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Planned Giving Techniques
Prepared by Chris Johnson, Attorney at Law
Outright Gifts
Description

Any person may provide in his/her Will or Trust for an outright gift of cash or other assets to the church after death.  This gift may be directly to the donor’s church or to an endowment fund for the continuing benefit of various worthy Presbyterian entities.

Tax Results

Any outright gift made to a charitable entity is fully deductible for federal estate tax purposes.  There are no income tax benefits or detriments to this technique.

Prospective Contributors

Absolutely everyone!  This technique is often used by persons of little wealth as well as wealthy persons.  The motivation for this type of gift is often the planned replacement of the loss of contributions made during the donor’s lifetime.

How to Do It

Discuss this gift in general terms and urge the person to see his/her attorney for the preparation of a Codicil or Trust Amendment.  Ask for a copy for your files.

Remember:  “I am not sure, so let me check it and get back with you.”
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Life Insurance Proceeds

Description

Any person who now owns any life insurance policies or are insurable for the purpose of securing new life insurance can name the church or and endowment fund as the beneficiary of all or part of the policy proceeds.  The proceeds will be paid directly to the named benefieciary by the insurance company following the death of the donor.

Tax Results

Any life insurance proceeds paid to a charitable entity are fully deductible for federal estate tax purposes if the proceeds are included in the donor’s taxable estate.  There are no income tax benefits or detriments to this techniques unless the designation of the charitable beneficiary is irrevocable, in which case the premiums constitute a charitable deduction.

Potential Contributors

Absolutely everyone!  This technique is often used by persons of little wealth as well as wealthy persons.  The motivation for this type of gift is often the planned replacement of the loss of contributions made during the donor’s lifetime.

How to Do It

Discuss this gift in general terms and urge the person to see his/her life insurance agent for the purchase of a new policy or the preparation of a new beneficiary designation for an existing policy.  Ask for a copy for your files.

Remember:  “I am not sure, so let me check it and get back with you.”
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Retention of a Life Interest

Description

A person may make a current gift to the church and retain the lifetime use of the gifted property.  For example, a donor may gift his/her home and retain the right to live in the home for his/her remaining lifetime.

Tax Results

Any gift with a retained life interest is included in the donor’s taxable estate, but with a corresponding charitable deduction for estate tax purposes.  There are no income tax benefits or detriments to this technique.  The tax rules offer special exceptions for a personal residence or farm.  Consulting our Presbyterian Church (USA) Foundation representative or a tax expert is strongly recommended.
Potential Contributors

Absolutely everyone!  This technique is often used by persons of little wealth as well as wealthy persons.  The motivation for this type of gift is often the planned replacement of the loss of contributions made during the donor’s lifetime, while retaining the use of the asset or its income during the remaining lifetime.

How to Do It

Discuss this gift in general terms and urge the person to see his/her attorney for the preparation of the documents needed to implement this technique.  Our Presbyterian Church (USA) Foundation representative can assist in this situation with more specific details.  Ask for a copy for your files.

Remember:  “I am not sure, so let me check it and get back with you.”
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Donor Advised Fund

Description

A current gift may be made by persons who wish to make a current contribution for Presbyterian Church purposes but who wish to designate, from time to time, the specific Presbyterian-related recipients of the annual gifts made from the Donor Advised Fund.

Tax Results

The donor will receive an immediate charitable income tax deduction in the amount of the value of the gifted assets.  Those asssets will not be included in the donor’s taxable estate.

Potential Contributors

This technique will most likely be used by persons with moderate wealth who wish to benefit the church and/or an endowment fund established for some entity within the Presbyterian Church, but who want to retain right during their lifetimes to annually designate which Presbyterian endeavors will be benefited.

How to Do It

Whenever a potential contributor is interested in this technique, our Presbyterian Church (USA) Foundation representative should be contacted immediately to schedule a meeting with the contributor.

Remember:  “I am not sure, so let me check it and get back with you.”
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Pooled Income Fund
Description

The Presbyterian Church (USA) Foundation maintains a “pooled income fund,” authorized by current law, for the purpose of managing all assets given by persons who do not need to have their assets segregated into a separate fund.  The donor, or his/her designated recipient, will receive, on a regular basis, their proportionate share of the income generated by the fund.

Tax Result

The donor will receive an immediate charitable income tax deduction for the value of the gifted assets less the actuarially computed value of the annuity income.  The income received will be partly taxable to the recipient.  If the assets are sold by the charity, no capital gain tax will be incurred by the donor.  The assets given will not be included in the donor’s taxable estate.

Potential Contributors

This technique will most likely be used by persons with moderate wealth who wish to benefit the church and/or an endowment fund established for some entity within the Presbyterian Church, but who need to retain the income from the assets for some period of time.

How to Do It

Whenever a potential contributor is interested in this technique, our representative from the Presbyterian Church (USA) Foundation or other financial professional should be contacted to schedule a meeting for further discussions.

Remember:  “I am not sure, so let me check it and get back with you.”
Planned Giving Techniques
Prepared by Chris Johnson, Attorney at Law
Charitable Gift Annuity

Description
A person may make a gift to a charity and secure, in exchange, the promise by the charity to pay a certain amount of money regularly to the donor or to another person designated by the donor.  In this way, the technique is similar to the retained life estate, but in the charitable gift annuity the amount of regular income is guaranteed not to change.  This income right may be immediate or be deferred for a period of time.

Tax Results

The donor will receive an immediate charitable income tax deduction for the value of the gifted assets less the actuarially computed value of the annuity income.  The income received will be partly taxable to the recipient.  If the assets are sold by the charity, no capital gain tax will be incurred by the donor.  The assets will not be included in the donor’s taxable estate.

Potential Contributors

This technique will most likely be used by persons with moderate wealth who wish to benefit the church and/or an endowment fund established for some entity within the Presbyterian Church, but who need to retain the income from the assets for some period of time.

How to Do It

Whenever a potential contributor is interested in this technique, our representative from the Presbyterian Church (USA) Foundation or other financial professional should be contacted to schedule a meeting for further discussions.

Remember:  “I am not sure, so let me check it and get back with you.”
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Charitable Lead Trusts

Description

A Charitable Lead Trust may be established during lifetime or upon death, but is usually created upon death.  If created upon death, it must be included or referenced in the person’s Will or Trust.  It will be prepared in such a way that the income, specified in the fashion designated by the donor, will be used for a designated charitable purpose (which can be modified later by the donor) for a period of time, either a set period of years or a period measured by the lifetime of a designated person.  Upon the end of that time period, the principal amount reverts back to the non-charitable beneficiaries designated by the donor.  The trust can be created as an “annuity trust,” in which the annual distributions to charity are fixed (the most usual form), or as a “unitrust,” in which the annual distributions vary with the changing value of the assets gifted.
Tax Results

If the Trust is created during the lifetime of the donor, the donor is entitled to an immediate charitable income tax deduction calculated by the actuarial value of the income interest going to charity.  The amount contributed to the trust, less the actuarial value of the income interest, is a current gift to the eventual recipients of the principal, who do not have any income tax consequences upon the receipt of the principal.  No capital gain tax is incurred by the Trust on the sale of the trust assets.

Potential Contributors

This technique will most likely be interesting to persons of sufficient wealth that would generate potential federal estate tax on death.  It is a complex technique requiring professional assistance from the donor’s legal and tax counsel.  However, it is a very powerful tax-benefit technique for such persons to pass assets to the next generation with far less transfer (gift or estate) tax on the transfer.
How to Do It

Whenever a potential contributor is interested in this technique, our Presbyterian Church (USA) Foundation representative should be contacted immediately to schedule a meeting with the contributor.

Remember:  “I am not sure, so let me check it and get back with you.”
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Charitable Remainder Trusts

Description

A Charitable Remainder Trust has often been described as the reverse of the Charitable Lead Trust.  A Charitable Remainder Trust may be established during lifetime or upon death, but is usually established during lifetime.  If created upon death, it must be included or referenced in the person’s Will or Trust.  It will be prepared in such a way that the income, specified in the fashion designated by the donor, will be retained by the donor or another designated by the donor for a period of time, either a set period of years or a period measured by the lifetime of a designated person.  Upon the end of that time period, the principal amount will be distributed to the charitable beneficiaries designated by the donor and which can be changed by the donor during his/her lifetime.  The trust can be created as an “annuity trust,” in which the annual distributions of income are fixed, or as a “unitrust,” in which the annual distributions vary with the changing value of the assets gifted (the most usual form).

Tax Results

If the Trust is created during the lifetime of the donor, the donor is entitled to an immediate charitable income tax deduction calculated by the value of the gifted assets less the actuarial value of the income interest going to the donor or others.  If the Trust is created upon death, the donor’s estate will be entitled to a charitable deduction computed in the same fashion.  No capital gain tax is incurred by the Trust on the sale of the trust assets.  The income received by the donor or other recipients is taxable to the recipient under the formula that represents the tax-nature of the income received by the Trust.

Potential Contributors

This technique will most likely be interesting to persons of sufficient wealth that would generate potential federal estate tax on death.  It is a complex technique requiring professional assistance from the donor’s legal and tax counsel.  However, it is a very powerful tax-benefit technique for such persons who wish to retain an interest in assets during lifetime, to avoid capital gain tax on the sale of the assets by the Trust, and to exclude those assets from the donor’s taxable estate.
How to Do It

Whenever a potential contributor is interested in this technique, our Presbyterian Church (USA) Foundation representative should be contacted immediately to schedule a meeting with the contributor.

Remember:  “I am not sure, so let me check it and get back with you.”
