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Planned Giving offers the opportunity
to address a number of donors’
concerns

— Personal
= Social
= Family
= Other
— Financial
= Income
= Asset management
= Retirement
Education
Estate Planning
Taxes
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= Donation of cash or property during the
donor’s lifetime to a public charity or
community foundation.

oA

= Donor who is going to @W@
e

make a substantial gift
and/or has appreciated -.ma
assets in their estate.

= Could be an individual,
B trust, partnership,
- corporation, estate or
other legal entity.

by
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= Cash, stocks, bonds, mutuél
funds, personal property, and
real property.

= Appreciated property yields
optimal results fogthe donok,

= Gifts given after death
from one’s-estate, will or
trust.

Gifts from life insurance
proceeds where a charity
was named as a
beneficiary.

BawGifts from a retirement
account or annuity.
Swhere a charity was
named as a beneficiary.
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= Donor transfers cash or other property
to-a-qualified charity in exchange for the
charity’s commitment to pay the donor a
fixed annuity income for their lifetime.

geme=The income beneficiary.may be someone.
«other than-the*donor.

* Financial Security

— Monthly--Making ends meet.

— Long-term--"Will I(we) have
enough over my (our)
lifetime(s).”

Low Risk Tolerance.

Provision for Spouse, Heirs...

Taxes, taxes, taxes.

— Income, capital gain, estate

— “Involuntary Philanthropist

Other Concerns...
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Fixed, secure income for life.
Attractive rates with a low “risk.”
Provision for loved ones.

Tax savings.

Charitable legacy for your community.
— “Voluntary Philanthropist”

Benefit from your giving now (“Do your giving
while your living, so you're knowing where it's
going!”)

« Gift of Asset Annuity
» Cash

« Securities Agreement
* Real Estate
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Charitable
* Gift of Asset Annuity
Agreement

B ———————————

e Income for Life
e Donor
* Spouse
* Heirs
e Tax Deductions
e Income —
* Capital Gain

Charitable
Annuity
Agreement

e Income for Life
* Donor
e Spouse
* Heirs

* Tax Deductions

* Remainder to Charity
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Mary Needmore, age 80, would like additional
income to supplement her retirement income. She
is also concerned about out-living her income.

However, she is adverse to taking the necessary
risks to increase her returns and income. She has a
good portion of her investments in highly liquid
investments--savings accounts, CD’s, etc.

B She would also like to leave a gift, after she passes &8
- away, to a charity in which she has an interest.

Current Investment 7.1 %Gift Annuity
Asset $ 50,000 Asset $ 50,000
Rate 2.00% Rate 7.10%
Income $ 1,000 Income $ 3,550
Taxable Income $ 1,000 Taxable Income $ 930
Tax-Free Income $ (0] Tax-Free Income @oyrs) $ 2620
Income Tax 250 Income Tax 233

B Net Income $ 750 Net Income $ 3,317 b
B Charitable Deduction $25,375
’ Tax Savings $ 0] Tax Savings $ 6,344
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Results:

= After tax income is increased 350%:
$750 to $2,620.

= |ncome she can never outlive.
= Low risk: Charity maintains a 100% reserve.

e
"ﬂ = Significant income and estate tax savings:
$6,344 income tax savings.

_ Someone who would like to:
= |ncrease their income and

standard of living
Receive a fixed, secure
income that cannot be
outlived
Convert low income-
producing investments to
increase return 2x...3X...4X...
Receive tax-free income
Save on taxes
Establish a charitable
legacy
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= Capital Gain is allocated to the sale portion and is
prorated over the life expectancy of the donor(s).

= Income Payments will have three characteristics:

— Ordinary income

B - Capital Gain income

« - Tax-free return of principal

Assume that Mary contributed securitie_s
instead of cash. They had a FMV of

$50,000 and a cost basis of $25,000.
The characterization of income

would be:

= Ordinary: $1,200 (vs. $1,200)
= Capital Gain  $1,400 (vs.$ 0)
= Tax-Free $1,400 (vs. $2,800)
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= Potential gift or estate
taxes.

If appreciated asset is
used, the capital gain
allocated to the sale
portion must be
recognized by the
donor in the year of
the gift.

A charitable gift
annuity in which
the starting date of
the income
payments is
deferred for at
Sleast one year.

10
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_ = Younger pre-retired donor

= Highly compensated
professionals who have
maxed-out their qualified
retirement plans.

B = Other donors who do not
need the income
immediately and/or need
the income tax deduction
now.

—_— __

Dr. and Mrs. Wellbee, ages 50 and 45,
would like to supplement their retirement
plans. They plan to retire in 15 years.

Option 1 Lump-Sum Contribution

Option: Series of Annual Contributions

11



The Results:
= Higher payout rate.

* [mmediate income
tax deduction.

» Fixed supplement to
retirement income

‘Tl'he Results:

By 2014 they will
have contributed
$75,000.

Received multiple
income tax
deductions.

Receive an annual
annuity for their
lifetimes.

10/18/2009
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Donor has the option
to chose when the
payments are to
begin

Contract must
include a payment
schedule for different
starting dates (years)

Must take lowest
deduction

= Do you own a home?

= Does it produce income
for you?

You can “send” your home
to charity...

o

10/18/2009
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» Gift Remainder Interest
In home to charity

¢ Retain right to use home
during lifetime(s)

¢ Receive annuity income
for lifetime(s) based on
remainder value.

14



. RTcky and Lucy Ricardo, ;g_jes 91 an(_jl_

[
[Eo

« To charity at death

81, own home with an appraised value

of $500,000. They need additional
income to maintain their standard of
living. Their heirs are not interested in
receiving the home after Ricky and Lucy
are gone. -

¥ = If they “sent their home to the charity”,

the following would be the results...

10/18/2009
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= An immediate annuity producing needed
income.

= An immediate income tax deduction.
= The house is removed from their estate
simplifying probate.
B = Income is produced from an asset which
- typically produces none.

= Meaningful charitable gift at the donor’s
deaths.

= = Need income

1= Already leaving residence
to charity in their estate
plans.

= Need income and estate
tax deduction.

B = Heirs are distant

» (geograpically and,
unfortunately, sometimes
emotionally)

16
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= The Orange County
community
Foundation has a
program that
operates just like
every other
Charitable Gift

wARNuUity, however,
the Charity.can.get
suseof some of the
money immediately.

17
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Donors gift their
residence or farm to
charity now but retain
the rights to the
property during their
lifetime(s).

|—
s -
e

—
R s
—

~ CASE STUDY

Mrs. Kmetz, age 80, is in the highest tax bracket.
She is need of an income tax deduction, however,
does not want to part with her securities or cash.
She supports a favorite charity and has left a
portion of her estate to it in her will. She intends
to remain in her home for the rest of her life and
enjoy her grandchildren.

Let’'s assume the residence is appraised for
$550,000. If Mrs. Kmetz deeds the home to
charity now and reserves the right to use it for
her life, the charitable life estate would be as
follows:

18



Deed

A‘ 1. Deed to charity while reserving

life (estate) interest

—

= Retains right to use property
— Continue to pay taxes, maintenance and insurance

4“.\
) O ad

A 3 2. Income tax deduction for
remainder interest

o

= Income tax deduction of $143,400 which will
generate potential tax savings of $51,600

= Assetis removed from taxable estate

10/18/2009
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= At death of life estate holders (usually the
donor(s)), the property is the charity’s.

: . Already leaving residence
to Charity in their estate
plans.

= Need income and estate
tax deduction.

B = Heirs are distant
* (geograpically and,
unfortunately, sometimes
emotionally)

10/18/2009
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An irrevocable trust into which a Donor
contributes an asset or assets. The trustis
designed to pay a fixed amount (Annuity Trust) or
a stated percentage (Unitrust) of the annual value
of the trust assets to one or more non-charitable
beneficiaries, with the remainder interest
ultimately passing to one or more qualified
charities at the end of a fixed term of years , or
upon the death of certain designated individuals.

21
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An overview.of the

3. No Capital Gain on Sale of Assets

1. Gift Asset

. . 5. Charitable
2. Tax Deduction Charitable Legacy

Remainder
4. Life-Time Income Trust

» When: During Life,
or at Death
Valuation
Suitable Assets

Problem Assets: [: :
+ Debt Encumbered =
Income Property

 Sole Proprietorships -
**Limited Partnerships

* Oil & Gas Interests
Closely-held Business

22
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- aod for people who:

= Want fixed vs.
fluctuating income

Are contributing
easily liquidated
assets

Do not plan additional
contribution to the
trust

Are usually 75+ years
old

23



- aod for people who:
= Are younger
» Elect a modest payout

rate and wish to see the
trust’s principal and
income grow

B = Wish to make additional

" contributions

= Are transferring hard to
liguidate assets

10/18/2009
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= Allows the CRT to “flip” from a
Net- Income or Net-Income
with Make-Up unitrust into a
Standard Unitrust
— Flip Triggers

= Sale of Unmarketable Asset
= Specific Date

= Event Whose Occurrence is
not Discretionary or Within
the Control of the Trustee...

— Marriage, Divorce, Birth of a
Child, Death...

FLIPCRUT

FLIP Trigger  1/1/10

Standard
Unitrust
6.0%

Net Income
Unitrust
6.0%

Income:

CRT passes Income:

Real Estate

is contributed to
Charitable Trust
— -
- FMV $100,000
Basis $ 25,000
Net Yield 4%

through net
income of $4,000

Trust pays fixed
amount 6% of the
FMV of the trust’s
assets... $6,000
(6% x $100,000).

25
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= Unmarketable Assets
— Real Estate
— Business
— Restricted Securities

= Not Ready for Income

= 500 Minimum

= 50% Maximum

= A higher payout rate results in a lower
deduction and visa versa.

B —-10% minimum charitable deduction rule
— CRATs Only: 5% Probability Rule

26



An individual
— Donor and/or
— Spouse

— Other Person(s)
(gift & estate tax issues)

— Must be living at the time the CRT is
established

Trust, estate, corporation, partnership
— Limited to 20 years

Cannot change amount, beneficiaries, or
order of payments

No Pets!

= Monthly
Quarterly
Semi-Annually
Annually

By law, must be
at least annual

payments

10/18/2009
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= Life or Lives Only

= Term of Years ‘
(20 year max.) <

= Life or Term

| l
;__(whichever is shorter) " _—
= Life or Term (longer of) &

= Life+ Term

Four-Tier Ordering System. The top tiers
must first be exhausted before income can
be paid from the next tier.

2. Capital Gain Income
e Short-Term (35%)
» Depr. Real Estate (25%)
e Long-Term (15%)

* New Law: Post-Contribution Capital
Gains may be allocated to income if
document and state law permit.

10/18/2009
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= Name one or more

qgualified charities

— Must be qualified
organization under
IRC Section 170(c)

= Retain the power to
change charitable
beneficiaries

e L

| - éc:rporate Trustge-
= Charitable Remainderman Mmm M

= Donor or other individual
= “Independent” Trustee
¥ = Retain power to change trustee

10/18/2009
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_ Unitust Annuity Trust
Variable payments Fixed payments
Inflation hedge No inflation hedge

Additional No additional
contributions allowed contributions allowed
No 5% probability test 5% probability test
Net_income and FLIP Annuity (standard)
options option only

Annual valuation No annual valuation
requirement requirement

Increase Income
Tax-free conversion of assets
By-Pass capital gain tax

Income tax savings

Estate and gift tax savings

Provision for loved ones

Asset diversification

Professional asset management
Philanthropic Benefits

Legacy, Significance

[i—
—-_—
=

30
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ry) = Providing for Heirs

= Loss of Control

= Technical
Roadblocks

3 No Capital Gain on Sale of Assets

1. Gift Asset
. . 5. Charitable
2. Tax Deduction Charitable Legacy

Remainder
4. Life-Time Income Trust

BENEFITS:

« Leveraged Bequest

+ Estate Tax Avoided

+ Heirs Provided For
....Tax-Free

Life Ins {/
Trust
Tax Free . ,(

31
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~ You Have Choices:
MType of trust (what)

MTrust payment rate or
amount (how much)

MIncome beneficiaries
(who)

" MFrequency of trust
payments (how often)

MTrust term (how long)

- You Have Choices:
M Trustee
M Investments
M Charitable beneficiaries

M Retain power to change
B trustee and charitable
"  beneficiaries

M Voluntary or Involuntary
Philanthropist

32
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= |ndebtedness on Asset

= Unrelated Business
Taxable Income

* Pre-Arranged Sale

= Gift & Estate Tax
Issues for Non-

Spousal Income
Beneficiaries

o

= TWO types:
—Grantor Lead Trust
— Non-Grantor (Family) Lead Trust

Requirements: The trust must make an annuity
@hunitrust payment at least annually to a
qualified eharity., Remaindefinterest goes to

S @Grantor or designated Non-Grantor.

10/18/2009
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» The Charitable Lead Trust (“CLT") is flexible
regarding the amount of the annual payout
and the term of the trust.

= There are certain restrictions regarding the
selection of the measuring life when using a
walifetime-as.a.term (“Vulture Trusts”).

- —

= One tremendous benefit of CLTs is the
ability to create a virtual “zero estate tax”
plan by using the flexibility of the charitable
payment and the term of years. By
increasing the charitable payment and term
Lofyears, the charitable deduction is
increased.and,can be desighed to offset the
sestate tax liability.

34
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= A DAF is a charitable vehicle whereby the
donor can make a charitable gift now but
decide later how much to distribute and to
which chatrity.

Ponor relinquishes control.of the gifted
_asset to.the ‘administrator of the DAF and
receives a full current income tax deduction.

Community Foundations are favored
charities (administrators) for DAFs.

Although control is relinquished to the
charity, the donor retains the.legal right to
s#make non-binding recommendations.for.the.

.charitable-beneficiaries of the DAF.

35
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= Requirements:

— Must be separately identified, owned and
controlled by the sponsoring charity,/AND the
donor must have a reasonable expectation of
advisory rights over the fund.

Absolute assignment of existing policy.
Assign annual dividends to charity.

Name the charity as primary or contingent
beneficiary on a new or existing policy.
Name the charity as a beneficiary on a group
policy.

CERT Wealth,Replacement Poligy:

PEState girt then Wealth Replacement Policy for
family.

36
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= |n certain circumstances, life insurance can
pbe a funding source for a CRT.

= Wealth Replacement source to replace
assets given to charity through the estate
plan.

**Significant.gift.valuation anditax issues exist
SWhieh*must™e addressed prior.to utlizing
these plans.

= Retirement plan assets can be one of the
most effective gifts a donor can make.
— Retirement plans (other than ROTH IRAS) are
normally subject to income taxation.and could

also be subject to estate taxation'in larger
estates.

—\When properly gifted, thesedaxes can be
aveidedwhen the planis gifted to a qualified
charity.
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= To avoid income tax donor must be
deceased.
— Limited exception: gifts made under the PPA

» Safest methods of gifting:
— Beneficiary designation on plan documents
“RA trust

- —

= Under Chief-Counsel Memorandum

ILM-200848020, published Dec. 1, 2008, a
living trust may not be able to pay charitable
bequests from retirement plans and.claim a
charitable income tax deduction.In
addition, proposed Treasury Regs. would
prohibit a trust claiming the,charitable
deductionsifthe purpose of the plan was
Solely to avoid paying the income tax.
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= Certified Specialist in Planned Giving
CSULB, Foundation

American Institute for Philanthropic Studies

6300 State University Dr., Ste. 332
Long Beach, CA 90815 (562) 985-8466
wawwiplannedgivingedu.com/CSPG
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