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The purpose of this brochure is to provide accurate information of a 
general character only. For specific recommendations, each person

should consult his or her own qualified professional adviser.

In this newsletter, we provide help and 
information on your personal planning and 
key financial or estate issues.  Please contact 
us if you want more information about 
such matters – or to find out more about
the work of The Salvation Army.  We also
hope you will send for our new publication,
Phenomenal Gifts with Investment Assets.

When Marilyn’s brother Jack
died, she was thrown into a new and
unfamiliar role: administrator of
his estate.  As Jack’s closest family
member, the job of navigating the
probate system and distributing
Jack’s assets fell on Marilyn’s 
shoulders. “It took more than 18
months to determine what assets
he owned and work with a lawyer
to close the estate.  In the end, 
I don’t think all the assets passed 
as Jack might have liked, but I had
to follow state law,” Marilyn said.

“Jack owned a life insurance policy, but the beneficiary was our mother, who died more
than 15 years ago.  There were shares of stock that he had promised to our nephew over
the years, but without a will, the shares were simply added to the estate – none of which
passed to our nephew.  It was extremely frustrating to be unable to make distributions I
think Jack would have wanted,” Marilyn added.  “I discovered, in going through old income
tax returns, that Jack had been giving to The Salvation Army regularly for years.  It would 
have been great to give the Army the proceeds from the life insurance policy.”  

Handling her brother’s estate convinced Marilyn that she needed to get her own affairs
in order.  She asked the attorney handling Jack’s estate what documents she would need.
The attorney recommended a will, and because Marilyn owns vacation property in 
another state, a living trust.  Other assets, such as her life insurance and IRAs, will pass 
by beneficiary designation.  The attorney explained that if she leaves the IRA to her 
children, they will owe income tax on any distributions.  The only way to avoid the tax 
is to leave the IRA to charity, he told her.  

“I decided to rectify Jack’s oversight,” Marilyn said, explaining that she has named the
Army as the beneficiary of her IRA in Jack’s memory.  “I talked to the representative at 
the local Army office about the programs Jack had supported during his lifetime.  My IRA
will eventually benefit those same efforts, and nothing will be lost to taxes,” Marilyn was
glad to say.
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Hidden Opportunities to Help the Army
Friends often face challenges that are actually disguised

opportunities to assist The Salvation Army.  

n Brenda has amassed more than $60,000 in U.S. 
savings bonds.  When she redeems the bonds, she will 
owe income tax on $30,000 or more of interest.  Brenda
can’t avoid the tax by contributing the bonds directly to the
Army, but she can use the proceeds to establish a charitable
gift annuity that will make payments for her life and 
generate a charitable deduction to offset the tax she owes.  

n Larry owns a life insurance policy purchased when 
his children were young.  Now that they are grown with
families of their own, he no longer needs the coverage.
Larry could cash out the policy, but he has decided instead
to contribute ownership to the Army, entitling him to a
charitable deduction that can reduce his income taxes.

n Brent has collected comic books and figurines of comic
book characters since he was a youngster.  He’s moving 
into a retirement community and needs to downsize.  He
estimates the value of his collection at about $125,000, and
his tax adviser has told him that he could owe capital gains

tax (28% rate) on about $80,000.  Rather than sell the 
collection and lose more than $22,000 to taxes, Brent 
decided to fund a charitable remainder trust with the items.
He will receive income for life based on the full value of his
collection, without loss to capital gains tax.  His gift also
generates a charitable deduction, but more importantly,
Brent provides a thoughtful future gift to the Army.

nColleen and Tom use their vacation condo regularly,
but their children have already told them they aren’t inter-
ested in inheriting the unit.  The couple plan to contribute
the condo to the Army while continuing to use it for their
lives.  They can claim a charitable deduction, continue using
the unit as they always do, relieve their children of the 
burden of selling it in the future and have the satisfaction 
of knowing Army programs will benefit.

We encourage you to contact our office when you are
having a will drafted or revised, or before you sell assets.
There are creative ways to generate tax deductions, achieve
planning goals and secure payments for life – all while 
providing support for important Army programs.
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Raising Philanthropic 
Children . . . and Grandchildren

The proper aim 

of giving is to put 

the recipients 

in a state where 

they no longer 

need our gifts.

~ C.S. Lewis

The Salvation Army,

an international 

movement, is an 

evangelical part 

of the universal 

Christian church. 

Its message is 

based on the Bible. 

Its ministry is 

motivated by 

the love of God. 

Its mission is to

preach the gospel 

of Jesus Christ 

and to meet 

human needs in 

His name without 

discrimination.

Mission 
Statement

Of the many lessons parents impart to their children, one important one is often
overlooked.  Many children, once introduced to philanthropy, discover the joy of shar-
ing and become lifelong givers.  How can you help younger family members embrace
philanthropy?

n Start young. Many children are given allowances for helping with specific jobs
around the house.  Some parents require that children set aside a portion of their 
allowance for savings, allowing the child to spend the rest as he or she wants.  Parents
might ask the child to designate another portion of the allowance for “sharing” with a
favorite cause or organization the child selects.

n Offer a match. Many companies match the charitable gifts made by employees up 
to a certain level each year.  Families can do the same thing. 

n Lead by example. Talk to your children or grandchildren about the organizations
you support . . . and why.  Their choice of charities may differ, but the reasoning process
will serve them well as they evaluate those causes deserving of their support.

n Make your child a “partner” with charity. Consider establishing a trust that pays
charity for a period of time before assets are distributed to children (a charitable lead
trust).  If your children are older, you can establish a charitable gift annuity – possibly a
deferred gift annuity – that will provide them with annuity payments for life, while also
supporting charity. 

n Let the children have a say. You can create an endowment with the Army, permitting
the child to make recommendations for programs to support each year.

n Include both children and charity in your estate plan. A bequest is an excellent way
to continue the support you’ve provided for The Salvation Army during your lifetime.
Your estate plan can also direct that a specific portion of the estate be paid to the 
organizations selected by children or grandchildren, to provide continuing support 
in your name.

What’s in 
Your Estate?

According to IRS statistics, the average estate
includes publicly traded stock (24.9%), real estate
(24.1%), tax-exempt bonds (9.8%), cash (9.1%),
closely held stock (8.9%), retirement assets (7.1%)
and insurance (1.9%). Partnerships, notes and
other assets make up the balance. There are
opportunities to make significant gifts to The 
Salvation Army with any type of assets you own.

Stock – If you give shares owned more than
one year, your deduction is equal to the fair
market value, and you avoid the capital gains
tax that would be due if the shares were sold.
You can also retain payments for life from your
gifts of stock, through a charitable remainder
trust or charitable gift annuity.

Real estate – Special tax provisions allow
donors to give homes and farms to the Army,
retain the right to live in the residence or work
the farm for life and also claim a current income
tax deduction. Real estate owners can also fund
trusts that make payments for life, with an
income tax deduction for the Army’s future
right to the trust assets.

Bonds – Corporate bonds may be given to
The Salvation Army with the same tax benefits
as stock. U.S. savings bonds left to the Army 
at death completely avoid the income tax that
other beneficiaries would have to pay.

Cash – If you fund a charitable gift annuity
using cash, a large portion of what you receive
each year for your estimated life expectancy will
be tax-free income.

Retirement accounts – Nearly $25 trillion is
held in all types of qualified retirement accounts.
In most cases, withdrawals are taxed as ordinary
income, at rates up to 39.6%. Accounts left at
death are subject to income tax when beneficiaries
take distributions. All tax is avoided when retire-
ment accounts are left to The Salvation Army. 
It’s also possible to leave retirement accounts to 
a charitable remainder trust or charitable gift 
annuity to benefit family members for life 
before passing to the Army.

Speaking the Estate 
Planning Language

Is your estate plan up to date?  Here’s a list of common terms, along with a short 
description of each, which may be helpful as you make or update your estate plan:

n Will – A legal document directing how assets are to be distributed at death.
Each state has its own laws regarding the formalities necessary to execute a valid will. 

n Living Trust – An arrangement in which assets are transferred to a trustee during
life. At death, these assets pass to named beneficiaries outside the probate system.

n Beneficiary Designation – Life insurance and IRAs generally passed to the 
person or persons named on beneficiary forms.

n Probate – The court-supervised process of distributing assets.  A judge will 
appoint an executor (usually the person named in the will or a close relative if no valid
will exists) who will oversee the payment of debts, collection of amounts due, filing 
of tax returns and, finally, transfer of assets according to the will or under the state’s 
intestacy laws.

n Intestacy – Where no valid will is found, the distribution of an estate will be
done according to the state’s laws, with varying amounts passing to a spouse, children,
parents, siblings and other more remote relatives.

n Codicil – A document used to make a minor change to an existing will, without
the need to execute a new will.  The codicil must satisfy the same legal requirements 
regarding witnesses and signatures as a will. 

n Residuary Bequest – After all specific bequests have been satisfied, the amount
remaining is the residue of the estate.  The residue can pass to one or more beneficiaries,
including The Salvation Army (e.g., “25% of the rest, residue and remainder of my 
estate to each of my three children and to The Salvation Army”).

n Contingent Bequest – In the event a primary beneficiary dies before the testator, 
a contingent bequest provides for the bequest to pass to another beneficiary 
(e.g., “$100,000 to my brother, Samuel, but if he dies before me, the $100,000 
shall be paid instead to my nephew, John”).  You can name The Salvation Army as 
a contingent beneficiary. 

It may be helpful to keep these terms in mind when consulting your attorney about
drafting or updating your will.  If you’d like more information about adding a bequest
for our benefit, including our legal name, please call our office.

Send for Our New, Free Booklet
When you make a charitable gift to The Salvation Army, it’s important to consider

all the objec tives you want to accomplish. Undoubtedly, personal satisfac tion will
be your primary con sideration. But to guarantee maximum impact, you’ll want to
plan your gift with tax savings in mind. 

Gifts of appreciated property often make sense, not because of tax savings, per se, 
but because you generate maximum impact with your gift at minimum cost.  If you
would like more informa tion about gifts of appreciated property, please send for our 
new booklet – Phenomenal Gifts with Investment Assets.  


