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Catholic Foundation of Southwestern Michigan
		This guide is drafted for use by the Catholic Foundation of Southwestern Michigan [CFSM] and can also be used by parishes and catholic schools that engage in planned giving activities with their parishioners and/or benefactors.   

The guide seeks to 
· Define planned giving activities
· Define the philosophy that the organization embraces
· Provide and outline of the Planned Giving efforts insofar as to approach, first efforts and advertisement. Information can be altered with the name of the parish or school. 
· Identify specific Planned Giving techniques/instruments including the “plusses and minuses”.


Planned Giving Defined:

Definition:
Planned giving is another term for individual philanthropy. 
· It enables philanthropic individuals to make larger gifts to charitable organizations than they could make from ordinary income. 
· A planned gift is a major gift, made as part of a donor’s overall financial and/or estate planning. A “financial plan type gift” passes from the donor during their lifetime while an “estate planning gift” passes from the donor during their life or after their death.  There can be income tax advantages, estate tax advantages or both. The donor uses estate and tax planning to provide for charity and heirs in ways that maximize the gift and/or minimize its impact on the donor’s estate.


Planned Giving - Philosophy:
Stewardship:
Any planned giving efforts should be rooted within the concept of charity and stewardship.  Many donors need to identify with the charity, to support their mission activities and often times the donor may wish to create a legacy.


Planned Giving Efforts:

Identify Donor Base:
Initial Efforts should start with identifying a donor base.  One can review donor past giving amounts and patterns and also determine relevant demographic information such as age, employment and retired status.  Depending on the individual’s economic situation, planned giving efforts should not focus strictly on older, retired parishioners. 
The following are ‘thought items’ and not meant to categorize individuals or their circumstances:
· Single/Widowed Individuals may have no children or grown children and therefore more ‘flexibility’
· Frequent donors – past giving is sometimes a good indicator of potential future planned giving.
· Volunteers – those older individuals who are motivated by the mission.
· Wealthy individuals who can benefit from some of the tax advantages

The majority of planned giving gifts will come from donor’s donating appreciated stock or mutual funds, donating a portion or all of their required minimum IRA distribution or in form of a bequest.  

To a lesser extent, donor’s use life insurance, beneficiary designations on insurance or retirement accounts, assignment of dividends or the donation of other property.

Timing of Informational Presentation:
It is important to recognize that there are benefits from planned giving donations that individuals are not aware of. Therefore, the organization should periodically publish such benefits.  

This can be done with 
· bulletin inserts, 
· inclusion in newsletters and 
· direct mailing.   

Timing is key.  While the ‘advertising’ should be done, at a minimum, two to three times annually, the organization should be sure to target in fourth calendar quarter and in first calendar quarter as tax season approaches & passes.  Donors typically assess and plan their charitable giving at year end when they focus on their investment review, their tax situation and tax planning with their accountant and financial advisor. Also, Advent is the season for giving and ‘anticipation’ and these themes can be blended with the informational presentations [i.e. advertising]. Consider the 4th quarter one right after Thanksgiving. The other can be targeted around the Lenten season.  Lent provides an opportunity to relate planned giving to Stewardship and allows the donor to express their sense of giving during the season.

Also, presentations can be made which outline the benefits of Planned Giving.  Again, these can be advertised, interested individuals can attend and the presentations could be done in fourth and first calendar quarters of the year.

Designate a contact person or persons who have some basic knowledge of planned giving and can gather information.  One of the keys when discussing planned giving options with a prospect is to determine what motivated them to contact the organization relative to planned giving. Don’t assume that they are fully aware of all the options and maybe another form of gifting would be more appropriate.

Making and Keeping Track of Contacts:
If you do a direct mailing, make direct contacts or develop list of attendees to a Planned Giving seminar, you need to collect information.  In any of the informational advertising handouts, make available a Donor Informational Page which allows a potential donor the option of expressing their interest in Planned Giving. This page could be on the web page, linked through Facebook, provide an address/telephone #/email where they could contact someone for more information.   

You then need to develop and maintain this contact list.  You need to establish an information base for each prospect including a ‘calendar’ noting when contact/discussions were made, the potential donor’s interests, potential gift type and target date for next planned follow up.

Making Contact and Determine the Donor’s Need:
This is key. Some potential donors may be considering a bequest, others in donating appreciated property or paid up life insurance they no longer need, or considering changing their beneficiary designation.   Others may need income but can donate the property behind that income.  

The donor may want to make a donation but can’t donate the asset during their lifetime or they can make a gift but need to retain an income stream.  Additionally, some want to donate but want a specific designation for their gift – to support Youth Ministry or to have funds used for a building remodeling fund etc. It is often easier to get a donation if the donor can link with a specific purpose and use of the funds.  By gathering the information on the donor’s financial or estate plan needs, whether the donor wants to donate in memory of a loved one, whether they need income etc.  you can offer various planned giving options that can match their need.

Another consideration is to establish an “Endowment Fund” as some donors will find it more attractive.  Thus, you can seek to take in planned gifts directly into your operations, into a designated account or into an endowment fund.  The latter can be marketed as a legacy gift where you agree to retain the corpus of the gift for a period of time and use income for a designated purpose.  If an endowment fund is established, there should be a written policy governing its operation.

Know & Identify Specifics of the Operation to provide potential donors with options: [Give a Reason to Give]
Planned Gifts can be targeted for:
· Unrestricted gift
· Debt Reduction
· Memorials
· Emergency Fund
· Remodeling Efforts
· Procure specific equipment or sacramental items
· Sinking Fund
· To support different ministries

Planned Giving Techniques:

This section will describe gift types & advantages and disadvantages of each.  Organizations should carefully consider their own infrastructure in determining which types of gifts it can support and seek.  

Gift Types:
What are the types of Planned Giving that occurs during a donor’s lifetime?  These include donations that occur over the donor’s lifetime and include 
· gifts of equity ownership such as common stocks, mutual funds or electronically traded funds [ETFs]; 
· life insurance [donate a paid up policy; donate the dividends; make organization beneficiary in full or partial]
· real estate; 
· personal property; 
· cash.  
· Donations from retirement aacounts such as IRAs, 401-Ks, 403-Bs


Other donation options allow the donor to pass ownership of the asset but retain the income or a portion thereof during their lifetime. 
· Charitable gift annuities make fixed payments, starting either when the gift is made (an immediate-payment gift annuity) or at a later date (a deferred or flexible gift annuity). 
· Some organizations maintain pooled income funds, which commingle donations, pay beneficiaries variable amounts depending on the earnings of the fund, and generally operate like a charitable mutual fund. 
· Charitable remainder unitrusts and annuity trusts are individually managed trusts that pay the beneficiaries either a fixed percentage or a fixed dollar amount.
· Donor Advised Funds

Finally, there are donations that occur at the donor’s death via 
· bequest through their Will or Trust or 
· naming the Diocese as full or partial beneficiary on the donor’s IRA, 401K, 403B or insurance policy.



Bequest:
This is a donation made at death.   Often times a donor needs to retain property during their lifetime to pay for expenses or out of concern over health and long-term care etc.   However, the donor may then not need the property at death and can donate said property by designation in the Will or in their Trust.  The Diocese will receive the property after the donor’s death and the donor can reduce their estate value.

In discussing bequests, the donor should be made aware that they can
· Leave title of the property to the Diocese
· Leave a specific dollar amount 
· Leave a percentage of the residual estate or a percentage of a monetary asset

Donation of Cash; Publically Traded Stock or Bond; Publically traded ETF or Mutual Fund
2 Benefits From 1 Gift
Appreciated publicly traded stock or mutual fund held more than one year is long-term capital gains property. If  donated to a qualified charity, there are two tax benefits:
1. If donor itemizes deductions, then he can claim a charitable deduction equal to the fund or stock’s fair market value, and
2. He can avoid the capital gains tax that would be paid if he sold the fund or stock.
Donating appreciated stock can be especially beneficial to taxpayers facing the 3.8% net investment income tax (NIIT) or the top 20% long-term capital gains rate this year.


Donation of Life Insurance
1. Make the Charitable Organization the Owner and Beneficiary of the Policy =
By making the organization the owner and the beneficiary, the donor will get a tax deduction equal to the tax basis in the policy — usually based on the amount you paid in — or the cash value of your policy (whichever is less), and the charity has a number of options. The charity then has the option of surrendering the policy and taking the cash value immediately or continuing to pay the premiums (if premiums are still owed) and letting the cash value and policy continue to grow. In the latter case, the organization could access that money later or wait and use the proceeds from the death benefit.
2. Make Charitable Organization the Beneficiary of the Policy =
If the donor does not want to give away ownership of the policy, he can make it the sole or partial beneficiary of your policy. In doing so, the donor maintains ownership of the policy, but will not get a tax deduction while alive.”
This might be the better choice for people who are concerned that circumstances might change and they might need access to the cash value or death benefit in the future. By maintaining ownership, the donor maintains the flexibility to change the beneficiary at a later date or use the cash value yourself.
If the donor is concerned with making a ‘legacy gift’, and makes such a legacy gift through insurance, be sure to provide a mechanism for the donor to make his/her wish known.


Beneficiary Designation on Retirement Account
When you name a charitable organization as a beneficiary to receive your IRA or other retirement assets upon your death, rather than donating retirement assets during your lifetime, the benefits multiply: 

Neither you and your heirs nor your estate will pay income taxes on the distribution of the assets.

Under the new tax legislation, aka the SECURE Act, most IRA beneficiaries (except for spouses) will now need to withdraw all funds from retirement accounts within 10 years of the account holder’s death. This change in the law eliminates the ‘stretch IRA”.  Except for the spouse, minor child, or disabled or chronically ill individual, the beneficiary can no longer “stretch out” retirement account distributions thereby limiting the ability to continue tax deferral.  This will increase the beneficiary’s income taxes over a much shorter period of time. For retirement account owners that are charitably inclined, there are some good options to consider when naming a beneficiary that can provide tax benefits as well.

It is simple to name a charity as beneficiary of all or a percentage of your IRA or company retirement plan [the 401k or 403b]. Because the charity is tax-exempt, after your death it can withdraw the assets from the retirement account without having to pay income taxes on the withdrawal. Individuals named as beneficiaries of the retirement account must pay income taxes at ordinary rates on any distributions they receive from the retirement account.
Additionally, any amounts left to a charity at death would also receive an estate tax charitable deduction, thus reducing any applicable federal estate taxes.


Use of Donor Advised Fund
Donor needs to understand that a Donor Advised Fund [DAF] is a conduit. The donor can make a contribution and claim a tax deduction now, then distribute money out to specific nonprofits over years or decades.  By placing the contribution in a DAF, the dollars are invested and grow tax free. A Donor Advised Fund can effectively function as a family foundation while offering much of the flexibility and appeal of a private foundation - without many of the regulations, requirements and overhead expenses. Donor Advised Funds are among the fastest growing charitable vehicles in personal philanthropy.

Donor-advised funds are registered 501(c)3 organizations that are funded with cash, securities that have appreciated in value and/or other assets. All of the contributions are put into an account in the donor's name, which is held by a DAF sponsor and eventually donated to a charity of the donor’s choosing.
Donors are able to take a current tax deduction for contributions made to the fund; this is an important feature because it allows a donor to take a tax deduction for all contributions at the time they are made, even though the money may not be dispersed to a charity until much later. This incentivizes donors who need a tax deduction to make a donation now and then decide where the money will go at a later time when it’s convenient.  

Charitable Remainder Trusts
Another option to consider, which could benefit both the charitable organization & a donor’s family member, is naming a Charitable Remainder Trust (CRT) as beneficiary of your retirement account. An individual you choose will receive annual payments from the CRT for a period of time. 

The CRT can be set up in one of two ways:
A Unitrust, in which case payments are based on a fixed percentage of the beginning-of-year CRT balance
OR
An Annuity Trust, in which a fixed payment is paid to the beneficiary. 

Due to the various complexities of a CRT, an attorney is essential to create it properly. When the CRT terminates, the remaining amount is distributed to charities of the donor’s choosing. There are specific rules about how a CRT must operate, including how much an individual can receive from a CRT and how long he or she can receive it. In addition, the charities must receive a minimum percentage of the trust assets, based on the beginning balance of the CRT. 

The main reason to consider using a CRT is that the trust itself is tax-exempt during its existence. When the donor names a Charitable Remainder Trust as beneficiary of the 401k, 403b or IRA, the CRT will receive funds from the retirement account when the donor dies. The individual receiving annual payments will owe income taxes on the amount received. 
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