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Today’s Topics
I. History of the IRA
II. Gifts During Life
III. Gifts at Death
IV. Over the Horizon: Creative Estate Planning
with IRAs
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Gradual Retirement of the Pension Plan
When employees would work at a single
company for their entire careers, defined
benefit pension plans were common.
As employment patterns changed, defined
benefit plans failed to meet their needs.
This fact, along with the plans’ costs to
employers, led to the growth of defined
contribution plans.

Studebaker Drove Us
to the IRA
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The History of the IRA
In 1852, Studebaker began building wagons in South Bend,
Indiana.
Studebaker entered the car business in 1902. At one point, it
was the largest auto maker in the world.
By the ’60s, the company faced financial and labor
difficulties. The last Studebaker rolled off the line in ’66.
The company’s pension plan was so poorly funded,
thousands received no pension or only part of their pensions.
This and similar stories prompted Congress to protect
pension plans. In 1974, Congress enacted ERISA: the:

Employee Retirement Income Security Act.
ERISA was huge…
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Inventor of the 401(k)
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The First 401(K) Savings Plan
1978: Congress passes the Revenue Act of 1978. Section
401(k) gives employees a tax-free way to defer compensation
from bonuses or stocks. The law takes effect in 1980.
1979: Benefits consultant Ted Benna redesigns a bank’s
retirement plan. He sees the new law as a way to create a taxadvantaged savings account for employees. The 401(k) plan
is born.
1981: The IRS issues rules that allow employees to contribute
to their 401(k) plans through salary deductions, jumpstarting the widespread roll-out of 401(k) plans.
1983: Nearly half of all large firms offer a 401(k) plan.
Companies like that it’s cheaper and more predictable to
fund. Employees are attracted to a plan that could put them
in a better retirement position.

9

The First 401(K) Savings Plan
Two bull-market runs in the 1980s and 1990s push
401(k) accounts higher
1990: 401(k) plans hold more than $384 billion in
assets, with 19 million active participants.
1996: 401(k) plan assets exceed $1 trillion, with
more than 30 million active participants.
Two recessions in the 2000s erase gains, prompting
doubts from early 401(k) champions.
However, today 401(k) plans hold more than $4.8
trillion in assets.
Pensions, in the private sector, become increasingly
rare.
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History of the IRA
Defined contribution plans come in a variety of
forms, including:
401(k) plans for commercial businesses
403(b) plans for nonprofit organizations
457 plans for government workers.
Each plan allows participants to defer tax on
current income and subsequent gains until they
begin taking withdrawals from the plans,
generally in retirement.

11

Retirement Plan Lifecycle
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Summary of Common Retirement Plans
Defined
Benefit Plan

401(k)

403(b)

457

Traditional
IRA

Roth IRA

Roth 401(k)
Roth 403(b)
Roth 457

Plan sponsor

Employer

For-profit
business

Nonprofit
organization

Government
al entity

Individual

Individual

Business,
non-profit, or
governmenta
l entity

Contributions
to plan are

Pre-tax

Pre-tax

Pre-tax

Pre-tax

Pre-tax

After-tax

After-tax

Lifetime
distributions
from plan are

Taxable

Taxable

Taxable

Taxable

Taxable

Tax-free

Tax-free

Give to charity
during life?

No

No

No

No

Yes1

Yes2

Yes2

Primary benefit to
donor of gift during
life

Not
Applicable

Not
Applicable

Not
Applicable

Not
Applicable

Avoid tax on
distribution

Income tax
deduction

Income tax
deduction

Give to charity
at death?

Possibly

Yes

Yes

Yes

Yes

Yes

Yes

Heirs and
estate avoid
taxes on
distribution

Heirs and
estate avoid
taxes on
distribution

Heirs and
estate avoid
taxes on
distribution

Heirs and
estate avoid
taxes on
distribution

Heirs and
estate avoid
taxes on
distribution

Estate tax
deduction

Estate tax
deduction

Primary benefits
of gift at death
1
2

Up to $100,000 per year in total to most qualified charities; donor must be over age 70½.
Donor must be over 59½ and the account must have been open for more than five years to avoid tax on distribution.
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Booming of the Boomers
IRA Assets
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Booming of the Boomers

Booming of the Boomers
Assets in IRA’s have grown 10% per year
Nearly 49 million households have a traditional IRA
That’s about 40% of the population
46% of IRA’s are invested in mutual funds
The rest are in brokerage accounts
The IRA breakdown is 38% in stock funds, 13% in world equity
funds, 21% held target date and lifecycle funds, 20% are in
bond funds, 9% in money markets
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Give to charity during life?
Donors over 70½ may transfer traditional IRAs to
charity with a qualified charitable distribution
(QCD).
It allows a direct transfer of up to $100,000 per year
from the donor’s IRA to the charity.
A QCD is not treated as a taxable distribution to the
donor; nor does the donor receive an income tax
charitable deduction.
A QCD (also called an IRA charitable rollover) can
only be used for an outright gift. It cannot be used to
fund a life income gift such as a gift annuity or
charitable remainder unitrust

Alphabits
RMD: Required Minimum
Distribution
QCD: Qualified Charitable
Distribution
“IRA Charitable Rollover”

Tax Reform: The Bad
…well maybe

Lower income tax rates for most individuals.
Standard deduction almost doubles to $12,000
for single filers and $24,000 for married couples
filing jointly.
Limitations on deductions for state and local
taxes, and mortgage interest.
Tougher to meet threshold for itemized
deductions
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Will Fewer Itemizers Impact
Charitable Giving?
Doubling the standard deduction is estimated to reduce the
number of itemizers from 37 million to 16 million, or about 1
in 7 taxpayers (14%).
The 16 million who will continue to itemize account for 60%
of individual giving.
The 21 million who will no longer itemize account for about
18% of individual giving.
Middle-income households claiming the charitable deduction
will drop from 17% to 5.5%.
A Lilly Family School of Philanthropy study projects a 1.74.6% decline in charitable giving due to the increased
standard deduction.

Support Charity with an IRA
Rollover
Taxpayers over age 70½ must take Required
Minimum Distributions from IRAs and other
qualified retirement plans.
RMDs are 100% taxable to recipient.
Strategy: Taxpayers may direct up to $100,000 of
annual Required Minimum Distribution from an
IRA to charity as a Qualified Charitable
Distribution.
Benefit: Saves taxes by reducing taxable income
even if donor doesn’t itemize deductions.

Support Charity with an IRA
Rollover
Donors MAY take their IRA RMD and realize it
as taxable income and then make a gift to OSU
from those funds. They will only get an income
tax charitable deduction if they itemize…
The income received may increase their
medicare payments even though the gave the
received funds to OSU..
Almost ALWAYS better to do a direct QCD

Support Charity with an IRA
Rollover

The tax law for QCDs was made in 2006.
It became permanent a few years ago.
Until it became permanent, OSU received a
couple hundred gifts totalling ~$1 million.
OSU now receives about 400 gifts totaling
~$2 million.

With stock markets at an all-time high, I would like to remind you that the IRA Charitable
Rollover has been permanently extended. This is great news for donors who have IRAs with
mandatory distributions!
As in previous years, this provision allows individuals age 70½ or older to make tax-free gifts
totaling up to $100,000 from a traditional IRA account directly to qualified charities, like the
OSU Foundation, provided they are completed by December 31. While you cannot claim a
charitable deduction for IRA gifts, the distribution counts towards your minimum required
distribution and does NOT trigger income tax.
In order to complete an IRA Charitable Rollover for 2017, please contact your IRA provider for
exact instructions. Also, please let us know so that we can watch for it. For additional
assistance, please contact Julie Irmer at 800-336-8217 or visit our website to learn more.
Thank you for considering a gift to support Oregon State University. Your dedication and
support are sincerely appreciated.
With best wishes,
Jeff Comfort
Vice President of Principal Gifts and Gift Planning
OSU Foundation

ITCHING TO MAKE A DIFFERENCE AT OSU — AND ENJOY THE TAX BENEFIT?
Donors age 70 ½ with mandatory IRA distributions can make a gift directly through their IRA
custodian and avoid income tax. Last year, OSU donors gave more than $2 million through
this special opportunity—creating scholarships, supporting faculty, and benefiting the library
and the Linus Pauling Institute.
Still a puppy? If you’re too young to roll over your IRA, you can still name the OSU
Foundation a beneficiary.
In order to complete an IRA Charitable Rollover for 2018, contact your IRA provider for exact
instructions. Also, please let us know so that we can watch for it. For additional assistance,
contact me at 800-336-8217 or visit our website to learn more. IMPORTANT: You may have a
checkbook associated with your IRA account. If so, please call me at 541-737-3767 BEFORE
putting an IRA check in the mail. As calendar year-end draws near, we want to ensure your gift
can arrive safely and in time to qualify as your required minimum distribution for 2019.
Thank you for considering a gift to support
Oregon State University.
Your dedication and support are sincerely
appreciated.
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Rollover! Good IRA.

Give to Charity at Death?

Qualified Retirement Plan
Beneficiary Designation
Lawyers…?
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An Easy Gift to Give and Receive
IRA gifts are easy to make — another
advantage for donors and fundraisers:
No need for attorney; donor need only
complete a simple beneficiary designation
form.
Gifts from IRAs are revocable and can be
changed easily during donor’s life.
In almost all cases, gifts from IRAs are simple
for charities to receive.

Give to Charity at Death?
The largest asset in many if not most donors’ estates is their retirement plan,
such as a 401(k), IRA, etc., Donors may be surprised to learn that the IRS
will impose income tax on the remaining balance in the account.
This tax is in addition to the estate tax that may be imposed on the account.
For estates fully subject to the estate tax, the result can be that up to 60
percent of the value of your retirement plan will be consumed in taxes before
your child, relative, or friend receives it.
There is a sensible charitable alternative
Name The Oregon State University Foundation as the beneficiary of your
retirement plan, then use other assets not subject to income tax to make gifts
to your heirs. The Oregon State University Foundation, as a qualified 501
(c)(3), won't pay income tax on our distribution and your heirs will receive
their share of your estate without the burden of extra taxes.

Give to Charity at Death?
Example:
Donor’s estate totals ~$2 million
Assets:
House: $500,000
Stocks and Bonds: $500,000
IRA: $1 million

Donor’s Will leaves $500,000 to OSUF and
the rest, including the IRA to children.

Give to Charity at Death?
Assets:
House: $500,000
Stocks and Bonds: $500,000
IRA: $1 million

Donor’s Will leaves $500,000 to OSUF and
the rest, including the IRA to children.
Outcome: The IRA will be fully income taxed
to children on any withdrawals.

Give to Charity at Death?
Assets:
House: $500,000
Stocks and Bonds: $500,000
IRA: $1 million

Better Plan:
Leave 50% of IRA to OSUF and the rest to
children via Will.
Stocks and Bonds and House get “Step-Up
Basis” at death so no tax to children on using
these assets.
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Beneficiary Designation Form
Takes Precedence

Retirement plan assets pass at donor’s death according to the
beneficiary designation form — regardless of will or living trust.
How does this affect you? An example:
Years ago, Theresa filed the correct forms naming two nieces
as her IRA beneficiaries. Shortly before death, she executed
a valid will naming your charity as the sole beneficiary of
her IRA. Despite her will, the IRA assets will pass to her
nieces and not your charity — the beneficiary designation
form takes precedence.
While donor may designate her will or living trust as the
beneficiary of a retirement account, allowing the terms of
the will or trust to govern distribution of retirement assets,
this usually is not advisable for tax reasons.
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Give to Charity at Death?

Designating an IRA to an
estate or Living Trust,
which then designates a gift
to charity

VS

Designating the IRA
gift directly to charity

IRA: Combination Charitable Non-charitable Designations

Must distinguish between individual
beneficiaries and non-individual
beneficiaries (e.g., charity beneficiaries).
The rules as to individual beneficiaries are
complex.
The rules as to charity beneficiaries are
relatively simple.

Example 1: Charity as Sole Beneficiary
Donor dies November 1, 2018, owning several
IRAs. IRA #1 is for the sole benefit of College.
College must take full distribution of IRA #1 by
December 31, 2023 (5-year rule).
College may take full distribution of IRA #1 any
time before that date.

Example 2: More Complex
Sally dies at age 68 on November 1, 2018. She dies owning one
IRA. The IRA has four equal beneficiaries: Charity and Sally's
three children.
The children are Alice (aged 42), Ben (aged 39), and Carrie (aged
36).
If Charity takes its full distribution by September 30, 2019, the
children may take "stretch out" distributions from the IRA using
Alice's life expectancy.
If Charity does not take its full distribution before September 30,
2019, the children must take their full distributions by December
31, 2023, according to the 5-year rule.

Example 3: Even More Complex
Same basic facts as Example 2, except that Sally dies at
age 73 on November 1, 2018. [In this situation, Sally had
begun receiving RMDs at the time of her death.]
If Charity takes its full distribution by September 30,
2019, the children may take "stretch out" distributions
from the IRA using Sally's "life expectancy" just
before she died.
If Charity does not take its full distribution before
September 30, 2019, the children must take their full
distributions by December 31, 2023, according to the 5year rule.

A VASTLY MORE COMPLEX MATTER:
IRA MONEY LEFT TO CHARITY BY WILL OR
(FORMERLY REVOCABLE) TRUST
Donor dies on November 1, 2018, owning an IRA. The
IRA does not have a beneficiary, so by federal tax law the
beneficiary becomes Donor's estate.
[We could assume the IRA named Donor's revocable
trust as beneficiary, but substantively that would be the
same fact pattern.]
Donor's will provides for a bequest to Charity.
Donor's executor proposes using the IRA money that
pours into the estate to satisfy this bequest.

A VASTLY MORE COMPLEX MATTER:
IRA MONEY LEFT TO CHARITY BY WILL OR
(FORMERLY REVOCABLE) TRUST
Will Donor's estate owe income tax on the IRA money paid to
Charity by the executor?
Yes , unless the estate can take an income tax charitable deduction
for the payment.
The estate is subject to income tax on its income.
The IRA money pouring into the estate is IRD.
Estates and trusts are allowed an unlimited income tax charitable
deduction under Code §642(c) if certain requirements are satisfied.

A VASTLY MORE COMPLEX MATTER:
IRA MONEY LEFT TO CHARITY BY WILL OR
(FORMERLY REVOCABLE) TRUST
An estate or trust is allowed an income tax charitable deduction
for
income [i.e., gross income of the estate or trust] paid to charity
pursuant to the terms of the "governing instrument" (the will or the
trust instrument).

Limitation: There is a "catch", however.
If the will or trust specifies that a payment to charity is to come
from a particular source of income, no income tax charitable
deduction will be allowed for the payment unless the amount of
the payment depends on the type of income to be paid. Income Tax
Reg §1.642(c)(3).

A VASTLY MORE COMPLEX MATTER:
IRA MONEY LEFT TO CHARITY BY WILL OR
(FORMERLY REVOCABLE) TRUST
 A will provides for a $100,000 bequest to Charity and
requires the executor to use estate IRD before any other
estate asset to satisfy the bequest.
No income tax charitable deduction will be allowed.
 A will leaves all estate IRD to Charity.
An income tax charitable deduction will be allowed for
the IRD paid to Charity.

Example
 A GPO’s (non-lawyer)perspective:

 For a donor with multiple assets, including and IRA with
charitable and non-charitable beneficiaries, it is almost
always best to give a portion or all of the IRA to charity
and other assets to the non-charitable beneficiaries.

 For an IRA “left” to charitable and non-charitable
beneficiaries, it is usually best to leave the charitable
portion directly to the charity via a beneficiary
designation form as opposed to by Will or Trust.

 “But I want my IRA gift designated to a Fund…”
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Looking Over the Horizon…

IRA Designation to CRT
Donor, age 84, has a $2 million estate
$1 million in IRA and $ million in house and
investments
Donor has 2 children, ages 60 and 62
Donor is concerned children will “blow
through” their inheritance in short time and
not have funds for older age
Donor is considering a CRT…
What is your advice?

IRA Designation to CRT
If a donor is looking to both support charities and benefit family
members after death, a charitable remainder trust (CRT) could be
a tax-efficient solution.
With a CRT, the donor’s heirs could receive a steady income
stream from the trust for their lifetimes, or for a set period of
years.
A CRT also serves to postpone (but not avoid) income taxes on the
IRA assets, which provides an additional benefit to heirs.
Because a CRT is exempt from income taxes as a charitable trust,
the receipt of the IRA by the CRT will not require the payment of
any income tax.

IRA Designation to CRT
 Process:
A charitable remainder trust instrument is
drafted during the donor’s life.
The trust will benefit family members or friends
after the donor’s death.
The IRA beneficiary designation names the CRT
to receive the IRA funds after the donor’s death.
Normal trust administration duties do not begin
until the funding occurs

IRA Designation to CRT
 Process Questions:
Attached to the IRA beneficiary designation
form?
In the donor’s last will and testament?
In an unfunded or nominally-funded irrevocable
charitable remainder trust?
In a funded or unfunded revocable living trust?

IRA Designation to CGA
Private Letter Ruling 2002 30018
The value of the IRA at the death of the taxpayer will be
included in the taxpayer's estate;
An estate tax deduction will be allowed for the value of
the IRA assets less the present value of the annuity
payable to the income recipient;
If the charity is named as the designated beneficiary of
the IRA, then the proceeds will be income in respect of a
decedent to the charity under IRC Sec. 691(a)(l)(B) and
will not be income in respect of a decedent to the
taxpayer's estate.

IRA Designation to CGA
Private Letter Ruling 2002 30018

The critical point of this ruling is that the donor's
estate will not have to pay income tax on any part
of the IRA at the time the gift annuity is funded.
Prior to the ruling, it was considered possible
that the present value of the annuity payments
would be immediately taxable to the taxpayer's
estate as income in respect of a decedent.

IRA Designation to CGA
Private Letter Ruling 2002 30018

The IRS did not rule on the "investment in the
contract," so it is probably advisable to take a
conservative position and presume that the
investment in the contract is zero, unless the IRA
was partially funded with after-tax dollars.
This means that the annuity payments will be
entirely taxable as ordinary income when
received, but distributions from the IRA would
likewise have been fully taxable as ordinary
income.

The Hidden Money Grab In The SECURE Act
If you have an IRA or a retirement plan that you
were hoping you could leave to your children in a
tax efficient manner after you are gone, you need to
be concerned about one provision in the fine print
that could cost them dearly. Non-spouse
beneficiaries of IRAs and retirement plans are
required to eventually withdraw the money from its
tax-sheltered status, but the current law allows them
to minimize the amount of their Required Minimum
Distributions by “stretching” them over their own
lifetimes. This is called a “Stretch IRA”.

The Hidden Money Grab In The SECURE Act
The bad news is that the government wants their
tax money, and they want it sooner than later. The
ticking time bomb buried in the SECURE Act is a
small provision that changes the rules that currently
allow your beneficiaries to take distributions from
Traditional IRAs that they have inherited and pay
the tax over their lifetimes, virtually cementing “the
death of the Stretch IRA.”

Leaving a $1 million IRA to your child under the
existing law, and under the SECURE Act:
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Successfully Marketing IRA Gift
Plans
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Successfully Marketing IRA Gift
Plans

There are two keys to successfully marketing IRA
rollovers and “bequests”.
1. Keep it simple
2. Talk about the benefits.
You’re not going to attract donors by marketing or
talking about the technical aspects of a charitable IRA
gift. Instead, focus on the benefits to the donor and
their heirs, and use donor-centric language…

Many donors have found Rollover and/or
Beneficiary Designations a simple and tax-wise
way to continue their support of OSU and create
a Legacy at OSUforever…
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Simplicity
Naming a charity as an IRA beneficiary is as
easy as filling out a beneficiary designation
form
No lawyer required…

