W E A LT H A D V I S O R Y

Client CASE STUDIES
Transforming concentrated stock
into a source of income and gifting
PROFILE
The founder of a large spice company retired with a significant position in company stock that had
a very low cost basis and modest dividends, representing 85 percent of his net worth. He wanted to sell
some of his highly appreciated stock to reduce risk but was concerned about the tax implications. At the
same time, he wanted to make a significant gift to a valued charity and retain a robust income stream
for the remainder of his life.
THE SOLUTION

Our trust and planning specialists recommended that the client establish a charitable remainder unitrust

funded with the company stock, naming his selected charity as the remainder beneficiary. Our investment
experts would then sell the stock inside of the trust, diversifying the asset to reduce risk and increase cash

flow without incurring immediate capital gains tax liabilities. Through the terms of the trust, the client would
receive a fixed percentage from the trust for his lifetime, with the charity receiving the remaining principal
after his death.
THE RESULT

The client achieved his income and philanthropic goals while diversifying his low cost basis company stock

that had appreciated significantly over the years, also gaining maximum tax advantages. Not only did he minimize
the capital gains taxes on the assets transferred to the trust, he was able to take an immediate income tax
charitable deduction equal to the remainder value of the gift.

Specific details related to this case study have been changed or deleted to ensure confidentiality.
Wilmington Trust is a registered service mark. Wilmington Trust Corporation is a wholly owned subsidiary of M&T Bank
Corporation. Investment management and fiduciary services are provided by Wilmington Trust Company, operating in
Delaware only, and Wilmington Trust, N.A., a national bank. Loans, retail and business deposits, and other personal and
business banking services and products are offered by M&T Bank, member FDIC.
This article is for informational purposes only and is not intended as an offer or solicitation for the sale of any financial
product or service or as a determination that any investment strategy is suitable for a specific investor. Investors should seek
financial advice regarding the suitability of any investment strategy based on their objectives, financial situations, and
particular needs. Diversification does not ensure a profit or guarantee against a loss. This article is not designed or intended
to provide financial, tax, legal, accounting, investment, or other professional advice since such advice always requires consideration of individual circumstances. If professional advice is needed, the services of a professional advisor should be sought.
©2016 Wilmington Trust Corporation and its affiliates. All rights reserved.
CS12937 Rev. 5/2016

page 1 of 1

