Estate: Anyone can fund a 529 plan
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are still alive, and there are ways to
contribute to relatives or worthy
causes. :

College education funding can
be at the top of your list for any
relative who needs your help. Any-
one can contribute to a 529 college
saving plan, which can be set up by

arents and funded by family mem-
ers.

® Generally, you can give as
much as $11,000 per person annu-
ally before you are subject to a fed-
eral gift tax, the IRS says.

@ If you choose to pay relatives’
tuition bills directly, and not indi-
rectly through a 529 plan, the gift-
tax limit doesn’t apply. You can
give as much as you want.

® You can make unlimited di-
rect payments for relatives’ medi-
cal expenses without hitting the
gift-tax limits.

® You can give appreciated se-
curities, which are subject to gift-

tax limits. If, for example, you have |

a child who needs money for a col-
lege fund, you can give him $10,000
in stocks and bonds. The recipient,
assuming he’s in the lowest tax
brackets, only pays 5 percent capi-
tal-gains tax on securities held for
more than one year, the new lower
rate passed by Congress this year.
You can also make direct gifts
of money or securities to charities
or other nonprofit institutions and

get a deduction, the size of which
depends upon the kind of recipi-
ent.

That contribution method can
be taken one step further by using
a pooled trust. By pooling your do-
nation with other people’s money,
you are targeting your dollars to a
specific charity. Most large organi-
zations have pooled trusts. Ask
their development departments for
information on how to donate.

You can also create a charitable
remainder trust (CRT) with your
spouse, a legal entity that controls
the amount and timing of your
contributions to organizations you
choose. Charitable trusts held
about $62 billion last year and pro-
vide money to charitable groups,
universities, hospitals and other
nonprofits.

While you are alive, you can get
a tax deduction for your donation
and can receive income in the form
of an annuity. The remainder of
the trust goes directly to the charity
upon you and your spouse’s death.

“Upon your death, your gift is
completed,” says Lorenzo Wilson,
a financial planner with American
Express Financial Advisers in Chi-
cago.

For even more control, estate
planners often recommend a fami-
ly foundation, which can be set up
by a lawyer for charitable purposes.
There’s more than $450 billion in
53,000 private foundations.

Family foundations allow you to
direct every donation, although,
like charitable remainder trusts,
they can cost several thousand dol-
lars to establish.

Remember that you get a rea-
sonable tax break for donating se-
curities during your lifetime.

If you donate an appreciated
stock, for example, you can deduct
“the average market price of the
stock on the day of the donation —
and you don’t have to pay capital
gains tax,” says Leisa Brown Aiken,
a certified financial planner with
Trinity Financial Advisers.

Also keep in mind that there
are several different kinds of trusts
with varying tax and estate-plan-
ning benefits, so take your time
when preparing your estate plan.

No matter which charitable or
estate-planning vehicle you choose,
you will also need to set up durable
power of attorney and health-care
powers of attorney to protect and
manage your assets if you or your
spouse become disabled.” These
documents simply grant legal deci-
sion-making to someone you trust.

“Go through the details and dis-
cuss them with your family,” Wil-
son advises.

Consult with qualified financial
and estate planners before you
open the discussion with your fami-
ly so you'll be able to make your in-
tentions clear to them and resolve
any conflicts. ’



