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Year-End Gifts to Allegheny
Yield Tax Savings

If you are hunting for year-

end tax savings, the charitable
deduction can be a valuable
arrow in your quiver. If you
itemize your deductions, a
charitable tax deduction yields
tax savings proportional to your
marginal tax bracket.

A $10,000 CHARITABLE

DEDUCTION PRODUCES THE
FOLLOWING TAX SAVINGS:

Tax Net Cost Tax
Bracket of Gift Savings
15% $8,500 $1,500
25% $7,500 $2,500
28% $7,200 $2,800
33% $6,700 $3,300
35% $6,500 $3,500

BONUS SAVINGS USING APPRE-
CIATED PROPERTY. Depending on
the asset you choose to fund your
year-end gift to Allegheny, your
total savings may be even greater.
If you give stocks, bonds or real
estate, you not only get to deduct
the full fair-market value of the
asset, you also avoid tax on any of
the appreciation.

Example: Jeft gives Allegheny
$25,000 worth of stock he inherited
when it was worth $10,000. In

his combined federal and state
30% tax bracket, the $25,000 tax
deduction saves him $7,500. In
addition, he avoids the capital-gain
tax on the $15,000 increase in the
value of the stock that he would
have owed had he sold the stock—
an additional tax savings of $2,250.
TOTAL SAVINGS: $9,750.

Turn Your Gift Into a Source

of Income

Creative year-end gift planning
will allow you to generate both a
charitable deduction and a new
source of annual cash flow for
yourself or others.

One of the oldest and most
popular of these “life income”

gifts is the charitable gift annuity.

Here’s how it works: In return for
your contribution to Allegheny,
we commit to pay you—or

the one or two persons you
designate—a specified amount
of income for as long as you live,
guaranteed by the total assets of
Allegheny. (See chart below.)

A SOURCE OF NEW INCOME. A
well-planned gift annuity can
offer a tax-advantaged way to
transform highly appreciated
but low-yielding stock into an
important source of current
income without the full brunt of
capital-gain taxation.

Example: Jane and Tom, both
72, had long been interested

in making a significant gift to
Allegheny but needed as much
income as possible from their
assets. After discussing their goals
with their advisors and a member
of our staff, Jane and Tom
decided to contribute stock they
bought years ago for $100,000
that is now worth $200,000 for a
charitable gift annuity that will
pay them $11,000 each year as
long as either of them lives. Since
the stock paid no dividends, the
entire annuity payment is net
additional cash flow.

Even though they had $100,000 of
gain in their stock, they avoided
tax on $22,000 and recognized
only about $78,000 of that gain—
and they spread that over the
balance of their life expectancies
at approximately $4,150 per year.
Even better, more than $4,150 of
this annual income will be tax-
free over their life expectancies
and they can take a deduction
this year for $43,700.

INCOME FROM A $100,000 GIFT ANNUITY

One Life Two Lives
Age Rate Income Ages Rate Income
65 5.5% $5,500 65-65* 5.1% $5,100
70 5.8% $5,800 70-70 5.4% $5,400
75 6.4% $6,400 75-75 5.7% $5,700
80 7.2% $7,200 80-80 6.3% $6,300
85 8.1% $8,100 85-85 7.1% $7,100
90 9.5% $9,500 90-90 8.3% $8,300
*Acceptance of gift annuity contract dependent on the
age(s) of annuitant(s) and the applicable IRS discount rate.
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Allegheny College recently | ;: )g’ =

received a bequest of $822,590 | = =

from Judith Gallagher '69, who E: > -

died in February 2009 from cancer. |
Judy, who earned a degree in

music at Allegheny, had a career in |
banking before retiring in Hilton

_ ¥ Head, S.C., where she enjoyed |
| golfing and volunteering with the |
Main Street Youth Theatre.
The majority of her bequest will be used to support the |
renovation of Carr Hall to house the Environmental Science |

Department and to significantly improve Physics Department
space. In 2008, Judy told Melissa Mencotti, director of gift |
planning, that she had included the College in her estate

plans because “Allegheny is a great place, and I want it to |
stay that way.”
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Save More for Retirement |

Tax-Advantaged Retirement Funds

HELP SECURE YOUR FUTURE AND GET A VALUABLE TAX |
DEDUCTION. Everyone with earned income has some tax- |
advantaged opportunity to set aside money for retirement.

Many employers offer plans that allow tax-deductible |
contributions to a retirement plan, such as a 401 (k), and

many match some or all contributions—sometimes even in |
multiples of the amount contributed. |

Even if you don’t participate in an employer’s plan or if
you are self-employed, you can still contribute to your own |
plan through an IRA or a plan for self-employed persons. In

many cases you can even choose between taking a current |
deduction for the amount you contribute or tax-free
distributions later from a Roth IRA.
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