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Five powerful planning strategies:  
put predictability in your financial future
One of the best ways to put meaningful predictability into 
your financial future is with creative charitable planning. In 
this issue of Legacy, we will look at some bold moves that 
could strengthen your position for a secure future.

Dear Friends,
I am pleased to bring you the latest issue of Legacy.

Our newsletters are designed to provide information about estate and financial planning, as well as 
thoughtful charitable gift arrangements. In this issue, we feature five creative and timely ideas for gift 
plans that may benefit your financial and philanthropic goals.

We all want to find ways to minimize our taxes, get the most out of our investments, plan effectively for 
retirement and identify the best ways to support our families as well as charitable organizations that are important to us. 

I would welcome the opportunity to talk with you and explore the means to accomplish your goals.

Sincerely,

 Scott T. McKinney, Vice President

1. Bump up your returns
Those with significant charitable objectives have options not 
available to others—options that are more attractive than 
ever. A number of creative giving plans are available to 
provide an attractive stream of income to donors.

Example: Jeff, 70, counts on his investments to provide a 
meaningful portion of his retirement income. In the last few 
years he has seen that income steadily decline.  

Jeff is a longtime supporter of the University of Wisconsin-
Madison and has always wanted to find a way to make a 
substantial contribution to our work. Accordingly, when a 
$200,000 CD recently came due for renewal at 1.5 percent, 
Jeff decided to transfer those funds to us in exchange for a 
charitable gift annuity that will pay him $10,200 each year 
for the rest of his life. His gift entitles him to an income tax 
charitable deduction of $81,982.

In his 33 percent federal income tax bracket, the deduction 
saves Jeff $27,054, reducing his out-of-pocket cost for the gift 
annuity to $172,946. Even better, $7,426 of his annual annuity 
income will be tax-free for the balance of his life expectancy—
effectively making the value of his annuity equal to a fully 
taxable return of around 7 percent from a traditional income-
producing investment. 

A newly designed banner with a graphic of mascot Bucky Badger’s 
face hangs between the columns of Bascom Hall at the University 
of Wisconsin-Madison during winter on Nov. 25, 2014. In the 
foreground is a snow-covered Abraham Lincoln statue.  
Photo by: Jeff Miller



2. Hedge your bets with gifts of 
appreciated stock
One of the best ways to improve your investing position is 
to use your appreciated stock instead of cash to fund a major 
charitable gift you are planning—then take the cash you had 
planned to give and replace the stock you gave away. 

Either way the market moves, you will be better off than 
if you had kept the stock and given the cash. Here’s why: 
Making a charitable gift of long-term appreciated stock 
entitles you to deduct its full Fair Market Value—not the 
original cost. When you buy the replacement stock, you 
establish a higher basis; if it goes up in value, you will be 
taxed on a smaller amount of gain if you sell later.

Even if the stock goes down, you are still ahead of where 
you would have been. The loss you incur if you sell will be 
measured against the new higher price you paid to replace 
the stock—not the price of the gifted stock. This will create 
a larger loss for tax purposes that can be netted against any 
gain or used to offset a limited amount of ordinary income.

3. Provide for loved ones and  
the UW-Madison
Historic low interest rates present other creative planning 
opportunities for those looking to address personal and 
charitable goals simultaneously. And with good planning, 
you can minimize the effect of the federal gift tax and any 
future changes in the federal estate tax law.

Low interest rates create opportunities for donors to pass 
significant assets to family members, with dramatic savings 
in federal gift tax and/or estate tax. Taxpayers are realizing 
unprecedented savings by giving charities a stream of income 
from assets that will eventually be distributed to family members. 

4. Multiply your assets  
through giving
Concern about providing for loved ones is an important 
consideration as you plan significant charitable gifts. It may 
be possible to fulfill your desire to make a major charitable 
gift to support our work without compromising your 
objectives to provide substantial assets to family members.

Many of our donors employ a creative plan that uses tax 
savings realized from making significant charitable gifts to 
replace the value of their assets. 
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Example: Mark and Betty R, both 65, want to make a major gift 
to the UW, but they want to be sure that they are still able to 
ultimately provide significant assets to their children. They are 
pleased to learn of a plan that lets them achieve both objectives.

Mark and Betty make a gift of $200,000 to the University of 
Wisconsin-Madison, saving them $79,200 in their 39.6 percent 
federal income tax bracket, which they then use to purchase a 
$200,000 life insurance policy that will pay death benefits to their 
children. (Because the policy pays at the second death, its cost is 
substantially less than that of a policy of similar size on one life.)

The amount of insurance you are able to buy will depend on 
several factors—most notably your age and health. It may be 
optimal for you to pay a single premium up front with the tax 
savings, or it may be better to make annual payments either 
indefinitely or for a fixed number of years. In general, it 
makes sense to use an asset that produces little or no current 
income to fund your gift, ensuring a minimal impact on your 
current spendable income.

It may be advisable for purposes of federal estate tax to 
transfer ownership of the policy to the beneficiaries or even 
to create an irrevocable life insurance trust (ILIT) to purchase 
the policy. With proper planning, this can keep the proceeds 
of the life insurance policy out of the insured’s estate.

People relax, study and pass through the atrium and nearby 
Curran Commons inside the School of Nursing’s Signe Skott 
Cooper Hall at the University of Wisconsin-Madison on  
Oct. 22, 2014. Photo by: Jeff Miller
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5. Invest in your future
Many taxpayers in their peak earning years wish they could find more tax-advantaged 
ways to set aside money for retirement. If you also have major charitable goals, there 
are creative options for reaching your objectives.

Example: Karen, 50, makes the maximum allowable contributions to all retirement plans 
open to her but is concerned that it may not be enough for the retirement she envisions.

Karen would also like to make a gift to complement her annual contribution to 
the university. After conferring with her advisors and our staff, Karen decides to 
contribute $100,000 to a special trust designed to supplement her retirement income. 

Each year the trust will pay her either 6 percent of its annual value or its net income, 
whichever is less. Because Karen doesn’t need—or want—additional income right now, 
the trust is invested to focus on growth over the next 15 years, and thus she will receive 
few or no distributions during this time frame. At age 65 she will start receiving annual 
distributions of 6 percent of the value of the trust regardless of income.

Assuming the trust generates a 7 percent total net return annually, it will have grown to 
about $276,000 at that point. Karen will receive approximately $16,500 her first year of 
retirement—and more than $300,000 over her life expectancy. The UW will ultimately 
receive the remaining trust principal, which could also be $300,000 or more.

IRA Rollover extended… 
but only for 2014
On December 19, 2014, President 
Obama signed legislation that 
extended the application of the 
so-called “IRA rollover” only through 
the end of 2014. First introduced 
as a part of the Pension Protection 
Act of 2006, the IRA rollover rules 
allowed taxpayers aged 70½ or 
older to transfer funds directly from 
IRA accounts to qualified charitable 
organizations as outright gifts without 
the transfers being treated as taxable 
distributions to the taxpayer. Better 
still, the funds transferred to charity 
could count toward the required 
minimum distribution amount for the 
owner of the IRA.

The extension of the law came too 
late for many IRA account holders 
to be able to take full advantage 
because many had already taken 2014 
minimum distributions. Numerous 
groups representing charitable 
interests continue to press for 
permanent extension of the law. As 
of now, taxpayers have no assurance 
they will be able to make qualified 
IRA charitable rollover contributions 
in 2015 and beyond. As always, the 
Office of Gift Planning will provide you 
with updates regarding changes to 
charitable giving laws as they happen.

For additional information contact:
University of Wisconsin Foundation 
Office of Gift Planning 
1848 University Avenue 
Madison, Wisconsin 53726-4090

Telephone: 608-263-4545 
Fax: 608-263-0781 
Email: uwf@supportuw.org 
Web: www.supportuw.org 

The University of Wisconsin Foundation, an independent, nonprofit, tax-exempt corporation 
founded in 1945, raises, invests and distributes gifts on behalf of the University of Wisconsin.

The information contained herein is offered for general informational and educational purposes. The 
figures cited in the examples and illustrations are accurate at the time of writing and are based on federal 
law as well as IRS discount rates that change monthly. State law may affect the results illustrated. You 
should seek the advice of an attorney for applicability to your own situation.

Copyright © by Pentera, Inc. All rights reserved.

On our cover: Teams of UW students 
play broomball during the Hoofer 
Winter Carnival Broomball Tournament 
on Lake Mendota at the University of 
Wisconsin-Madison on Feb. 8, 2014. The 
event is part of the weeklong Hoofers 
Winter Carnival. Photo by: Bryce Richter


