Smart Ways to Give to Family and Charity
By Kristi Mathisen, CPA, J.D.

Did you know that writing a check is not the only way to give? All sorts
of assets that have increased in value since you bought them – from stocks
to art to houses – can be given away, sometimes with a sizable tax benefit.
Strategizing about what non-cash gifts you make, when, and to whom can
have many benefits, including:
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Establishing a legacy
Maximizing how much your recipients get
Lowering your tax bill; and
Making the people and causes you care about feel empowered.

Gifts to Friends and Family
John wants to make a gift of $90,000 to his three grandkids, since he
happens to own $90,000 worth of Bon Idée stock that he bought for only
$9,000. If John sells the stock and gives the kids cash, he will owe capital
gains taxes on the $81,000 gain. Considering his other income, this means a
23.8% tax rate on this sale. Tax bill: over $19,000. And he would also need to
report the gift for tax purposes.
Solution: Instead, John gives up to $15,000 of Bon Idée stock to each

of his three grandkids – or to anyone else for that matter – with no tax
consequences. Since he didn’t make a sale, he has no capital gain to report.
And thanks to the $15,000 annual gift-tax exclusion, no gifts to report either. It
will take him two years to reach his $90,000 gift goal in this income-and-gifttax-efficient way.
The recipients – in this case John’s grandchildren – won’t owe tax until they
sell the stock. And when they do sell, they’re likely to pay a 15% tax rate (or
less) on the gain because of their lower incomes.
There are other very good reasons to give assets instead of cash. It’s a way
to encourage kids or grandkids to invest and to save, instead of to spend.
Giving them an actual investment can make them curious about other
investments. At a minimum, it will require the kids to do some work if they
want to cash out.
Should you give away assets that have lost value? No. You would be
better off selling those assets at a loss and giving your beneficiary cash.
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Gift recipients are not allowed to claim a loss on gifted
property and you can use the loss to offset other gains
you may have.
What about the transfer of closely held
businesses? Significant stakes in many closely held
businesses have been transferred through gifts. A
husband and wife can together give up to $30,000
per year to any number of people using just annual
exclusions. A married couple with three children could
transfer $90,000 of value each year.
Gifts larger than that in any one year are not taxed
immediately. Instead, a gift return must be filed to
report the gift. Then, if such gifts over a lifetime or at
death total more than the allowable lifetime exclusion
(now almost $11.2 million per person), the federal gift
or estate tax will kick in. Thanks to the 2017 tax law,
the federal estate tax exclusion is double what it used
be and will remain at these higher levels at least until
the end of 2025.

Gifts Made Easy
What you can give annually without having to
file a gift tax return (IRS Form 709):
1. Up to $15,000 annually to anyone –
including of course each of your kids
and grandkids. Your spouse can give
another $15,000. So $30,000 annually per
recipient. This annual exclusion is indexed
to inflation, so it will rise over time.
2. Tuition Payments. As long as you make
payments directly to a private school,
college or other educational institution,
and you pay only for the tuition (not room,
board, or supplies), none of your payments
are counted in terms of gift taxes.
3. Medical Expenses. You can pay any
amount in medical expenses for others.
The only caveats: Payments must be
made directly to the provider — hospital,
doctor, pharmacy or insurance company;
the service or good must be something the
IRS would allow as a medical expense.

Therefore, the opportunity to gift businesses or other
large non-cash assets has vastly expanded. Quite
often, though, such businesses limit who can be the
new owner(s). In addition, the business may allow transfers only during certain times of year,
and most cut off transfers weeks before year-end. You will want to know well in advance if such
transfers are feasible – all the more reason to start planning now.

Giving To Charity
Giving appreciated assets to charities has more than a few tax advantages.
You can deduct the market value of your donation and avoid capital gains taxes. Here’s an example:

•

John wants to make a $100,000 gift to his alma mater, Worthy College. John also happens to
have $100,000 in Bon Idée, Inc. stock he acquired in 2004 for only $10,000. John decides to
give Worthy College his stock.

The benefit to John: Since John is not selling the stock, he won’t be recognizing the $90,000 in gains,

avoiding the investment-related taxes. In addition, he can also claim a $100,000 charitable tax
deduction for 2018.
What if John thinks Bon Idée is the next Amazon? No problem. He can use the cash he would have
given outright to Worthy College to instead buy Bon Idée shares at current market prices, thus greatly
raising his cost basis for this stock and reducing his tax bill when he eventually sells.
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The benefit to Worthy College: The college can opt

to hold on to the Bon Idée stock or sell it tax-free, since
it's a charity.
Too much of a good thing? What if John’s income for
the year is $200,000 and he still wants to give $100,000
to Worthy. If he makes the gift in stock, he can only
deduct $60,000 in 2018. That’s because unlike cash,
tax-deductible annual gifts of stock are limited to 30% of
income. However, John can carry over the unused portion
of his 2018 gift — $40,000 – and claim a tax deduction
for it in 2019 or future years.

Impact of the 2017 Tax Law
The new law means you have to be more strategic about
charitable giving in any one year. That’s because the
standard deduction has doubled (to $24,000 for married
filing jointly; $12,000 for singles).
What this means: if all your allowable deductions –
including charitable gifts – add up to less than $24,000
for the year, there is no direct tax benefit from
charitable giving.
What to do: Bunch your charitable giving into a
single year, so that your itemized deductions are higher
than $24,000 for married couples ($12,000 singles).
Non-cash gifts are usually worth more and lend
themselves to bunching.

4 Things to Know About
Non-Cash Gifts to Charity
1. You must own the asset at least
a year before giving, if you want the
full tax benefit. If less than a year,
the gift is valued at how much you paid
for it.
2. When giving assets to charities,
the tax deduction is capped at 30%
of your adjusted gross income in
any one year (vs. up to 60% for some
cash gifts).
3. For non-financial gifts (publicly
traded stocks, bonds) you have to
determine the value. If the value is
more than $5,000, tax rules require
extra documentation on your tax return.
4. Plan in advance for the transfer. For
gifts of securities, the transfer must be
coordinated between your investment
custodian and that of your intended
gift recipient. While this is not difficult,
it may take from a few days to a few
weeks, depending on the security. For
real estate and business interests,
the transfer could take much longer,
requiring the work of attorneys, CPAs
and appraisers.

You can give directly to your favorite charity but make sure the charity is prepared to accept a noncash gift and that the organization understands that you are combining more than one year’s gift. You
can also make “bunched” gifts of appreciated securities through Donor Advised Funds (DAFs). If you
are giving through a DAF, you have an extra step: designating which charities get the annual grants.
You have the flexibility to make a gift every year even though you bunched the tax deduction into a
single year.

Time to Plan Ahead!
For non-cash gifts to work well, you must plan well in advance — months and perhaps even years. We
have been advising individuals and families on intra-generational wealth transfer and gifting strategies
for more than 50 years. And we can help you evaluate the options that will work best for everyone
involved – you, your family and your favorite charities. ◘
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DISCLOSURE
All investments involve a level of risk, and past performance is not a guarantee of future investment results. The value of investments and the
income derived from them can go down as well as up. Future returns are not guaranteed and a loss of principal may occur. All investment
performance can be affected by general economic conditions and the extent and timing of investor participation in both the equity and fixed
income markets. Fees charged by LNWM will reduce the net performance of the investment portfolio.
The information presented herein does not constitute and should not be construed as legal advice or as an offer to buy or sell any investment
product or service. Any opinions or investment planning solutions herein described may not be suitable for all investors nor apply to all
situations. All opinions expressed are those of Laird Norton Wealth Management and are current only as of the date appearing on this material.
Any accounting, business or tax advice contained in this presentation (or communication, including attachments and enclosures) is not intended
as a thorough, in-depth analysis of specific issues, nor a substitute for a formal opinion, nor is it sufficient to avoid tax-related penalties.
Some investments may not be publicly traded and they may only allow redemptions at certain times conditioned on various notice provisions
and other factors as more fully described in the related offering and subscription documents provided at the time of the investment. Due to
the nature of these types of investment funds, hedge funds, fund of funds, and similar partnership-like investment vehicles, they should be
considered illiquid. In addition to restrictions on redemption, they often include holdback provisions that may delay a full redemption for several
months or longer. There is no guarantee that the amount of the initial investment can be received upon redemption. Due to the nature of the tax
reporting that may be available from these types of investments, clients should expect to extend the filing of their tax returns.
A benchmark is an unmanaged index, and its performance does not include any advisory fees, transaction costs or other charges that may be
incurred in connection with your investments. Indices are statistical composites and are shown for informational purposes only. It is not possible
to invest directly in an index. Indices are unmanaged and are not subject to management fees. Any benchmark whose return is shown for
comparison purposes may include different holdings, a different number of holdings, and a different degree of investment in individual securities,
industries or economic sectors than the investments and/or investment accounts to which it is compared. Comparisons of individual account or
portfolio performance to an index or benchmark composed of indices are unreliable as indicators of future performance of an actual account or
portfolio. Actual performance presented represents past performance net of investment management fees unless otherwise noted. Other fees,
such as custodial fees or transaction related fees may not be reflected in the actual performance results shown.
Certain information herein has been obtained from public third party data sources, outside funds and investment managers. Although we believe
this information to be reliable, no representation or warranty, expressed or implied, is made, and no liability is accepted by Laird Norton Wealth
Management or any of its officers, agents or affiliates as to the accuracy, completeness or correctness of the information herein contained.
In addition, due to the nature of an investment or the date of the creation of the attached presentation, some values shown or used in the
calculation of performance may be based on estimates that are subject to change.
The attached materials may contain confidential information that is intended only for the person to whom it is presented. By accepting this
information, you agree to maintain its confidentiality and not to distribute it to any other person without the express permission of Laird Norton
Wealth Management. All data presented is current only as of the date thereon shown. Laird Norton Wealth Management is comprised of two
distinct entities that may offer similar services to clients. Laird Norton Trust Company is a State of Washington chartered trust company. Its
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