted by the
U.S. Securities
and Exchange
Commission in
October, which go
into effect May
16, permit pri-
vately held busi-
nesses to raise up
to $1 million a
year from average
investors, which
previously was
prohibited. The
new rules repre-
sent the final
phase of imple-
menting the Jumpstart Our

Business Startups Act that was
passed by Congress and signed
into law in 2012.
“There is a great deal of en-

thusiasm in the marketplace for
crowdfunding, and I believe
these rules … provide smaller
companies with innovative ways
to raise capital and give in-
vestors the protections they
need,” SEC Chair Mary Jo
White said in a statement issued
when the rules were released.
Until now, federal securities

law limited privately held com-
panies to raising money from
“accredited investors” who
have an annual net income that
exceeds $200,000 or a net
worth in excess of $1 million.
Websites such as Kickstarter

and Indiegogo already offer a
form of crowdfunding, but com-
panies who raise money on
those sites aren’t selling their
backers an ownership stake.

SEE CROWDFUNDING, 2E

SMALL-BUSINESS INVESTING

N.C. crowdfunding advocates
say federal rules not enough
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Federal rules allow private companies to raise up to $1M a year
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Critics say rules too costly for small businesses
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State bills failed to win legislative approval in 2013, 2015
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BY DAVID RANII
dranii@newsobserver.com

White

Verdonik
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Commercial Development Lot

real estate auctions

NC DEAN C. WILLIAMS RE LIC 220266; WILLIAMS & WILLIAMS RE LIC C6474; MONTE W.
LOWDERMAN AUC LIC 7956; WILLIAMS & WILLIAMS AUC LIC 7725

MacAlyson Court off Gregson Dr in White Oak

800.982.0425 • williamsauction.com/NC

CARY, NC • MacAlyson Court off Gregson Dr
Approx 7.67 acre lot in White Oak.
Nominal Opening Bid: $100,000
View land at your convenience during daylight hours.
Auctions: 5:15pm, Wed Jan 20 on site or bid live from
anywhere at auctionnetwork.com

CREEDMOOR, NC
• (1700 E) Lyon Station Rd & Gate 2 Rd
Approx 24.33 acres zoned CD-PUD (rural setting).

Also Auctioning in January
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Legend: Rates effective as of 1/14/16 and may change without notice. All institutions are FDIC or NCUA insured. Rates may change after the account is opened. N/A
means rates are not available or not offered at press time. Yields represent annual percentage yield (APY) paid by participating institutions. Fees may reduce the earnings
on the account. A penalty may be imposed for early withdrawal. Banks, Thrifts and credit unions pay to advertise in this guide which is compiled by Bankrate.com®, a
publication of Bankrate, Inc. © 2016. To appear in this table, call 888-768-4243. To report any inaccuracies, call 888-509-4636. • http://newsobserver.interest.com

VISIBILITY, RESPONSE, RESULTS Call 888-768-4243 for information regarding advertising opportunities
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Q: Q. We have a POD clause
on our savings and check-
ing accounts and a TOD
on our brokerage ac-
counts. We did this to
make funds immediately
available to our two chil-
dren upon our death. Now
we are wondering what
the tax consequences of
this action might be. (Will
they be subject to a gift

tax for amounts over
$14,000 or will the
amounts be added to the
estate total, etc.) We
didn’t check per stirpes
because we weren’t sure
what that meant. If we
want to gift some money
now to our children how
much can we gift without
presenting them with a
tax liability? Hope you can
help us sort through this.
A: A. Just so other readers

know what we are talking
about, the forms you are
referring to allow the
assets in the accounts to
pass to the named bene-
ficiaries and these desig-
nations take precedence
over any estate plans es-
tablished by will or trust.
A POD, or payable on

death, form is used for
accounts held at financial
institutions such savings
and CDs. For brokerage
accounts you would use a
TOD, or transfer on death,
form. The assets trans-
ferred via a POD or TOD
are usually non-probate
transfers. If your accounts
are held jointly, the
named beneficiaries are
entitled to the assets upon
the death of the last sur-
viving account holder.
These are very useful

forms but you need to be
careful that they fit into
your overall estate plan. A
discussion about how
these forms impact your
other estate planning
intentions with the at-
torney that prepared your

will, powers of attorney or
trust documents is strong-
ly advised. If you don’t
have these other docu-
ments you need to get
these in place and coor-
dinate the POD and TOD
designations with the
desires outlined in your
will or trust.
Per stirpes is a term

used to describe how as-
sets should be distributed
if a beneficiary dies. If per
stirpes is designated then
each branch of the dece-
dent’s family will inherit
in equal parts and by way
of representation. Simplis-
tic example: if a bene-
ficiary with two children
dies their share will pass
to their two children. This
may sound like a good

idea but it can get compli-
cated if there are minor
children, special needs
children or spend thrift
children involved. Again, a
discussion with an at-
torney is recommended.
Naming a beneficiary on

these forms is not consid-
ered a gift. Anyone is
allowed to gift up to
$14,000 a year to an in-
dividual without being
required to file a gift tax
return (IRS form 709). If
you are married, you and
your spouse are allowed to
gift up to $28,000 to an
individual. If the gift over
$14,000 comes from only
one spouse, you must both
consent to what the IRS
refers to as “gift splitting.”
The person receiving a

cash gift is not liable for
any tax on the gift even if
it is over $14,000. If they
are gifted an appreciated
asset when they sell the
asset they may owe capital
gains tax. Example: you
gift shares of a stock you
bought for $10 a share
and the value when gifted
is $20, if they sell the
stock, depending on their
tax bracket, they may owe
capital gains tax on the
$10 gain. If you gift above
the annual limit you will
need to file a gift tax re-
turn and this amount will
reduce your lifetime ex-
emption which in 2016 is
$5.45 million.

Holly Nicholson is a
certified financial planner
in Raleigh. She cannot
answer every question.
Reach her at askholly.com
or P.O. Box 97128, Raleigh,
NC 27624

MONEY MATTERS

Couple seeks estate planning advice

BY HOLLY NICHOLSON
Correspondent

but they failed to gain
traction.
Jones is a proponent of

S.B. 481, which was
among last year’s crop of
bills. It would permit
companies to raise up to
$2 million, rather than the
$1 million limit in the
federal rules. It also
wouldn’t require reviewed
or audited financials for
offerings of less than $1
million.
That bill, which is re-

stricted to North Carolina
companies raising money
from North Carolina in-
vestors, could be tweaked
this year in light of an
SEC proposal, not yet
adopted, that was re-
leased in the fall.
That SEC proposal, said

Verdonik, is designed to
facilitate state crowd-
funding laws.
“I personally think it is

kind of an effort by the
SEC to get critics (of the
new rules that take effect
in May) off the SEC’s
back,” Verdonik said.

SLOW TO TAKE OFF
Although crowdfunding

has generated a lot of
media attention and a
wave of supporters, it
hasn’t taken off in states
that have passed laws.
The SEC, citing data

from the North American
Securities Administrators
Association, notes that
from December 2011,
when the first state enact-
ed a crowdfunding law,
through September, just
118 crowdfunding of-
ferings have been filed
with state regulators.
Patel attributes that to

“a lack of awareness” of
the new fundraising pro-
cedure and the fact that,
with many state laws,
“the amount you can raise
just doesn’t make sense
for the amount of hoops
you have to jump
through.”
That said, Patel sees

crowdfunding as the wave
of the future.
“I think if we look into

the long horizon, the idea
of raising money from the
crowd is going to be may-
be the new norm,” he
said. “But it’s not going to
happen overnight.”

David Ranii:
919-829-4877, @dranii

Instead, they offer a re-
ward of some sort – such
as the product whose
development is being
funded or, say, a T-shirt
or dinner with the compa-
ny’s founder.
Attorney Mital Patel of

Raleigh’s Wyrick Robbins
Yates & Ponton refers to
this as “reward crowd-
funding,” as opposed to
the “investment crowd-
funding” enabled by the
SEC rules that permits
companies to sell stock or
debt to investors.
The best things about

the new SEC rules, said
Jon Spinney, co-founder
and CEO of Raleigh
crowdfunding company
Malartu Funds, is that
they show that the federal
government is being
“proactive about using
new technology to provide
financing for companies.”
Malartu has been taking

advantage of a previously
implemented provision of
the federal JOBS Act that
permits startups to solicit
funds online from accred-
ited investors. The new
rules also permit online
solicitation from non-
accredited investors.

FALLING BEHIND
A key problem with the

new rules, said Verdonik,
is that “the expenses of
the offering in many cases
will not be justified by the
amount of money raised.”
For example, depending

on the size of the offering,
the company has to pro-
vide financial statements
that are audited or re-
viewed by an independent
accountant. That’s a sig-
nificant expense for a
startup or small business.
It behooves North Car-

olina to follow more than
two dozen states that have
passed their own crowd-
funding laws, said at-
torney Benji Jones of
Raleigh’s Smith
Anderson.
North Carolina, she

added, “is falling far be-
hind” by not passing its
own law.
The state House passed

a crowdfunding bill in
2013 with overwhelming
support from both parties
– just a single dissenting
vote was cast – but it
stalled in the Senate the
following year when un-
related economic devel-
opment initiatives were
tacked onto it. Bills also
were introduced in 2015,

FROM PAGE 1E

CROWDFUNDING

‘‘THE EXPENSES OFTHE OFFERING IN
MANY CASES WILL
NOT BE JUSTIFIED
BY THE AMOUNT
OF MONEY
RAISED.
Jim Verdonik, Raleigh
securities lawyer, on what
he sees as shortcomings
in federal crowdfunding
rules

NEW YORK

F or most people,
going to business
school leads to
bigger paychecks.

But you'll likely get the
most out of the degree if
you’re a white or Asian
man, Bloomberg data
show.
Black, Hispanic, and

American Indian MBAs
who got their degree six to
eight years ago earned
exactly as much as their
white and Asian peers
right after leaving school,
according to a Bloomberg
survey of 12,700 alumni at
more than 100 business
schools. In the survey, ,
both groups said they
made a median $105,000
when they graduated.
But by 2015, MBAs who

were underrepresented
minorities-meaning black,
Hispanic, or American
Indian-earned $150,000,
while white and Asian
MBAs made $172,000.
Whites and Asians ac-
counted for about 89 per-
cent of alumni in the sur-
vey. Underrepresented
groups made up 11 per-
cent.
Female MBAs made less

money than the men they
graduated business school
with, but women of color
were at a particularly stark
disadvantage. Six to eight
years after leaving busi-
ness school, black, His-
panic, and American India
women earned a median
$132,250. White and
Asian men earned
$181,000-a pay gap of
nearly $49,000. Men
from underrepresented
minorities earned
$163,500-less than white

and Asian men but more
than white women, who
took home $150,000.
At some of the most

elite business schools, the
divergence in pay by race
is stark. The race pay gap
is particularly wide at
Harvard Business School,
where black, Hispanic,
and American Indian
MBAs started out earning
just $5,000 less than their
white and Asian class-
mates. Six to eight years
after graduating, that gap
widened to $97,800. HBS
spokesman Jim Aisner
called the sample “limit-
ed” and said, “We have no
statistical data or other
information to support this
finding.”
Similar gaps exist at

other top programs. At
Columbia Business
School, underrepresented
minorities ended up earn-
ing $80,400 less than

whites and Asians. At the
University of Pennsylva-
nia’s Wharton School,
they earned $65,000 less.
Columbia and Wharton
declined to comment for
this story.
Part of the reason grad-

uates of HBS, Columbia,
and Wharton vary so
much in pay by race may
be that these schools send
the largest chunk of their
graduates into the indust-
ry where our data show
pay is least equitable:
finance. MBAs of color
who worked in finance
made a median of
$48,500 less than their
white and Asian co-work-
ers. In consulting, black
and Hispanic MBAs
earned $41,000 less. In
three industries-real es-
tate, manufacturing, and
government-people of
color earned more than
whites and Asians. But
MBAs aren’t choosing the
industries where the pay is
better for underrepre-
sented minorities. About 8
percent of MBAs in the
class of 2015 went into
real estate, manufactur-
ing, and government,
while 44 percent went into
finance and consulting.
These data suggest that

a racial pay gap exists
even among MBAs who
share an elite degree and
all went into the same
high-paying industry.

IN THE WORKPLACE

Whites, Asians,
males see more
rewards from MBA
BY NATALIE KITROEFF
Bloomberg News

parties.”
In the modern era, con-

flict has usually been a
good thing for North Car-
olina. Fights over racial
integration, rivalries in
higher education and
disagreements over eco-
nomic development policy
ultimately forged a more
inclusive state with stron-
ger growth and greater
opportunity. The shift
from what amounted to
Democratic one-party rule
throughout the 20th centu-
ry to a legitimate two-
party system today held
the promise of nurturing
more productive conflict.

Instead, the political
environment has turned
poisonous in an era of
stark economic inequal-
ities. “There’s a certain
soundness to the argu-
ment that two-party com-
petition enhances democ-
racy,” Eamon notes. “But
that thesis must await
further testing, at least in
North Carolina. One thing
is certain, however: the
old one-party system is
dead.”

NEW ARRIVALS
Our relatively new two-

party system will keep
clashing as our population

grows and reshapes our
cultural and political cli-
mate. From 2000 to
2010, for example, the
total number of Hispanic
residents grew to nearly
10 percent of our state’s
total population, with a
significant number mov-
ing to rural areas whose
politics they will alter over
time. Meanwhile, Amer-
icans from the West, up-
per Midwest and North-
east continue to move to
North Carolina in droves,
vaulting us to the ninth
most populous state and
bringing the sizeable
chunk of Electoral College
votes that come with it.
The impact of these new
arrivals is evident in how
North Carolina – which
didn’t support a Demo-
cratic presidential candi-
date from 1976 to 2008 –
has become a major na-
tional battleground in the
past decade.
When he looks to the

past and compares it with
our present, Eamon finds
reasons for optimism –
and caution – about the
future. “Democracy is

alive as never before,” he
writes of North Carolina,
“yet in many respects it is
defined by its imperfec-
tions. In a system that
strives to be free, the
seeds of destruction lurk
just beneath the surface.”
Before each of us can do

our part to strengthen our
political landscape, we
need to understand it.
Eamon’s been helping his
students do that for de-
cades. With election sea-
son right around the cor-
ner, his book gives us a
chance to study up, too.

Christopher Gergen is CEO
of Forward Impact, a fellow
in Innovation and
Entrepreneurship at Duke
University, and author of
“Life Entrepreneurs:
Ordinary People Creating
Extraordinary Lives.”
Stephen Martin, a director
at the nonprofit Center for
Creative Leadership, blogs
at www.messyquest.com.
They can be reached at
authors@bullcityforward
.org and followed on
Twitter through @cgergen.
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