E S TA T E P L A N NI N G N E W S LE T T E R

V o l u m e 2 , I s su e 3
S u m m er 2 0 0 6

N E W C H A R I TA B L E I R A R O L L O V E R A C T

INSIDE THIS ISSUE:

New Charitable IRA
Rollover Act

1

The Special Needs Trust

2

Our Firm Welcomes
Lindsay Jones

2

Larry R. Bray
Attorney & Counselor at
Law

Please visit our website at
www.WBBLawFirm.com
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provided by our firm.

Congress recently
passed the Pension
Protection Act of 2006.
Part of that act is the
Charitable IRA Rollover
Act (“CIR”), which provides a new method for
making charitable gifts.
CIR provides for a person age 70 and 1/2 or
older to make charitable contributions during
his or her lifetime directly from an Individual
Retirement Account
(“IRA”) up to a maximum of $100,000.00
per year. The major
benefit of CIR is that
the IRA distribution
does not have to be
reported as taxable
income.
Of course, before CIR
was passed, an individual could take a distribution from his IRA and
then contribute some or
all of it to charity. However, in this situation,
the distribution from
the IRA to the individual
was taxed as income.
Because of CIR, in
years 2006 and 2007
only, charitable contributions can be made
directly from your IRA to
a charity, without paying income tax on the
IRA distribution. How-

ever, it must be noted
that if the donor takes
advantage of CIR, a
charitable income tax
deduction cannot be
claimed as one normally would.
Another useful feature
of CIR is that eligible
IRA owners can use the
charitable gift from
their IRA as their annual
minimum required distribution. For example,
a 76 year old man who
would normally be required to receive a taxable distribution of 5%
from his IRA could contribute 4% to a charity
and receive a 1% distribution. In this situation, only the 1% distribution is taxable as income. The 4% contribution passes to the charity tax free to the donor.
The people who benefit
most from the passage
of CIR are IRA owners at
least 70 and 1/2 years
old who are charitable
donors and who do not
itemize their tax deductions. While common
sense might tell you
that this class of people
should be a small one,
the IRS estimates that
there are 5.7 million
higher-income taxpay-

ers who do not itemize
their deductions. Most
of that 5.7 million live
in states with no state
income tax, such as
Tennessee.
As with many tax code
modifications, there are
many potential pitfalls
you may not consider
that could cause your
charitable distribution
to be disqualified from
CIR. For instance, a
charity’s specific tax
classification could disqualify your gift from
CIR. Also, there are
very stringent guidelines on the age requirement that must be
followed.
Charitable gifts have
long been a part of a
sound estate plan. The
passage of CIR allows
charitable giving to be a
more cost effective part
of your estate plan. We
have years of experience designing estate
plans that include charitable giving as an integral part. If you are interested in learning
more about charitable
planned giving or would
like to consider taking
advantage of CIR,
please contact our office.
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THE SPECIAL NEEDS TRUST
Many people have loved
ones who are physically
or mentally disabled.
Most disabled people are
eligible for and receive
government assistance in
the form of Social Security Income (“SSI”) and/or
Medicaid. For the most
part, these government
benefits are only available to those disabled
individuals with very limited assets.
For example, if you have
a disabled brother to
whom you wish to leave
an inheritance, a difficult
situation arises. The inherited assets that you
leave him may disqualify
him from the government
assistance he is receiving

or will be eligible to receive in the future.
Including a Special Needs
Trust (“SNT”) in your estate plan prevents the
need to take such a gamble with your disabled
brother’s financial future.
Assets that are held in a
properly designed SNT
would not be considered
your brother’s assets
when deciding eligibility
for SSI or Medicaid.
Therefore, with a SNT in
place, your brother would
be able to keep his government benefits and
have the added security
of an inheritance from a
concerned sibling.
To achieve this goal, the

SNT must explicitly state
its purpose to be supplemental to government
benefits. Also, the provisions of the SNT must
not duplicate any government-provided benefits.
It is very important to
know that if the SNT is
designed properly, the
trustee will have complete control over the
distributions of the assets of the trust. Therefore, if you are considering a SNT, please contemplate carefully who
should serve as trustee.
Please contact us if you
would like to discuss the
use of a SNT in your estate plan.
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OUR FIRM WELCOMES LINDSAY JONES
We are pleased to
announce that Lindsay
Jones has joined our
firm. In supporting the
estate planning practice
of the firm, she will
focus her practice on
estate administration
including the Probate
administration of Last
Wills and the post-death
administration of
revocable living trusts.
Lindsay graduated from
the University of
Memphis School of Law
with honors with a joint

law degree and Masters
of Business Administration. While in law
school, Lindsay received
the Herbert Herff
Trustees Scholarship
and the Dean’s Award
for Best Appellate Brief.
Lindsay earned her
Bachelor of Business
Administration undergraduate degree with
honors from the
University of Memphis
where she was a
member of the University of Memphis Pom
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Pon squad. She earned
the Cecil C. Humphreys
Full Scholarship and the
National Merit Scholarship.

Disclaimer

We are obligated by ethical rules to state that this Newsletter is an advertisement. Certifications of Specialization are available to Tennessee lawyers in many areas of practice, including the areas of Civil Trial, Criminal Trial,
Business Bankruptcy, Consumer Bankruptcy, Creditor's Rights, Medical Malpractice, Legal Malpractice, Accounting Malpractice, Elder Law, Estate Planning and Family Law. Listing of related or included practice areas in this Newsletter does
not constitute or imply a representation of certification of specialization.
Pursuant to recently-enacted U.S. Treasury Department Regulations, we are now required to advise you that, unless otherwise expressly indicated, any federal tax advice contained in this communication, including attachments and enclosures, is
not intended or written to be used, and may not be used, for the purpose of (i) avoiding tax-related penalties under the
Internal Revenue Code or (ii) promoting, marketing or recommending to another party any tax-related matters addressed
herein.

Residential & Commercial
Real Estate Closings
Tax & Economic
Development Incentives
Business Law & Contracts

WISEMAN BIGGS BRAY
PLLC
1665 Bonnie Lane
Suite 106
Memphis, Tennessee 38016
901.372.5003 voice
901.383.6599 fax

