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L What is a Gift?
A. Immediate outright gift versus a "future" or "deferred" gift (planned gift)
B. Requirements for a valid gift.
1. Competent Donor ("Donor"=a person who makes a gift)
a. Mental Capacity
b. Minimum Age
2. Donative intent (intent to make a gift)

3. Irrevocable transfer/delivery of subject of gift (donor gives up possession and
control of property that is the subject of the gift)

4. Acceptance of the gift by the donee (the recipient of the gift-the charity)
II. What is Planned Giving?
A. Why would a Donor be interested in Planned Giving?

B. Why should Charities be interested in Planned Giving (in addition to their annual
campaign and capital campaigns)? See "The Case for Planned Giving" attached.

C. What is an Endowment? A gift or bequest—or a fund created through gifts and
bequests—intended to be kept intact to generate income for a charitable organization.

I Definitions
A. Use of the term "Property” (any type of asset, not just real estate)
1. Real Property (and minerals)
2. Personal Property (tangible and intangible)
a. Tangible Personal Property.
b. Intangible Personal Property.
B. What is a Trust?
C. What is a Life Estate?



D.
E.

F.

What is a Remainder Interest?

What is an Annuity?

What is the present value of a future gift?

Income Tax Savings for Donors - Income Tax Charitable Deduction

A.
B.
C.
D.

The Income Tax System - See Exhibits A and B

Percentage Limitations for Income Tax Deduction - See Exhibit C

Five year carry forward for excess income tax charitable deduction

Alternative Minimum Tax (AMT) Considerations - See Exhibit D

The Estate and Gift Tax System - Excise Tax on Transfers - See Exhibits E-1 through E-3

A.

What is a Transfer?

1.
2.

Lifetime Gifts to individuals (subject to Gift Tax)

Gifts effective upon Death (subject to Estate Tax ["death tax"])
a. Gifts made by Will ("testamentary” gifts)

b. Gifts made via a Revocable (Living) Trust

c. Gifts made by beneficiary designation

d. Gifts made via multi-party accounts and similar arrangements
(examples: JTWROS, POD, TOD, etc.)

Who pays the Estate/Gift tax?

1.
2.

3.

Donor (maker of the gift) pays the gift tax

Donee (recipient of the gift) may pay the gift tax (net gift)-but not the usual
case

Decedent's Estate pays the estate tax

Important exclusions and deductions

1.

$12,000 per donee (recipient) per year annual gift tax exclusion (2008
amount)

Unlimited medical and tuition exclusion—if paid directly to provider
$2,000,000 applicable estate tax exclusion amount (2008 amount)

$1,000,000 (cumulative) lifetime gift tax exemption amount
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D.

5. Unlimited marital deduction for qualified transfers to spouse who is a United
States citizen (during life and at death)

6. Limited gift tax marital deduction for qualified transfers made to a spouse
who is NOT a United States citizen - $128,000 (2008 amount)

7. Limited estate tax marital deduction for qualified transfers made to a spouse
who is NOT a United States citizen - Qualified Domestic Trust (QDOT)

8. Unlimited charitable deduction (at death) for qualified transfers to charity

Basic Estate Planning - See Exhibits F-1 and F-2

VL. The Generation-Skipping Transfer ("GST") Tax

A.

What is a Generation-Skipping Transfer?

1. Direct Skip (outright gift from grandparent to grandchild [skip person])
2. Indirect Skip (gift to a "GST Trust")

3. Taxable Distribution (distribution from a GST Trust to a skip person)

4. Taxable Termination (termination of a non-skip person's interest in a GST
Trust in favor of a skip person)

What is the Generation-Skipping Transfer Tax Rate? (flat tax at the highest estate
and gift tax rate)

What is the GST Exemption Amount? ($2,000,000 in 2008)

How is the GST Exemption Amount Allocated?

1. Form 709 (Gift Tax Return) - for lifetime generation-skipping transfers
2. Form 706 (Estate Tax Return) - for generation-skipping transfers effective
upon death

VII.  Types of "Planned Gifts" (gifts other than immediate, outright gifts, made to charity)

A.

"Deferred" outright gifts of cash or other assets made in Will or Living Trust

(gift is not effective until donor dies because such gifts are revocable until death;
nevertheless, many charities recognize these planned gifts, if aware of them, through
"legacy societies™)

1. Specific Bequests in Wills/Trusts (a gift of a specific amount of cash, such as
$10,000, or specific assets, such as 100 shares of Exxon stock)

2. Percentage Gifts of Testator's "Residuary Estate"” (e.g., charity may receive 10%
of decedent's remaining probate or trust assets [ "residuary estate"] per Will or Living
Trust=Will or Trust should address whether charitable residuary gift is to bear any
portion of the debts, funeral expenses, administration expenses, and, especially, death
taxes [if applicable] because the residuary estate usually bears these charges)
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3. Contingent Residuary/Remaining Property Gifts in Wills/Trusts - provision in
Will or Living Trust for alternate gift to charity if primary beneficiary/beneficiaries

do not survive (depending on contingency, gift could be somewhat likely or very
remote—example, if no spouse or descendants survive, all to charity)

Gifts of Life Insurance, IRAs and/or Qualified Retirement Plans upon death — these

gifts are made pursuant to the beneficiary designation form on file with company
(IRAs and Qualified Retirement Plans are excellent assets to use to satisfy intent to
make charitable gifts at death—both estate taxes and income taxes are avoided-but
gifts should be made via beneficiary designation and not through Will or Trust)

Bargain Sales - An asset is sold to charity for less than its fair market value, so the
transaction is treated as part sale and part gift

Charitable Gift Annuities - A (simple) contractual arrangement between a donor and
a charity. Donor irrevocably transfers cash or other easy to liquidate assets (such as
marketable securities) to charity in exchange for charity's promise to pay a fixed
annuity to one or two individuals for life. The annuity can start immediately (an
immediate annuity) or can start later (a deferred annuity). The annuity is based on
the age of the annuitants (the persons to whom the charity will pay the annuity). The
American Council on Gift Annuities publishes gift annuity rates that most charities
follow. The charitable gift annuity is not an insured investment—it is part gift and
part return of basis plus income.

Non-trust split property arrangements

1. Life Estate-Remainder Splits - Donor deeds a home or farm (or other
personal residence) to charity for life and reserves a life estate in the property
for himself (or jointly for himself and his spouse). Charity receives property
upon death of donor (or donor and spouse).

2. Fractional or Undivided Interest Gifts - One example would be a gift of an
undivided interest in real estate to charity (e.g., 20%). When the property is
sold, charity receives its share of the proceeds. Another example would be
a donor's gift to a museum of a 25% interest in a painting or coin collection.
Congress made substantial changes to the rules relating to this type of gift
(i.e., gifts of tangible personal property) in the Pension Protection Act (due
to perceived abuses).

Split-Interest Trusts - Can be established to be effective immediately or only upon
death; most require the donor to execute a legal document (e.g., a Will or a Trust
Agreement) to create the trust; the trust must be irrevocable to be effective; the trust
must be drafted to meet specific qualification requirements—not all "split interest
trusts" will qualify—significant expertise is required to draft these trusts

1. Charitable Remainder Trusts (CRTs) - Donor places assets in a qualified
irrevocable trust and either retains the "lead interest" for himself (or himself
and his spouse) or gives the "lead interest” to one or more other individuals
for a term of years or for life and, upon termination of the trust, the remainder
interest passes to charity (outright). The lead interest must meet the
requirements in the Treasury Regulations as either a qualified annuity interest
or a qualified unitrust interest.
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a. Charitable Remainder Annuity Trusts (CRATS) - The lead interest paid to

one or more individuals is a fixed annuity, based on the initial fair market
value of the assets placed in the trust (e.g., 5%), which does not change
despite changes in the value of the assets in the trust. No additional
contributions can be made to the trust after the initial contribution.

b. Charitable Remainder Unitrusts (CRUTS) - The lead interest paid to one
or more individuals is a fixed percentage (e.g., 5%) of the fair market value
of the trust, re-determined each year. The lead interest in a CRUT is called
the "unitrust amount". Additional contributions can be made to a CRUT
because the unitrust amount is recalculated and changes with changes in the
value of the trust.

(1) Net Income CRUTSs (NICRUTS) - With this type of CRUT, the
lesser of actual trust net income or the unitrust amount is paid out to the
individual beneficiary/beneficiaries each year.

(2) Net Income with Makeup CRUTs (NIMCRUTSs) - With this type
of CRUT, the lesser of actual trust net income or the unitrust amount is paid
out to the individual beneficiary/beneficiareis each year and, in later years
when net income exceeds the current unitrust amount, prior shortfalls can be
made up.

Charitable Lead Trusts (CLTs) - Donor places assets in a qualified
irrevocable trust in which the "lead interest” is paid out to charity for a term
of years and upon termination of the trust, the remainder interest passes to
one or more individuals (outright or in new trusts). The lead interest must
meet the requirements in the Treasury Regulations as either a qualified
annuity interest or a qualified unitrust interest.

a. Charitable I.ead Annuity Trusts (CLATS) - The lead interest paid to charity
is a fixed annuity based on the initial fair market value of the assets placed
in the trust (e.g., 5%). No additional contributions can be made to the trust
after the initial contribution.

b. Charitable Lead Unitrusts (CLUTSs) - The lead interest paid to charity is a
fixed percentage (e.g., 5%) of the fair market value of the trust, re-determined
each year. Additional contributions can be made to a CRUT.

Pooled Income Funds - Some charities establish these "group trusts" to which
numerous donors can make irrevocable contributions (that are commingled
and invested together), in which the donor retains the right to be paid his or
her proportionate share of the annual income of the fund until death, at which
time the donor's contributions are permanently owned by the charity.

QTIP Trust with Remainder to Charity - A married couple with charitable
intent (and usually no children) create a QTIP Trust in their Wills or Living
Trust instrument(s), to which assets are to pass on the death of the first
spouse, which will be held for the exclusive benefit of the surviving spouse
for his/her life, with all trust income (at least) being distributed out of the
trust to the spouse for life, and with the assets remaining in the trust on the
death of the surviving spouse being distributed (outright) to one or more
charities. No estate taxes are paid on the death of first spouse due to the
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VIIL

unlimited estate tax marital deduction (assuming the surviving spouse is a
United States citizen) and no estate taxes are paid on the death of the
surviving spouse due to the unlimited estate tax charitable deduction.

Private Foundations - A privately created and controlled charity that is subject to
strict rules against self-dealing and is also subject to extensive administrative and
distribution rules. Created either as a trust or as a non-profit corporation. Preferred
by donors who want to maintain control of charitable gifts that are made.

1. Grant-Making Foundations. These foundations make annual grants to public
charities.  Public charities interested in receiving grants submit grant
requests.

2. Operating Foundations. These foundations actually conduct charitable
activities (e.g., a museum).

Supporting Organizations - These organizations are like foundations but support a
particular public charity.

Donor Advised Funds with a Community Foundation - A community foundation
receives enough public support to be treated like a public charity for purposes of the

income tax contribution and deduction rules. Donors cannot control the gifts that are
made with the funds they contribute to the community foundation, but they can
recommend (i.e., provide advice regarding) what the community foundation should
do with their gifts.

Advantages and Disadvantages of each type of Planned Gift, including Tax Consequences

=

= 0 mE U 0w

Specific Gifts in Wills and Trusts

Residuary Gifts in Wills and Trusts
Contingent Residuary Gifts in Wills and Trusts
Gifts of Life Insurance, IRAs and/or Qualified Retirement Plans
Bargain Sales

Charitable Gift Annuities

Non-trust split property arrangements

CRATs

CRUTs

1. NICRUTs

2. NIMCRUTs

CLATs

CLUTs



Pooled Income Funds
QTIP Trust with Remainder to Charity
Private Foundations

Supporting Organizations

v 0 Z Z U

Donor Advised Funds

Other Matters

A. IRS Publication 526, Charitable Contributions

B. IRS Publications 1457, 1458 and 1459, labeled, Book Aleph, Book Beth and Book
Gimel, respectively (providing tables used to compute the actuarial values of
annuities, unitrusts and the depreciation adjustment for valuing a remainder interest
when depreciated property is given to charity)

C. Model Standards of Practice for the Charitable Gift Planner - Attached

Some Examples of How the Numbers Work: the Charitable Deduction, the Taxable Gift
and the Value of What Charity and the Individual Beneficiaries Receive

Exhibit G - Summary of $1,000,000 gift to various charitable split-interest trusts
Exhibits H-1 through H-4 - Split-interest trust calculations summarized in Exhibit G
Exhibits I-1 through [-4 - Descriptions of the four split-interest trusts

Exhibit J - Charitable Gift Annuity Example



The Case for Planned Giving
By John Elbare, the PG-COACH

Surprisingly, many charitable organizations do not seek planned gifts from their
supporters. Perhaps they view planned giving as a highly-technical option that is
beyond their ability. Or they may feel that planned giving has little relevance for them,
since their donors are not wealthy. Nothing could be further from the truth. These
common misconceptions are preventing many charities from using the one tool that can
bring in huge revenues over time.

Planned gifts, which average about $50,000, can have a truly transformational effect on
a charity that has been struggling from month to month, barely meeting the budget.
Over time, planned giving can build an endowment for your organization, providing a
growing and dependable stream of revenue, year after year. Planned giving ensures the
long-range financial health of your organization.

Any organization that raises funds should be asking for planned gifts. The vast majority
of planned gifts are not complex or technical at all. They are quite simple. You ask your
supporters to leave your charity some of their assets, after they no longer need them.
Notice that we have not even mentioned anything about reducing taxes or guaranteeing
lifetime income. We just ask for a gift at the end of life.

If this is all you ever do, you will still have a highly successful planned giving program.
You certainly can enter the technical areas of planned giving, once you are ready, but
that is not necessary in the beginning. The core business of planned giving is the simple
and straightforward request for a gift at the end of life. Any charity can do that. Every
charity should.

Planned gifts are not just for the wealthy. In fact, the beauty of planned giving is that it
enables your average, middle class supporter to become a major gift donor. Many of
your loyal donors, especially retirees, live on modest fixed incomes. They worry about
running out of money and the cost of huge medical bills. So they make small donations
while they are alive, carefully protecting their savings. Yet these same donors are often
willing and able to leave large 5- and 6-figure estate gifts in their estate plans.

These donors usually give through a bequest in a will, or a beneficiary designation on an
IRA or a life insurance policy. These gifts are easy to understand, and they are easy for
your donors to arrange. They are revocable, so your donor does not have to worry about
tying up assets that may be needed later in life.

If you are not asking for these gifts, you are missing out on most of the economic value
of your donors. Why work hard to acquire new donors and renew them every year, only
to miss out on the largest gift they can give your organization? It is an unpleasant wake-
up call when you learn that one of your most loyal donors left her entire estate to some
other charity. Why weren't you inciuded in her plans? It is because you did not ask!

For more tips on successful planned gift development,
visit our website: www.pgcoach.com

This article was previously published in PG-Mentor

Copyright 2003, Florida Philanthropic Advisors, LLC




Model Standards of Practice for the Charitable Gift Planner

PREAMBLE

The purpose of this statement is to encourage responsible gift planning by urging the adoption of the following Standards of
Practice by all individuals who work in the charitable gift planning process, gift planning officers, fund raising consultants, attorneys,
accountants, financial planners, life insurance agents and other financial services professionals (collectively referred to hereafter as
"Gift Planners"), and by the institutions that these persons represent.

This statement recognizes that the solicitation, planning and administration of a charitable gift is a complex process involving
philanthropic, personal, financial, and tax considerations, and as such often involves professionals from various disciplines whose
goals should include working together to structure a gift that achieves a fair and proper balance between the interests of the donor
and the purposes of the charitable institution.

I. PRIMACY OF PHILANTHROPIC MOTIVATION
The principal basis for making a charitable gift should be a desire on the part of the donor to support the work of charitable
institutions.

II. EXPLANATION OF TAX IMPLICATIONS

Congress has provided tax incentives for charitable giving, and the emphasis in this statement on philanthropic motivation in no
way minimizes the necessity and appropriateness of a full and accurate explanation by the Gift Planner of those incentives and their
implications.

IIL. FULL DISCLOSURE

It is essential to the gift planning process that the role and relationships of all parties involved, including how and by whom each is
compensated, be fully disclosed to the donor. A Gift Planner shall not act or purport to act as a representative of any charity without
the express knowledge and approval of the charity, and shall not, while employed by the charity, act or purport to act as a
representative of the donor, without the express consent of both the charity and the donor.

IV. COMPENSATION

Compensation paid to Gift Planners shall be reasonable and proportionate to the services provided. Payment of finders fees,
commissions or other fees by a donee organization to an independent Gift Planner as a condition for the delivery of a gift are never
appropriate. Such payments lead to abusive practices and may violate certain state and federal regulations. Likewise, commission-
based compensation for Gift Planners who are employed by a charitable institution is never appropriate.

V. COMPETENCE AND PROFESSIONALISM

The Gift Planner should strive to achieve and maintain a high degree of competence in his or her chosen area, and shall advise
donors only in areas in which he or she is professionally qualified. It is a hallmark of professionalism for Gift Planners that they
realize when they have reached the limits of their knowledge and expertise, and as a result, should include other professionals in
the process. Such relationships should be characterized by courtesy, tact and mutual respect.

VI. CONSULTATION WITH INDEPENDENT ADVISORS
A Gift Planner acting on behalf of a charity shall in all cases strongly encourage the donor to discuss the proposed gift with
competent independent legal and tax advisers of the donor's choice.

VII. CONSULTATION WITH CHARITIES

Although Gift Planners frequently and properly counsel donors concerning specific charitable gifts without the prior knowledge or
approval of the donee organization, the Gift Planners, in order to insure that the gift will accomplish the donor's objectives, should
encourage the donor, early in the gift planning process, to discuss the proposed gift with the charity to whom the gift is to be
made. In cases where the donor desires anonymity, the Gift Planners shall endeavor, on behalf of the undisclosed donor, to obtain
the charity's input in the gift planning process.

VIIL. DESCRIPTION AND REPRESENTATION OF GIFT

The Gift Planner shall make every effort to assure that the donor receives a full description and an accurate representation of all
aspects of any proposed charitable gift plan. The consequences for the charity, the donor and, where applicable, the donor's family,
should be apparent, and the assumptions underlying any financial illustrations should be realistic.

IX. FULL COMPLIANCE
A Gift Planner shall fully comply with and shall encourage other parties in the gift planning process to fully comply with both the
letter and spirit of all applicable federal and state laws and regulations.

X. PUBLIC TRUST

Gift Planners shall, in all dealings with donors, institutions and other professionals, act with fairness, honesty, integrity and
openness. Except for compensation received for services, the terms of which have been disclosed to the donor, they shall have no
vested interest that could result in personal gain.

Adopted and subscribed to by the National Committee on Planned Giving and the American Coundi on Gift Annuities,
May 7, 1991. Revised April 1999.



2008 Federal Individual Income Tax Rates

Single Joint Returns & Heads of
Col. 1 Individuals " Surviving Spouses Households
Taxable Tax on Rate on Tax on Rateon| Taxon Rateon
Income Col. | Excess Col. | Excess Col. 1 Excess
$ 0 $ 0 0% |$ O 10% $ 0 10%
8,025 802.50 15%
11,450 1,145 15%
16,050 1,605 15%
32,550 4,481.25 25%
43,650 5,975 25%
65,100 ‘ _ 8,962.50 25%
78,850 16,056.25 28%
112,650 | 23,225 28%
131,450 25,550 28%
164,550 40,052.25 33%
182,400 42,755 33%
200,300 44,828 - 33%
357,700 103,791.75 35% 96,770 35% 100,604 35%

“Taxable Income” is your total income, minus deductions for business expenses,
contributions to retirement plans and other "adjustments,” from which you subtract
the standard deduction or itemized deductions, whichever is larger, and your personal
and dependency exemptions. Net long-term capital gains (on assets held more than 12
months) and dividends are generally taxed at a maximum of 15%. Taxpayers must
compute regular taxes and also “alternative minimum tax” and pay whichever is more.

EXHIBIT A


























































