How to Talk to Chents Ab()ut
Phﬂanthropy

What They Need and Expect
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Source Amount In Percentage of
Billions Total
Individuals $281.26 72%
Foundations $59.28 15%
Bequests $30.36 8%
Corporations $18.55 5%
Total $390.05 100%




Sector Amount in | Percentage of
Billions Total
Religion $122.04 32%
Education $59.77 15%
Human Services $46.80 12%
Foundations $40.56 10%
Health $33.14 8%
Public Society/Benefit $26.89 8%
Arts, Culture, and $18.21 5%

Humanities




Returns Filed #Who #Who Took $$

ltemized CD Deducted
112.790
137,700 =
DC 344720  39.95% ofal O1-91% of $992.699
. all who Million
who filed . .
itemized
. 43,882,990 36,200,750
United /- 266770 29.7% of all  82.49% of ©210-234
States Billion

who filed itemizers



-Study measures transfer of wealth expected between -
- :1998 and "_';_-_?'--052 - | -
_-‘Estlmated to be $41 tr11110n w1th a 2% year over year -

'f"Est1mated to be $136 tr1111on W1th a 4% year over year

"-:_."."_Between $6 and $25 tr11110n expected to transfer to '
_iﬁffff.f_f"ChaHtY - ..




- In? ependent Sector found_ 89% of all |
hOUSG}-}-‘Old glves to Charlt .

, 44% of all adults Volunteer -







'ﬁ‘fﬁ;;ﬁAttorneys

Acceuntant .

__"j-ff-Trust Offlcers

.f‘jf1‘*jiiijﬁ:f:"fInsurance Professmnals
Stock lrokers




. Serve as the donor s adv1sor a551st1ng the donor m makmg a_?r &

Most commen role . -

Strong relat10nsh1p W1th chent ' =

Protectlve role and focused on chent s best mterests

For Charltable plannmg, charlty may not be percelved as an‘ _; f |
'-"'f'=__f"3essent1a1 partner - - . . et




. Serve as the Char1ty s adv1sor representmg
"-'.,_‘i__"'_the charltfﬁf‘ m acceptmg a glft -

Ass1stance m analyzmg glft transactlons

Document preparatlon

Guldance on a Supportmg Qrganlzathn

Colloiotime.




Admlmstratlve structure of trusts or charltable
grft annu1t1es

& Adv1ce on acceptance/hqmdatlon of msurance

Advmeon acceptance/liquidation of real estate




_‘.'Jrusts, glft annu1ty pools and endowment fund
accountlng, adm1nlstrat1on and reportlng

Investment management .

Legal serv1ces -

Aud1t and tax serv1ces | . .




Servmg On a governmg beard

Servmg on an adv1sory board or comm1ttee

Servmg as a hands on volunteer (tutormg, |
dacent traﬂ gu1de) . -




-Both the chent and the Charlty benef1t from I
| teamapproach .

' ""Eaci profess10na1 brmgs an 1mportant lens to
___.f‘_'_:{.:_-:';f__the conversatlon .

,.jTeams can be small or large dependmg upon
y ithe complex1ty of the assets and the transactlon

'jf.All are cr1t1ca1 to SuCCeSS




. A glft 1n1t1ated and planned by the charlty (Wlthout the

- f-_.-adV1sor) . - . -

| .~-'_,S1nce 1995 the development staff at C1ty Un1ver51ty had :_
'_jf,"-'-_i"_"_iftalked to Danny Donor about a cha1r for the Department

..--AFather on foundlng staff and had taught there

Had Con51der other ways to memorlahze father

”'?'ﬁ_.-Approachmg ret1rement and wanted more 1ncorne




'._":-Unlver31ty s staff was helpful

:_':j-ji_._if--__j"f"_-ﬁ:?Explalned the optlons outnght cry, other deferred glfts

,_ "_'-'Staff helped Danny review assets select an apprec1ated | -
'_:-_f_,_-__,;_-’f':'fvacation home to fund a CRT - - .

| Danny exc1ted that the glft Would fund a central goal in the -
Un1vers1ty S campalgn and prov1de 1ncome and aV01d
- -"‘-'i"_'f'_'_f.f_'_-“.*:1ncome taxes on the galn . - -




. A glft 1n1t1ated and planned by the charlty (wrthout the f .
L adv1sor) - - | - -

‘ﬁ * 'anny s attOrney, Paul Planer recelved the glft proposal-
. prepared by the development staff and he pushed back:l_______ j:_‘: |

. W hY Cfeate 1t HOW?

" o What 1f you need the assets7

"--";j . Can you really use the full deduct10n7

| v ThlS doesn t make sense for tax purposes __i -




A g1ft 1n1t1ated and planned by the chanty (Wlthout
the adv1sor) .

,._‘,.l-lanny was confused he thought he would be

:-;'_-""_admlred for hlS gener051ty
_‘»Perhaps he had made a mlstake
| '-Li;"PerhapS _'e should Wa1t

-?There Was no glft . ,ﬁ .




- , A g1ft 1mt1ated by the adv1sor (W1thout the charlty) “

‘. . Darmy Dollars goes to hls attorney, Paul Planner:_':
w1th an 1dea -

o He had graduated from C1ty Umver31ty and felt
- the educat1on had made him successful -

s He wanted to do somethmg b1g for the College tO_'
help Others . - &=




A g1ft 1n1t1ated by the adv1sor (w1thout the char1ty)

Paul took lanny through the plannlng process assured
h1rn he could spare the funds to make the glft -

Danny offered to 1ntroduce h1m to the Un1vers1ty Paul_t
- did not feel it was necessary 1t would comphcate
thlngs . | |

So they proceeded Danny wanted to create a bus1ness =
school at the un1ver51ty - -




“.‘reated a bequest ——
Lots of restrlctlons to form up the phﬂosophy

Darmy Wanted to Create mterest from other
donors that Would make ita reahty |

Clty mverSItywasnevermfrmed




ij-:'ﬁ'--"'_'f'_j-'_"-_-fj}.However they had to turn 1t down :

;. "_.':'_The Unlver51ty had made a strateglc dec151on not to createt
e busmess school but to focus on the med1ca1 ancl law -
schools - | '

,‘E._'.r."_i_'__Danny s famﬂy was outraged Paul Was astonlshed
: ._:What went wrong? - - -




- solutlon commumcatun

Results would have been d1fferent had the
. team been mvolved in plannmg




Donor Surveys: What |

. Donors Want From Their Advisors




Stuches done in 2006 2()08 2010 2012 and

f{ 2014

- Focus on hlgh net worth phﬂanthroplc trends
(1nd1V1duals w1th $3 m11110n or more) - &




| _.7 ngh level results .--

—y 98 4% of those surveyed gave to char1ty in the survey ' -
year (2013) Thrs Compares to 974% in 2005 the f1rst
__;T_".' Survey Year . - -

. Top f1ve areas educatlon (85 2%) bas1c needs (80 7%) =
arts (69 6%) health (67%) rehglous orgamzatmns (66 7%)'.

- Average annual glvmg per household $68 580 (an
mcrease of 28 1% over 2011 .




. Hrgh level results

Average grft size Varled by source of Wealth
~ Whennet worth was tied to busmess _' -
- average c of $187 S71. When net Worth t1ed to :
f-ffmancral assets aver of $74 461 .

’Ti;:"‘36 8% had wﬂls Wlth charltable provrslons

15 6% had anendowment . - .




- 14 5% had a donor adv1sed fund ' . ’_

. 12 6% had a CRT CLT CGQA

f oad a prlvate found atlon -







. 4% wanted te be more knowledgeable ab()ut charrtable -
g1v1ng - -

| 28 7% Wanted to know about engagmg next generatlon -

: 14 7% Wanted to know about strateglc g1v1ng -

2% rated themselves as ”knowledgeable -- these gavean:

aver of $64 599

13 8% rated themselves as expert - they gave anaverage_ '_

' of $150 229.
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. Nonprofit Personnel

~ Independent Financial Wealth
- Advisor
. Accou ntant

: Attorney

| Community Foundation Staff

. Peers or Peer Networks

| Bank or Trust Company




;4.. Survey of adv1sors and hlgh net Worth chents
about p; -'_',_'~1lanthropy to get perspectlves |

“T\'ﬁf‘j-atlonal sample of f1nanc1al/wealth adv1sors
_".__f'__i'!i'_'-;__f___'_-attorneys and accountants - -

f';-.at1onal sample of hlgh net worth -
";~md1v1duals w1th mvestable assets of $3+




. The ph11anthrop1c conversatlons -

-, 71 /0 of adv1sors sa1d they asked about

pf—_'}frlanthroplc goals
- Attorneys (80%) accountants (57%) .

. However only 55% of HNW chents reported
~ their advisor had talked w1th them about
Phﬂanthmpﬁ; ...




The 1mportance Of the phﬂanthroplc
Conversatlon ..

Advrsors and chents agree 1t is 1mportar1t

46% of adv1sors rated 1t ”Very 1rnportar1t and
42% ”somewhat 1mportant -

18% of chents rated it ”Very 1mportant and 1
5% reported somewhat lmPOrtant .




"ho 1n1t1ates the conversatmn? .

. Adv1sors say they generally 1mt1ated w1th
_ Chents 1n1t1at1ng it 20% of the t1me -

B . Cl1ents mdlcate they 1n1t1ate 1t more than _,
- 50% of the .. - 3




- When :is'}ft"'hé:-’!ééh{}ersa'tibnli.initiated'?*-._-*_'_ -
., 34 A) of Chents prefer it be 1ntroduced at f1rst meetmg, 1 5% |

- _‘-_'.___-__,---_*-f:after a few meet1ngs 41% after several meetlngs

__'-:"j'f-".i'-:'-."j—Advrsors report they ralsed it when they have a detarled
| ',-_f_;-knowledge of the client’s financial financial p1cture (47%)_" __
L or detalled knowledge of personal goals (40%) -

;:41% of advrsors say they encourage phllanthropy 71%
""'_"j'_‘_f:'-f_'-:ff__emphas1ze the teehnrcal and 35% the personal | - =




. 4% beheve phﬂanthropy is good for busmess - ( - ‘
'-_-'--_---"development .- -
_,_-‘56 % beheve dlscussmg phﬂanthropy buﬂds the ehent
'--"_::'f_f'fi:"_'relatmnshlp - = -
‘7"'/49% of adv1sors observed ehent needs exceeded the1r
_ _"ﬁ:"___:_’"f"fcapablhtles - | - =

57% plan to mcrease thelr knowledge about
::;;_-j;‘phﬂanthropy .




e the Conversation with

Checklists




. Assumptlon One The 1nd1v1dua1 Wants to
leave hlS or her ent1re estate to famlly '

!z'ﬁ Assumptron two The md1v1dua1 is dr1ven by,
tax av01dance - -

f"'i.ssumptron three The md1v1dual has fully :
thought through the 1ssues that 1mpact estate f




. '-"-The three questlonsevery adv1sor should ask

| DO yOu have char1table orgamzatlons You support ] -

-~ _‘{'i_annual ba31s7

'-'j-f?*'_'f;'Do you want te mclude a glft to any of these

ff’orgamzathnS or other charltable orgamzatlons as part of -
"?’-.your estate plan7 - -

f;.f‘If there were a Way to make a 81ft to charlty largely Out of "_'




. "_’What are your values7 What are the prmc1ples that have
'7',r_"-__"'gu1ded your hfe? - = .

"".._'-ﬁ':.;.'What have you learned from your glvmg” What would YOu{ .

7 A{-'.Ef.".-dO dlfferently?

ffWhat 1s the most sat1sfymg g1ft you have every made7

What values do yau want to pass on to the next generatlon'?
How do you want to engage your famlly around glvmg7 '"




Examples:

Oseola McCarty

Bill and Melinda Gates

Walter Annenberg

Wealthy donors may have complex goals




. 'Rarely the most 1mp0rtant % -

| A,Chantable deductmn depends on the t1p of ;
.:_'__gf_--_’_-property contrlbuted the basis, the holdmg’f'}
_“l?-_perlod and the charltable rec1p1ent .

::.,"_iSome glfts avo1d gam slome defer gam ° -

‘:_'_‘__'Some glfts create mu1t1ple deduct1ons .




'SUfficiehfaS‘é.‘é't‘;fuéf’sélf .-
- o

ﬁ “'-_‘Prm‘fldefor“chﬂdren grandchlldren
- .
,“1-'Extendhed Care df famlly - |

Long term Control .




Large outright gifts

Donor Writes Check

Donor Contributes L-T

for $10,000 Appreciated Stock,
$4,000 Basis

Market VValue/Deduction $10,000 $10,000
Value of Gift to Charity
Capital Gains $6,000
Value of Tax Deduction $3,500 $3,500
for Donor in the 35% Tax
Bracket
Tax Value of Avoiding $900
Capital Gains Tax on
$6,000 Gain at 15%
Total Tax Value to the $3,500 $4 400

Donor




Sales Ofrealestate ... =
Pers-nal reSIdenc -

£ V acatlon home ...

UndevelOped real estate._ -

Commerc1al real estate .




" Now permanent

B 1/2 -~ up to $1oo ooo from -

IRA to quahfled Charltles

0 prlvate foundatlons donor adv1sed
funds supportmg orgs ' '

1 No quld pro quo










"; - Select approprlate entlty form takes
understandmg goals, expectatlons management
skllls adaptabﬂlty, and asset . ’

 ‘¢, W hy Create 1t7

. Phllosophlcal geals .

. Effectlve glvmg .

. Gwmz for lmpact | .. =




’,Why create 1t7

En:azmg famﬂy
’ ’:"‘_{Memonal to famﬂy .
Teachmg Valueﬁs- ... -

Tax Sa\hn gs




Adv1s0rsPlay a _cruC1a1 role 1n the char1tab1e -
' ’"Planmn: Process .- =

- -‘"four chents are phﬂanthroplc ~ mclude -
| _7-‘_'_;{_f'_Iphllanthroplc goals w1th personal goals m the -
-\,”'-planmng process - -

| . lfLook flrst at the outcomes the donor wants to

?*:{_j_achleve ‘then use the Iarge array of glft planmng_; | .

“,-‘;"‘-vtools to ach1eve those 80315 .




