Last-Minute Charitable Giving
Opportunities

n

December is the “giving season,” when many people consider using
their wealth to help others. Because of the urgent need for
generosity presented by the COVID-19 pandemic, you may be
looking for ways to stretch your charitable donations. As
always, the use of tax-efficient giving strategies can help them
go further.

This year, it’s also important to be aware of the tax incentives
for philanthropy included in the Coronavirus Aid, Relief, and
Economic Security (CARES) Act. The summary below explains how
you can maximize these tax-efficient giving incentives during
the final weeks of 2020. Two common vehicles for charitable
planning—now and in the future—are also covered.CARES Act Tax
Incentives

These incentives, which are set to expire on December 31, 2020,
apply only to cash gifts to public charities made by individuals
or corporations. Regarding your 2020 tax return, here’s what you
need to know:

Are you taking the standard deduction? If you’re not itemizing,
you can take an “above-the-line” deduction of up to $300 for
cash gifts to charities. The amount you claim will reduce your
adjusted gross income (AGI). What about married couples filing
jointly? As of this writing, your deduction also seems to be
limited to $300, according to IRS draft instructions.

Are you itemizing deductions? Typically, annual charitable
deductions are capped at a percentage of a taxpayer’s AGI. For
individuals, this cap has been set at 60 percent since 2017.
Under the CARES Act, however, you may deduct up to 100 percent
of your AGI for gifts of cash to a public charity in 2020. This
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rule excludes gifts to a donor-advised fund (DAF). For
corporations, the AGI cap for cash gifts, previously set at 10
percent, has been raised to 25 percent for the year.

For both individuals and corporations, any unused
deduction under this cap may be carried forward for five
years, which can lead to the planning opportunities
discussed below. The cap for gifts of appreciated assets
has not changed.

Planning Opportunities

If you wish to fund large charitable gifts this year, the 100
percent AGI cap offers huge advantages. Here are several ways
this incentive could help you manage high-income events:

- Stock options and lump-sum payouts. If you’ve exercised
nonqualified stock options from your employer out of
concern for market volatility or received a large Llump-sum
severance package as a result of a layoff, charitable
gifts can help offset the tax burden.

- Roth conversions. If you’d like to make a large Roth
conversion this year, you could also make a large
charitable gift to offset the tax liability of the
conversion. This strategy is especially beneficial because
traditional IRAs have become a less attractive way to
leave money to heirs since the 2019 passage of the SECURE
Act, which requires most IRA beneficiaries to empty their
inherited IRA within 10 years.

- Business sale. Let’s say you have an expected AGI of $1
million this year due to a business sale. You could make a
charitable contribution that would completely offset the
year'’s income.

= Combining gifts. Although the CARES Act incentive applies
only to cash gifts, the IRS does permit taxpayers to
combine different types of gifts. For instance, you could



maximize your 30 percent AGI cap for gifts of appreciated
assets. The 100 percent AGI cap would be reduced by that
amount, but you would still be able to deduct another 70
percent of your AGI by making cash gifts.

Qualified Charitable Distributions (QCDs)

A QCD is a direct transfer of funds from an IRA, payable to a
qualified charity. Although the CARES Act allows IRA owners to
skip required minimum distributions (RMDs) in 2020, the rules
for QCDs have not changed. If you own an IRA (including an
inherited IRA) and are 70% or older, you can make tax-free
distributions of up to $100,000 payable to public charities
(excluding DAFs).

Here are some ways a QCD could help control your income:

» If you decide to take an RMD this year (or must do so in
the future), a QCD could be used to satisfy the
distribution. This strategy would remove the tax burden
associated with taking the distribution as ordinary
income.

A QCD is not reportable as part of your AGI, which limits
its impact on the taxation of social security benefits.

= In future years, a QCD could also limit the impact of
income on Medicare premiums, which are based on your AGI
from two years prior.

Charitable Remainder Trusts (CRTs)

A CRT can help you (or your beneficiary) spread the tax
liability on the sale of appreciated assets over many years.
This may result in paying a lower overall effective tax rate.
Let’s look at how this works:

= A CRT pays an income stream to a noncharitable beneficiary
(or beneficiaries) for a term of years or for life. At the



end of the income term, the remaining assets in the trust
are distributed to a charity.

= When you move assets into a CRT, you receive a charitable
contribution deduction based on the present value of the
remainder interest set to pass to the charity at the end
of the income distribution term.

«If you contribute appreciated assets (e.g., i1nvestment
assets, closely held business interests, real estate, or
collectibles), those assets can be sold without creating a
tax liability to the trust itself.

As you can see, the primary benefit of a CRT is that the trust
is exempt from taxes. But that does not mean taxes are entirely
avoided for beneficiaries. In fact, the distributions to the
income beneficiaries are taxable based on four buckets of
income: ordinary income, capital gains, tax-free income, and
return of principal. Each year, when the CRT makes its income
distribution, it first pulls the funds available from
accumulated ordinary income, such as interest and dividends,
before distributing other types of income. The beneficiaries
would be subject to the taxation rules in place for these types
of income.

Need Additional Information?

If you're interested in exploring these options, please contact
me. We'll talk through how these giving strategies can help you
meet today’s urgent need for generosity—and further your visions
for doing good.

This material has been provided for general informational
purposes only and does not constitute either tax or legal
advice. Although we go to great lengths to make sure our
information is accurate and useful, we recommend you consult a
tax preparer, professional tax advisor, or lawyer.
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This is about when what seems like a small thing can be a very
big thing: Who actually owns the yard, building, ship, truck,
tool box or other thing that needs insurance?

We’'re talking about something called “insurable interest.” 1In
basic terms, this means the named owner. The real owner 1is
identified as the named insured on an insurance policy. We have
seen times when there is an owner in the name of one company but
another company (an operations company) actually runs the
business.

Very often, the owner of both entities is one and the same. Also
very often, that same business owner doesn’t think to identify
all of the entities he or she has set up. This will be a serious
problem when a claim arises. If the actual legal owner of the
property is other than what’s shown on an insurance policy, the
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policy may not respond because there is no “insurable interest”
for the person or entity on the policy. In cases like these, it
is most likely the claim will be denied.

In other words, if a company or entity is not named on an
insurance policy, it is highly 1likely there is no coverage.

There was a claim at a local yard where the named insured on the
insurance policy was the operating company but not the actual
owner of the property. The bank holding the mortgage had
accepted proof of insurance that showed the wrong name as the
property owner.

There was a devastating fire. When the insurance company’s
claims adjuster arrived, he asked who the owner was. When the
company owner named the actual company that owned the property,
the claims adjuster explained that he didn’'t see that entity
named anywhere on the insurance policy. Technically, both the
owner and the bank were out of luck. After some very heavy
negotiations, which included pointing out that the owners of
both entities were one and the same, the insurer relented and
agreed to pay the claim. This case is an exception to the rule.

When doing an insurance review, the first topic we discuss 1is
the named insured — and we ask if there are any other entities
operating that are not listed. As always, the time to have this
discussion is before there is a claim as afterwards it is often
too late.

The same goes for vessels. Many vessel owners have each vessel
in a separate company. Send the vessel’'s certificate of
documentation to your insurance agent to make sure the actual
owner of the vessel is listed correctly on the insurance policy.



How a Biden Administration
Might Impact HR and the
Workplace

While we don’t have a Magic 8 ball, with a new Executive
Administration, all signs point to changes to how you approach
your human resources. Qur seasoned prognosticators have some
insight for you.

Each presidential transition brings changes to the HR landscape.
And the more prepared an HR team is, the easier it will be for
them to succeed amid these changes. To that end, this article
discusses potential changes employers can expect during a Biden
presidency.

To read more, click the image at right to view the article (PDF)
in a new window.
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