Stretching your charitable dollars

You cannotrespondto all the worthy causeghat seekyour financial support,but you may be
ableto do morethanyou realize.ltOsall a matterof planning.Herearesometechniques
beingusedby thoughtful supporterof schoolsandcolleges,healthandsocialwelfare
groups,thefine artsanda broadrangeof othercharitableorganizations:

Donate appreciated securities

Many investorshavehandsomeapital gainsNand, thus, potentialexposureto incometax on
thosegainswhenthey sell. Solution: Give appreciatedecuritiesinsteadof cash.

Example: Sayyou arein the 35% bracketfor federalincometax purposesThis means
thata cashdonationof $10,000to your favorite charity would costyou $6,500($10,000less
the $3,500in tax you saveby deductingyour donationfrom your taxableincome).Now
supposehat, instead,you donatestockworth $10,000that you purchasedearsagofor
$3,000.YouOrestill entitledto a$10,000charitabIededuction.Whatf)snore,you avoidthe
$1,400capitalgaintax you would owe if you sold the stock. Thatadditional$1,400saving
reduceghe netcostof your $10,000donationto $5,100!

Enhance your income by creating a charitable remainder trust

This type of trustallows you to setasidea substantiad)ift to charity andreserveincome
paymentdor life. The paymentsnay be basedon a specifiedpercentagef the trustfundOs
marketvalue eachyear.(This arrangemenis calleda charitablaemainderunitrust.) Or the
paymentsmay be structuredasa fixed dollar amounteachyear(a charitableremainder
annuity trust).

Example: Mrs. A wishesto makea substantiagift to hercollege,but shealsoneeds
moregenerousncomefrom $200,000worth of securitiescurrentlyyielding only about2%.
Shedecidesto setup a charitablaemainderunitrust. As life beneficiary,Mrs. A will receive
6% of thetrustOsnarketvalue eachyear. At her deaththe assetsemainingin trustwill pass
to thecollege,just asif shehadmadea charitablebequestThanksto the trust, Mrs. A will
receivea substantiallybetterincomeflow eachyear.SheQOalsoentitledto treatpartof her
$200,000deferredgift asanimmediatecharitablededuction.(The portion deductiblein these
caseglependson the donorOage the level of the reservedncomepaymentsand other
factors.)And Mrs. A will notrealizeany capitalgainif thetrusteesellsherlow-yielding
securitiesin orderto reinvestin higher-yieldinginvestments.

Charitableremainderannuity trustsprovide greatercertaintythan unitrusts: The donor
knowsexactlyhow muchthetrustwill payeachyear.Unitrust paymentdluctuatewith
marketconditions.Still, in thelong run mostof thefluctuationsshouldbe upward,creatinga
growingincomeflow thathelpsthe donorkeepabreasof therising costof living.



Note: Charitableremainderunitrustscanbe fundedby installmentsif desired. Annuity
trustsmustbe fundedall at once;no later additionsmay be made.

Conserve family wealth with a charitable lead trust

Wantto help your favorite charity and passalongpartof your estateto your childrenor
grandchildrenn away that minimizesor eliminatesgift tax? Considera charitableleadtrust.
Charitableleadtrustsworks muchlike charitableremaindertrusts,butin reverse A
charity receivesunitrustor annuity paymentdor a specifiedhumberof years,thenthetrust

remaindermpassedo family beneficiaries.

Example: Mr. B, who headsa campaigrio build a newchildrenOwving for the hospital,
plansto makegenerousannualcontributionsto the building fund. He alsowelcomesthe idea
of transferringpart of his substantiakstateto his grandchildrenn atax-efficientmanner.So
he place$300,000in trustto pay a fixed 8% ($24,000)annuallyto the hospitalbuilding
fund. After tenyearsthe annuity paymentswill stop,andthetrustremaindemwill be divided
amongthe grandchildrenNorheldin continuingtrustfor their benefitif theyOrendera
certainage.Result: Throughthetrust, Mr. B is essentiallymaking the samedonationsof
$24,000that heintendedto makedirectly. Now, however,heOslsoputting aside$300,000
for thegrandchildren And for gift tax purposesheis chargedwith a gift of muchlessthan
$300,000His taxablegift is limited to the OdiscountegresentvalueCof the trustremainder.

The ideabehindOplannegiving,Oasthe fund-raisersfor charitiescall it, is thatyou
shouldsit down, consideryour charitableintentions,andlook at thewaysin which these
intentionscanbe linked with stepsthat creategreaterfinancial securityfor yourselfor
membersof your family. ItOsanideaoften worth pursuing.
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