Gift Plans and Strategies for Advisors to
suggest to their clients

Gift Plans and Strategies Every Advisor
Can Suggest to Clients...
to support your annual fund, capital
* campaign and planned gift program

James E. Connell FAHP, CSA
Connell & Associates
Charitable Estate and Gift Planning Specialists

For copy of all slides download from
www.connellandassoc.com/ articles

n Devout

n Investors
n Socialites
n Repayers
n Altruists
n Dynasts

Source: Russell Prince study

Philanthropy has many faces

n Communitarian 26% °° °

21%

15 OO D
11%

10 OO0
9%

8%

Page....1


http://www.connellandassoc.com/articles

Gift Plans and Strategies for Advisors to

suggest to their clients

_Personal Concerns

Page....2



Gift Plans and Strategies for Advisors to
suggest to their clients

i Stages Of Our Fnancial Life
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Gift Plans and Strategies for Advisors to
suggest to their clients

i Life cycle giving
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Age and Wealth-Based Matrix

i Al
g

Gifte of Cach

preciabed Property
m of Years Trusts

Chantable Lead Trusts
Life Incorme GiFts for Chhers

Bl

Gifte of Cash
iated Proparty
i of Years Trusts

Charitable Lead Trusts
Life Incoms Gifts fior Crthers

Cumerit Astiremsnt Plan Gifts

Dofamrad Gift Annuitics

Gk of Cach & Pro
C.IBoqm:t;tG&.ﬂmTﬂ?-:
Teim of Yo Tnete
Chantable Lead Trudts
Charttable Tiugts for Lfs
Ll Incoms Cifls foir Cithais
Cwrrert Rotisonent Plan Gifte
Life Incuranos Procesde
Retiranant Flan Renandars

A2

Gifte of Cach

B2

Giifte of Cash

Poclad Income Funds
Dofamrad Gift Annuitics

9
GiFts of Cah
reciaied P

m-ld Incoms I:!un;’.;
Baquests
Gift Anrwitise
Lfs hsuranos Procesds
ReatirameritPlan Asmairdars

Al

Gifte of Cach

B3

Gifte of Cash

3

GiFts of Caeh
Baquests
Gift Anrwitise
Lifs heuranoe Procesds
Ratiramerit Plar Asmairckirs

i Barriers to Philanthropic Planning

n Your emotional barriers
» Not wanting to relinquish control
» Fear of facing death...indecision
» Fear of what children will think
» Analysis paralysis

Page....5



Gift Plans and Strategies for Advisors to
suggest to their clients

i Barriers to Philanthropic Planning

n Resistance of advisors
» poor knowledge or expertise
» planning bias >

\
» no personal giving ¥
N -

Who are the Agents of Wealth?
i How do they think?

n Accountants n Trust officers

n Attorneys n Real estate brokers

n Investment n Fnancial advisors
professionals » Philanthropic consultant

n Insurgpce advisors or gift planner

n Others
» Funeral home director
» Medical management
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i Gift Strategies — 2010 tax brackets

Single $8,375- $34,000- |$82,400- |$171,850-|$373,650+
$34,000 $82,400 $171,850 | $373,650

Married |$16,750- |$68,000- |$137,300- |$209,250- | $373,650+
$68,000 $137,300 |$209,250 |$373,650

Bracket |15% 25% 28% 33% | $35%

Savings

Gift Strategies —Capital Gain Offset

Tax Capital Charitable |Capital
Bracket Gain Gift Gain Offset
25% 15% $1.00 $1.66
28% 15% $1.00 $1.86
33% 15% $1.00 $2.20
35% 15% $1.00 $2.33

Note: No 3% reduction rule for charitable deductionsin 2010
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2 Gift Strategies —Standard Deduction
Married
Single |Joint Household |Separate
Basic | $5.700 | $11,400 $8,350 $5,700
65+ $7,100 | $12,5000, $9,750 $6,800
$13,6000)
Blind | $7.100 | $12,5000 $9,750 $6,800
$13,6000)
65+ $8,500 | $13,6000 | $11,150 $7,900
Blind $15,800¢
i Gift Strategies # 1
A — Give B - Sell & C Give
Cash Give Cash Stock
value|  $5,000 $5,000 $5,000
Taxsavings|  §1 250 $1,250 $1,250
(25% )
Capital ggins $0 $600 $600
tax savings .
$4,000 gain paid saved
Totall  $1,250 $650 $1,850
Tax Savings
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i Gift Strategies # 1

Investment A | Investment B | Difference

Value $5,000 $5,000 $0
Ordinary tax $1,250 $1,250 $0
savings (25% )
Capital gains tax $675 $150 A) $525 more
savings
A $4,000 gain
B $1,000 gain
Total $1,925 $1,400 A) $525 more

Tax Savings

After tax cost of $3,075 $3,600 B) $525 less
aift

i Gift Strategies # 2

n Capital Gain Offset

n Tom and Betty 3,000 shares of Merck, cost
$6/share, value $35/share

n 28% tax bracket, offset @ $1.86 = $65,100
n Gift 1,000 shares ($35,000)

n Sell 2,000 shares tax free

n Use deduction to free up additional value

n Could sell 2,244 shares with no capital gains
tax
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i G|ft Stl’ategies # 3 — Deduction Order

n Cash 50% limit
Appreciated assets at cost - 50%

» Unrelated use tangible personal
property deducted at cost - 50%

» Short term capital gain deducted at cost

>

basis — 50%
» Appreciated stock or land at FMV —
30%

i G|ft Stl’ategies # 3 — Deduction Order

n Gifts “for the use of” — 30%
n Cash to private foundation -30%
n Public stock to private foundation FMV — 20%

n Land or private stock to private foundation
deducted at cost — 20%

n Carry forwards 50%
n Carry forwards 30%
n Carry forwards 20%
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i Gift Strategies # 4a aift annuity offset
Charitable Gift Annuity

Property

$10,000

Offsets $4,868 capital gain

1. Gift property to charity.
Donor receives contract for
annuity payments. Income
tax deduction of $2,933
may save $733.

Mr. Thomas - Age 65

5.50% Annuity

Principal

$10,000

One Life

2. Annuity of $550.00
for one life. Tax-free
amount $355.30. Estimated
one life payout of $11,550.
Effective payout rate 7.2%.

Foundation
$10,000

(Approximate Value)

3. Quarterly payments for
one life. Property passes
to charity with no probate
fees. There are also no
estate taxes.

Gift Strategies # 4b
Charitable Gift Annuity

Gift annuity offset

Property

$10,000

Offsets $7,551 capital gain

1. Gift property to charity.
Donor receives contract for
annuity payments. Income
tax deduction of $4,489
may save $1,122.

Mr. Smith - Age 76

6.50% Annuity

Principal

$10,000

One Life

2. Annuity of $650.00
for one life. Tax-free
amount $467.35. Estimated
one life payout of $8,255.
Effective payout rate 9.1%.

Foundation

$10,000

(Approximate Value)

3. Quarterly payments for

one life. Property passes
to charity with no probate
fees. There are also no
estate taxes.
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i Gift Strategies # 4c aift annuity offset
Charitable Gift Annuity

Mr. Palmer - Age 75  Mrs. Palmer - Age 75

Property 5.80% Annuity
$10,000 - -
' Principal
$10,000 I: >

Foundation

Offsets $5,531 capital gain Two Lives $10,000
(Approximate Value)
1. Gift property to charity. 2. Annuity of $580.00 3. Quarterly payments for
Donor receives contract for for two lives. Tax-free two lives. Property passes
annuity payments. Income amount $406.58. Estimated to charity with no probate
tax deduction of $3,332 two lives payout of $10,208. fees. There are also no
may save $833. Effective payout rate 7.8%. estate taxes, if married.

Gift Strategies # 4d
i Gift annuity to endow annual gift

n Female donor, age 80 contributes
$5,000 per year to annual fund

n Stock, bond, mutual fund portfolio

» Select $100,000 in stock paying 2.1%
dividend

n Result: no decrease in donor income,
$5,000 annual gift, future residuum of
gift annuity, large deduction
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Gift Strategies # 4d

Gift annuity to endow annual gift

Charitable Gift Annuity

Mrs. Park - Age 80

7.20% Annuity

Property

$100,000

Principal

$100,000

$5,000 for gift, deduction
$2,200 for income ,
$13,867 tax savings One @ Life
$504 tax bill on income

Foundation
$100,000

Approximate Value)

1. Gift property to charity. 2. Annuity of $7,200.00 3. Quarterly payments for
Donor receives contract for for one life. Tax-free one life. Property passes
annuity payments. Income amount $5,371.20. Estimated to charity with no probate
tax deduction of $49,525 one life payout of $73,440. fees. There are also no
may save $13,867. Effective payout rate 10.8%. estate taxes.

Gift Strategies #5 aift annuity offset,

Mother established annuity for daughter

Charitable Gift Annuity

Nora Jones - Age 60

Property 5.20% Annuity

$10,000

Principal

$10,000
Foundation
$10,000

(Approximate Value)

Offsets $3,839 capital gain

1. Gift property to charity. 2. Annuity of $520.00 3. Quarterly payments for
Gift annuity contract with for one life. Tax-free one life. Property passes
fixed payments. Income amount $318.76. Estimated to charity with no probate
tax deduction of $2,313 one life payout of $13,104. fees. There are also no
may save $578. Effective payout rate 6.6%. estate taxes.

$7,687 life interest for daughter
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Gift Strategies #5 aift annuity offset,

Mother established annuity for son with stock

Charitable Gift Annuity

Son Buddy Jones - Age 65

5.50% Annuity

Property

$10,000

Principal

$10,000

Cost basis $5,000

Foundation

Capital Gain offset $4,868 . $10.000
. One Life '
Reportable gain $3,533 (Approximate Value)
Reportable gift $7,067
1. Gift property to charity. 2. Annuity of $550.00 3. Quarterly payments for
Partial bypass $5,000 gain for one life. Tax-free one life. Property passes
may save $220. Income amount $355.30. Estimated to charity with no probate
tax deduction of $2,933 one life payout of $11,550. fees. There are also no
may save $733. Effective payout rate 7.2%. estate taxes.

Gift Strategies # 6 savings bond

converted to Hexible Deferred CGA
Deferred Gift Annuity

Mr. West - Age 65
First Payment on December 31, 2015

Annuity Amount of $1,725

Initial Amount

$25,000

Deferred

Gift Annuity

Foundation
$25,000

Flexible Annuity Options

Payout At Age 68 $1,328.66 H

Paiout At Age 75 $2,175.00 One Life (Approximate Value)

1. Property to charity. Partial 2. Annuity payout of $1,725 3. After annuity payments
bypass of gain of $20,000. distributed for one life. distributed to annuitant,
Total tax deduction of Tax free payout $186.03. approximate remaining
$10,623 may save income Estimated one life total value given to charity.
taxes of $2,656. payouts are $26,738.

$5,000 bond cost $2,500, FMV $10,236, interest $7,736
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Gift Strategies # 6a

Commercial annuities

n DOB February 25, 1941,

age 69, Married » Charitable intent

n  Assets: n Cash in annuity assets
» 2 USAA annuity contracts » Offset gain with
. #1 FMV $23,988 charl.tabl.e gifts .

. Taxable gain $13,988 n Possible immediate or

future income

W #2 FMV $17,057 .
» No income for spouse

» Taxable gain $7,057

n Other charitable gifts this

» Total assets: $41,045 year
n Total gain: $21,045

n AGI $175,000

n Tax rates 33%, 15%

Gift Strategies # 6a

Commercial annuities

Deferred Gift Annuity

Allan W - Age 69
First Payment on December 31, 2015

Annuity Amount of $3,504.16

Initial Amount

$44,356 >

Deferred
Gift Annuity

Charity

Flexible Annuity Options
Payout At Age 72 $2,542.68 One Life $44’356
Payout At Age 77 $3,992.04 (Approximate Value)
1. Property to charity. Partial 2. Annuity payout of $3,504.16 3. After annuity payments
bypass of gain of $37,310. distributed for one life. distributed to annuitant,
Total tax deduction of Tax free payout $269.98. approximate remaining
$23,179 may save income Estimated one life total value given to charity.
taxes of $6,490. payouts are $43,452.

2,600 shares Genworth Financial, FMV $44,356, Cost $7,045, Deduction $23,179
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Gift Strategies # 6a

i Commercial annuities- Summary

n Deferred/Retirement annuity selected
n Funded with appreciated stock

» Gift date March 24, 2010

» 2,600 shares Genworth Financial

» FMV $44,356

» Cost $7,045

» Deduction $23,178

» Deduction limit 30%

» AFR February @ 3.4%

Gift Strategies # 7 - Bargain sale

BARGAIN SALE

Prepared For John Jones

m)
Property ’
$106,000 R

1. When property sold at bargain
price to charity, income tax
deduction saves $8,250.
Capital gain bypass on gift
portion may save $3,396.

Sale Portion
$81,000

Foundation
$25,000

2. Long term capital gain is the
difference between sale price
and basis allocated to sale.
Tax of $11,004 on gain is offset

Zero tax = sale for $75,089

by charitable income tax saving.

Net Benefit

$81,000
$11,004
$8,250

Cash To Donor
Less:

Plus:
Net: $78,246

3. Net to donor is cash
benefit less net income taxes
paid or $78,246. Donor
reduces taxes by $11,646
and makes $25,000 gift.
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Gift Strategies #8 —
iDividend substitute, major gift

n Donors 70/70

n 2,200 shares, ExxonMobil

n FMV $154,000

n Cost $ 75,000

n Dividend 2.3%, $3,696,$3,141 after tax
n 1,000 share gift, $70,000

n 1,200 shares two-life gift annuity

Gift Strategies #8 —
i Dividend substitute, major gift

Charitable Gift Annuity

Mr. Wilson - Age 70 Mrs. Wilson - Age 70
Property 5.40% Annuity
$84,000 N
= _—
’ Principal
$84,000 |:n> ‘
- Foundation
Two Lives $84,000
(Approximate Value)

1. Gift property to charity. 2. Annuity of $4,536.00 3. Quarterly payments for
Partial bypass $43,090 gain for two lives. Tax-free two lives. Property passes
may save $1,686. Income amount $1,476.37. Estimated to charity with no probate
tax deduction of $21,910 two lives payout of $98,885. fees. There are also no
may save $6,135. Effective payout rate 6.9%. estate taxes, if married.

After tax payment $3,879, two tax deduction $70,000 and $21,910
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+

Gift Strategies #9 —

Lifetime partnership or May/ December annuity

Deferred Gift Annuity

Bill O'Brien - Age 72 Sara O'Brien - Age 59
First Payment on December 31, 2019

Annuity Amount of $7,800

$100,000 [ N
Deferred
Gift Annuity |:jﬂj
Flexible Annuity Options $1001000
(Approximate Value)

Payout Ages 74/61 $4,358.48 P
Payout Ages 90/77 $12,700.00 Two Lives

1. Property to charity. Partial 2. Annuity payout of $7,800 3. After annuity payments

bypass of gain of $75,000. distributed for two lives. distributed to annuitants,
Total tax deduction of Tax free payout $894.14. approximate remaining
$33,386 may save income Estimated two lives total value given to charity.
taxes of $9,348. payouts are $145,080.

Gift Strategies #10 —

Beneficiary designation - Retirement plans and
life insurance

+

n Retirement accounts

» 401(K), 403(b), Keogh, Traditional IRA,
Roth IRA

n Savings bonds
n Life Insurance

» Beneficiary can be 100%, partial
interest or contingent
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Gift Strategies #11 —

Gift annuity with wealth replacement

$100,000
Cash

Insurance #2 A
$100,000**

#1

5.30%

*after tax — fixe

**premium $1,977 - $2,561 permanent life

Gift Plans and Strategies Every Advi
Can Suggest to Clients.
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