22 [THINKING BEYOND:.

|s it Possible to Actually
Make a Profit, Giving it Away?

Thisquestion seemsto besuchan
absolute contradiction of terms. Yet, this
ideaisnot new. TheBible, written thou-
sandsof yearsago, makesthesameclaim.
Jesussaid, “Giveandit will begivento
you. A good measure, pressed down,
shakentogether and running over, will be
poured into your lap. For with the measure
you usg, it will bemeasuredtoyou.” (Luke

If he sold the stock, hewould pay
$310,000in capital gainstaxes. Addition-
aly, theremaining $690,000 would be
included in histaxable estate, and theIRS
would “lop off” another $379,500 in estate
taxes at the death of the other spouse.
Therefore, the Wilsonswould have had only
$690,000 to work with whilethey were
dive, andtheir children would haveonly

6:38) $310,500 to work with
Sinceour country after they wereboth
wasfounded upon gone. Thecost for
biblicd principles, it eecccccce tryingtokeepital for
should not surpriseusto ) themselvesandtheir
findoutthetourcountry ~ Because the Wilsons  family wouldexceed
maintainsthisfinancia were W||||ng to give $689,000 of the
principlethroughthe . origina $1million,
design of our tax laws. Somethmg A they Quiteapendty for
But how canyou actually ended up neglecting philanthropy,
actualy become wealthier. wouldn’'t you agree?
wedthier by giving TheWilsons
away someof your decided totransfer their
wedth? stock into an Enhanced

| will giveyou oneexample. Mr.
Wilson, asenior executive with amajor
Fortune 500 company, just retired.
During his 33 yearswith the company, he
had exercised every one of his stock
options and had accumulated over
$1,000,000 worth of company stock. Of
course, his cost basiswas minimal.

The stock was paying only about a
2.5% dividend which was far below
what he could generatein awell- bal-
anced investment portfolio. Healso
found his portfolio far too heavy inthis
one stock and realized that he needed to
divergfy.
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IncomeTrust. By doing so, they received a
current charitableincometax deduction that
saved them almost $49,000 inincometaxes
that year. Thiswasbrand new cash money
intheir pocket.

Thenthey had thetrust sell their stock,
avoiding all capital gainstaxesonthesde.
Now, they had an extra$310,000 toinvest
andtoliveoff of for therest of their lives.
Inaddition, they found themselvesearning
300% moreincomethan the stock was
paying.

Withasmall portion of theextra$1.2
million of lifeincomethey would now be
receiving, they established an Asset Re-
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placement Trust and funded it with
$100,000. Attheir deaths, their children
would receiveafull $1 million of cash, free
of income and estatetax.

Sincetheseassetswereinthe En-
hanced Income Trust whenthey died, they
werenot included inthe Wilsonstaxable
estate avoiding over $550,000in estate
taxes. Thecherry ontop of thiscakewas
that at the death of thelast spousethe
Enhanced Income Trust would terminate
and amost $1.5 millionwould begiven
away tothe charitiesof the Wilsons
choice.

Becausethe Wilsonswerewillingto
givesomething away, they actually ended
up substantialy wedthier duringthelr
lifetimes($1.6 million of lifeincomevs.
$400,000 of lifeincome). Their children
ended upwedthier ($1 millioninheritance
vs. $310,500inheritance). Charity ended
up wealthier (no charitablegift vs. $1.5
millionincharitablegifts) aswell.

How do you think the Wilsonsfelt
about thisalternative? Do you think
they minded being philanthropic? Of
course not, they thoroughly enjoyed
making aprofit and then giving it away.
Who wouldn’t?
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