Fashioning a charitable gift:
Creative ways of giving

The ideaof Oplanning@ gift to charity may not springasreadily to mind asinvestmentor
retirementplanning.Yet therearemanywaysto give, andmanykinds of gifts to consider,
especiallywhenyour philanthropicimpulseis strong.

Initial steps

Of course thevery first stepin your planningis to identify the objectof your philanthropy.
Thenconsiderwhat you intendyour gift to accomplish:how you would like your gift to
makea differencebothin generalandspecificterms.At this point you probablywill make
contactwith the director of developmentt your chosencharitableorganizationto discuss
your gift

With the proceduralstepsout of the way, creativity begins.How canyou shapeyour
gift? For instance your gift neednot be cash.You may own certainassetghatyou maywant
to donateandyour charity will be morethangladto receive.And, of course howeveryou
makeuseof your resourcesyouOlwant to fashionthe gift in sucha waythatyou cantake
maximumadvantageof all availabletax deductions.

Gifts of property

Generally,you areentitledto a federalincometax deductionfor your gifts to charity. ThereOs
a taxbonuswhenyou makea gift of along-termcapitalassethathasappreciatedn value
duringthe time thatyou ownedit.

HereOkow it works: You plana substantiajift andare consideringselling some
securitiesthat havegrown significantly over the yearsto fund the gift. YouOllpay a long-term
capitalgain on the saleandthencanpaywhatOseft overto your charity. If you makea gift
of the securitiesthemselvesyou will pay no capitalgain. The charity cansell the securities
withoutincurring any tax. You alsowill be entitledto anincometax deductionfor the fair
marketvalue of the gift of securities.

A more creativeapproachs to makea gift of personaproperty,suchasa work of artor
valuablecollectibles.You candeductthe currentmarketvalue of a gift of appreciated
personabproperty,but therearetwo caveatsOne,if the contributedpropertyis relatedto the
exemptpurposeof the organizationNrarebooksto a library, for instanceNthefull deduction
is available However,if the propertyis unrelatedto the charityOgurposeNthebooksto a
hospitalto sell andusethe proceedsNyourdeductionis limited to the propertyOsostbasis.
Two, althoughyou may makedeductiblecashdonationsequalto up to 50% of your adjusted
grossincome(AGI), the limitation on gifts of appreciategropertyis only 30% of AGI.



Gifts of real estate

For somepeoplea gift of a parcelof land thathasappreciatedignificantly in valuemay be
an especiallyattractivepossibility.

As with otherappreciategroperty,you will havethe opportunityto takeanincometax
deductionfor your charitablecontributionequalto 100% of the propertyOfair marketvalue,
which, if you haveheldthe propertyfor sometime, may be substantialln addition,you pay
no capitalgainon the pastappreciation An addedbonus:You arereducingyour taxable
estateby the valueof your gift.

If you would rathertakea Owait-and-seepproachyou canfashionthe real estategift
as a bequesh your will. Althoughyou receiveno currentincometax deduction,your estate
receivesa full deductionfor thereal estateOlair marketvalueat yourdeath.

Gifts of insurance

Do you haveanexistinginsurancepolicy thatyou no longerneed?That often happenavhen
thereOmsuranceon thelife of a busines®wnerandthe businesss sold; or income
replacemeninsurances in force after retirement.

Why not considermakinga gift of thatpolicy insteadof the cashdonationthatyou were
planning?As long asall of the rights of ownershiparecompletelytransferredo the charity,
you receivea currentincometax deductionequalto thelesserof your costbasisor the fair
marketvalue of the policy (roughly equalto the cashsurrendewalue).

Thereareotherwaysto tailor a charitablegift of life insuranceFor instance|f you
havenamedyour spouseasbeneficiary,you might namea charityassuccessobeneficiaryin
the eventthatyour spousepredeceasegou. Although thereareno immediatetax benefits,if
your spousedoespredeceasgou, andno successobeneficiaryis named the policyOs
proceedsvould beincludedin your estate Or if your namedbeneficiaryno longerneedsthe
insuranceprotectionNadult childrenNfor example,you may changethe beneficiary
designatiomrand nameyour charity. Your estatethenwould receivea charitabledeductionfor
the proceedsaidto the charity.

An extremelycost-efficientapproachs to allow your charity to purchasea policy on
your life. Everyyearyou give the charity a tax-deductibleamountequalto theannual
premiumpayment.At your deaththe proceedsarepaidto the charity. With this approachyou
can makearelatively largegift at avery reasonabl&ost.

Gifts in trust

Fashioningyour gift in trustaddsa greatdealof flexibility to your gift giving.
Therearemanywaysto establishyour trust. For example,you may setup your trust
duringyour lifetime or throughprovisionsin your will. You canarrangefor thetrustto



provideyou with incomefrom thetrustfor your life, orincomefor someonevhom you name
in thetrustdocument.You canprovidefor the gift of incometo yourselfor the named
beneficiary(iesfor a periodof time, followed by a transferto the charity (a charitable
remainder annuity, or unitrust); or the reverseNagift of incometo the charity followed by a
transferof assetdo the namedbeneficiary(a charitable lead trust).

You mayfund your trustwith cash,or be more creativeby usingthe aforementioned
appreciatedecuritiesreal estate por life insurancepolicy. Whenyour donationis placedin
thetrust, you receiveanincome tax deductionfor the charitablepart of the gift. Usually,
somewherdetweenone-fifth to one-halfof the value of the propertywill be deductible,
dependingon severafactorsNthe age(s)of the trustOsncomebeneficiaryor beneficiaries
and thesizeof theincomepaymentshatthe creatorof the trustchooses.

An “income-only” charitable remainder unitrust sShouldbe consideredf retirements
still severalyearsaway,andyou alreadyaretaking maximumadvantageof your tax-deferred
retirementplans.In a nutshellthis kind of trust permitsyour trusteeto investthe trustOs
assetdor long-termgrowth until you retire andneedincomefrom thetrust.

YouOlineedto crossall the OtOsahddot all the OiOsi® orderto reapall the possibletax
benefitsfrom a charitablegift in trust. Be sureto conferwith your attorney,trustconsultant
and thecharity itself whenconsideringany of thesecreativewaysof giving.
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