The Jewish Community Foundation of Greater
Hartford

Planned Giving in Today’s Environment

September 9, 2009

Charles B. Gordy, J.D.

Director of Planned Giving, Harvard Law School
125 Mount Auburn Street, Cambridge, Mass. 02138
617.496.9265, cgordy@law.harvard.edu



mailto:cgordy@law.harvard.edu
http://www.jcfhartford.org/matriarch/default.asp

Today’'s Environment

1882 - God 1| s —Bredridh Nietzsche




Today’'s Environment

1959-“ The Day t he -MuBuddyDi Hdl”l vy
Don McLean




Today’'s Environment

20086—-“ The Year Pl annedhadie Goradyg D

Stock Market loses 40% of its value (Dow & S&P), worst
since Great Depression

Average mid-term Treasuries at 2%, 10-year bond at 2.8%
S&P's/Case-Shiller home-price index drops 25%

Lehman Brothers files for bankruptcy

Bear Stearns collapses, acquired by JPMorgan

AlG collapses, gets bailout money

Merrill Lynch acquired by B of A

Goldman Sachs and Morgan Stanley become regulated
Consumer Confidence Index reaches record low

Auto Industry on the brink of collapse




“Forgive the mess. Warren just put everything into cash.”

14 THE NEW YORKER, APRIL 23 & 30, 200l




The Year Planned Giving Died

Higher Education Endowments lose 30 - 40%
Harvard’'s endowment drops 24%, possible 30%+ decline

Yale’s endowment drops 24%

Drop in endowment value reduces:

- Spendable income for current needs - % of budget from
endowment spending

- Income to donors from charitable remainder trusts
- Reduces remainders from charitable remainder trusts

- Reduces distributable assets from donor advised funds




The Year Planned Giving Died

Drop in endowment value increases effective gift annuity payouts

Drop in endowment value and gift annuity reserves results in
organizations having to transfer unrestricted endowment assets
Into gift annuity reserve accounts

Charities considering shutting down gift annuity programs —
finance office may be driving this




The Year After - 2009

Continued stock market volatility

Treasuries at very low interest rates — 10-year at 3.5%

Economy continues to struggle

Unemployment hits 10% in many places, 26-year high in
August 2009




The Year After - 2009
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More people without jobs
Unemployment hit a 26-year high
in August.
10%
%
9.7%
6.6%
8%
%
8% oo 2008 AUG 2009

SOURGE: LS DEFARTMENMT OF LAEOER




The Year After - 2009

University of Indiana, Center on Philanthropy, August
2009 Survey

Overall Philanthropic Giving Index (PGI) — lowest level in 10-
years, at 65 is down 21% from last year

— Present Situation Index (PSI) — at 58 compared to an
average of 82, and a 30% decrease from last year

— Expectations Index (El) at 73 and down 13% from last year

— 86% of fundraisers say economy is going to have a
negative or very negative effect on fundraising this year

— Major gifts are down 23% but major gifts, direct mail and
planned gifts present the best possibilities for success
versus corporations and foundations
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The Year After - 2009

Decrease in Annual Fund Contributions
- Percentage drop this year versus last year
- Actual dollar amount decreasing

- Combined with decrease in available endowment
spending puts a severe strain on budgets

Charities cutting budgets and reallocating resources to
Increase available unrestricted cash
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The Year After - 2009

What does all this potentially mean for planned giving
programs?

Internally

Decreased emphasis and available resources

Continued merging of outright/major and planned giving roles
Layoffs?

Externally

Fewer donors

“Not this year”
Smaller gifts

Different kinds of gifts
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The Year After - 2009

Donor’s Perspective - Economy

- Interests rates

- Deflation (falling income and prices)
- Inflation (rising cost of living)

- Financial markets

- Taxes

13




The Year After - 2009

Donor’s Perspective — Assets

- Cash, certificates of deposit, Treasuries
- Real estate

- Still appreciated stock, low dividends

- Retirement plan assets

- Commercial annuities and life insurance
- Other types of ownership interests

- Tangible property — artwork, collections
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The Year After - 2009

Donor’s Perspective — Their own situation

- Providing for oneself — maintaining a lifestyle

- Providing for others — parents, children

- Making large outright gifts out of capital

- How sound are the charitable organizations their supporting

- What are their specific charitable interests
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The Year After - 2009

How do we respond?




Pl anned Giving I n Today

General;

We need to work harder and smarter to maximize our results — email
appeals, drive traffic to your website

Schedule more prospect visits

Provide empathy — be there in good times and bad
ldentify prospects not impacted by downturn

Build stronger relationships

Donors may not be able to honor prior commitments - may need to
be flexible in restructuring payment schedules
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Pl anned Giving I n Today

Specific:

Look for ways to support the annual fund — the triple ask:

 Annual Fund
 Life Income Gift
» Bequests

Market gifts of alternative assets:

 Gifts from IRA assets

« Tangible property

* Old life insurance

» Real estate — remainder life estates
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Pl anned Giving I n Today

Specific:

Market Charitable Gift Annuities

» Will provide more income than 10-year treasuries and other available
fixed income investments

« Will provide donors with stable income not subject to market volatility
* For older donors — 80+, will generate cash for the charity 5 - 7 years out
 For younger donors — 55+, opportunity to defer payment and increase payout

« ACGA has dropped its rates — capped at 9.5%
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Gift Annuity for a Family Member

Carol
l $200,000 to AM T $80,700 deduction
Gift $13400 Al Carol's
AnnUity Income For life Father

Remainder at
Father's Death

v

Charity
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Pl anned Giving I n Today

Specific:

Market Bequests

* A low impact way to make a gift to your organization

« Donor maintains control

 Creates a lasting legacy at you organization for the donor

« Stress importance of these kinds of gifts to your long term mission
* Provide language donors can use

* Membership in your legacy society (if you don’t have one, create one)
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Pl anned Giving I n Today

Specific:

Market Gifts from IRAs

* Donors over 70.5 can contribute up to $100,000 from IRA assets
directly to charitable organizations

* Not taxable to the donor and not deductible as a charitable gift

« Sunsets on December 31, 2009

* Legislation in Congress to extend it for 2010, to make it permanent,
and to extend it to life income gifts

« Send a mailing: postcard, flyer with a return card, a letter with a
response device

» Ask donors to notify you prior to making their gift
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Pl anned Giving I n Today

Specific:

Market Gifts of Tangible Property

» Considerable value in collections: artwork, collectibles, etc.
* Deduction is 100% if put to a related use in your mission

» Deduction is what the donor paid for it (cost basis) if you are going to
sell it and use the proceeds for your mission

« Form 8283 if over $500, Form 8282 if sold within 3-years
 Appraisal if $5,000 or more
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Pl anned Giving I n Today

Specific:

Market Gifts of Old Life Insurance

* Life insurance with cash value that is no longer needed

« Donor names your organization as the irrevocable beneficiary and assigns
the policy to your organization

» Deduction is equal to the donor’s basis (not necessarily the cash value)
* An appraisal is required if over $5,000
» Watch out for loans on the policy and their consequences

« Can be great gifts
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Pl anned Giving I n Today

Specific:

Market Gifts of Real Estate

 Qutright gifts — critical factors are marketability and environmental; other
considerations?

« Funding asset for a life income gift — gift annuity, flip trust (net income then
standard)

» Charitable remainder life estate — carrying costs, life estate agreement
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Pl anned Giving I n Today

Marketing in General
« Donor meetings — talk about it, ask them

* Website

— general information
— donor profiles and testimonials
— contact numbers and email addresses

* Direct Mall
— planned giving specific, gift annuities, bequests
— include in annual fund mailing, add to response card

* Publications
— newsletters, other existing publications
— advertisements, articles
— donor profiles and testimonials

26




Put This Game on Your Website
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