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Katrina Spells Relief

OKALOOSA-WALTON COLLEGE FOUNDATION

O IRA Rollover

For Charitable Gifts From IRAs This Year

[though it took at killer hurricane to make it
A/ happen, the Katrina Emergency Tax Relief Act
~W of 2005 recently approved by Congress could
be a windfall for charitable organizations across the
nation since it permits certain people to dip into their
Individual Retirement Accounts (IRAs) without penalty
to make charitable contributions by the end of this year.

“This truly is one of those great opportunities for
those who are charitably inclined to not only help
organizations assist Katrina victims, but to also make
donations from their IRAs to non-profit organizations
such as support of educational or scholarship programs
at Okaloosa-Walton College,” said OWC Foundation
president, Dale Rice Jr. of the 100 percent deduction
available for such gifts.

Rice explained that the key incentive in the recent
tax act is a temporary lifting of the 50 percent annual
gross income (AGI) limitation on charitable deduc-
tions of cash contribu-
tions to public charities
made by December 31,
2005. “We would like to
assist those individuals
who use IRA gifts and
want to help the college
through scholarships or
endowments for instruc-
tional programs,” Rice said. “We're sorry it took the
devastation of Katrina make it financially beneficial
for others to benefit the college too.”

Raymond McGovern, a Merrill Lynch vice president
and financial advisor in Fort Walton Beach, agrees with
Rice that while the tax benefit “may not be for every-
one, it certainly is if you are philanthropic or charitable
minded and wanted to make a gift through your IRA.”

“Why would a person donate any other source of
money when this money will eventually come out
of a person’s (IRA) account and be fully taxed?”, said
McGovern, noting that an individual must be age 59
1/2 to begin withdrawals from an IRA and must start
required withdrawals for an IRA by age 70 2. “A
person can take it out of their IRA now or let their heirs
deal with it at death when it fully taxable.”

McGovern explained that such cash contributions
from an IRA must go to a public, 501(c)(3) organization
and that such gifts cannot be made to private founda-
tions, supporting organizations or donor advised funds.

Joan Sisneros, a trust officer with Synovous Trust,
the parent company of Vanguard Bank and Trust, said

“This opens the door for taxpayerswith
significant IRA balances, to make a sizeable
donation and basically eliminate the taxes
the IRAdistribution would have caused'.
~LoriKelley,CPA, OSullivan Creel ~

a person’s philanthropic intent is the key factor. “If |
had a client—and | have several, who plan to make
charitable gifts, of course I'd recommend it,” she

said. Sisneros added the 100 percent tax deduction is
“particularly important for those who plan tax deduct-
ible gifts later in life or at death.”

Sisneros also noted that there is no limit on the
amount given using the IRA gift option. “It's unlim-
ited so a person can actually withdraw and donate
$1,000 or $10 million depending on their tax bracket
and other factors,” she said. But she cautioned that
some IRA custodian financial institutions could take
2-3 weeks to process, so potential donors should be
mindful of the December 31 deadline that funds must
be transferred to the charity.

Lori Kelley, a CPA with O’Sullivan Creel and
a member of several nonprofit boards, views the
IRA tax relief as “a great planning opportunity” for
individuals with IRA’s and
other retirement plans in their
estates.

“This opens the door for
taxpayers with significant IRA
balances, to make a sizeable
donation and basically elimi-
nate the taxes the IRA distribu-
tion would have caused,” said
Kelley, careful to add that persons should consult
with their CPA to determine how an IRA gift might
affect their specific situation.

Here’s an example of how the IRA charitable
withdrawals would work, with a high wealth person:
“Mary IRA Owner has income of $100,000. She
has an IRA of $4 million and wants to help her favor-

ite charity. Mary withdraws $1 million from her IRA
and her income is now $1.1 million. She gives $1
million to charity by December 31 and deducts the
$1 million. Her income for tax purposes is reduced to
the original $100,000.”

Then there is a moderate income retiree example:

“John IRA Owner is a retired teacher. He has
income this year of $40,000. John makes gifts each
year to his favorite charity. With $40,000 in income,
he normally can give and deduct up to one-half of his
income or $20,000. He is age 74 and has an IRA of
$850,000. John withdraws $50,000 from his IRA and
his income is now $90,000. John gives the $50,000
to his favorite charity by Dec. 31 and deducts
$50,000.”

State Foundation Distributes
Dream Makers Scholarship Funds

T he Foundation for Florida’s Community

/ Colleges Board Chairman, Patrick Byrne,
announced recently that $42,000 in scholar-
ship funds have been dispersed to Florida’s 28 commu-
nity colleges to be awarded to serve the needs of non-
traditional, first-generation and at-risk college students
throughout the state. The Dream Makers Scholarship
Program was established in 1999 with a $1 million gift
from then NationsBank Florida (now Bank of America).
The funds were matched by the State of Florida and a $2
million endowment was established to fund this scholar-
ship program.

“The Dream Makers program is truly remarkable
because of the difference it makes in students lives,” said
Byrne. “Removing the barriers to an education is one of
the hallmarks of the community college system. We have
been very successful in opening the doors to a college
education. However, an open door doesn’t mean much to
a student if they can't afford to enter and stay in college.
These scholarships have assisted us in taking a great leap
forward in helping students pursue higher education.”

“We believe Florida’s community colleges play an
important role in educating students who cannot afford

to ‘go away’ to
school,” said
Katie Scanlan,
Bank of America
Senior Vice
President. “We
hope these funds
continue to be the
inspiration to help
needy, deserving
students fulfill
their dreams.

We also want

to encourage

. community
Patrick Byrne, ] . college faculty to
State Foundation Chairman keep up their

good work.”

The Tallahassee-based Foundation for Florida’s
Community Colleges is a 501(c)3 not-for-profit orga-
nization. Its primary purpose is to develop resources
that will advance the mission of Florida’s Community
College System.
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