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Mary Naylor Lives in the
Here and Now

Mary Naylor may be retired, but she
has found a second calling in her invest-
ment strategies and “giving” activities.
Currently, she’s getting a lot of satisfac-
tion from contributing annual stock gifts
to her endowment for cancer research,
but she also is planning for the future for
herself and for the charities she believes
in. As she said with a little smile, “M. D.
Anderson is in my will and eventually
they will find out about it. But when |
give it to them now, someone has a
chance to say, ‘Thank you,” and | enjoy
hearing them say it.”

Mary’s approach to picking stocks and
deciding when to give them to charity is
simple —she has fun while being careful
and clear-headed about her stock gift
strategy. From her portfolio she identifies

continued on page 4

Year-End Planning with an
Exciting New Twist: The IRA
Charitable Rollover

As year-end nears, we at The University of Texas M. D. Anderson
Cancer Center would like to take this opportunity to thank those of
you who have helped in so many ways. Your generosity is deeply
appreciated. As you know, like many

other qualified charities, we depend on
donations, bequests and other gifts.

These individual gifts help us
tremendously. We could not continue
to fulfill our mission without them.
The simple fact is, we are a nation of
givers, who open our hearts and share
our good fortune with others. That is
why Congress provides tax incentives
to encourage and reward those who
support important charitable organiza-
tions such as ours.

In this issue, we put a spotlight on

In this issue...

New IRA charitable
rollover has arrived!

Appreciated stock
makes a gift that we
all can appreciate

Transform appreci-
ated stock into fixed
annual income for
you

the exciting new charitable rollover of

retirement plan assets, a gift opportunity that will be extremely
attractive to some of our donors. We also highlight gifts of stock and
the charitable gift annuity, both of which have considerable appeal to
many other donors at year’s end.

Read on for some year-end ways you can achieve genuine tax
savings for the 2006 tax year and help us as well. Feel free to contact
us directly with questions. Plus, you are invited to complete and
return the enclosed card to receive free copies of our timely booklets,
The IRA Charitable Rollover — A New Incentive for Charitable
Giving and the Taxpayer’s Home Companion 2006. Both are filled
with ideas that may be especially helpful to you as you do your year-
end planning.
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Appreciated
Stock Makes a
Gift We Can All

Appreciate

Like the proverbial joke about
where does a 500-pound gorilla sleep
(anywhere he wants), a lot of us are
not sure what to do with an appreci-
ated asset — especially if it's big and
fat and not paying any dividends.

What happens if you keep it?
Nothing. It provides no income, and
it ratchets up the dollar value of your
estate (which could cost your heirs).

What happens if you donate it to
M. D. Anderson Cancer Center? A
big tax break for you and our heart-
felt thanks.

Look at your own portfolio. With
the stock market gaining traction,
some of the stocks you hold may have
recovered nicely from the low points
of the first half of this decade.

Here are reasons why stock is often
the gift asset of choice for donors who
want to make a greater impact with
their giving.
= Simplicity and convenience.

Stocks are easy to give. Unlike

with some other forms of gifts such

as real estate and mutual funds,
the amount of paperwork and time
is minimal. If you choose, you can
complete your gift by the end of

2006, without taking time away

from your holiday planning.

* You have control over the size
and amount of your gift. With a
collectible or gift of real estate,
usually the donation is all or
nothing. The asset cannot be easily
divided. With stock, however, you
select the number of shares you
wish to donate.
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e There are few valuation and
basis problems. With many other
gifts, valuation can be subjective,
which means also potentially
subject to questioning by the IRS.
With publicly traded stock,
however, the value can easily be
determined and documented.

e The tax benefits can be greater
than a gift of cash. In fact, donat-
ing appreciated stock provides a
double tax benefit for you that can
save you taxes on your 2006 tax
filing.

Here is an example of the tax advan-
tages: Let’s say you donate to us 100
shares of stock with a fair market
value of $5,000 and complete the
transaction prior to year-end. Assum-
ing you bought the stock more than
one year ago for $1,000, you can
deduct the full $5,000 on your 2006
income taxes (subject to broad
limitations). If you are in a 33% tax
bracket, that could reduce your 2006
tax liability by $1,650. Plus, the
$4,000 in gain is not taxed to you,
even though it has “inflated” the
charitable deduction.

If you had donated $5,000 in
cash, first of all, we would very much
appreciate it, and you would receive
the $5,000 charitable deduction.
But, from a tax savings point of view,
the stock gift is the more tax-
efficient option.

The bottom line: Donating appreci-
ated stock to our organization not
only benefits you, but provides a gift
to us that is truly appreciated and
helps us achieve our goals and meet
our objectives.

If you have a stock you would like
to use as a charitable gift, let us hear
from you. The directions for execut-
ing such a gift are simple, and we can
help you make certain that you
receive the maximum tax benefits to
which you are entitled.

Transform
Appreciated
Stock into Fixed
Annual Income

for You

Be aware that you can also donate
an appreciated gift and, in return,
receive an annual income for life.
When you use appreciated stock to
fund a charitable gift annuity or
charitable remainder trust, you can
accomplish both personal and chari-
table goals.

Perhaps you have stock that has
appreciated, but provides small
dividends or none at all. You may be
at the point in your life when you
want this asset to generate income.

If you sell it in order to reinvest
the money, you may trigger a 15%
capital gains tax liability. But there is
another option: use it to fund a life
income gift plan. By donating the



stock directly, you reduce or eliminate
capital gains tax and receive a sub-
stantial income tax charitable deduc-
tion. Plus you receive an income
stream for life and earn the personal
satisfaction of knowing your gift
ultimately impacts our future work.

Example: Vicky H. owns stock
purchased more than 30 years ago for
$5,000. Today it is valued at $40,000.
Now age 73, Vicky wants to make sure
she has locked-in income for the rest
of her life. She also would like to help
The University of Texas M. D. Ander-
son Cancer Center. If she sells the
stock outright, her capital gains tax
would be $5,250. Then she would still
have the problem of where to reinvest
the remainder to produce a steady
income.

So, instead, she uses the stock to
set up a charitable gift annuity with
us. In return, she receives annual
payments of $2,720* for the rest of
her life, and part of each payment
will be tax-free until she reaches age
86. Additionally, she will receive a
charitable deduction of $18,939.

*Based on a 6.0% AFR and quarterly

payments.

The New IRA Charitable Rollover Provides a Golden
Opportunity for Donors

Many of our supporters own retirement accounts and have relied on
these assets to help us. Typically, the donor removed assets from the
account to make these gifts. The resulting charitable tax deduction
usually offset the income tax on the distribution.

However, thanks to a new law, there is a new way donors can make
significant gifts with distributions from an IRA without any tax
consequences. A donor over age 70 1/2 can order that all or part of the
IRA account be directed to us as a qualified charitable distribution. None
of the distribution is included in the donor’s income. However, the same
distribution does count towards the required minimum distribution for
that IRA in that year.

Of course, there are some important considerations:

Because none of the IRA distribution is taxed to the donor,
the donor cannot take a charitable income tax deduction for
the transfer.

The gift must be an outright transfer to the charity — no money can
be directed to a charitable remainder trust or charitable gift annuity.

The exclusion may not exceed $100,000 per taxpayer per year.

Not every transfer to a charity will qualify. Sec. 509(a)(3) supporting
organizations or donor advised funds are not an option.

The IRA Charitable Rollover is available only in 2006 and 2007.

Here is an illustration:

James A., age 79, owns a traditional IRA with a balance of $100,000
that consists solely of deductible contributions and earnings — savings
that have increased in value on a tax-deferred basis. If James removed
the entire $100,000 from his IRA, then gives it to charity, he would first
realize the entire amount as taxable income, then benefit from a tax
deduction. Instead, James can direct the rollover of IRA assets to M. D.
Anderson as a qualified charitable distribution. As a result, no amount is
included in his income, and we receive a major gift.

It is a smart gift if you are age 70 1/2 or older — one that can be made
with relatively little fuss and bother. Check with your financial and tax
advisors to see if it makes sense for you.

For general information, contact our offices to receive our newest
brochure with the basics about this exciting new way to give, The IRA
Charitable Rollover — A New Incentive for Charitable Giving. Thank
you as always for your interest and support.
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Two New Important
Brochures to Help with

Your Year-End Planning

To find out how you
might benefit from the \
long-awaited charitable \;e,ﬁ:zéﬁémou
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new brochure, The Chari-
table Rollover — A New
Incentive for Charitable
Giving. We, of course, will
be happy to answer your
questions.

In addition, you can
order a complimentary
copy of our Taxpayer’s
Home Companion 2006.
Whether you do your own planning or use a financial advisor,
this handy little reference can make things go a lot easier.
You'll find at your fingertips the 2006 tax rates, the treatment
of dividends and capital gains, the most common personal
deductions, and charitable deduction rules. Also highlighted
are timely gift planning options and additional tips for making
year-end charitable gifts.

There’s plenty of time before the year ends to coordinate
your planning to take advantage of so many exciting gift
planning options.

Thank you for your past support. We hope you will want to
continue to partner with us as we prepare to achieve our
mission for the future.
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the stock that has risen substantially but
doesn’t pay significant dividends. She
explains, “If | sell a stock that has risen, |
pay the broker’s commission and capital
gains taxes. Whereas if | give it to M. D.
Anderson, the full amount goes to cancer
research.” And cancer research is
important to Mary.

Over years of observing the cancer
experiences endured by family members
and friends, she became convinced that
research was the key to better treatments.
Ten years ago, she expressed a desire to
fund research while going over her will
with her lawyer. Because she’s a Housto-
nian, her lawyer mentioned several local
institutions she might support, among
them M. D. Anderson. Her response was
quick. “They’re so big I'm sure they don't
need my little donation.” Even so, she
decided to talk to someone about ways to
make her donations meaningful to M. D.
Anderson. That talk led to the establish-
ment of a cancer research endowment,
which she has funded annually in honor
of her mother and father.

Mary feels that she has been blessed
greatly and, in giving these gifts, she feels
that she is in some small way a part of the
good work that M. D. Anderson is doing.

If you would like to discuss the benefits of any planned gift, or if you have
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This publication is designed to provide accurate information in regard to the subject matter covered. It is sent out with the understanding that neither the publisher nor any distributer is engaged in rendering legal,
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