Planned Giving @




- What is Planned Giving?

Integration of Donor'’s

 Personal Goals

- Financial Goals

- Estate Planning Goals
 Charitable Goals

Creates an opportunity for giving
when otherwise not possible.
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WHAT IS PLANNED GIVING?

Planned giving is the integration of personal, riitial, and estate planning goals with a person’s
goals for lifetime or testamentary charitable givift's an opportunity for charitable giving in
circumstances that may not otherwise allow a domanake a gift to charity.



“Current vs. Planned Giving

Current Giving Planned Giving
“All or Nothing” “Something for Everyone”
Simple Simple to Complex
Current Current or Deferred
Well-Known Lesser Known
Strict Requirements Flexibility
Few Options Many Options
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CURRENT GIVING V. PLANNED GIVING

A planned gift provides options for everyone. Blaange from simple to complex. Both current anfdmled
plans may be created. Flexibility can be builbiaach plan. There are many different kinds ofomgtto be
explored based on the donors needs and preferences.



“Common Planned Gifts

« Bequest
- Charitable Gift Annuity (CGA)

- Charitable Remainder Trust (CRT) %
- Charitable Lead Trust (CLT)

- Life Estate Reserved/Gift of Remainder
+ Pooled Income Fund (PIF)

- Bargain Sale

COMMON PLANNED GIFTS

In this presentation we will discuss the most comrygpes of planned gifts. We will go through
each type individually and explain the benefits.



Gift to Charity at Death

Donor Wishes to Benefit Charity

Bequest Provisions in Will or Trust

Beneficiary Designation
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BEQUEST

A bequest is a gift to charity at a person’s dedthis is the simplest type of planned gift and
one of the easiest to implement. Many people désibenefit charity but are unable to donate
property to charity while they are alive. For exd a donor may have property that is needed
during life to cover living expenses or rising lbalare costs. A donor can retain ownership and use
of their property during their lifetime and stikkbefit the charity by leaving the property to the
charity at their death.

A donor can leave property to charity by includangequest in his or her will or trust or in the
case of property that passes by beneficiary desiggnésuch as individual retirement accounts) by
designating charity as a beneficiary.




"Benefits of Bequest

o Gift to Charity
e Estate Tax Deduction

® Preserves Lifetime Flexibility

e Simplest Planned Gift

® Easy to Implement
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BENEFITS OF A BEQUEST

As you can see, a bequest is simple to understash@asy to implement. The benefits of a
bequest include a nice gift to charity. The clyaritceives cash or property. There is also arieesta
tax deduction. The amount given to charity isswdiject to federal estate tax. A bequest preserves
lifetime flexibility. A donor is able to use andmtrol property while alive.




~ Charitable Gift Annuity (CGA)

* CGA 1s a Contract Between
a Donor and a Charity

« Donor Makes a Gift to Charity

« Charity Agrees to Make Fixed Payments
for Life of Income Beneficiaries
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CHARITABLE GIFT ANNUITY (CGA)

A donor wants to make a gift to charity but neeztyufar payments to supplement income.
Donor and charity enter into a charitable gift atjnagreement. A charitable gift annuity (CGA) is
a contract between a donor and charity. In exohdoga gift of cash or property, a charity agrees
make fixed payments for life. A gift annuity corgtaan begin making payments immediately (a
current gift annuity) or defer payments for at te@se year (a deferred gift annuity).




" Gift Annuity Benefits

« Gift to Charity
* Charitable Tax Deduction
 Fixed Payments for One

or Two Lives
« Higher Rates for Older Ages
 Partly Tax-Free Payment
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GIFT ANNUITY BENEFITS

Gift annuities provide many benefits. A donor gieash or appreciated property to charity and in
exchange, the charity makes fixed payments fotifiimes of one or two individuals.

Gift annuity payments are not dependent upon theityts rate of return. Instead, the payments are
based on a rate schedule. Many charities use achtdule set by the American Council on Gift
Annuities (ACGA). Under the ACGA's rate schedules blder a person receiving gift annuity
payments, the higher the rate.

Gift annuities also include partly tax-free paynsemre-determined portion of each gift annuity
payment is tax-free and the remaining amount ol gayment is taxable (at either ordinary and/or
capital gain rates).



“CGA Target Donor

* Older Donors Who Want
Fixed Payments

« Cash Donors

« Asset Rich, But Cash
Poor Donors

- Typically $10,000+

CGA TARGET DONOR

For a Charitable Gift Annuity target donors inclumlder donors who desire fixed payments for
life and also donors who have cash or appreciatepepty that produces little or no income.



“Charitable Remainder
Trust (CRT)

Donor Makes Gift to Trust

=) Trust Makes Payments
to Donor

- For One or More Lives —d
- For Term of Years

Remainder to Charity
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CHARITABLE REMAINDER TRUST

A charitable remainder trust is a trust that reegigash or property from a donor, makes
payments for a life, lifetimes or term of years dnen distributes the rest to charity. If a donants
to turn appreciated property that produces little@income into a productive asset without paying
capital gains tax on the sale of the property theharitable remainder trust might be appropriate.
The donor contributes the appreciated propertydioagitable remainder trust that will sell the
property tax-free and then make payments for lifa term of years.
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* Gift to Charity
 Charitable Tax Deduction
» Fixed Payments Life or Term
* Increased Income

* Trust Sells Asset Tax Free
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BENEFITS OF A CRT

Some of the benefits of a charitable remaindett incdude receiving a charitable tax deduction
and bypassing gain (trust sells property tax-fréeCRT can last for the lifetimes of one or more
beneficiaries or for a specific term of years aagigpa percentage of its value to the trust bemefici

11



"CRT: Target Donor

« Cash Donors
» Asset Rich, Cash Poor
- Typically S1I00K+
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CRT: TARGET DONOR

For a charitable remainder trust a donor with aashppreciated property with a value of at
least $100,000 who wants increased income would betefit from this plan.
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"CRT: How to Implement?

« Draft Trust Document

« Donor Transfers Cash or
Property to Trust

S

» Trust Sells Property
Tax Free

- Trust Makes Regular
Payments to Donor
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CRT: HOW TO IMPLEMENT?

So how is a CRT implemented? An attorney drafteaitable remainder trust. Once the CRT
is created, the donor transfers cash or apprecatazbrty to the CRT. The CRT is a tax-exempt
trust that can sell the appreciated property withi@ying capital gains tax. The trust then makes
regular payments to the donor.

13



"CRUT v. CRAT

Unitrust (CRUT) | Annuity Trust (CRAT)
Contributions >1 1
Trust Payout Fixed Percentage Fixed Payment
5% Min. Payout Yes Yes
10% Deduction Yes Yes
5% Prob. Test No Yes
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CRUT VS. CRAT

Each year, a CRT pays either an annuity amounhitrugt amount to its beneficiaries. A
charitable remainder annuity trust (CRAT) paysxadi dollar amount each year. By contrast, a
charitable remainder unitrust (CRUT) pays a différ@mount each year. In most cases; this amount
is equal to a fixed percentage of the trust vatubeabeginning of the year in which the payment is
made.



Four-Tier Taxation

Category Tax Rate

Ordinary Income / Dividends 37% 20%/15%
Capital Gain

Short-Term 37%

Tangible Personalty 28%

Depreciation 25%

Long-Term 20%/15%
Tax Free 0%
Return of Principal 0%
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FOUR-TIER TAXATION

When a donor transfers assets to a charitable thaste assets may be held by the trust or sold and
reinvested. The taxable nature of the paymentsratiof the trust depends on the types of invastsne
kept inside the trust. The process of four-tiastraccounting can be complex, but the concepinigls.

The rule requires payment of income in the ordeheftiers shown above: ordinary income first, then
capital gain, etc. As a result, all ordinary incoeagned by the trust must be distributed before any
capital gain or tax-free amounts are paid by thstir

As shown in the table, ordinary income is paidfost. Ordinary income items include rental
income and dividends. One nice thing about theeotitax situation is that dividends are taxed at a
favorable rate.

Next, capital gains are paid out. There are sédiffarent types of capital gain property and you
can see how each type is taxed at a different rEite. most common capital gain property is usually
short-term or long-term capital gain property, thé other two types may be used as trust invesnent

Third is tax-free income from the trust. This vabme from investments such as tax-exempt
municipal bonds.

The final type of asset distributed is the tax-freurn of basis or principal. The basis or priatig
the amount paid for an asset and comes out oftisetax-free.

The trustee must carefully select and manage tis¢ imvestments. Since the goal for most trusts is
to distribute capital gain, the trustee typicallyl ¥y to minimize ordinary income assets and nmaizie
capital gain assets.
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“Charitable Lead Trust (CLT)

» Gift to Trust

« Trust Makes Payments
to Charity For Term of Years

- Remainder to Donor or Family
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CHARITABLE LEAD TRUST

A charitable lead trust is a trust that receiveshaar property from a donor, makes payments to
charity for a specified period and, at the enchefperiod, distributes the trust property to a sigec
beneficiary, usually family.

16



- Gift to Charity

e Charitable Gift or
Estate Tax Deduction

- Pass Appreciation
to Family
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BENEFITS OF CLT

Some of the benefits of doing a charitable leasdttinclude a gift or estate tax deduction where
the donor receives a current federal gift or esttededuction for the present value of the payment
that will go to charity. When the donor gives pedy to a lead trust and that property plus growth
passes to his or her family with no additional tax

17



CLT: Target Donor

« Donor Who Wants to Pass
Specific Property

- With High Growth Potential
To Family

- With Low Gift or Estate Tax

- Typical Lead Trust
$1,000,000+

Copyright © 2019 Crescendo Interactive, Inc.

CLT: TARGET DONOR

A charitable lead trust target donor would be persbo wants to pass specific growth property
that is expected to grow substantially to familyoat gift or estate tax cost. A lead trust is idea
persons with large estates.
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"CLT: How to Implement?

« Draft Trust Document

« Donor Transfers Cash or
Property to Trust

« Trust Makes Regular
Payments to Charity

« Asset Passes to Donor
or Family
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CLT: HOW TO IMPLEMENT?

An attorney drafts a charitable lead trust (CLTic® the CLT is created, the donor transfers
cash or property to the CLT. Unlike a CRT, a CkTitaxable trust. Every year of the trust term,
the CLT will report its income and then take a dztaun for the amount that it distributes to charity
Any excess is subject to tax. After the selectedht¢he asset then passes to the donor or family.

19



“Grantor CLT v. Family CLT

Grantor CLT Family CLT
Income Tax Deduction Yes No
Donor Taxed on e e
Income?
Remainder To? Donor Donor's Family
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GRANTOR CLT v. FAMILY CLT

There are two basic types of CLTs: a family CLT angrantor CLT.

A grantor CLT receives property and ultimately ratuit to the donor. The donor gets an
income tax deduction when he creates the truster\the trust calculates its income each year,
however, the donor has to report this income omhlger personal income tax return even though he
or she did not receive any of the income. The fiteoea grantor CLT is a large current income tax
deduction which can offset a donor’s high incoméhmyear the trust is created.

A family CLT receives property and ultimately dibtrtes it to someone other than the donor.
No income tax deduction is available to a donor wreates a CLT.
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"Life Estate Reserved

- Donor Gifts Property to Charity

» Donor Retains Right to Use or L1ve
on Property for Lifetime

« Donor Recelves a Current
Tax Benefit
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LIFE ESTATE RESERVED

In a Life Estate Reserved a charity accepts afifiroperty — either a personal residence or
farm — and the donor retains the right to use tlopgnty for his or her lifetime.
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" Benefits of Life Estate

- Gift to Charity

e Charitable Income
Tax Deduction

* Right to Use or Live
on Property fro Lifetime
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BENEFITS OF LIFE ESTATE

The donor receives a current federal income taxictezh for the remainder value of the home
or farm. And the donor is able to use and corftoshe or farm while alive
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« Donor Who Wants Current
Income Tax Deduction

Copyright © 2019 Crescendo Interactive, Inc.

LIFE ESTATE: TARGET DONOR

For a life estate the target donor would be anradd@or that has enough liquid assets available
for living expenses and desires a current incomaéauction.
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LIFE ESTATE: HOW TO IMPLEMENT

A donor executes a deed transferring a house wor faicharity. In the deed, the donor retains a
“life estate,” which is the right to live in the me and use it for life. At the time of the githet
donor and charity also enter into a “MIT” or maiméace, insurance and taxes agreement specifying
the donor’s responsibilities with respect to thenko- including the payment of maintenance,
insurance and taxes. After the donor passes dhaygsset then passes to a charity.
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POOLED INCOME FUND

For a pooled income fund a charity accepts a §ifagh or stock, invests it with similar gifts
from other donors and then distributes a propoatiershare of earnings to the donor. At the donor’s
death, the charity then receives the remainder.
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BENEFITS OF PIF

The donor receives a current federal income taxictémh. If the donor transferred appreciated
property to the charity and this property is sojdie pooled income fund, the donor is able to
bypass part of the capital gain attributed to tsmets Finally, he or she receives a percentatjeeof
pooled income fund earnings every year
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PIF: TARGET DONOR

In a pooled income fund the target donor would lbe@@or who wants a tax deduction and
income stream and is willing to give principal taacity.

27



PIF: HOW TO IMPLEMENT

Donor transfers cash or appreciated property t@tided income fund and receives an income
tax deduction for the present value of what willléf for the charity at the donor’s death. Th& PI
sells appreciated property and all capital gaioygassed. The cash or property sale proceeds are
invested as part of the PIF. The donor receivesreentage of the PIF earnings each year. These
earnings are usually taxed to the donor as alhargliincome. The charity then receives the
remainder after the donor passes away.
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BARGAIN SALE

With a bargain sale a charity purchases propertiefs than fair market value or accepts a gift
of mortgaged property. At this time the donor gatsncome tax deduction for the difference
between the fair market value and the sale prickeproperty.
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BENEFITS OF BARGAIN SALE

When establishing a bargain sale there is an immtedienefit to donor. The donor gets a cash
payment or debt relief. The donor is also ablavoid capital gain on the gifted part of the praper
And, he or she receives a current federal incomeleéauction for the part of the property given to
charity.
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BARGAIN SALE: TARGET DONOR

A bargain sale target donor would be anyone thatsoappreciated property and wants to
benefit charity but needs a benefit in return @itbash or debt relief).
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BARGAIN SALE: IMPLEMENTATION

A bargain sale works just like any other sakeepthat the sale price is a bargain (less than the
property is worth). A donor sells the propertyctarity and receives a cash payment or debt relief.
The donor gets the cash or debt relief he needshencharity gets a valuable property for less than
full price. The difference between the sale pend the appraised value of the property is a gift t
the charity.
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