








PART Il
TAX PLANNING




Quick “Summary” of the Tax Code!

3 Types of Taxes:

1. Income Tax
2. Capital Gains Tax

Transfer Tax




2 BASIC TYPES OF TRANSFER TAXES:

Gift Tax: transfers during life

Estate Tax: transfers at death




EXCEPTIONS TO THE TRANSFER TAX RULE

1. Transfers between Spouses

2. Transfers within the “Annual Exclusion

3. Transfers to Charity

4. Transfers within your “Applicable Exclusion™




Economic Growth & Tax Relief Reconciliation Act of 2002

Year

2002
2003
2004
2005
2006
2007
2008
2009
2010

*Subject to a “sunset” provision which will reinstate tax on January 1, 2011

Estate Tax Exemption

Gift Tax Exemption

$1,000,000
$1,000,000
$1,500,000
$1,500,000
$2,000,000
$2,000,000
$2,000,000
$3,500,000

Repeal*

$1,000,000
$1,000,000
$1,000,000
$1,000,000
$1,000,000
$1,000,000
$1,000,000
$1,000,000
$1,000,000




“They say that there only two !
things certain In this life: death
and taxes. But at least death

doesn’t get worse every time
Congress meets.”

--WIll Rogers




YOU’RE CRAZY | DON’T HAVE $3.5 MILLION!

Gross Estate =

L_ife Insurance

Retirement Assets (IRA, 401(k), etc.)

Real Estate

Business Interests




The Problem: America’'s Only
“Voluntary” Tax

o 37% to 45% (or even higher on some assets)




The Solution: Tax-smart Giving

* Annual exclusion gifts ($13,000
per year, per person)

« Applicable Exclusion -- used
during life or at death via “Credit
Shelter Trusts”

 Charitable Gifts




Using Kingdom Causes and
“Disinheriting” the IRS:

Charitable Remainder Trusts (CRT)




Using a Charitable Remainder 5'
Trust

1. Property
Remainder

2. Retained
Interest




Hicks Family Charitable
Remainder Annuity Trust

Daniel: age 74 Amy: age 74

25% Income Tax Bracket; Gift Date: April 1, 2009

$400,000

5.0%
annuity =
$20,000
per year

$368,890




ADVANTAGES

Income Tax Deduction: $151,997

Income Tax Savings: $37,999

Capital Gain Tax Saved: $40,000

Total Annuity Payout (18.4 yrs.): $368,000
Estate Tax Savings

Diversification




“Wealth Replacement™ CRT

$400,000

$368,890

$20,000
per year

From annuity income
and tax deduction




L_ife Estate Gift

Goal: gift of your home or farm while retaining Its use

Farm

Life
estate




L_ife Estate Gift

Goal: gift of your home or farm while retaining Its use

$250,000

Life
estate

1. Income tax deduction: $170,048

2. Income tax savings: $42,512




Using a Charitable Gift Annuity

$100,000

$5.500 $50,000

annually

1. Income tax deduction: $31,691 (saves $7,923 in taxes)
2. Tax free income annually: $3,971
3. Total payout (18.4 years): $101,200




Advantages Of A Gift Annuity

Guaranteed income for life

A charitable income tax deduction
Tax-free income

Flexibility

A simple way to meet a need




NEW!! IRA Rollover GIfts

e Age 70%
 Direct Transfer
e Not Taxable

e No Tax Deduction




Current Gifts

Mary — Regular Donor, Age
71

She Gives $2,000 Each Year
Simple, Easy, Convenient Gift
Required Distribution




Generous Donor

Bruce gives 50% of AGI

Lead Gift For Special Project
Wants to Give $20,000

Large IRA

IRA Gift $20,000 — Not in Income




Non-itemizer Donor

Judy — Retired Nurse

Owns Home, Savings and Stocks plus
$435K IRA

Annual Gift $1,000

Standard Deduction — no Added Gift Bh
Deduction »

Better — IRA Rollover Gift




Soclal Security Donor

Sam — Retired with CDs, Home and IRA

With IRA Required Payout, 85% of Social
Security Taxed

IRA Rollover Reduces Income
50% of Social Security Taxed




Major Donor

Claire — Youthful 78

Wants to Make Major Gift

Best -- $100,000 per year

IRA Rollover Not In Taxable Income
Personal Exemption,

Itemized Deduction Floor

AMT Exemption



How To Give IRA

Contact IRA Custodian

Sign Application to Give
Amount or % to Charity

IRA Custodian Makes
Transfer

If Specific Purpose, Contact
Charity




IRA Charitable Rollover

By December 31, 2009
* Contact IRA Custodian

* Direct to Charity
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