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INTRODUCTION

HOMAS JEFFERSON REFERRED TO HIS DREAM

of an “academical village” of higher learning as “the Hobby
of my old age.” In fact, the dream that would become the University of Virginia developed over many decades. Central to his
vision was to establish a place of learning so compelling that it
might “be a temptation to the youth of other states to come,
and drink of the cup of knowledge and fraternize with us.”
Attracting the best minds to the University was important
then—and vital today. It is the heart of the mission of the
Jefferson Scholars Foundation.
“It is important to make the University of Virginia as competitive as possible and attract the strongest students,” says
Alan MacKenzie (A&S ’88), who is funding an endowment
for a Jefferson Scholarship.
“That is why I have chosen to be involved in the Foundation. Jefferson Scholarships
are designed to get top talent from around the country who might choose an Ivy League
school or one of the other top public institutions.”
With its mission and record of attracting exceptional students and professors, the
Jefferson Scholars Foundation is a worthy charitable beneficiary for many University
alumni and friends. And given current tax laws, prospective donors have many ways to
frame their gifts.
For those with estates subject to federal income tax, the IRS gives you a choice. You
may pass assets to two of three possible beneficiaries—family, charity, or the IRS. With
the right planning, you can leave the IRS without a dime. But to benefit only family and
charity, gift planning vehicles should be considered that accomplish financial and estate
planning objectives in addition to benefiting worthy organizations such as the Jefferson
Scholars Foundation.
“A lot of people over the years have asked me, ‘Where I should get involved? Where
do you think I might find my calling of giving back to the University?’” says Allison
DiNardo (A&S ’82, Darden ’88), member of the U.Va. Board of Visitors and donor to
the Jefferson Scholars Foundation. “Many times, I have directed them toward the Jefferson Scholars. It is a wonderful way to see firsthand this generation of scholars—how
amazing they are.”
Through this piece, we offer an overview of options to help you reach financial, estate,
and charitable planning goals. All gifts to the Jefferson Scholars Foundation are endowed
and invested in perpetuity, creating a lasting legacy to extend Mr. Jefferson’s dream.
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EASY IMPACT
GIFTS
a number of strategies
allow a donor easily to arrange a gift that can have a big impact on future
scholars and on the University of Virginia. Often, just a few steps are
required to build a legacy through the Jefferson Scholars Foundation.
“The stronger this program, the stronger the University,” says donor
Thornton Kirby (A&S ’87). He should know; he was a member of the
third class of Jefferson Scholars. “Thomas Jefferson’s desire was to establish a university that would produce the brightest minds for the republic. The stronger inputs you get, in terms of quality students, the
more likely you will produce national and international leaders.”
W H I L E E S TAT E P L A N N I N G I S O F T E N C O M P L E X ,
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EASY IMPACT GIFTS

BEQUESTS

Within the wide range of charitable giving
strategies and options, nothing rivals the
popularity and simplicity of a bequest.
While it does not generate lifetime tax
benefits, the flexible and revocable aspects
of a bequest have great appeal. Leaving a
bequest to the Jefferson Scholars Foundation is as simple as inserting the appropriate language in your will, although there
are different ways to allocate specific assets
and amounts you wish to bequeath.
Allison DiNardo and husband, Robert,
made a provision in their will to fund a
Jefferson Scholarship, and they are giving
toward that goal during their lives. “We
may never know the students who receive
that scholarship,” Allison says, “and yet
this is a way we can give for U.Va.’s future.”
In addition to the significant benefit
to the Jefferson Scholars Foundation, a
bequest to the Foundation is entirely free
from federal estate taxes. If the same
bequest were made to an individual, it
could be subject to an up-to-40-percent
estate tax.

Specific bequest
This bequest identifies the particular asset
you wish to give to an individual or organization. The term “specific bequest” does
not require any particular or necessary
language but rather identifies the source of
the bequest.
RO B ERT & AL L I SO N D I NARD O

As a member of the U.Va. Board of
Visitors and a volunteer with the
Jefferson Scholars Foundation, Allison
DiNardo (A&S ‘82, Darden ‘88) is
comfortable encouraging others to get
involved. “Jefferson Scholars is probably
one of the best run foundations I know of
in the country. It is stewarded well. It has
a clear mission. And it has stood the test
of time.”
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Residuary bequest
After all debts, obligations and other
bequests are settled by the executor, a residuary bequest leaves the remaining funds
within the estate to a particular beneficiary.
EXAMPLE // “I give to ______ all the rest,

residue and remainder of my estate.”
EXAMPLE // “I give my coin collection to

__________________, a nonprofit corporation
located in Charlottesville, Virginia.”

General bequest
More common than specific bequests for
charitable giving, a general bequest does
not identify the source of the funds to be
given. The flexibility helps the executor
determine which funds or assets within the
estate should be used.

Contingent bequest
Commonly implemented by married couples or individuals with heirs, a contingent
bequest is designated for an individual or
organization in the event that certain conditions are met.
EXAMPLE // “I give all the rest, residue and

remainder of my estate to my spouse if he/
she survives me; if not, then to ________.”

EXAMPLE // “I give $100,000 to ________.”
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EASY IMPACT GIFTS

E S TAT E P L E D G E S

Many alumni, volunteers, and
benefactors of the Jefferson Scholars
Foundation aspire to endow a named
Jefferson Scholarship at some point
in their lives. Perhaps they received
a Jefferson Scholarship themselves,
contributed meaningful volunteer service
on one of the Foundation’s various boards
or committees, or simply believe in the
Foundation’s mission.
Given that the minimum funding
level for a named Jefferson Scholarship
is currently set at $500,000, it can be
challenging to reach this philanthropic
target within a specified time frame. In the
face of increasing tuition, the Foundation
may also be compelled to increase the
minimum funding level for a named
scholarship, thereby potentially putting this
noble ambition out of reach for many. For
those in this situation, an estate pledge may
be the perfect solution.
An estate pledge is essentially
a commitment to fund a Jefferson
Scholarship through any lifetime and/
or testamentary means that are most
appropriate for that individual. This
flexibility in funding allows benefactors
PA G E 8

to make contributions to their Jefferson
Scholarship accounts during their lifetime
and supplement the remaining balance
through testamentary means.
In exchange, the Foundation agrees to
“lock in” this scholarship at the thencurrent threshold level, regardless of
subsequent policy increases.
For Alan MacKenzie, the structural
flexibility of this approach allowed him
to design a scholarship to benefit both
U.Va. and his high school, Chaminade
High School in Mineola, New York.
He is currently giving toward that goal,
backed by a binding pledge in his estate.
When funded, his scholarship will benefit
Chaminade graduates.
“I feel lucky that I was able to go to
two very good educational institutions,”
he says. “Through this scholarship, I will
simultaneously benefit both schools.”
Popular vehicles to accommodate an
estate pledge are gifts of qualified assets
(e.g. IRAs, pension plans, 401(k)s), bequests,
and life insurance. However it is funded,
an endowed Jefferson Scholarship creates
a legacy of excellence at the University of
Virginia that will last in perpetuity.

Benefits
of an
Estate Pledge

1

2

3

Guaranteed named
Jefferson Scholarship

Protection against subsequent increases in
minimum funding level
(currently $500,000)

Flexibility to fund your
Jefferson Scholarship
during your lifetime
and/or via
testamentary means
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“I DO NOT KNOW OF ANY SCHOLAR
P R O G R A M I N T H E U N I T E D S TAT E S
T H AT I S M O R E AT T R A C T I V E A N D
MORE COMPREHENSIVE THAN THE
JEFFERSON SCHOLARSHIP PROGRAM.
THE TOP-LEVEL, MOST COMPETITIVE
KIDS IN THE COUNTRY HAVE MANY,
MANY CHOICES. U.VA. NEEDS TO GO
AFTER THEM AS IF THEY ARE
B L U E C H I P AT H L E T E S .”
TH ORNTON KIRBY (A&S ’87 )
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GIFTS THAT
GENERATE
INCOME
must be balanced with a need
for supplemental income, as well as an awareness of tax implications.
Fortunately, vehicles such as charitable gift annuities and charitable remainder trusts allow favorable tax outcomes as well as the generation of
income for donors or heirs to follow.
“The funds have been so well-managed that you are seeing the original gift grow to something greater—so it is working harder,” says Ed
Mitchell (A&S ’63).
FOR MANY DONORS, THE DESIRE TO GIVE
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GIFTS THAT GENERATE INCOME

Charitable Gift
Annuity Example

C H A R I TA B L E G I F T A N N U I T I E S

A charitable gift annuity offers the
opportunity to receive a fixed lifetime
income stream. Interest rates are based on
the ages of up to two income beneficiaries, which means that older annuitants are
offered higher rates.
Rates of return can be increased, however, for those willing to defer the receipt
of income until some future date. But in
all cases, whether income is immediate or
deferred, the gift annuity is a contractual
obligation that protects annuitants from
fluctuations in the stock market.
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“It allows the giver to receive income
for his lifetime, and then the money goes
to the organization in perpetuity,” says
William Hobbs (A&S ’64).
The taxable nature of the annuity
payments will depend on the asset used to
fund the annuity. Gifts of cash may result
in a partial tax-free component to your
income, while gifts of appreciated assets
such as stock or real estate will typically
generate payments that are partially taxed
at capital-gains tax rates.

WILLIAM H OBBS
For William Hobbs (A&S ‘64), love for U.Va.
is a family affair. His father, for whom he
was named, served for years on the Board
of Visitors. When his father died in 1984,
the Alumni Board of Trustees funded
a scholarship in his name. Since then,
Hobbs has built onto that fund, now a
Jefferson Scholarship. “There’s no finer
legacy than ensuring a strong future for
the institutions that shaped our lives.”

Don has been a longtime volunteer for the
Jefferson Scholars Foundation and desires
to make a sizable gift to further its mission.
He also wishes to leave assets to his heirs.
Initially, Don considered leaving $250,000
of appreciated stock directly to his children
through his will, but the entire $250,000
would be subject to estate tax. Instead, he
was able to accommodate his ambitions
through the following strategy:
Don transfers the stock in exchange for
a charitable gift annuity that generates a
fixed return for the rest of his life. Working
with his financial advisor, Don then takes
out a life insurance policy for $250,000
and names his children as beneficiaries.
The amount of the insurance premiums are
roughly equal to the amount of his gift annuity income, thereby allowing him to pass
the $250,000 to his children as originally
intended estate tax free.
Because the premium payments are
generated through a charitable gift annuity,
Don also establishes a sizable charitable
legacy with the Jefferson Scholars Foundation upon his death.
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GIFTS THAT GENERATE INCOME

the meantime I am getting a tax benefit as
well as a reasonable return.”
Depending on the benefactor’s financial objectives, income from a charitable
remainder trust can be enjoyed in a number of ways:
C H A R I TA B L E
REMAINDER TRUSTS

Contrasted with a charitable gift
annuity, which provides fixed income,
a charitable remainder trust offers the
potential to enjoy higher income payments
over time. The University of Virginia
Investment Management Company has
generated impressive investment returns
for the Jefferson Scholars Foundation over
the years. Under the University’s policies, UVIMCO also serves as trustee for
charitable remainder trusts that generate
lifetime variable income for benefactors of
the Jefferson Scholars Foundation.
For most charitable remainder trusts
in the United States, investment options
within the principal are restricted by the
IRS and therefore generate conservative
returns. Through a private letter ruling,
however, charitable remainder trust assets
that are invested within the University’s
endowment can take advantage of the
higher returns typically produced by
UVIMCO’s investment strategy. Over the
last 20 years, trusts invested by UVIMCO
have enjoyed an average annual return
exceeding 12 percent.
Upon hearing of the University’s investment success, it is a common response
from many alumni and friends that they
would love to enjoy the returns generated
by UVIMCO. By establishing a charitable remainder trust, that is exactly what
can be done.
“It is a win-win situation,” says Ed
Mitchell, who spent his career in investment banking and thus admires UVIMCO’s management of assets. “I am retired,
so I can use the income. At the end of my
life, the assets go to the University, but in
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Tax Benefits

Charitable Gift Annuities and
Charitable Remainder Trusts

1

Charitable remainder unitrust
This most common form of charitable
remainder trust generates variable income.
Depending upon your chosen payout
percentage and subsequent investment
performance, payout can go up or down
throughout the years. Additional contributions can also be made to a unitrust over
your lifetime should you wish to increase
your income and receive additional income tax deductions.

Charitable remainder annuity trust
This trust generates a fixed-income percentage of the trust value as chosen at the
time of funding. If UVIMCO’s investment
trends continue to be positive, income
from this type of trust will not increase,
but neither will it decrease in the event of
underperformance.
Annuity trusts are often more appealing to donors who desire a higher fixed
income rate than the standard rate offered
through a charitable gift annuity.
ED & V I RGI NI A MI TC HEL L
Having served on several boards for the
University of Virginia, Ed Mitchell (A&S ‘63) has
observed how U.Va. manages donated funds.
“They do such an excellent and professional
job that you would want to put your own money
there, but you can’t.” Now funding a Jefferson
Scholarship himself, “I feel confident my
dollars are being well utilized.”

Charitable remainder “flip” unitrust
Often used for retirement purposes, this
trust can be invested to maximize growth
during the trust’s early years and minimize
income payout until the occurrence of a
future event (e.g. reaching age 65). “Flip”
unitrusts are also commonly funded
with illiquid assets such as real estate that
require a sale to occur before the trust
“flips” to generate higher income (Please
see page 33 for an example of a “flip”
unitrust funded with real estate).

2

3

INCOME TAX DEDUCTION
You can enjoy a significant, immediate tax
deduction that would allow you to offset
up to 50 percent of your adjusted gross
income in the year of your gift. Assuming
the deduction exceeds the thresholds, you
will then have five carry forward years to
use the full amount of your deduction.

CAPITAL GAINS TAX
If you were to sell real estate or appreciated
stock outright and re-invest the proceeds,
a potentially significant capital gains
tax would first apply. In contrast, a gift
annuity or charitable remainder trust may
allow you to diversify investments without
realizing capital gains, thereby leveraging
your investment and increasing the benefit
for both you and the Jefferson Scholars
Foundation.

ESTATE TAX
Selling appreciated assets during your
lifetime can generate capital gains tax, but
leaving those assets to heirs through your
estate could generate even higher taxes.
The assets would be included in your taxable estate with exposure to tax brackets
up to 40 percent. In contrast, assets used
to fund a gift annuity or remainder trust
may be completely protected from estate
tax exposure.
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“I WAS A GRADUATE OF THE UNIVERSITY
OF VIRGINIA, AND IT HAS BEEN A LIFELONG
LOVE AFFAIR WITH AN INSTITUTION THAT
MEANT SO MUCH TO ME AT THAT STAGE OF
MY LIFE. THE UNIVERSITY ALWAYS ASPIRES
TO EXCELLENCE AND GREATNESS, YET IT
IS SOMEWHAT HANDICAPPED AS A STATE
INSTITUTION. IT DEPENDS VERY HEAVILY ON
PRIVATE SUPPORT. JEFFERSON SCHOLARS IS
ONE OF THOSE PROGRAMS THAT MAKES THE
UNIVERSITY A BETTER PLACE.”
E D MI TC HEL L (A& S ’ 6 3 )
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GIFTS THAT
LEVERAGE
INHERITANCE
TO HEIRS
an income stream
to donors, there is a giving strategy that does nearly the opposite—infusing the charity with a source of immediate funds and providing assets
for heirs after a number of years.
“The charitable lead trust is unique in terms of wealth saving,” says
Brenton Halsey (Engineering, ’51). “It is surprising that it is not used
more frequently.”
W H I L E T H E C H A R I TA B L E R E M A I N D E R T R U S T P R O V I D E S
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GIFTS THAT LEVERAGE INHERITANCE TO HEIRS

C H A R I TA B L E L E A D T R U S T S

The conceptual inverse of the charitable
remainder trust, a charitable lead trust
typically pays income to charity over a
period of time and then distributes the
remaining assets to family. While a charitable lead trust may not generate an income
tax deduction, the primary benefit is the
ability to reduce or possibly eliminate the
transfer tax (i.e. gift and estate tax) that is
ordinarily paid when assets are passed to
family. Because of the leveraged tax savings, charitable lead trusts are often funded
with assets with both significant value and
growth potential.
From a philanthropic perspective, charitable lead trusts offer a powerful strategy
to fund a named Jefferson Scholarship, pay
off a pledge, or simply create a constant
stream of revenue to support the Foundation’s programs. Contrasted with most
planned gifts where the benefit to charity
is deferred, lead trusts generate gifts to
the Foundation during your lifetime. This
means you can actually see the results of
your generosity and meet the recipients of
your Jefferson Scholarship.
“A charitable lead trust works great
if you have children or grandchildren,”
Halsey says. “The key element of the lead
trust is that, ultimately, the children and
grandchildren inherit the residual principal.
And they inherit it tax free.”
Payments to charity from a lead trust
are typically for a set number of years or
the lifetime of the donor setting up the
trust. Those payments may be established
as fixed (“annuity trust”) or variable
(“unitrust”).
PA G E 2 2

Unlike a charitable remainder trust,
a charitable lead trust is not tax exempt.
Therefore, income tax deductions are generally not available for assets transferred
into a lead trust, and capital gains tax will
typically result from transactions that take
place within the trust. Tax responsibility,
however, can be directed to the donor or
to the trust itself:
Grantor charitable lead trust
The terms of a grantor lead trust typically
provide that income is paid to a charity
for a specified period before the trust
principal reverts to the donor. These trusts
are beneficial for paying off a multiple year
pledge and receiving an accelerated income
tax deduction.
From a tax perspective, the term grantor
means that the taxable consequences of
this trust pass through to the donor, or
grantor. While donors to a grantor lead
trust enjoy an initial charitable income tax
deduction equal to the value of the charity’s income interest, they are also responsible for the taxable transactions that take
place within the trust during its term.
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GIFTS THAT LEVERAGE INHERITANCE TO HEIRS

Nongrantor charitable lead trust
The terms of a nongrantor trust (the most
common charitable lead trust) provide that
income is paid to charity for a specified
period of time before the trust principal is
transferred to family members. The donor
does not enjoy an income tax deduction,
but neither is the donor responsible for
ongoing taxable consequences within the
trust. The term nongrantor simply means
that an entity other than the donor is
responsible for tax.
For both grantor and nongrantor lead
trusts, it is hoped that investment returns
will exceed the value of payments made to
the Jefferson Scholars Foundation. While
there can never be a guarantee of such a
result, UVIMCO has a good track record
of generating impressive returns as trustee
for many of the lead trusts that benefit
the University. The beneficiary of this
expertise is not only the Jefferson Scholars
Foundation but also your family members,
who may receive a significantly leveraged
gift when the trust term ends and the
principal is distributed to them.

Example of Nongrantor Charitable Lead Trust
B RENT HALSEY
After a long career in engineering, Brent Halsey
(Engineering, ‘51) is using a charitable lead
trust to fund a Jefferson Scholarship for other
engineering students. “It reaches scholars
who might not otherwise [come to U.Va.]. It
is a hugely generous scholarship and is very
difficult to turn down.”
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Matt and Susan Fisher would like to fund a Darden Jefferson Fellowship. They also
desire to bequeath $1,000,000 of Apple stock to their children. The value of their
estate, however will trigger a 40 percent federal estate tax on the stock. Consequently, the $1,000,000 that the Fishers want to give their children will have a net value
of $600,000 when actually received. Rather than leaving the stock directly to their
children through their estate, the Fishers satisfy their estate planning and philanthropic
goals through a nongrantor charitable lead annuity trust as follows:
The Fishers transfer their Apple stock into the lead trust, the terms of which provide
a 5 percent annual payout to the Foundation for 20 years before distributing the entire
trust principal to their children. The trust is irrevocable, and the taxable nature of the
transaction is therefore established at the time of funding. The $1,000,000 that would
have been subject to estate tax is immediately reduced to an IRS calculated value less
than $427,000.
Throughout 20 years of careful management and investment by UVIMCO, the
trust generates an average annual return of 9 percent. The net financial result is that
$2,430,000 pass to the Fisher children tax free. And with the distributions received
by the Foundation during the trust term, the Fishers meet their philanthropic goal of
establishing the Fisher Darden Jefferson Fellowship.
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“SOME OF THOMAS JEFFERSON’S WRITINGS
ABOUT HIS GOALS MATCH QUITE WELL TO
THE WORK OF THE JEFFERSON SCHOLARS
FOUNDATION. HE WAS INTERESTED IN
EDUCATING THE BRIGHTEST WHEREVER
POSSIBLE. THE PROGRAM HAS BEEN HUGELY
SUCCESSFUL IN ATTRACTING AN UNUSUALLY
BRIGHT GROUP OF STUDENTS.”

BRENT H ALSEY (ENG INEERING ’51)
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GIFTS
OF COMMON
ASSETS
beneficiary
of cash gifts, and donors may receive charitable income tax deductions
for their generosity. There are many occasions, however, when other
assets may present a more beneficial gift scenario. If you intend to make
a gift to the Foundation, you should consider the tax and/or practical
incentives for contributing common noncash assets in your portfolio.
The assets in this section vary in the details, but all offer reliable ways
to give, and to give back. “I look back on U.Va. as being four of the best
years of my life,” says Alan MacKenzie (A&S ’88). “My experience at
the University helped me start the rest of my life. That gave me the confidence to go into the business world and have the career I have had.”

T H E J E F F E R S O N S C H O L A R S F O U N D AT I O N I S T H E G R AT E F U L
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GIFTS OF COMMON ASSETS

insurance proceeds that eventually pass to
the Foundation are not subject to estate
tax. There are no income tax advantages
to naming the Foundation as beneficiary
of your policy if you retain ownership, but
you retain flexibility.

STOCK

A L A N M AC K E N Z I E

Alan MacKenzie (A&S ’88) is using a binding
estate pledge to endow a scholarship that will
benefit both U.Va. and his high school. But he
is not waiting for his estate to complete the
funding. “My plan is to fund it sooner, because
I would like to have the enjoyment of meeting
and being involved with the students who
receive the scholarship.”

Stock
Gift
Example
PA G E 3 0

Stocks are an often-overlooked alternative
to gifts of cash. A donor may directly
transfer gifts of publicly traded stock to
the Foundation and avoid payment of
capital gains tax on the appreciation. Stock
with long term capital gain (i.e. assets
owned for longer than one year) may enjoy
a full, fair market value deduction. This
means, in effect, that the donor can receive
a deduction for asset appreciation that was
never subject to taxation.
In contrast, deductions for assets with
short term capital gain (i.e. owned for less
than one year before the gift) are restricted to the donor’s basis in the property and
are therefore commonly discouraged as
a charitable gift until a year of ownership
has passed.

John wants to make a gift of $10,000 to the Jefferson Scholars Foundation.
He has always contributed cash for his charitable gifts, but he also owns
$10,000 of Caterpillar stock purchased 20 years ago for $2,000. Instead
of contributing cash, John transfers the stock directly to the Foundation
and completely avoids capital gains tax on the appreciation. He receives a
$10,000 income tax deduction. He then uses his available $10,000 in cash
to repurchase Caterpillar stock. Should John ever need to sell his stock in
the future, his taxable long term appreciation is based on a purchase price
of $10,000 rather than the previous $2,000, thereby eliminating $8,000 of
potential gain subject to taxation through his giving strategy.

LIFE INSURANCE

Life insurance is a familiar aspect of
many financial and estate plans. As a stand
alone charitable gift, it may also present
an ideal opportunity to leverage one’s
philanthropy with the Jefferson Scholars
Foundation while simultaneously generating tax benefits.
“A lot of other people made my education possible,” says alumnus Thornton
Kirby, “so I want to give back and help
someone in the future have the same
opportunity. I did not know if I would
ever have the kind of wealth to be able to
give away a half million dollars. But life
insurance gave me the vehicle to do that.”
Specific benefits will vary depending
on the nature of the life insurance policy
and whether or not the policy is retained
or transferred to the Foundation.

Transferring ownership of your policy
When an individual transfers actual ownership of a new, existing, or paid-up life
insurance policy, multiple tax advantages
may result. First, the value of the insurance policy is essentially removed from
one’s estate and therefore free from federal
estate tax. Second, transfer of a policy with
cash value enjoys the possibility of an immediate income tax deduction for the IRS’
calculated value of the policy. Third, a donor may enjoy income tax deductions for
premiums paid on the policy after transfer
to the Foundation. Premium payments can
be made directly to the Foundation for
the most efficient means of receipting and
record keeping.

Retaining ownership of your policy
In order to name the Foundation as
beneficiary of a new or existing insurance policy, simply obtain a life insurance
beneficiary designation form from your
insurance provider. Similar to a bequest,
a life insurance designation is a revocable
gift that can be altered at any time, and life
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GIFTS OF COMMON ASSETS

R E A L E S TAT E

A common and significant asset within
many investment portfolios, real estate is
an excellent consideration for a charitable
contribution. Whether you own residential
or commercial property, various giving
strategies exist to help meet financial,
estate planning, and philanthropic goals.
Outright gift
A straightforward gift of real estate can
alleviate the managerial, administrative,
and tax headaches commonly associated
with property ownership. After conducting
the proper due diligence to ensure that
your property can be received as a gift, the
Jefferson Scholars Foundation may then
receive the real estate, liquidate it, and use
the proceeds to fund a Jefferson Scholarship or add to any other purpose you
designate.
Bargain sale
A bargain sale involving real estate takes
place when a donor sells property to the
Foundation for less than its market value.
The transaction is beneficial to both parties because the Foundation receives a gift
of the difference between the sale price
and market value, and the donor receives

PA G E 3 2

both a charitable income tax deduction for
the value of the gift portion to the Foundation as well as cash from the Foundation
from the actual sale.
Capital gains tax may be realized by the
donor, however, to the extent of prorated
gain attributed to the purchase price of the
transaction. Prorated capital gains attributed to the gift portion of the transaction
are not subject to taxation.
Gift of remainder interest in personal
residence or farm
This giving strategy is appealing to
donors who wish to receive an immediate
income tax deduction for a gift of property
that does not actually change hands until
death. After a gift of a remainder interest
in your personal residence or farm, you
continue living in your home while creating
significant tax savings now. The Foundation only receives the property when you
pass away.

Charitable Remainder
Trust Funded
With Real Estate
Example
Jay and Linda Irving have owned commercial property in Northern Virginia for
many years and enjoy the rental income
it provides. As time has passed, however,
they are weary of their landlord responsibilities but do not want to sell their property
because of the significant capital gains tax
that would be paid on the property’s appreciation. The Irvings are longtime benefactors of the Jefferson Scholars Foundation
and would love to fund their own Jefferson
Scholarship. Thankfully, all of their needs
and ambitions are accommodated through
the following strategy:
Jay and Linda transfer ownership
of their rental property into a charitable
remainder “flip” unitrust, whereupon they
receive a significant income tax deduction
and the property is sold without generating
capital gains tax. With the University as
trustee, proceeds from the sale are invested
and diversified by UVIMCO with lifetime payments made to the Irvings that effectively
replace the rental income they had previously enjoyed. Their landlord headaches are
over, but their income remains intact.
As remainder beneficiary of the trust,
the Jefferson Scholars Foundation receives
the trust principal when the Irvings pass
away and then establishes the Dr. Jay and
Linda Irving Jefferson Scholarship.
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GIFTS OF COMMON ASSETS

aged 70-and-a-half years or older to make
tax free contributions to charity up to
$100,000 if certain other conditions are
met. It is important to realize that a qualified distribution under the IRA Charitable
Rollover provisions, at least to date, does
not generate an income tax deduction.
The benefit is that the distribution is never
treated as taxable income.

RETIREMENT PLANS

As of 2013, there were more than $18
trillion in retirement plan assets in the
United States, including IRA and 401(k)
accounts. These plans are governed by
regulations that place limits on their use.
For instance, after turning 70-and-a-half,
a retirement-plan participant must begin
withdrawing from the plan or face IRS
penalties.
When considered as a gift to heirs,
retirement plan assets are first subject to
combined income and estate taxes that
may exceed 70 percent of the account
value. From a tax perspective, therefore,
retirement plan assets are generally prime
testamentary assets to contribute to the
Jefferson Scholars Foundation. Naming
the Foundation as beneficiary of your
retirement account results in 100 percent
of your account value passing to the Foundation tax free upon your death.
In order to effectuate a testamentary
gift of qualified retirement plan assets to
the Jefferson Scholars Foundation, you
should contact your plan administrator for
a beneficiary designation form to name the
Foundation as direct beneficiary. (Some
additional requirements may include written spousal consent.)
Testamentary vs. lifetime giving
While transferring retirement assets to the
Jefferson Scholars Foundation at death
can create significant tax savings, gifts of
these assets during your lifetime can have a
negative tax impact. Because you enjoyed
tax free contributions and growth within
your retirement plan, any withdrawal from
the plan during your lifetime (even if
subsequently used as a charitable gift) will
typically be subject to ordinary income tax
first. And with various IRS limitations on
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the amount you can claim for charitable
deductions, you could therefore be left
with a net tax liability for making a lifetime
gift from retirement plan assets to the
Foundation.
The IRA Charitable Rollover of recent
years has generated interest because it
removes some of the deduction limitations
for lifetime charitable gifts made from IRA
accounts. Usually passed by Congress on
a year-by-year basis, the IRA Charitable
Rollover provisions typically allow a donor

Stretch IRA vs. testamentary charitable
remainder trust
A common strategy for benefitting
heirs with retirement plan assets is a
“stretch IRA.” As its name suggests, a
stretch IRA essentially retains, or stretches,
the nature of your retirement plan benefits
to your heirs, including the tax penalties
for withdrawals.
Yet in most instances, the practical consequence of a stretch IRA is that the heirs
do not want restrictions on their inheritance
and will therefore pull out the retirement
assets for immediate use. This unfortunate
scenario results in immediate income tax
liability and possible 10 percent additional
tax penalties for beneficiaries younger than
59-and-a-half years.
A testamentary charitable remainder
trust can be a more prudent approach
to benefit your family while protecting
against potentially negative tax consequences, and it benefits the Jefferson
Scholars Foundation in the process.
Among their many benefits, these
types of trusts are tax exempt. Therefore, retirement plan assets that pour into
testamentary charitable remainder trusts
are not subject to tax. No income tax. No
estate tax. One hundred percent of the retirement plan assets are retained within the
trust, invested and used to pay a lifetime
income to your heirs. And contrasted with
a stretch IRA, a testamentary charitable
remainder trust does not allow your heirs
to invade the principal of the trust.

TA N G I B L E P E R S O N A L
PROPERTY

Defined as any property (other than land
or buildings) that can be seen or touched,
gifts of tangible personal property such
as yachts, jewelry, artwork, and motor
vehicles are considered by the Foundation
on an individual basis.
If accepted, the donor’s tax deduction
will be determined, in part, by the “related
use” rule. Essentially, for gifts of tangible
personal property with a use that is related
to the mission of the Jefferson Scholars
Foundation, a donor may receive an income tax deduction for the full fair market
value of the item. (A gift of artwork, for
example, has a use that is related to the
mission of an art museum.)
Gifts of tangible personal property to
the Foundation, however, that the donor
cannot substantiate as being related to the
Foundation’s mission may be limited to a
deduction equal to the lesser of the item’s
value or the donor’s basis in the property.
While typically contributed as outright
gifts to the Foundation, tangible personal
property may be considered as potential
funding sources for income producing
vehicles such as charitable gift annuities
and charitable remainder trusts.
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VALUATION
AND
SUBSTANTIATION
securities are valued
by determining the median of the high and low trading prices of the
stock on the day of the gift. For gifts of other assets valued at $5,000
or more, a qualified appraisal is required by the IRS to substantiate a
charitable deduction. A copy of the qualified appraisal is then submitted to the IRS on a completed Form 8283 filed with your tax return.
F O R TA X P U R P O S E S , G I F T S O F P U B L I C LY T R A D E D
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VALUYATION AND SUBSTANTIATION

The requirement for a qualified appraisal applies to all charitable gifts
other than cash or publicly traded securities, such as real estate, life insurance, privately held stock and tangible personal property.
“Over the course of time, my gift will recruit many individuals to the
University of Virginia who otherwise might not attend. What will those
people do for the University and for the world? The odds are great that
my gift will equip talented students to make a profound impact on our
world.” — Thornton Kirby (A&S ’87)

TH ORNTON KIRBY
As a former Jefferson Scholar, Thornton
Kirby (A&S ‘87) knows firsthand what
the program can mean to an aspiring
student. “U.Va. was a fantastic
experience, and the Jefferson Scholars
Foundation made that possible for
me. Most of these students will go
somewhere on a scholarship. So the
question is, can we get them to U.Va.?”

PA G E 3 8

PA G E 3 9

“OVER THE COURSE OF TIME, MY GIFT WILL
RECRUIT MANY INDIVIDUALS TO THE
UNIVERSITY OF VIRGINIA WHO OTHERWISE
MIGHT NOT ATTEND. WHAT WILL THOSE PEOPLE
DO FORTHE UNIVERSITY AND FOR THE WORLD?
THE ODDS ARE GREAT THAT MY GIFT WILL
EQUIP TALENTED STUDENTS TO MAKE A
PROFOUND IMPACT ON OUR WORLD.”
THO RNTO N K I RBY (A& S ’ 87 )
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