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Community Responses to COVID-19

Greater Cleveland COVID-19 Rapid Response Fund:

* Strategic deployment of resources to address urgent health, basic
human services and economic needs of disproportionally impacted
communities

* Major gifts from 73 philanthropic, corporate and civic partners
* More than $8.5 million raised
* More than 2000 donors

* Ongoing grant awards:
* Nearly $4.7 million distributed to date

* 85 nonprofit recipients
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Role of Professional Advisors
Initiating the Conversation

Who brings up philanthropy as a planning topic?

39% 6%
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v

61%

A
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25%

Source: 2018 U.S. Trust Study of Philanthropic Conversation 4



Role of Professional Advisors
Why Do Clients Not Give?

Advisors Clients (Donors)
Wealth-Preservation Concerns Need for Knowledge
The donor does not have enough Lack of knowledge/connection to
money for himself or herself charity
The donor is not leaving enough Concern that gifts will not be used
money to his or her heirs wisely by the charity

The donor does not consider himself

Fear of increase in donation request
or herself “wealthy enough” quests

Source: 2018 U.S. Trust Study of Philanthropic Conversation



Role of Professional Advisors
Challenges to High Net Worth Donors

Identifying what I care about and deciding what to donate to

Understanding how much I can afford to give

Allocating time to volunteer and get involved in the org I care about

Monitoring giving to ensure it has its intended impact

Structuring gifts in a tax efficient manner

Managing my giving with someone else

Identifying an advisor that understands my goals and priorities

Source: The 2018 U.S. Trust Study of High Net Worth Philanthropy 6



Role of Professional Advisors
Tax Benefits as a Motiwation for Giving

HNW individuals would reduce
their giving if income tax

deductions were eliminated 66%

HNW individuals would reduce
their giving if estate tax were

eliminated

Motivation for giving is reducing
tax burden

0% 20% 40% 60% 80% 100%

(Percentage of Responses)

B HNW Individuals’ Responses W Advisors’ Responses

Source: 2018 U.S. Trust Study of Philanthropic Conversation



Role of Professional Advisors
What Advisors Want to Learn About Philanthropy

How to help a client develop a strategic
giving plan and mission formation

Understanding more about
giving vehicles

Integrating client philanthropic values/ 0
: \ 46%
goals into an overarching wealth mgmt. plan

Engaging the next generation in giving _ 40%
Understanding the role that social

impact investing (or SRI) plays in my _ 38%

clients’ philanthropic pursuits

Becoming more familiar with nonprofits _ 40%
and community needs

Ways to initiate philanthropic discussions _ 37%

0% 20% 40% 60%
(Percent of Advisor Responses)

Source: 2018 U.S. Trust Study of Philanthropic Conversation



Role of Professional Advisors
Why do Advisors Hesitate to Bring Up Philanthropy?

* Question the added value to the
relationship

* Lack of Expertise on Options
* Look into On-Line Resources
* GuideStar
* Charity Navigator

* Consider Leveraging Community
Partners

* Religious Organizations, such as
the Jewish Federation

* Non-profits

¢ Community Foundations




Role of Professional Advisors
What is a Commmunity Foundation?

Generally stated ...

A public charity that promotes local giving,
assists in creating donor funds, makes grants
to non-profits and facilitates leadership on
key issues to enhance the quality of life in a
particular geographic region that defines its
“community”

The Cleveland Foundation ...

* World’s 1°* Community Foundation

* Currently $2.5 Billion in Assets
* Currently $100+ Million Annually in Grants




Role ot Professional Advisors
How can a Commmunity Foundation Help your Clients?

Match Charitable
Interests with Tax
Planning Needs

Identity Charitable
Interests &
Motivations

Create and
Implement
Charitable Plans
with Advisor

Provide
Information on
Community Needs

Deliver
Grantmaking
Expertise & Admin
Services




Role of Professional Advisors
Ways to Initiate Charitable Giving Conversations?

v’ Include applicable questions in
your estate planning and tax
questionnaires

v’ Discuss during tax planning,
including sale of a closely-held
business

v' Ask about it during reviews of tax

returns and financial documents,
such as POAs, Wills and Trusts

v’ Consider for Endtaker or “All
Gone” provisions




How much did Americans give in 20187

§427.71 billion

Where did the generosity come from?

Contributions by source (by percentage of the total)

Giving by 0/ «
Foundations 7.3% 18 / 0 \
$75.86 billion Nl

(4.7% up when inflation adjusted)

Giving by

Giving by individuals declined in
Bequest 2018, comprising less
$39.71 billion than 70 percent of

overall giving for the
first time in at least
50 years.

(2.3% down when inflation adjusted)

Giring by 5%

Corporations .17

$20.05 billion Lkl
(2.9% up when inflation adjusted)

* All fgures on this infographic are reported in
current dollars unless otherwise noted.

Giving 1.1% 0/ —
Il‘ldiVidbu};lS from 2017 6 8 / 0
$292.09 billion

(3.4% down when inflation adjusted)

Visit www.GivingUSA.org to learn more and to
order your copy of Giving USA 2019: The Annual
Report on Philanthropy for the Year 2018.

Where are all the
charitable dollars going?

Contributions by source (by percentage of the total)

ghing 2018 fom 2017 dusied

29% to Religion | $124.52 billion | _150,-3.99,

149%to Education | $58.72 billion 1 13%-3.7%

%ﬂ 12% to Human Services | $51.54 billion = -0.39 -2.7%
T 12% to Foundations |$50.29 billion | 6.9 -9.1%

[Dj 10% to Health |$40.78 billion — (14,2 3,

$ 7% to Public-Society Benefit |$31.21 billion § -3.7%-6.0%

@ 59 to International Affairs | $22.88 billion 1 969 7.0%

59 to Arts, Culture, and Humanities | $19.49 billion 0.3% -2.1%
Qfd 3% to Environment/Animals |$12.70 billion 1 3 6o, 1.9

% 2% to Individuals |$9.06 billion - -

indicates growth in current dollars with a decline after adjusted for inflation

.. THE-
Giving Giving 'lIJ
Institute™

o Shared intelligence
wod For the greater good



http://www.givingusa.org/

Fewer in U.S. Report Engaging in Charitable Activities

B % Donated money in past year ] % Volunteered time in past year
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Respondents are asked separately about donating money/volunteering time to religious organizations and
cther charitable organizations. The figures represent the percentages who donated moneyfvolunteered

to one or both types of organizations in the past year. 2008 and 2008 results based on averages of two
polls conducted each year.
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Source: Gallup Poll conducted April 14-28, 2020



Impact of 2017 Tax Law Changes
What Has Changed

Increased Standard Deduction

* Single filer: $6,500 to $12,000
* Head of household filer: $9,550 to $18,000
* Joint filers: $13,000 to $24,000

Reduction In Itemization

* About 30% of taxpayers itemized their deductions in recent years
* 20.4M households are estimated to itemize deductions in 2018, down from 48.7M in 2017

Reduction In Charitable Giving

* Individuals are estimated to reduce charitable giving by $13B annually
* Tax benefits can still be achieved under the new tax rules




“Bunching” of Charitable Gifts

Scenario

Standard deduction doubled and
other popular deductions
eliminated/restricted

Taxpayer Challenge

It will be more difficult for many
taxpayers to surpass the itemized
deduction threshold and receive a tax
benefit for charitable giving

Strategy

Donate multiple years’ worth of contributions to a DAF in one year to receive the
charitable deduction via itemizing, and take the standard deduction in the other years.




Impact of the SECURES Act

End of the Stretch IRA and Give It Twice Trust

IRA owner
names
Charitable
Remainder
Trust (CRT) as
beneficiary

CRT makes lifelong or term
payments to children or other heirs
as beneficiaries

The balance
left to charity
is equal to or

more than the
initial net
balance of the
IRA

Direct to Children or
Other Heirs

Transfer to 520 CRUT

Transfer from IRA

$2,000,000

$2,000,000

Federal income tax (est. 22%0 bracket)

$440,000

$0

Net outright to children or other heirs

$1,560,000

$0

Total income payments from CRT (est.)

$0

$3,442,647
(PV @ 4%0: $2,069,634)

Total benefit to children or heirs (est.)

$1,560,000

$2,069,634

Total benefit to charity (est.)

$0

$4,065,588
(PV @ 4%: $1,586,073)

Total benefit to children and charity (est.)

$1,560,000

$3,655,707




Key Features Encouraging Charitable

Giving under the CARES Act

v'Cash contributions to public charities can be

deducted up to 100% ot adjusted gross income
(“AGTI”)

v Elimination of the RMD requirement for IRA
holders in 2020

v'$300 above the line charitable deduction for 2020




Qualified Charitable Distributions (“QCDs”)

aka IRA Charitable Rollover

Scenario

Taxpayer 1s required to take
his/her required minimum
distribution (“RMS”) starting at
age 70 1/2.

Taxpayer Challenge
Taxpayer may not need the taxable
income for his/her living expenses.

Strategy

as a result of the distribution.

Taxpayer transfers from his/her IRA up to $100,000 (can include the yearly RMD) a
year to a qualified tax exempt organization and avoid federal income tax consequences




Landscape in Charitable Giving

Generational Impact

Silent (aka

Gen Y (aka
Traditionalists)

Baby Boomers Gen X Millennials)

Gen Z

DOB - 1924 DOB - 1946 DOB — 1965 DOB - 1980
to 1945 to 1964 to 1980 to 1995

DOB —
1996-2015

Ages — 73 to Ages — 54 to Ages — 38 to Ages — 23 to

Ages — 3 to
94 years old 72 years old 53 years old 38 years old

23 years old

20



Landscape in Charitable Giving

Stlent Generation Factors and Characteristics

Born during WW II and Great
Depression

Came of age during postwar
happiness

Stay at home moms
Life-long loyalty to a job
Children worked hard and kept quiet

Patriotism, loyalty and faith in
communities and institutions

Saved for a rainy day

This Photo by Unknown Author is licensed under CC BY-NC


http://flickr.com/photos/fouquier/5358088250
https://creativecommons.org/licenses/by-nc/3.0/

Landscape in Charitable Giving

Baby Boomers Factors and Characteristics

* Experienced the economic boom

* Spike in births after soldiers
returned from WW 11

* TVsin every home

* Civil rights movement and activism
* Draft and Vietham War

* Rock and Roll

* Two income families

* Optimistic and idealistic

This Photo by Unknown Author is licensed under CC BY-NC 22



https://www.flickr.com/photos/23065375@N05/2235529346
https://creativecommons.org/licenses/by-nc/3.0/

Landscape in Charitable Giving

Gen X Factors and Characteristics

Corporations were downsizing

Latchkey kids allowing for more
independence

AlDs

Global awareness about hunger and
famine

Skepticism about marriage as
divorce tripled

Resourceful

Very independent

This Photo by Unknown Author is licensed under CC BY-SA-NC

23


http://www.eoi.es/blogs/ceciliaursularizo/2012/06/12/definicion-componentes-y-medicion-de-la-cultura-organizacional/
https://creativecommons.org/licenses/by-nc-sa/3.0/

Landscape in Charitable Giving

Gen Y Factors and Characteristics

* Terrorism shakes country with
Oklahoma City, Columbine and
9/11

* Weather and climate changes
* Cells phones

* Internet has arrived and PCs are
accessible

* Believe in making an impact with
volunteerism

* Duversity is top of mind

*  (Global citizens

This Photo by Unknown Author is licensed under CC BY-SA-NC 24



http://www.loschermo.it/
https://creativecommons.org/licenses/by-nc-sa/3.0/

Landscape in Charitable Giving

Gen Z Factors and Characteristics

First black president is elected
2008 Recession impacts their
families

Entrepreneurship 1s top of mind

Digital Natives with smart phones
and touch screens putting the
Internet at their fingertips

Instagram, Snapchat, YouTube

Crowd Sourcing and Crowd
Funding

This Photo by Unknown Author is licensed under CC BY-SA

25


http://blogthinkbig.com/la-generacion-z-en-redes-sociales/
https://creativecommons.org/licenses/by-sa/3.0/

Landscape in Charitable Giving
Multigeneration Difference on the Lighter Side

THE BABY BOOMER =
GENERATION ‘

“When life

hands you
lemons,

make
lemonade.”

GENERATION

“When life hands
you lemons, create
a startup to market

lemon juice as a

healthy, low carb
alternative to
lemonade.”
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“Hahahaha,
as if life

would ever

just ‘hand
you’ lemons.”

Erin Haccker @HydroHaccker 1/7/19 Twitter
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Landscape in Charitable Giving

Multigenerational Giving

Giving by Generation, 2018
Total: $410.02B

B Baby Boomers (Born 1946 - 1964)

B Generation X (Born 1965 - 1976)
Silent (Born 1945 and earlier)

m Millennials (Born 1977 - 1995)

B Generation Z (Born 1996 - 2010)

Source: Blackbaud: The Next Generation of American Giving, 2019 27



Landscape in Charitable Giving
Engaging the Next Generation

\./
Issues afe the mo§t.1mportant driver of 35.6% 27.1% 24.5%
my charitable decisions
| BT Volunt.eerlng as the way to have 37,49, 28.8% 23.4%
the greatest impact
Number of organizations with which I 3.8 1.9 2.1
volunteer
| pla.n to increase my giving in the 40.5% 24.8% 19.9%,
coming years

I have family traditions around giving 37.3% 19.0% 15.5%

I have involved my children or
grandchildren in my giving

44.3% 29.7% 18.0%

Source: The 2016 U.S. Trust Study of High Net Worth Philanthropy: Charitable Practices and

Preferences of Wealthy Households, Indiana University, 2016 2



Landscape in Charitable Giving
A Closer Look at Gen Y

Make Charitable Financial Invest in Companies Based
90 . ..
Donations on Positive Impact
80
35
70
30
60
25
50
20
40
1
30 >
10 S
0 0
Silent Baby  Generation Millennials Silent Baby Generation Millennials
Boomers X Boomers X

Source: Bank of America: U.S. Trust Insights on Wealth and Worth, 2017 29



Preferred Information Sources

By Generation

Where do you find info? “ GEN Y “ BOOMERS | SILENT

Google Search 59% 56% 60% 46% 37%
Social Media 48% 41% 22% 9% 9%

Organization’s Website 47% 64% 64% 61% 60%
Charity Review Site 34% 49% 44% 45% 44%
Word-of-Mouth 30% 36% 28% 20% 28%
Information in the News 30% 29% 40% 33% 45%
Annual Report 18% 29% 19% 30% 31%
Financial Statements 18% 13% 11% 15% 11%

Source: Blackbaud: The Next Generation of American Giving, 2019 30



Donor Advised Fund
National Trend, 2018

728,563 individual DAFs across the U.S. — 55.2% increase

$112.10B in charitable assets in all DAFs — 8.3% increase

$166,653 in average individual DAF size — 30.2% decrease

$37.12B in contributions — 20.1% increase

$23.42B 1in grants to charities — 18.9% increase

22.8% grant payout rate — above 20% for the last five years

Source: The 2019 DAF Report, National Philanthropic Trust, 2019 31



Donor Advised Funds

By the Numbers: Comparison to Private Foundations

I 2 T

Independent Foundations
Charitable Assets
Total Grant Dollars
Number
Donor Advised Funds
Charitable Assets
Total Grant Dollars
Number

$823.81
$49.50
82,500

$112.10
$19.70
469,331

$872.65
%54.03

$121.42
$23.43
728,563

5.9%
9.2%

8.3%
18.9%
55.2%

Source: The 2019 DAF Report, National Philanthropic Trust, 2019

32



Donor Advised Funds

Features Comparison to Private Foundations

Separate nonprofit

e Private Foundation

* Deductibility:

-20% AGI for appreciated property

-30% AGI cash

* 2% taxation of investment income
* Minimum payout of 5%
* Detailed annual filing with IRS

* Staff support or actively engaged

volunteers needed to handle requests and

grant making support

* Trustees have complete control and
responsibility of distributions and

management of assets
* Public record of giving

[sponsoring organization] Fund with Donor
input on Grantmaking

* Public Charity

* Deductibility:
-30% AGI for appreciated property*
-60% AGI cash*

* No taxation on income

* No payout minimum

 All filings handled by sponsoring

organization

* Donor recommends grants

* Giving can be anonymous

* Increased as noted earlier for 2020

33



Donor Advised Funds

* What is it?
* A fund set up by an individual or entity in an IRS Section
501(c)(3) public charity (“sponsoring organization’’)
* Irrevocable gift to the public charity

* Donor or donor’s appointed representative(s) retain advisory
privileges with respect to timing, amounts and organizations to

receive distributions
e Who can use them? T

* Individuals
* Companies
* Non-profits

e Private Foundations

34



Mechanics of a Donor Advised Fund

Sponsoring

Agreement e
Organization

Contribution of
Assets from donor

Financial Management and
investment income

Grants to I.R.C. 501(c)(3)
Organizations*

*Federally mandated rules make grants to an entity other than a I.R.C. Section 501(c)(3) charity

. L 35
problematic, so restrictions may apply.



Jimmy Kimmel Live!




Donor Advised Funds
Good Client Candidates

* Looking for flexibility and high
donor involvement
 Could use an income tax

deduction but don’t know where

they want to give currently

* Want to get the next gen involved
in philanthropy

* Anticipating a big wealth transfer
cvent

37



Donor Advised Funds

1 zmitations

No “more than an incidental benefit”
IRS Notice 2017-73
* TFundraising events
* Pledges
Past legislation
* Requiring a 5% payout
* Payout over 5 years; otherwise subject to excise tax
Latest legislation

* No tax deduction upon contribution — only when granted to

the end-user charity
* Continued exclusion of appreciated capital gains

* (alifornia — proposed reporting requirement

38



Sponsoring Organizations

Questions to Ask

What kinds of assets will they accept?
How much 1s needed to open a fund?

What are the minimum dollars that can be

granted out? How easy is the process?
Are there grantmaking restrictions?
What is the investment strategy?

How can a donor access fund information?

What are the fees?

39



Sponsoring Organizations
Advantages of a Community Foundation

* [nvestment and financial
management expertise

* Grantmaking expertise with
assigned advisor

* Investment in the community

* Connection to other donors,
events — both social and
educational

40



Trends and Best Practices
L eaving a 1 egacy

* Raising Family Philanthropists

e Values + Causes = Mission
Statement

* Value of Research
* Grant Reports
* Family Meetings

* Impact Giving

* Issue-related Giving (aka rage
philanthropy)

* Socially Responsible Investing
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