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.What does “charitable giving” mean?
=

FIIMHHIESTIT!
LITERACY

= Range from givin%}$10 a week to your church to giving a
very large charitable gift

= We will talk about issues over this full range

= Why not give, but still get something back
= Use tax advantages to help you give and perhaps give more

= Why not give and get back more than you gave
= Planned giving and you get a return as well as your beneficiaries

= Using charitable giving in conjunction with your overall
financial and estate plan
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.When Is charitable giving a deduction and what type?
=

FNANCIALEESTATE
LITERACY

» INCOME tax deduction - If you give to a charity today and get
nothing in return (other than a thank you) then you get an immediate
tax deduction for the total amount.

= INCOME tax deduction - If you give to charity today, but get money
back over time, then you get an immediate deduction for the NET
amount given, not the full amount because you get a benefit back.

= INCOME tax exclusion — In 2021 you can give up to $100,000 to
charity and you can claim an above the “line” deduction or use a QCD
and remove the contribution from your income.

= ESTATE tax deduction - If you give to a charity after you die, your
estate gets a deduction depending on giving the full amount or your
heirs getting a return.
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.Retirement Accounts - Income in Respect of Decedent
5

EV - Thlnk |RA, 401('(), 403('3) ... No tax paid going in, so tax paid coming out
= Required Minimum Distribution (RMD)

= You must take out each year when you are 72 and older

= Money you receive is taxed as ordinary income!
= Raises your income tax
= Could raise your Medicare costs

= Qualified Charitable Distribution (QCD)
= For an IRA account, not 401(k) or 403(b)
= After age 701/2 paid directly to a charity

= 100% deductible, since it does not come into your income.
= Can be a partial or total against your RMD. QCD limited up to $100,000.

= You direct your account manager to pay all or part of your RMD

directly to the charities you designate.
Fall 2021




. QLD Example
*  Let’s justsa Y Your RMD Ls $25,000

* [ $15,000 went directly to charity
* Taxonly paid on $10,000
* Tax NOT paid on money going to charity
* At ataxrate of 20% You save $3,000
* And your Medicare bill might not go up!

I.ITERACY

* Church exa WL’PLB

* I You give $50 per week to Your chureh, that's $2,600
per year. You would have to take out $3,250 to pay it.

* I You used Your RED, paid directly to the chureh You
would save $£650 in taxes




. IRA Accounts to Heirs

min, = Major issues to consider

= Secure Act restricts heirs (except spouses...) to payout for max of
only 10 years. All or part each year, but all out within 10 years.

= What will your kids (or spouse) do with the account?

= What will happen when the money is taken out?
= Pre-tax accounts are fully taxable as ordinary income to individuals
= Pre-tax accounts are not taxed to charities

= |[f this is a concern, consider a testamentary trust
= Fund it with the IRA
= Payments are limited to amount/percent you specify
= Can run for the heir’s lifetime or a term, but not limited to 10 years
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Creative Kid (45)
$0

» 5% Unitrust
$500.000

\4

1. Part of estate to unitrust with 2. Trust income of 5% paid for life
balance, and costs, to Creative of recipient. First year income

Kid (45). Charitable tax deduction 000. Estimated total income of
of $107,420 may save estate taxes | $1,739,953]Estate costs are $0

of $0. and taxes are $0.

Prepared For Martha

Charity
$1.150.308

3. If unitrust earns 6.87%, pays
5%, then grows 1.87%. After
income payments for one life,
unitrust to charity.
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.Bec uest

mis) = Charitable giving after death

= A charitable gift given through a trust or will
= | argest form of charitable giving

= Paid by your estate before anything else is paid

= Reduces the value of your estate before any estate tax is
calculated

= Qutright gift or deferred benefit
= Can be income to beneficiaries for life or years
= May be a good idea for an IRA account

= Recommend giving a percent, not a set dollar amount
3|nce the value of your estate will change, either up or
own

= No income tax deduction while you are alive, only estate
tax deduction after death if needed
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. Beneficiary Designation
\,

miw) = Name charity as beneficiary of pre-tax accounts
= |RA, 401(k), Savings bonds, Commercial annuities

= Pre-tax accounts are fully taxable to individuals, but charities are
tax exempt

= Give other accounts to your heirs, not taxable to them.

= BENEFICIARY DESIGNATIONS OVERRIDE A WILL OR TRUST

= Designations are for a specific account.

= Make sure you keep these up to date especially in case of a
divorce or death.

= Check who is a designated beneficiary on your accounts today.
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. Charitable Gift Annuity (CGA)

= Most non-profits that offer CGAs follow recommended
rates from American Council on Gift Annuities (ACGA)

FIIMHBIESTITE
LITERACY

= Rates based on age - single or dual life Age*  Rate
» Rates and therefore the amounts are locked when 65 4.2%

annuity established, do not adjusted over time 70 4.7%
= Pay out for your life (or both lives), not a set time period |72 | 54%
= [rrevocable agreement, but a simple form zg i:;
= Charity must set aside a residual fund to protect annuity, [ g0 | gex%

plus other assets. Recommend giving to major charities

= Can have a deferred start date

= Can set up as testamentary annuity to pay your
beneficiaries

: ggz‘sider using a non-income producing stock to open an
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Prepared For Mary (79)

charitable Gift Annuity [ Prepared For Bob (81) ]

5.40% Annuity |

4 Charity
$500,000

(Approximate Value)

Two Lives

v

1. Gift property to charity. Partial 2. Annuity of $27,000.00 for two 3. Quarterly payments for two
bypass $440,000 gain may save lives. Tax-free amount $2,752.50. lives. Property passes to charity
$34,496. Income tax deduction of Estimated two lives payout of with no probate fees. There are
: $208,513 "nay save $66,724, | $410,400.JEffective payout rate also no estate taxes, if married.
7.44%.

This educational ilkustration is not professional tax or legal edvice: consult a tax advisor about your specific siluation, See data sheets for assumptions

41182021 Paga 1 of 1

* Based on 2021 ACGA rates - dual life
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B Charitable Charitable

) Gift Annuity Remainder Trust
Simple & Cheap Flexible & Expensive
* CGAs from a charity are * CRTs are individually
usually identical except for created according to the
the dollar amount specific desires of each

client
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. Charitable Remainder / Lead Trusts

=, > Works best when giving assets with significant capital gains

— To defer or offset capital gains tax
» Tax savings could offset capital gains tax
— Put in all or part of an asset

> Who gets the money now
- Remainder Trust = You get cash now, charity gets remainder

- Lead Trust - Charity gets cash now, beneficiaries get remainder
> Mainly used for larger estates with highly appreciating item

> Cash paid either a fixed % of value (CRUT) or fixed dollar
amount (CRAT). A CRAT can run out of money.

> You specify the charity or charities during your lifetime
- You can change these as you wish

» Can be for a fixed time period or for your life(s)

> Attorney needs to draft agreement and it is irrevocable

Fall 2021
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The flexibility of
CRTs

 Unlimited number of
income beneficiaries

* Special restrictions on
income beneficiaries
allowed (where

* Unlimited number of violation gives income
public charity or private to alternate beneficiary)
foundation beneficiaries — Spendthrift trusts
(income limitations pass — Match earned income to
through) prevent “trust fund” kids

» Open choice on payout SSae Rncon S

1 i
:a_g‘aa's-.--l.np o v

A™L"
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Two Lives

\4

Prepared For George (7E)
Prepared For Kathy (75)

Charity
$361,958

1. Give asset, sell Tax-Free.
Bypass up to $440,000 gain may
save 582,720. Income tax

deduction of $179,190 jnay save

$57,341.

2. UT annual income $37,500.
Increased income $12,500 over prior
$25.000 income. Estimated income

in 19.2 yearg $620,415. [Fffective
pretax rage 8.47%.

3. If trust earns 5.83%, pays 7.5%,
then decreases by 1.67%. After
two lives, trust passes without
probate to charity.

This educational ilustration is not professional tax or legal advice: consult a tax advisor aboud your speoific sifuation, Sees data sheets for assumplions

4182021

Page 1 of1
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Prepared For John (E5)
Prepared For Mary (65)

>

Charity

Two Lives $664,752
\4
1. Gift $692,527 to trust. Bypass 2. Unitrust Income of $41,552. 3. If trust earns 5.87%, pays 6%,
up to $623,274 gain may save Income payable in quarterly then decreases by -0.13%. After
$148,339. Tax savings offset tax amounts. Total estimated income in  two lives, trust passes without
on cash, with net zero tax resulit. 30.3 years $1,234,422. Effective probate to charity.
Net Cash to donors $307,473. return rate 6.63%.

This educational ilusiration is not professional tax or legal advice: consult a tax advisor aboud your spedfic sifuation, See daia sheets for assumplions

5ME2021 Page 1 of 1

Tax savings may not get fully used in first year. It carries forward up to 5 years
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Prepared For George (81)
Prepared For Martha (76)

Charity
$376,238

1. Transfer assets, sell tax-free. 2. Unitrust Income of 7.5% to donors 3. Estimated 16.9 years income,
Bypass up to $440,000 gain. May for two lives. First year income less premium, is $556,233.
save $104,720. Deduction of $37,500. From income, donors pay Effective return rate 8.63%. After
$204,215.00 may save taxes of $0 for the first year premium to two lives, insurance to family,
$65,348.80. trustee of insurance trust, trust to charity.

GifttoV Trust

Family

> $500,000

This educational ilkustration is not professional tax or legal advice; consult a tax advisor about your specific situation, See data sheets for assumptions

4182021 Page 1 of 1
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Unitl"USt Plus Ter-m Prepared For George (82)

Prepared For Mary (77)

| 5% Unitrust

Charity
$629.212

[Twn Lives Plus 10 Years]

=

1. Transfer and sell Tax-Free. 2. Unitrust income of $25,000. 3. If trust earns 5.888%, pays 5%,
Bypass up to $440,000 gain may Income payable in quarterly then grows by 0.888%. After two
save $104,720. Income tax amounts. Total estimated income in lives plus term, trust passes to

deduction 0§ $191,310jmay save 26 years $727,548. Effective return charity. Partial estate tax

$66,959. rae 5.77%. | deduction.

This educational ilkustration is not professional tax or legal advice: consull a tax advisor about your spedific situation, Sees data sheets for assumptions

41182021 Page 1 of 1

Income for both lives plus 10 additional years for a beneficiary
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Types of Remainder Trusts
> STANDARD - Effective immediately

— Sell assets contributed and take income

> NICRUT - Net Income only

- Sell but limit income, plan for retirement

> NIMCRUT - Net Income with Makeup

- Same as NICRUT but makeup lost income later

> FLIP - Changes at a significant event or date
- Don’t take income until contributed assets are sold

» But provide an income tax deduction now

Fall 2021



®
FINAHBESTATE
LITERACY

What if | ... ?
Sale => Charity Charity => Sale
Asset $1,000,000
Exemption / Basis $100,000
Capital Gains $900,000
Capital Gains Tax Rate 40%
Capital Gains Tax -$360,000
Net after tax $640,000
To Charity to fund a CGA $640,000 $1,000,000
Charitable Tax Deduction $224,000 $350,000
Income Tax Rate 35% 35%
Tax Savings $78,400 $122,500
Added tax savings S44,100
CGA @ 80 6.5% 6.5%
Annual payout $41,660 $65,000
Added funds each year $23,340
Added funds to the charity $360,000

Fall 2021
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. Life Estate vs Reverse Mortgage

mi; = Donate your home to a charity, but you continue to live in it
= You retain a life interest in the property, this has value
= You continue to pay for maintenance, insurance and taxes (MIT)

= Charitable tax advantage now based on value

= Can be an outright gift or to fund an annuity
= Consider the annuity approach versus Reverse Mortgage
= Would require giving to a major charity

= Be VERY carefully to consider if you will need to sell the
house to pay for your care. But there are options.

= You can sell the property with the charity, and you get
back part of the value of your life interest

= Or convert it into a CRUT or CGA
= Or gift it to the charity for a tax deduction

Fall 2021 21
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Two Lives

\4

Prepared For John (81)
Prepared For Mary (76)

Charity
$1.982.692

(Potential Growth)

Transfer deed to charity and
reserve right to use property for
two lives. Owners pay for
maintenance, taxes and
insurance.

Live in home for two lives.
Receive a charitable income tax
deduction Current
deduction may save up to
$154,431 in income taxes.

After two lives, property
transferred to charity. Full
charitable estate tax deduction.

This educational illustration is nat professional tax or legal advice: consult a tax advisor about your specific situation. See data sheets for assumptions.

4/18/2021
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Prepared For Martha (77)

Charity
$500,000

One Life
\ 4

Give remainder in home to Gift annuity payments of $24,939 Use of home for one life plus
charity for gift annuity. Owner made to donor for one life. Part of annuity payments. After one life,
pays insurance and taxes. each payment is not subject to home with appreciation given to
Charitable deduction 0‘ $200,626 l income tax. charity.

may save $64,200,

This educational ilkusiration is not professional tax or legal advice: comsult a tax advisor about your specific situation. See data sheets for assumptions.

41182021 Page 1 of1
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. Donor Advised Funds

= Like having your own Private Foundation
= Without the overhead and restrictions

LITERABY

= Very simple to set-up through a Community Foundation or
brokerage firm

= | ow dollar amount to open the account & low fees
= Good tool to bundle charitable giving

= You advise on where and when to pay out to charities
= Holder of the funds will confirm valid charity

= You or whoever you designate advises during your life and your
family (or others) can advise after your death

Fall 2021

= Currently a QCD can not be used to fund a Donor Advised Fund.
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_ Bring It All Together

FIIMHHIESTIT!
LITERACY

= How to make it happen
= Plan your current and future financial needs as much as you can
= Consider using a QCD to get current tax savings

= Plan what you want to do with your estate after your death,
whether to beneficiaries or to charities (or both!)

= Discuss with your beneficiaries about why you are doing this and
the impact on them - if you want

= Consider what options are best for you and make it happen.
= Talk to the charity you are giving to so they know your wishes

= Use charitable giving to continue or develop a legacy

= Options range from simple to rather complex giving
= Run the numbers to see what works for you

Fall 2021
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. Questions and Assistance

LITERACY

Fall 2021
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Thonk 3

Don Vivrette

Philanthropic Advisor

Financial and Estate Literacy (FEL)
Don@itsyourmoneyandestate.org >

« |am a CPA, but it is important to note that | am not
giving legal, tax or investment advice. Since | do not
know your unique situation, these discussions may not
fit your unique needs.

« | provided helpful information that you should share
and discuss further with a qualified advisor.

« Always discuss your plans with a qualified advisor
who is familiar with your unique situation.

26




Financial & Estate Literacy
Charitable giving questionnaire

Name

Email address

First birthday Second birthday (if needed)

Date of birth

(Stock, rental, home, IRA ...)

Asset type

Asset value

Cost basis

Federal tax rate

Issue you're trying to solve

Don@itsyourmoneyandestate.org

Fall 2021 27
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