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Charitable Giving Is for Everyone
By LT Marc J. Soss, SC, USNR
haritable giving is a fundamental part of our society
today. Both philanthropic goals and tax benefits can be
derived from a properly planned charitable giving
program. There are many kinds of property you can incorporate
into your giving program: cash, securities (stocks and bonds),
retirement accounts, automobiles, real estate, or antiques. The
property can be transferred outright or through a planned giving
arrangement (allowing you or family members to retain an
interest in the gift) and take effect during your lifetime or upon
your death.

C

Tax Implications
The U. S. Tax Code (“Code”) impacts charitable giving by
effecting both the cost and amount of resources available for
donation. Taxpayers, who itemize their income tax deductions,
are able to reduce their taxable income by the amount of
their annual charitable gifts. An added benefit is that the gift
will also remove the asset from the taxpayer’s estate and
lessen, to the extent applicable, any estate taxes that may be due
upon death.
In order for a charitable gift to be income tax deductible, it
requires the contributed asset be given to a charity that can use it
for its exempt purposes. Once this standard is met, the donor will
be entitled to a charitable income tax deduction equal to the fair
market value of the gifted asset. This deduction will especially be
valuable if a substantial capital gains tax would be due if the
donor had personally sold the asset. Alternatively, when the
taxpayer or his/her family retains a present or future interest in
the gift, they will receive an income tax deduction equal to the
fair market value of the gift less the present value of the retained
interest.
Factors to Consider in Charitable Giving
When creating a charitable plan, the personal factors that must
be considered include the following: (1) recipient of the gift
[organization(s) or institution(s)]; (2) amount of the gift;
(3) whether the gift will be made during lifetime or upon death;
(4) an outright gift or one with a retained interest in your or your
family; and (5) current and future financial needs of you and
your dependents. The following tax factors include: (1) income
tax issues (capital gains tax) and savings; and (2) potential
estate tax savings.

Charitable Trusts:
A charitable trust can provide a donor with both an income
tax deduction and a present or future payout stream (income
or principal). The tax deduction is based upon the fair market
value of the gift, less the present value of the present or future
payout stream. The benefits to a donor of using a trust, when
establishing a charitable plan, include the following: (1) creation
during their lifetime or upon death; (2) determine the term of the
trust (lifetime or a fixed term); (3) the level of annual trust
payouts; and (4) power to change the charitable beneficiary. In
addition, if a donor has been holding onto appreciated assets for
fear of paying high capital gains, he or she could transfer the
assets to a charitable trust and avoid the capital gains taxes
associated with its sale.
The two most widely used types of charitable trusts are the
following:
Remainder Trusts:
A charitable remainder trust (CRT) is a tax-exempt trust
that enables a donor to donate diversified assets to charitable
organizations and receive the benefits of an annual payout
(annuity or unitrust amount). The payout rate will depend upon
the following: (1) length of the trust; and (2) life expectancies of
the payment recipients. At the end of the payment term, the
balance of trust assets will be distributed to the charitable
beneficiary(s). Upon creation of the trust, the donor receives an
income tax deduction equal to the charitable gift, less the present
value of the lifetime payouts.
Lead Trusts:
A charitable lead trust (CLT), unlike a remainder trust, is not
tax-exempt. The trust provides the charitable organization an up
front annual payment for a period of years with the balance, after
the expiration of the term, paid to the beneficiary of the donor’s
selection. Upon creation of the trust, the donor receives an
income tax deduction equal to the charitable gift, less the value
of the remainder interest.
A CLT is a very attractive option during periods of low
interest rates because the value of the donor’s initial gift to the
trust is determined by a government-set rate, the term of the trust,
and the payout to charity. When the government-set rate is low,
the value of the donor’s gift is reduced for gift tax purposes.
Other Charitable Planning Options

Outright Gift:
An outright charitable gift will provide the donor with an
immediate sense of gratification and an income tax deduction
equal to the fair market value of gifted asset. The charity will
have the immediate benefit of the gift, subject to any restrictions
placed upon it (scholarship or educational purposes). No part of
the gift will be later available to the donor or his or her family.

Foundation:
A foundation (private or family) is a tax-exempt charitable
entity (nonprofit corporation or trust). It derives its support
from one or a small group of individuals and is typically
operated by the donor’s family or a for-profit corporation. It is a
proven method to create a long-term charitable giving strategy
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Dear Captain McAtee,

Dear Admiral Keith,

Re: Petition to Board for Correction of Naval Records

I found it ironic that you criticize the Navy for “lower(ing) the
opportunity for selection to URL CAPT and CDR to the lowest
levels in five years without providing a compelling reason,” when
just a year ago ADM Cotton unilaterally imposed lower selection
rates for O-5/6s by not selection to authorized levels. What did we
think would happen when we sent the Navy the signal that we
don’t need to promote so many? We act surprised when they take
opportunity away? But who am I to question the logic of ADM
Cotton, after all, his justification was quoted to be something
about teaching fitrep writers (read: those that have already been
promoted) to do a better job. Silly me, I had thought he did it
because he had inside information about the draw down and
wanted to react quicker than the bureaucratic cycle of drafting
and releasing the promotion zone message.

Just to let you know that the petition you helped me to prepare
was approved and I have received confirmation that my records
have been corrected to reflect my 20 years of service and that I
have been transferred to the Retired Reserve and am entitled to
retirement pay and benefits.
Saying “helped me to prepare” is of course an enormous
understatement. Although all of the information in the petition
was provided and verified by me, I was totally at sea as to how to
structure it and what to emphasize. Your help in the revision of
my first effort was indispensable.
As a lawyer, I realized as soon as I saw your suggested
revisions the value – indeed, the absolute need – to have the
assistance of a skilled and experienced professional in such a
matter.
I also have to thank you for your incredible sleuthing which
resulted in the location of my record – something I had not
been able to accomplish on my own in over three years – and the
identification of retirement points I would not have had without
your assistance.
BRAVO ZULU, and many, many thanks.
John Stotsenburg
Lieutenant Commander, USNR (Ret)
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John Scott
Lieutenant Commander, USNR
Dear Admiral Keith,
I am proud to be a new member of your Association. I am
very impressed with the ease of joining and the level of attention
you provide. It has made me feel very welcome and excited
about the NRA.
Andy Wegman,
Lieutenant Commander, USNR
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(annual distributions instead of a one-time gift) with the benefits
of an income and estate tax deduction.
A foundation may be utilized for family giving and recognition
for involvement in charitable endeavors. Family members
may also be employed by or serve on the board of directors or as
a trustee of the foundation. The foundation will annually
determine how its funds will be distributed to other charitable
organizations.
Conclusion
Everyone, regardless of whether you recognize it as a
charitable gift, in some form or fashion makes an annual
charitable gift. This article was designed to make you aware of
your gifting options, the techniques available to you, and the
hope you will make the Naval Reserve Association one of
your annual charitable benefactors.
LT Soss is a tax, estate planning, guardianship, and
corporate attorney in Sarasota, FL. He can be reached at
<SMSOSS@aol.com>.

IRR Muster Duty
Allowance (MDA)
Those members of the Individual Ready Reserve
who are ordered to muster will be paid a MDA for
a minimum of two hours of muster duty. The 2005
MDA rate, regardless of pay grade, is $161.94 and
payable only once per calendar year. No other
payments are payable in connection with travel to
the muster duty location. Payment will normally
be made within 30 days following muster.
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