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IT IS NO SECRET THAT PLANNED GIFTS are the means by which community

foundations receive some of the largest assets, year after year. Although, in recent

years, there has been an overall increase of gifts through bequest in particular,

figures from Giving USA show that, in 2002, bequests account for only 7.5

percent of total annual giving nationwide.1

Despite the size and frequency of planned gifts, this “way of giving” hasn’t
received the marketing attention that other vehicles, such as Donor Advised
Funds, have. This may be that planned gifts –– especially bequests and trusts ––
put fruits far after labor for the community foundation. When planned gifts are
marketed, efforts may be difficult to connect with results, as results happen years
down the road. Finally, planned giving is an uncomfortable subject for some to
broach openly, because, in many cases, it requires a conversation about death.

This room for improvement in the marketing of planned giving is coupled with
great community need and, fortunately, a community hunger for philanthropy.
Even in times of weakened economy and national and state government cut-
backs, there is a growing interest and need in addressing community problems
through the nonprofit sector. Increasing appeal of personal philanthropy and
volunteerism is creating a favorable climate. And, more specifically, there is a
reported increase of interest in planned giving, said Tim Seiler, director of The
Fund Raising School at the Center for Philanthropy at Indiana University-
Purdue University Indianapolis.2 Because of the safe and careful nature of
planned giving, donors are more likely to give in larger amounts than with other
types of gifts. “…it lets donors look at their entire asset base,” said Seiler. “That
almost always allows the donor to give more than if the donor gives out of [his
or her] income.”2

Combine this observation with the estimated $41 trillion in transfer of wealth
over the next 50 years, and there has never been a better time for community
foundations to strengthen their positions as the local planned giving resource
for philanthropic individuals and professional advisors.3

Introduction
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Community foundations that have flourishing planned giving programs thor-
oughly understand the various planned gift types and offer a comprehensive
menu of options. They help donors by allowing them to make a gift while they
are living or leave a legacy upon their deaths, help them make the most of the
asset types they choose to give, and point out vehicles that offer advantages
based on current market positions. And though community foundations vary in
their capacity to orchestrate certain gift types, being able, at very least, to com-
municate planned giving methods clearly and consistently provides real value to
donors of the most generous gifts as they consider their charitable options.

This paper presents a simple overview of the most common planned giving
vehicles and outlines considerations and marketing strategies for promoting
each type to help community foundations maximize their success in the
planned giving arena. It is important to understand that each type of planned
gift presents its own unique set of complexities that are beyond the scope of this
paper. For comprehensive assistance, community foundations should work with
experienced counsel as they design and implement planned giving programs.

“Never think you need to apologize for asking someone to give to a

worthy cause, any more than as though you were giving him an

opportunity to participate in a high-grade investment. The duty of

giving is as much his as is the duty of asking is yours.”

JOHN D. ROCKEFELLER, JR. ON PHILANTHROPY
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Planned Gifts, Commonly Defined

When planned giving comes to mind, many think only of testamentary gifts —
charitable bequests made through wills or trusts. And while bequests make up
about 90 to 95 percent of all planned gifts,4 there are several other lifetime char-
itable vehicles in which community foundation staff should be versed in order
to provide maximum service to their donors and increase their likelihood of
receiving a planned gift. As part of a training session designed for new trustees
and staff, a speaker at the Community Foundation Academy (sponsored by the
Council on Foundations, Council of Michigan Foundations, and the Forum of
Regional Associations of Grantmakers) defined planned giving as “Any gift…
which requires the assistance of a professional staff person, a qualified volunteer,
or the donor’s advisors to complete — including any gift which is carefully con-
sidered by the donor in light of estate and financial plans.”5 Following is a list of
the most common planned gift types.

Bequest by Will

This is one of the simplest ways for a donor to give and for a community foun-
dation to receive. And, according to the Community Foundation Academy, the
best results come from an effort as minimal as sending out letters inviting
donors to write a will and include something in it for their community through
the community foundation.5 Donors giving through bequest or trust have a
few easy options available to them. They can designate a gift by amount, by per-
centage of their estate, and/or make it contingent on specific future events.
Donors like to make gifts through bequest or trust because they can be sure that
their charitable wishes will be fulfilled with no risk of running out of money or
undergoing a change of lifestyle during their lifetime. And, in many cases,
donors can receive a substantial reduction in federal estate taxes.

Charitable Gift Annuity

This is a contract between a donor and the community foundation. The donor
makes the gift and receives an immediate tax deduction (and, for gifts of appre-
ciated property, the donor is usually able to defer recognition of capital gain). In
exchange for the gift, the foundation agrees to pay the donor a fixed income for
his or her life — or the life of another specified recipient. Upon the donor’s
death, the principal of the gift goes to the community foundation. The income
the donor receives during life is guaranteed by the foundation and backed by its
general fund. It can be paid periodically and can be directed to benefit not only
the donor, but also a spouse or other designated loved one. A community
foundation must take care that neither the life expectancy of the income recip-
ients, nor the annuity rate selected, cause the remainder to be so deduced that
the gift provides minimal value to charity.
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Gift annuities are attractive to donors because, in many cases, the annuity
payment adds up to a greater cash flow than the interest and dividends the
donor received while he or she owned the asset. And many donors feel more
comfortable about making a sizable gift if they know that they will receive some
income for the rest of their lives. Upon the death of the annuitant(s), the
foundation creates a fund with the remainder of the amount given. Most organ-
izations that issue Charitable Gift Annuities use the rates recommended by the
American Council on Gift Annuities (www.acga-web.org).

It is very important that community foundation practitioners keep in mind that
charitable gift annuities are heavily regulated in many states, that some states
require that charities be licensed to issue them, and that some regulations may be
based on where the annuitant resides in addition to where the annuity is issued.
California, New York, and Florida, in particular, strictly regulate the issuance of
gift annuities. An understanding of a community foundation’s state regulations
and those of any other states in which annuitants are likely to reside is imperative
before a community foundation begins offering this gift vehicle. (For summaries
of state requirements, visit www.pgresources.com/regs.html.) Once licensed (if a
license is required), a community foundation may want to promote its ability to
provide Charitable Gift Annuities as a distinct giving advantage.

Charitable Remainder Trust

This type of charitable instrument lets donors place cash or property into a tax-
exempt trust that pays them (or another named beneficiary) an annual income.
The donor receives an immediate tax deduction for the present value of the gift
in the year the gift is made. After death or at the end of the specified term (which
can be no longer than 20 years), the remainder of the trust transfers to the com-
munity foundation.

Donors may choose this gift type for reasons similar to those for choosing a
Charitable Gift Annuity. However, a key difference is that the trust is a distinct
legal entity. Payments to the income recipients are secured only by the assets held
in each trust and are not guaranteed by the general fund of the community
foundation. Donors sometimes ask community foundations to act as trustees of
their charitable remainder trusts. Laws in some states prohibit this, and, even
where permitted, a decision to act as trustee should be approached with caution,
but community foundations –– or any charitable entity –– can be the benefici-
ary of a CRT.

There are two major types of Charitable Remainder Trust –– the Charitable
Remainder Annuity Trust (CRAT) and the Charitable Remainder Unitrust
(CRUT). Understanding the differences between the two helps a community
foundation recommend a type of CRT to a donor, based on that donor’s need
for a fixed income or desire to take advantage of favorable market conditions.
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Charitable Remainder Annuity Trusts are quite similar to Charitable Gift
Annuities. A CRAT pays a fixed sum –– either a fixed amount in dollars or a
fixed percentage of the value of the trust assets at the time the gift is made –– to
the donor or someone the donor specifies, for life or for a defined number of
years. Because the payments do not vary with market conditions over the years,
CRATs often are more attractive in a down or fluctuating market. They may also
be useful for older donors who seek more certainty in their payments. One dis-
advantage of a CRAT is that a donor cannot augment it with additional deposits;
donors may, however, create multiple CRATs. By law, CRATs must pay the life
beneficiaries at least five percent, but not more than 50 percent, of the trust’s
value, and the value of the community foundation’s remainder interest must be
at least 10 percent of the fair market value of the contributed assets on the date
the gift is made.

The other type of CRT available to donors is a Charitable Remainder Unitrust
(CRUT). Like a CRAT, a CRUT usually pays the life beneficiary an agreed-upon
percentage of the market value of the trust’s assets, but, unlike CRATs, market
value is redetermined each year. Accordingly, the trust’s payment to the income
beneficiary will fluctuate with the market. CRUTs are mostly appealing to
donors in periods when the stock market is gaining value because they allow the
income recipient to gain the benefit of increases in the value of trust assets.
CRUTs also differ from CRATs in that a donor may augment the value of the
trust by making additional deposits after initial activation.

Another difference between CRUTs and CRATs is that, while there is only one
form of CRAT, CRUTs can be structured in various ways to provide more
flexibility for donors. Like CRATs, CRUTs may not pay the income beneficiary
more than 50 percent of the trust’s value and, again like CRATs, the value of the
community foundation’s remainder interest must be at least 10 percent of the
fair market value of the contributed assets on the date of the gift. However,
CRUTs can be structured to pay the income beneficiary either a fixed percent-
age of the trust’s asset value, with five percent as the minimum allowable
percentage, or the trust’s investment income if that amount is less than the
agreed-upon percentage payout. The CRUTs that make use of the ability to limit
payout to trust income are Net Income CRUTs (NICRUTs), Net Income with
Make-up CRUTs (NIMCRUTs), and what are called FLIPCRUTs, which start
out as NICRUTs or NIMCRUTs and then switch, or flip, into conventional
CRUTs. These alternative CRUTs are particularly useful for donors with assets
that are not easily marketable or productive of income.
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Charitable Lead Trust

A Charitable Lead Trust (CLT) is the opposite of a Charitable Remainder Trust.
In a CLT, a donor contributes cash or property to a trust that pays either a fixed
amount in dollars or a fixed percentage of the trust’s assets to the community
foundation for the number of years he or she specifies. Once this period ends,
the assets held by the trust revert to the donor or the donor’s estate, or are trans-
ferred to beneficiaries named by the donor. Unlike a CRT, a CLT is not exempt
from tax.

The complexity of CLTs makes them less popular than other types of planned
giving instruments, but some planned giving practitioners observe that this
vehicle is widely used by sophisticated organizations with a large number of
wealthy donors.6 This vehicle is appropriate only for people who have enough
assets to forego access to both the income and principal of the trust for as
long as the trust lasts. CLTs permit donors to make substantial charitable gifts
while keeping ultimate ownership of the underlying assets within the family.
Depending on the type of trust created, donors may receive either an income tax
deduction or reductions in gift and estate taxes on transfers of major assets to
children and grandchildren.

Life Estates

A donor who makes a gift of a home or farm can opt to give the property out-
right and receive a tax deduction for the property’s market value, or he or she
may choose to retain use of the property for the rest of his or her lifetime
through a life estate, in which case he or she is entitled to a tax deduction equal
to the present value of the charity’s remainder interest in the property. Many
choose the retained life estate arrangement because they get to enjoy the prop-
erty, which may be a vacation spot or their home, for the rest of their lives, yet
still make a gift to charity that might be more sizable than they could afford to
give outright. Donors who choose to give real estate to their community foun-
dation may also do so for the sake of their heirs. This gift reduces the size of a
donor’s final estate and may help him or her avoid difficult inheritance issues
(such as trying to split a single asset several ways).

Any community foundation that contemplates entering into a retained life
estate arrangement must plan carefully and have a clear written agreement with
the donor that specifies parties responsible for maintenance costs, taxes, and
other costs, as well as outcomes in the event that the life tenant becomes inca-
pacitated or otherwise unable to use the property. Community foundations
should also be aware that the retention of life estates in property that is still
subject to a mortgage presents special complications.
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Considerations for Choosing the 
Right Planned Giving Vehicle 

The appropriateness of certain planned giving vehicles may vary with econom-
ic  conditions. The asset type a donor intends to contribute may also lend itself
to a certain type of giving vehicle. Understanding these nuances will help
community foundations present options that maximize a donor’s gift and
the personal benefits that he or she receives. The following section highlights
some of these situations and considerations. For legal analysis of planned giving,
please consult Christopher R. Hoyt’s Legal Compendium for Community
Foundations.

Effects of Interest Rates and Stock Performance

Fluctuations in the stock market and interest rates are making a difference to
both donors and the charitable organizations they support, especially when the
charitable vehicle under consideration is among the more complex, market-
dependent type. In the experience and anticipation of changing circumstances,
donors have become more sophisticated — and so have their expectations for
the philanthropy resources that serve them. King McGlaughon, former director
of Merrill Lynch Center for Philanthropy and Nonprofit Management, said
donors have upped their sophistication “by diversifying their charitable giving
with different kinds of charitable trusts and donations of property, artwork, and
other valuable assets and by taking a more conservative, cautious approach to
making gifts that fluctuate with interest rates or the stock market.” 6

Some charitable vehicles have found their niche in today’s economic environ-
ment. The Charitable Lead Trust, for example, has been one of the less popular
options — until now. “With low interest rates and a low IRS discount rate — the
rate used to calculate the tax deductibility of most planned gifts — the lead trust
is basically on sale right now,” said Robert F. Sharpe, Jr., a planned giving con-
sultant in Memphis. “The lower the interest rate… the greater the gift the
charity receives, and the less the gift is taxable to heirs.” 6 The Charitable Lead
Annuity Trust in particular is gaining popularity, touted as the charitable giving
vehicle for taking advantage of low interest rates, because the “present value of
the remainder interest is calculated by discounting the income interest paid to
charity. The lower the discount rate, the higher the present value of the annual
charitable payments (i.e., gift or estate tax charitable tax deduction) and, accord-
ingly, the lower the present value of the remainder interest (i.e., the taxable
transfer to noncharitable remainder beneficiaries).” 7

Conversely, gifts like the Charitable Remainder Trust are becoming less desirable
to some: “Because such trusts generate money by investing donors’ assets, a
declining stock market or falling interest rates can erode the trusts’ principal and
make it harder to pay beneficiaries and have money left for charitable uses.”6
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Community foundations themselves have to protect against large payout rates
that may threaten remainders intended for charity that have already suffered
from a weakened economy. In years previous, investment income of these
remainders was easily keeping up with even aggressive payouts to donors.

Planned Gift Assets

The ability to recognize the types of assets that provide the most favorable gift is
also important to helping a donor realize his or her goals and helping a com-
munity foundation take advantage of any potential that exists for a gift. The
appropriateness of a gift type depends largely on whether that gift is to be made
during a donor’s lifetime or as a bequest in his or her will or trust.

The most beneficial lifetime gifts are ones that help the donor receive a tax
deduction, avoid taxation that would result from the sale of the asset, or earn an
income greater than what the asset currently yields in dividends. A donor who
enjoys his or her lifetime planned giving experience through a community foun-
dation may become an advocate, encouraging others to give and perhaps
leaving a charitable bequest in his or her will.

Excellent options for lifetime gifts include appreciated publicly traded securities,
closely held stock, and real estate. Because the value of real estate has remained
solid during stock market ups and downs, community foundations that have
capacity to accept such gifts are doing so more frequently and with increasingly
good outcomes. Donor interest is also increasing. Planned giving experts have
said that “gifts of appreciated real estate have also grown in favor, especially
among wealthy donors in some large cities.”6

Gifts best given through bequest by will are ones that a donor needs for finan-
cial and emotional security during life and ones, such as retirement assets, that
might be reduced greatly by taxes if a donor attempted to pass them to heirs in
his or her will.

To make a gift of retirement assets to the community foundation, a donor must
complete a change of beneficiary form provided by the plan administrator. It is
important to understand that simply renaming the beneficiary of a retirement
plan in one’s will without changing the beneficiary designation will usually be
ineffective. Income with Respect to Decedent, more commonly known as its
acronym, IRD, can be defined as “Income that is ‘owned’ by a person at death
but ‘receivable’ after death and that would be subject to tax.”7 Individual
Retirement Accounts (IRAs) and many other qualified retirement plans fall into
this category, as do savings bonds, income from royalties, and certain other
kinds of property. The more aware a community foundation is of these less
obvious gift opportunities, the more it can help donors see “hidden” value.
Partnerships with professional advisors serving potential donors help greatly in
identifying less obvious opportunities and taking advantage of them.



Increasingly, people who are interested in charitable giving are also interest-
ed in doing so during their lifetime so they can see results. Many even wish to
participate, either by helping recommend grant recipients through a Donor
Advised Fund or by volunteering time as well as money to causes they value
most. Some in the community foundation field wonder if an increase in
involvement-focused, lifetime gifts will inhibit community foundations’
ability to build up unrestricted funds and strategically plan for the community’s
most pressing needs.

But as analysts Havens and Schervish point out, “…if we combine the addi-
tional inter vivos and bequest donations, there will be no overall decrease in
charitable giving, and indeed, there could be an increase in the amount
donated to charity, as more donors experience the satisfaction many of our
interviewees have reported to be the result of a more engaged philanthropy.” 3

What’s different about lifetime gifts is that they tend to be specific and restrict
a community foundation’s flexibility to address the greatest areas of need and
opportunities for impact. While this may be true initially, time spent working
with a donor involved in a lifetime gift vehicle helps the community founda-
tion build trust with that donor. Through these experiences with a donor, a
community foundation learns the individual’s charitable interests. This provides
an easier entrée into discussions about planned gifts such as bequests, facili-
tating the question, “Do you want to leave a gift to ensure the causes you have
supported during your lifetime continue to receive your support when you
are gone?”

Giving, and especially planned giving, is very different through a community
foundation than to other kinds of charities. Community foundations do not
have loyal alumni, grateful patients, or devoted fans. They are “give through”
organizations, not end-user charities. That difference is very important to con-
sider when crafting community foundation marketing and planned giving
strategies. Some of the best ways to build donor loyalty and appreciation is to
deliver the knowledge and services donors need to understand and achieve the
greatest impact possible with their charitable gifts.

Planned Giving
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Today’s Donors, Tomorrow’s Planned Gifts
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Planned Giving in Practice

The first place to start is communication with existing donors. These are people
who are already connected with the community foundation and whose relation-
ship should be cultivated year after year. As donors are asked to give on a
regular basis, try to build their confidence in you and your organization so that
they increase that amount every year. Annual givers who evolve into major
donors are prime candidates for making planned gifts. They feel a vested inter-
est in, not only the community in which they live, but in their community
foundation as well. Major donors may find a planned giving solution that best
fits them by having some in-depth conversations with a community foundation
staff person and a professional advisor. Targeting planned giving efforts toward
donors who are already comfortable and supportive of the community founda-
tion is a way to make the most of community foundation time and existing
donor loyalty.5

Role of Professional Advisors

Building partnerships with professional advisors is a good way to reach their
clients –– a pool of potential new donors. Professional advisors are trusted by
their clients. They usually know their clients’ assets and long-term needs. They
may understand their clients’ lifestyles and personal values. These are all factors
that influence a person’s charitable giving.

Most prospective donors are working with a professional advisor — an attorney,
accountant, broker, banker, trust officer, life insurance agent, or financial
planner — as they make major financial decisions. Fitting into the category
of major financial decisions, a planned gift typically involves a donor’s pro-
fessional advisor. Therefore, community foundations must build strong,
trusted relationships with these advisors so that communications with their
clients contain accurate, meaningful messages about planned giving and
about the community foundation.

When having conversations with donors interested in planned giving, it is
important that community foundation staff discuss their own capabilities, as
well as distinguish themselves from formal estate planners. In most cases,
community foundations are in the business of asset development on behalf of
their communities, which is very different from estate planning. Staff members
are employed by their community foundation, not its donors. Even if your
community foundation includes a staff person qualified as an estate planning
technician, you must always inform a donor that, because you are unfamiliar
with his or her entire set of circumstances (financial, familial, business, and
otherwise), he or she should consult a professional advisor before making a
significant financial decision.5 Being mindful of these and other potential
conflicts of interest is imperative.



Planned Giving

11

The professional advisor’s role is to understand a donor’s entire financial sit-
uation as it relates to family, lifestyle, business, and personal goals. Ensuring
that donors understand roles and relationships protects the foundation and
prevents the donor from making a financial move that he or she will regret
later. You are in the picture to offer charitable giving options and to facilitate
them, but you cannot accept responsibility for the donor’s financial well-
being. Although community foundation staff certainly want to be helpful to
their donors and prospects and must be aware of their needs and interests,
under no circumstances can they ever act as “advisor” to a donor, and this
must be made absolutely clear. Keeping these roles clear and separate also
helps advisors view community foundations as partners in the service of
their clients — not competitors.

Planned Giving Conversations

The community foundation should take responsibility for understanding and
being able to clearly communicate charitable giving options and the separate
value each one presents to donors and their community. Even if an individual
community foundation does not execute a particular gift type, its staff should
be able to articulate the primary features of that gift so that a potential donor
knows what is out there. Sharing knowledge of these options, regardless of the
offerings of a particular community foundation, is a value in itself. If a com-
munity foundation does not explain aspects of planned giving to a donor, and
thereby develop a relationship with him or her, another organization will.

Planned giving conversations typically involve estate planning, wills, and ulti-
mately, death. This may be an uneasy topic for a staff member to broach with a
potential donor. The time must be right, and the relationship must be developed
enough to make this conversation as comfortable as it can be. A conversation
need not be awkward; a will or trust is a person’s means of expressing his or her
values beyond life.

Three tests to apply before having a
planned giving conversation with a donor5

1. The grandparent test: Talk to people in the same respectful way you would
address one of your grandparents.

2. The stomach test: Make sure that what you’re saying feels right to you.

3. The “Sixty Minutes” test: As on the news television show, you get a relatively
small amount of time to justify your behavior. You must make your conversation
meaningful and compelling. 
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Strategies for Promoting Planned Giving

Because planned giving involves large gifts and concerted efforts to create a
long-term arrangement, a community foundation’s ability to create under-
standing among targeted audiences is essential. Community foundations can
begin by understanding which audiences to target for optimum results. You
should be aware of what these audiences need to know about community
foundations and about planned giving so they can make informed choices that
provide the most benefit to themselves and to their community.

Audience Identification 

The audiences who currently participate in planned giving most are established
professionals over age 65. This group includes singles, couples, and families
of people in this age range. Most in this group are part of our nation’s
“Depression-era” generation. This age-specific pool, fortunately for community
foundations, has been highly analyzed. For example, it has been found that many
“Depression-era” individuals are concerned about outliving their assets because
of outcomes they cannot predict, and many feel that they will need to finance a
long retirement period.

Giving Trends of “Depression-era” Generation 5

• Patient in deciding how and to whom they give

• Want to bring about real, long-term change

• Willing to give up some control

• Traditionally more philanthropic than people of more recent generations

• More comfortable giving at higher levels than wealth inheritors

• May be unclear about amount of wealth needed for living
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Planned Giving

Strategy

With the obvious objective of obtaining more and larger planned gifts from tar-
get audiences, one or more community foundation strategies must be formed.
Strategies are most likely to be successful if they spring from the giving prefer-
ences and trends observed related to the targeted audiences — in this case,
Depression-era individuals who are single, part of a couple, or part of a family.

Emphasize localness

Message: Your community foundation has an in-depth understanding of
our community’s challenges and the groups and individuals addressing
them. We closely monitor community issues, opportunities, and resources.
Our knowledge of the community enables us to make a difference by fund-
ing high-impact initiatives addressing a broad range of local needs. And
our expertise can help you learn more about local issues in order to make
your giving as effective as possible.

Tactic: In your community foundation’s newsletter and website, provide local
donor stories that illustrate the use of planned giving.

Tactic: Ask existing planned giving donors for help in contacting and securing
new planned giving donors, emphasizing the community foundation as a local
resource for giving close to home.

Tactic: Use the National Marketing Action Team Professional Advisor Portfolio
to work with local professional advisor firms, explaining the value of communi-
ty foundations as local philanthropy resources.

Establish a legacy

Message: You can create your individual or family legacy by establishing a
named fund at the community foundation –– helping to ensure that future
generations learn the value of giving back. Long after your lifetime, gifts will
be made in the name of the fund you establish in a timeless expression of
your values.

Tactic: Emphasize personal and family legacy in conversations with donors and
prospects.

Tactic: Create and maintain a legacy society for donors who have committed to
a gift via will. Members of the society might receive special recognition in the
community foundation newsletter and website, be invited to events that allow
them to network, meet foundation staff and board members, bring guests who
are potential donors, and receive updates on general community foundation
grants and activities — especially if those activities pertain to a planned giver’s
expressed interest area.
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Planned Giving

Financial and Tax Scenarios

Charitable Lead Trust (CLT)

Example of Charitable Lead Trust

Conventional
Investment/ Charitable
Distribution Lead Trust

Market value of stocks and bonds $1,000,000 $1,000,000
Taxable gift NA $300,000
Gross amount to heirs at the end of 15 years (1) $2,396,558 $1,440,414
Less: Federal estate tax @ 48% (2) ($1,150,348) ($0)
Less: Gift tax adjustment @ 48% (3) ($0) ($144,000)
Net amount to heirs $1,246,210 $1,296,414
Plus: Amount to charity $0 $1,125,000
Total family and charitable benefit $1,246,210 $2,421,414

Assumptions: (1) Conventional investment and estate distribution plan assumes an ordinary income
yield of 6% on $1 million for 15 years. Charitable Lead Trust assumes a non-grantor Charitable Lead
Trust that has capital appreciation of 3%, an ordinary income yield of 6%, and pays out 7.5% per year
on $1 million for 15 years. (2) The estate tax calculation assumes the donors die at age 85 (the end of 15
years) and use any remaining Unified Gift and Estate Tax Credit to offset tax attributable to other estate
assets based on 2004 rates. Both federal estate tax and gift tax adjustment percentages assume 2004 rates.
(3) To provide parity between the two scenarios, the Gift Tax Adjustment compensates the estate for the
amount of gift tax that was avoided when the Charitable Lead Trust was created.

Charitable Remainder Annuity Trust (CRAT)

• The donor avoids $90,000 in capital gains which initially saves $13,500 in taxes
• The donor will receive $5,000 a year for life; a portion of this income is subject to tax
• The income tax deduction is $24,040, resulting in an income tax savings of

approximately $8,414

Charitable Remainder Trust (CRT)

The following examples illustrate two CRT options. In both cases, $100,000
of highly-appreciated property is placed into a CRT paying five percent annu-
ally in quarterly installments for the life of a 55-year-old man. His federal
income tax rate is 35 percent, and the property has a basis of $10,000. The
Applicable Federal Rate (AFR) is seven percent. The Federal Capital Gains tax
rate is 15 percent.

Charitable Remainder Unitrust (CRUT)

• The donor avoids $90,000 in capital gains which initially saves $13,500 in taxes
• The donor will initially receive $5,000, but this will adjust each year with the trust’s

value; a portion of this income is subject to tax
• The income tax deduction is $22,650, resulting in an income tax savings of

approximately $7,927.50
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The following language is suitable for inclusion in the will of a donor who wishes to
leave a bequest to the Community Foundation:

I devise to the ABC Community Foundation, a [State] nonprofit corporation
______ (describe devise –– for example, “One Thousand Dollars” or “all of the
residue of my estate” or “X percent of my estate”) to be used in all furtherance of
the charitable purposes of the Community Foundation as defined in and subject to
the provisions of its Articles of Incorporation and Bylaws.

If the amount of the devise meets the minimum contribution requirements of the
Community Foundation, the donor may create a separately identifiable fund by
name and purpose by adding language from one of the four options that follow.

Named Fund/Unrestricted Purpose
This devise will be used to establish a component fund to be known as the
_______ Fund. I direct that the amount of the Fund that is available according to
the Foundation’s spending policy be used exclusively for the charitable purposes set
forth in the Articles of Incorporation and Bylaws of the Community Foundation as
determined from time to time by the governing board.

Field of Interest Fund
This devise will be used to establish a component fund to be known as the_______
Fund. I direct that the amount of the Fund that is available according to the
Foundation’s spending policy be used for________ (specify charitable purpose —
for example, “the care of the homeless” or “senior citizen health care”).

Designated Fund
This devise will be used to establish a component fund to be known as the ____
_______ Fund. I direct that the amount of the Fund that is available according to
the Foundation’s spending policy be used to support ________ (insert name of
particular charitable agency to be supported –– for example,“the ABC Community
Hospital” or “the ABC School District”).

Donor Advised Fund
This devise will be used to establish a component fund to be known as the ______
___________ Fund. I direct that an Advisory Committee consisting of ______
_______, ________, and _______ may make written recommendations from time
to time to the governing board (or Distribution Committee) concerning grants
from the Fund, provided the proposed grant is in furtherance of the general
charitable purposes of the Community Foundation. I recognize that these
recommendations may be accepted or rejected, in whole or in part, by the
governing board (or Distribution Committee) in its sole discretion.

Distribution from Principal
If the donor agrees to permit the governing board to invade principal in unusual
circumstances, the following language should be added: It is my intention that
the distributions from the Fund will ordinarily be made from the fund’s
investment return. When extraordinary circumstances exist, however, the
governing board (or Distribution Committee) may authorize distributions from
the principal of the Fund.

This model document is based on one developed by Duane L. Tarnacki, Esq., counsel for the Council of
Michigan Foundations and attorney with Clark Hill P.L.C. in Detroit, Michigan.

Will Language
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Gaining Expertise:
Training, Affinity Groups, Networks

Resource Organizations and Sites

Baltimore Giving Project: www.baltimoregivingproject.org

Community Foundations of America: www.cfamerica.org

Council on Foundations: www.cof.org

EstatePlanningLinks.com: www.estateplanninglinks.com

Forum of Regional Association of Grantmakers: www.givingforum.org

Leave a Legacy: www.leavealegacy.org

National Committee on Planned Giving (NCPG): www.NCPG.org

Planned Giving Design Center: www.pgdc.net

Planned Giving Today: www.pgtoday.com

Calculators

The following charitable giving calculators can enable your donors to experiment with

planned giving options.

Crescendo Interactive, Inc.: www.crescendointeractive.com

PG Calc: www.pgcalc.com

PhilanthroCalc: pcalc.ptec.com
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