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probate and trust administration, and income tax planning. /n addition to his law practice, Brad is the President and Founder of Effectual
Giving, LLC, which is a professional consulting firm that assists charitable organizations, philanthropic families, and allied professionals
across the country in the actual implementation of effective planned giving solutions. Finally, Brad is also the President and Founder of
iCLAT Solutions, LLC, which is the one of the n a t i leadlds & the establishment and funding of A r e v e r sadharitalderleadtrusts for
individuals, companies and fiduciaries who are annual donors to public charities, churches, ministries, private foundations and donor
advised funds.
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Shifting TRENDS for Charitable Giving

AGreater emphasis orINCOMETax planning in charitable giving &
lesser emphasis on ESTATE Tax planning in charitable giving

ACharitable Gifting from Individual Retirement Arrangements (IRAS)
for Donors Over Age 70 Y2 (so-called Charitable IRA Rollover)

AThe Meteoric Rise of Donor Advised Funds
A Anonymous Giving
AABUNCHI NGe annual gifts to a DAF be
AMakes Gifting of Complex/NorMarketable Assets Easier!

AEmphasis on charitable planning strategies that produce the best
outcomesinLOW | NTEREST RATE ENVI RONN
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Current Landscape for the
Charitable INCOME Tax Deduction

Alt survived the 2017 Tax Cuts and Jobs Act, unlike most other
itemized deductions.

Al 3 I RSRdAzOGA2YyZ AO | OGdz ffeé AYLJ
AAGI LIMITATION foashgifts INCREASED 6@b(pre V|ously 50%)
AIKS hOSNJY f ¢ [7\Y7\ulu 2y G2 LGSYATSR
[ AYAUlLUOAZ2YE0D Aa {1 {t9b595 | b¢L[ HANH

Al h2 9+9wXddg K| (stakdartiag@uBtiodl 2 G K S
IT DOUBLED!"' ($12k single & $24k married)

AThis will undoubtedly have an adverse impact on the income tax savings that
millions are accustomed to receiving from their charitable giving!!
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What do | mean by an
aEnhancedP | edge Arr anc

Well,| e startaith whatisaa p | eadrgrean g e me n
Working definition.

A commitment or promise fo make charitable gifts on an
annualor more frequent basis

How is the charitable income tax deduction
determined?

It is 100% dependent on various relevant factors
eachand everyyearof the pledge U .UNKNOWN
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What do | mean by an
aEnhancedP | edge Arr anc

Whatwould make a pledge arrangementenhanced?

Working definition:

A commitment or promise to make charitable gifts on an
annualor more frequent basis, WHICH
ALLOWS THE DONOR TO RECEIVE A LARGE

a ACCEL E RAARETABLENCOMETAX DEDUCTIONN
THECURRENYEAR

How is the charitable deduction determined?

The large charitable deduction is based on the
apr esg ah of gheeannual charitable gifts using
the low IRS8 7520 rate of 2.8% (June2019).

SO,HOWLARGSEHS the charitablededuction ?
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lllustration of the LargeAcceleratedCurrent Year
| KFNAGFO6ES 5SRdAzO0A2Y FTNRY a9yKI

Term Annual Sum of Annual Present Value| Current Year

of Amount of Charitable (asa % Charitable
Years Charitable Gift Gifts of Total Sum)| Deduction

3VYears  $50,0004r $150,000 04.7%  $142,050
5VYears  $50,0004r $250,000 02.1%  $230,250
10 Years  $50,0004r $500,000 86.2%  $431,000
15 Years  $50,0004r $750,000  80.7%  $605,250

20 Years ~ $50,0004r  $1,000000 75.89% $758.000



SoUwhat i -gstablished we | |
pl anned giving tool

A reversionarycharitable lead annuity trust.

The term dACLATeis simply another name for a reversionary charitable
lead annuity trust which, by its very terms, qualifiesasae gr atnnt wst e
for federal incometax purposesunder IRCSection673.

Theimportanceof the a RE V E R S | Dstinkctivry -aAt end of the term
of the ICLAT the remaining CLTassetsare simply distributed back to the
client/donor in a non-taxable transaction & rather than passto a spouse,
kids, grandkids, or a continuing trust.
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Why Is the REVERSIONARY aspect of an
ICLATso important?

AEASI ER RECOMMENDATI ON TO DO
PROFESSIONAL ADVISOR® estate planning
component

AMORE FOCUSED OBJECTI\Esigned solely for
accelerated income tax savinga not estate tax savings

ADIFFERENTIATESLATFROM TRADITIONAL CLTs

AT MAKES THEELATa &gr antor trust e
purposes
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Key Benefit of theiICLAT

ATheiCLATgener ates an 84ACCELERATEDa YEA
CHARITABLE DEDUCTION forthedorndra s ed on t he apre
b |

t he sum of CLTes annual charit a e

A The LOW IRS Interest Rates (the 7520 Rate for June 2019 is 2.8%) generates a
very large initial charitable deduction, which typically ranges between 80% and
90% of the sum of the CLTeées annual gi fts

ALets take a |l ook at a couple exampl
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lllustration: Basic Structure of the iCLAT

Facts: 15 Year/ $ 15,000 Annual Payments to Charity
Initial Assets to Fund the iCLAT: $ 400,000 Cash

IRS §7520 Rate: 2.8%

Stage #1: Stacy transfers $400,000 cash to her new iCLAT.
She will serve as the sole trustee allowing her to maintain
continued control over the iCLAT assets. This will generate
an accelerated charitable income tax deduction of $181,687
in 2019, subject to the 30% AGI limitation, which will

generate $67,224 in federal income tax savings (at 37%

tax rate) and $10.447 in Virginia income tax savings (at

5.75%), totalling $77,671 in combined tax savings.

Stage #1

Stacy Smith
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Stage #2: For 15 years, $15,000 will
be distributed annually from the iCLAT
to Longwood University. A total of
$225,000 will be distributed from the
iCLAT over the 15 year term.

— Stage #2

ICLAT:

(Trustee: Stacy)

Stage #3

Stage #3: At the end of the 15 year term, the
remaining iCLAT assets will simply "revert" back to
Stacy. Based on an assumed/hypothetical 4% rate of
return, the value of the iCLAT assets will be $420,024
upon the reversion back to Stacy (in a non-taxable

*For |llustration Purposes Only
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Client Name: Stacy Smith

Value of Assets Contributed to iCLAT: $ 400,000
Type of Assets Contributed to iCLAT: Cash
Desired Term of iCLAT (# of Years) 15
Annual Payments to Charity: S 15,000
Preferred Charity Recipient (if any): Longwood University
Assumed Annual Income /Growth Rate: 3% 1% 4%
IRS §7520 Interest Rate: 2.8%
Annual
Charitable
Beginning Assumed Net Income Assumed Growth Distributions to
Year Principal Rate Amount Rate Amount Longwood Univ.
1 s 400,000 3.0% $ 12,000 1% $ 4,000 | $ 15,000
2 S 401,000 3.0% $ 12,030 1% $ 4,010 $ 15,000
3 S 402,040 3.0% $ 12,061 1% S 4,020 [ $ 15,000
4 S 403,122 3.0% $ 12,094 1% S 4,031 ($ 15,000
5 S 404,246 3.0% $ 12,127 1% S 4,042 $ 15,000
6 S 405,416 3.0% S 12,162 1% S 4,054 | $ 15,000
7 S 406,633 3.0% $ 12,199 1% $ 4,066 | $ 15,000
8 S 407,898 3.0% S 12,237 1% S 4,079 [ $ 15,000
9 S 409,214 3.0% $ 12,276 1% S 4,092 | $ 15,000
10 S 410,583 3.0% S 12,317 1% S 4,106 | $ 15,000
11 S 412,006 3.0% $ 12,360 1% $ 4,120 [ $ 15,000
12 S 413,486 3.0% S 12,405 1% S 4,135 | § 15,000
13 S 415,026 3.0% S 12,451 1% S 4,150 | $§ 15,000
14 S 416,627 3.0% $ 12,499 1% $ 4,166 | $ 15,000
15 S 418,292 3.0% $ 12,549 1% S 4,183 [ $ 15,000
TOTALS S 183,768 S 61,256 | $ 225,000
Current Year "Accelerated" Charitable Income Tax Deduction $ 181,687
Federal Income Tax Savings U.S. Rate: 37% S 67,224
State Income Tax Savings Virginia Rate: 5.75% S 10,447
TOTAL ACCELERATED INCOME TAX SAVINGS* S 77,671
*To receive ALL income tax savings on 2019 tax return, AGl needs to be at least: $605,624
Value* of iCLAT Assets at End of Term to Revert to Stacy Smith  $ 420,024
*Illustrated value, not a guaranteed value
Total Charitable Distributions to Longwood University S 225,000

*For lllustration Purposes Only
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Principal
401,000
402,040
403,122
404,246
405,416
406,633
407,898
409,214
410,583
412,006
413,486
415,026
416,627
418,292
420,024
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Net Growth

in Principal
1,000
1,040
1,082
1,125
1,170
1,217
1,265
1,316
1,369
1,423
1,480
1,539
1,601
1,665
1,732
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lllustration: The Basic Structure of the iCLAT

FACTS: 8 Year/ $ 125,000 Annual Payments to Charity
Initial Assets to Fund the iCLAT: $ 1,250,000 Cash (50%) & Marketable Securities (50%)

IRS §7520 Rate: 2.8%

Stage #1: Thomas transfers $1,250,000 of cash and
marketable securities to his new iCLAT. He will serve as the
sole trustee allowing him to maintain continued control over
the iCLAT assets. This will generate an accelerated
charitable income tax deduction of $884,912 in 2019, subject
to the 30%/20% AGI limitation, which will generate
$327.417 in federal income tax savings (at 37% tax rate)
and $ 115,039 in California income tax savings, totalling
$442.,456 in combined savings.

Stage #1

Thomas Paul

Al 1 content presented herein
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(Art Museum of Florida)
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Stage #2: For 8 years, $125,000 will
be distributed annually from the iCLAT
to the Art Museum of Florida. A total of
$1,000,000 will be distributed from the
iCLAT over the 8 year term.

[

Stage #2

—— -
—— -
——

ICLAT:

(Trustee: Thomas)

Stage #3

Stage #3: At the end of the 8 year term, the remaining
iCLAT assets will simply "revert" back to Thomas. Based on
an assumed/hypothetical 6% rate of return, the value of the
iCLAT assets will be $755,127 upon the reversion back to
Thomas (in a non-taxable transaction).

*For |llustration Purposes Only
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