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Introduction

What is Philanthropy?

Philanthropy is an active effort to improve the material, social, and
spiritual welfare of humanity and promote good will through charitable
activities. It involves participating in socially conscious activities, giving of
our time and resources to support causes we believe in and passing our
values to our children so that they can continue a legacy of commitment to
community, society, and our world.

What is a PhilanthropicWill?

Estate planning has traditionally been viewed as the vehicle to insure

that our loved ones inherit our wealth upon our death. While this is
undoubtedly a crucial factor in any discussion about planning for the future,
estate planning is increasingly broadening its scope to provide a way for
people to pass on their values and philanthropic wishes along with their
wealth. fiValues-Orientedo estate planning is a relatively new area of
estate planning that includes the creation of a PhilanthropicWill.

The PhilanthropicWill is a non-binding letter of instruction to heirs,
informing them of your desire that they continue to fulyll philanthropic
endeavors through ynancial bequests upon your death. This type of

will allows you to leave a legacy beyond that which is strictly ynancial

and insures that your charitable values and community involvement will
continue to have a meaningful impact for years to come. In addition, it
provides a way for your loved ones to honor your memory by continuing

to support the causes that were most meaningful to you during your
lifetime. Because this is a non-binding document, it can be changed if your
philanthropic desires change.

The increased awareness of PhilanthropicWills and the impact that they
are having on the betterment of society is quite profound. Nationally,
charitable giving through bequests currently totals over 21.6 billion dollars;
a 12.8% increase over 2002. (According to Giving USA of the American
Association of Fundraising Council).



Introduction (continued)

Who should establish a PhilanthropicWill and when should it
be established?

Any one person who has a vision for a better world, and who anticipates
passing an estate to others (regardless of size) should consider
establishing a PhilanthropicWill. Moreover, since the future is always
uncertain, the time to begin discussing your PhilanthropicWill is today.

How does a PhilanthropicWill differ from an Ethical Will
or a Financial Will?

A PhilanthropicWill, as stated previously, is a non-binding document that
addresses your philanthropic desires to your heirs. It is a way to establish
an ongoing legacy of charitable giving to organizations that espouse ideals
and causes to which you are committed.

An Ethical Will is a document that creates a flegacy of the spirit.0 In an
Ethical Will, you are able to specify the broader ideals and values that

you wish to share with your heirs and loved ones. It is also a permanent
document in which to express your hopes, love, pride, and gratitude to
those dear to you. (An excellent resource of Ethical Wills is a book entitled
Ethical Wills: Putting Your Values on Paper by Barry K. Baines, M.D.,
Perseus Publishing. Additional information can be found on line at www.
ethicalwill.com or through your clergy.)

A Financial Will is a legally binding document, prepared with the
assistance of an attorney, which provides for an orderly and yscally
responsible transfer of your property and ynancial possessions to
individuals upon your death.

All three of these types of wills work in concert to insure that your wealth
and values will be passed on according to your wishes and that the causes
you choose to support during your lifetime will continue to beneyt from your
generosity after your death.



Introduction (continued)

How will this guide help you create a PhilanthropicWill?

The process for creating a PhilanthropicWill is outlined in the next section
of this resource guide. This guide will help you specify the following:
A Who will participate in the philanthropic decisions?
A How much money will be allocated?
A Which speciyc organizations or types of causes will receive
support?

Several examples of PhilanthropicWills are provided. The resource section
will help you develop your written document based on your speciyc needs.



Terminology

Advisor:
The person, or group of people, who will advise the foundation regarding grants,
investment approach and Advisor succession.

Annual Distributable Amount (ADA):
Percentage of the charitable fund to be distributed to selected organizations on
an annual basis. This percentage is speciyed in the PhilanthropicWill.

Community Foundation:

A Section 501¢(3) grant-making organization that is structured as a group

of separate grant making funds and accounts. The foundation monitors the
charitable status of organizations the Donor wishes to support, makes payments
to those organizations, prepares fund and ynancial statements, yles tax reports,
and assures IRS compliance.

Donor:
The individual who establishes a charitable fund through a PhilanthropicWill.

Donor Advised Fund:

IRS approved accounts, found only in public foundations, that allow for the Donor
(Donor) to make grant recommendations to the foundation for organizations they
wish to support.

Endowment:
A pool of money from which periodic withdrawals are made, usually for the
beneyt of charitable organizations.

Generational Philanthropy:

A form of inheritance in which a charitable fund is established and the Donoris
wishes regarding how future generations should be involved in the allocation of
assets is speciyed. This allows future generations to continue a family charitable
legacy and become personally involved in philanthropic endeavors.

Private Foundation:

A charitable organization created and funded by a Donor (during life or upon
death), which is designed to achieve one or more speciyc charitable purposes.
Management of the fund is provided by a board of directors or trustees often

selected by the Donor.
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Drafting Your PhilanthropicWill

STEP ONE: Determine the type of bequest

A Outright Gifting
A Endowment Gifting

(See pages 8 & 9 for an explanation of each of these types of bequests.)

STEP TWO: Select the type of oversight structure
you prefer

Donor Interest

You select the organizations that are to receive gifts, either as a one-time
gift from your estate or as an annual allocation (iiin perpetuity¢) from the
philanthropic fund you establish.

Generational Interest

You select advisors who will choose which organizations will receive
gifts, either as a one-time gift from your estate as in perpetuity through
your philanthropic fund. Each granting cycle, your advisors will select the
organizations to support and the amount to be given to each organization.

Combination Approach (Donor/Generational Interest)
Both the Donor and the selected advisors have a voice in which
organizations are to receive gifts. One way to do this is to have you, as
Donor, designate yelds of interest that you would like to support. Some
possible areas of interest could include:

A Education

A Services to the elderly

A Services to under-privileged youth

A Particular religious or ethnic communities

(See page 11 for additional areas of community needs to consider.)

Your named advisors would then distribute gifts to organizations within
your selected areas of interest.



Drafting Your PhilanthropicWill

STEP THREE: Annual Distributable Amount

Determine an Annual Distributable Amount (ADA) and a schedule on

which the gifts will be distributed to the charitable beneyciaries. (This is

for those who have chosen an Endowment Gifting format.) The ADA will
either be a yxed dollar amount or a percentage of the balance of the fund
as of a speciyc date each year. You or your advisors will establish a
proposed frequency schedule for allocating gifts from the Endowment Fund
(quarterly, semi-annually, annually).

STEP FOUR: Establish a Money Management
Strategy

Foundation Management:
In this model, a community foundation manages the investments and
notiyes the advisors of matters related to the fund.

Generational:

In this model, the named advisors manage the investments of the fund
within a donor advised fund. A professional can be hired to oversee the
management of the funds.

STEP FIVE: Find a Philanthropic Partner

Find a trusted partner to help carry out your philanthropic vision. There
are legal, tax related, ynancial, and emotional issues to consider when
developing a PhilanthropicWill. You will begin this process by meeting with
your ynancial advisor who has expertise in philanthropic planning. Your
ynancial advisor will guide and support you through this process, bringing
in other professionals when necessary to fiMake it Happen!o

As your ynancial planner, | am available to help you begin planning
your PhilanthropicWill.
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Outright Gifting Option

PROCESS:

Giving gifts outright allows you to either:
A Create a list of organizations to include in your PhilanthropicWill.
A Specify your desired organizations directly in your will.

RESULT:

Upon your death, the organizations you have chosen will receive the
allocations you have gifted. These one-time gifts will either come directly
from your estate or from your Donor Advised Fund through a community
foundation.

BENEFITS:

A This process is very simple and can have an immediate impact on your
chosen organizations.

A The organizations you choose will be able to allocate the money you
have donated based on their needs.

DISADVANTAGES:

A This one-time gift may only have a short-term impact on the
organizations.

A This method does not allow for generational involvement or perpetuity of
your gift.

A The organizations may use the money for different causes than you
would have liked.



Endowment Gifting Option

PROCESS:

You can make an endowment gift through your PhilanthropicWill. This type
of gifting allows your bequest to remain in place for an indeterminate time,
thereby affecting the organizations and those involved in allocating the
funds for generations.

RESULT:

A legacy of philanthropy will be created, allowing for generational
participation and promoting generational giving while beneyting social
organizations and the community at large.

BENEFITS:

A This is a long-term giving approach.

A Can motivate your heirs to include philanthropy and community
involvement in their lives.

A Can provide an opportunity to establish or maintain close family bonds.

DISADVANTAGES:

A The creation of a PhilanthropicWill can be complicated.

A Tension within a family may arise over how to manage or distribute
funds.

A Future generations may not want to participate in philanthropy or may
not agree with the Donoris vision and interests.
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List of Community Needs

Note: This list is designed to provide ideas for further exploration. This list is not exhaustive.

Children

Youth

Families

Education or schools
Neighborhood revitalization
Immigrant populations

Health and human services
Animal rights and/or causes
Emergency assistance

Hunger and Poverty

Affordable housing

Disaster relief

Political interests

Museums

The Arts

Speciyc areas of study or research
Scholarships based on need
Scholarships based on merit
Hospice

Hospitals

Citizenship programs

Social action

Equality and Justice

Community organizations
Community relations
Organizations promoting peace
Social services in other countries
Scientiyc or medical research
Childbirth, adoption, parental planning
Speciyc building projects for non-proyt organizations
Sports and athletics
Environmental causes

Technology and communication
Historical or cultural organizations
Religious instruction or opportunities
Religious institutions or schools
Libraries

Youth development programs
Elderly causes

Tolerance, inclusion, diversity
Special needs organizations
Camps

Literacy

Violence, abuse and neglect programs or organizations
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Examples of Philanthropic Wills

DISCLAIMER:
The following pages contain examples of Philanthropic Wills. Please

be advised that these examples are finon-bindingo letters of instruction to
heirs and are not intended to provide legal counsel in any way.
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Example A

Date

Dear

We have established a charitable bank account to enable each of you to support the philanthropic
endeavor of your choice. On an annual basis, we ask that you take __ % of the value of the entire
Foundation fund, as of January 1 of that year and distribute it to ben-
eyciaries of your choice. Our desire is that these annual gifts will help you contribute in your efforts to
make a better society.

This account has been established because we felt it would give you an opportunity to continue our
tradition and take on this charitable responsibility in our absence. We encourage you to continue to
give to those organizations (church, etc.) you presently do. However, if you are looking at additions to
or a change in your current giving practice, we suggest you consider those that provide services for the
basic needs in lifeé food, clothing and shelter.

It is also our hope that this legacy of giving will pass on to generations after you. At some time in your
future, each of you will have to name successor donor advisors. The people at Financial.
have been helpful to us and would be able to assist in managing this for you, if you so choose.

With Love and Pride,

Mom and Dad

(name) Date (name) Date
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Example B

MEMORANDUM
DATE:
TO:
FROM:
REGARDING: The Foundation

, we have named you as Successor/Donor Advisor to our Family Foundation. It is most
important that you name a Successor/Donor Advisor at the time that you take over the management of
the Family Foundation. It is requested that you take % of the value of the Foundation at the begin-
ning of each year and distribute as follows:

1) $ to each of the organizations listed below:
A)
B)
C)
2) Please send the remaining balance of the annual distributable amount to:
name
address

city, state, zip

If for any reason any of these organizations go out of business, please use your best judgement in ynding
an organization that represents the values of our family. We ask that you consider utilizing the services
of The Foundation and Financial. We understand that you are the Donor/Advisor
and if for any reason you feel that alternative organizations can better serve the Foundation, please take
the necessary steps to implement that change.
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Philanthropic will for dated ,

Purpose

This is a document that provides instructions by to
individuals that will be involved in our philanthropic opportunity upon both of us dying. These are
simple thoughts and opinions by and it will be left to those

who wish to get involved to interpret them and operate this philanthropic opportunity.

These instructions are given to both of our families and to our children;

This document is a written record, outlining the philanthropic intent in wishes of
and is not a legally binding document.

Investment of Assets

Should the still exist at the time that both are de-
ceased, it is the strong desire and preference of that the
funds be invested in the . If not, it will be up to the donor advisory committee to
ynd an appropriate investment manager.

As per the Funds that we are invested, it is the desire of that

the annual distributable payments (ADP) be at least 6% of the value of the assets, as valued as of
January 1st of each year.

Donor Advisory Committee

It is the wishes of that upon their demise, the donor advi-
sory committee will be established to oversee the ADP and the investment management. In the
yrst calendar year after both of our deaths the family will be the donor advisory

committee. Family is deyned as parents, siblings and siblings spouses. In the next year the
family will be the donor advisory committee. Each of our children will have
an opportunity to become a member of the donor advisory committee at the time that he or she
reaches the age of 25 but not before. Once three of our children agreed to be on the donor advi-
sory committee the family and the family will discon-
tinue being on the donor advisory committee.

In the event this philanthropic opportunity causes dissension and is not performed in the spirit of
love, the fund should be dismantled and the fund should be sent to organizations in the yelds of
interest that are listed later in this document.
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Example C (continued)

Distribution of the ADP

would like allocations made to the following organizations:

1. Five percent to the federal government

2. Five percent to the Minnesota state government

3. Fifteen percent to the Minneapolis Jewish Federation annual campaign
4. Fifteen percent to the Adath Jeshurun congregation

With the remaining 60 percent of the ADP the following yelds of interest are important to
. Itls up to the donor advisory committee to pick the speciyc organizations

to receive funds. The following are yelds of interest:
1. Medical research

2. Public school education; including the arts and athletics

3. Interfaith relations

4. Disaster response

Closing Comments We provide this philanthropic opportunity not to replace you own giving. We
do this for we have been blessed during our lives by many individuals, organizations and society as
a whole in giving us a fulylled and content life. May this be just one part of your life that brings you
contentment.

Love,

Your brother or sister
Your son or daughter
Your parent or guardian
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Example D

Date

Dear Children and Grandchildren,

We have established a charitable bank account to enable each of you to support the church of
which you are a member at any given time. On an annual basis, we ask that you take %
of the value of the entire Foundation as of January 1 of that year and
distribute it to the house of worship of which you are a member at that time.

In addition, please send 1/6 of the annual distributable amount to the church to which we
belong at the time of our deaths. Our desire is that these annual gifts will help you and your
church contribute to a better society. It is also our hope that this legacy of giving will pass on to
generations after you.

At some time in your future, each of you will have to name successor donor/ advisors. Our
hope is that the people at Financial. will be able to assist in managing this as time
goes on.

We have established this account because we felt it would be more appropriate for our church-
es to be the recipients of our social ipot of moneyi than the U.S. government. We believe that
our churches can do a better job of helping the world than the government. We realize this
takes money out of your inheritance, but we believe this is in the best interest of all of you and
society.

Love,

(names)
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MEMORANDUM

DATE:
TO:
FROM:

SUBJECT: Suggestions on distributing funds that will be deposited into The Foundation,
currently at

After closing my estate, and in the event no taxes have been paid, | wish for my charitable fund to send
$25,000 to the state government and $25,000 to the federal government.

The remaining balance is to be invested, prudentially, but for growth and income.

Please take the value of the account at the end of every year, multiple by 6%, and that amount becomes the
annual distribution amount (ADA). | would like to see the following organizations receive a percentage of the
ADA:

1) Sistersh Retirement Fund for the Sisters of the Order of St. Benedict, of St. Joseph, MN 56374 T 2.5%

2) Priestsi Retirement Fund for the Catholic Diocese of New Ulm, MN 56073 T2.5%

3) Catholic Endowment Fund for the Diocese of New Ulm, 1400 6th Street North, New Ulm, MN 56073-2099 T 10%
4) St. John the Evangelist Catholic Church of Faxon township, Sibley County, MN 56011 T 10%

5) Shrineris Hospital for Crippled Children, 2025 East River Road, Minneapolis, MN 55414 T 10%

6) Paralyzed Veterans of America T 5%

7) Alzheimeris Research T 5%

25% of the ADA is to be directed by (name)___, 25% of the ADA is to be directed by (name)__.

There is an annuity that has St. John the Evangelist Catholic Church of Faxon Township as the beneyciary.
These funds are to be directed to the cemetery fund.

, You are not obligated to follow my wishes. But my hope is that you will respect
my plan. | have devised this plan to support the organizations that have been important to me throughout my life, but
yet, | have given you pexibility to ynd the organizations that are important to each of you. My hope is that you will
pass this same kind of concept down to your children as | have had the opportunity to pass this to you.

With all my love,
(name)
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MEMORANDUM

DATE:

TO:

FROM:

RE: FOUNDATION

, we have named you as Successor/Donor Advisor to our Family Foundation. Itis
most important that you name a Successor/Donor Advisor at the time that you take over the manage-
ment of the Family Foundation. It is requested that you take 6% of the value of the Foundation at the
beginning of each year and distribute it as follows:

1. $ to each of the nine organizations listed below:
A. University of South Dakota School of Medicine
1400 W. 22nd St.
Sioux Falls, SD 57105-1570 Phone: 605-357-1302
B. University of Pittsburgh School of Medicine

Ofyce of Institutional Advancement
200 South Craig St.
Pittsburgh, PA 15260 Phone: 412-624-5800

C. University of St. Thomas
Development Ofyce
2115 Summit Ave.
St. Paul, MN 55105-1096 Phone: 612-962-6950

D. Mobridge Education Foundation
P.O. Box 622
Mobridge, SD 57601

E. American Cancer Society, Minnesota Division
3316 W. 66th St.
Minneapolis, MN 55435-9632

F. American Red Cross
11 Dell Place
Minneapolis, MN 55403
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Example F (continued)

G. Salvation Army
Minneapolis Area Coordinator
2300 Freeway Blvd.
Brooklyn Center, MN 55430-1793

H. United Way of Minneapolis
404 South 8th Street
Minneapolis, MN 55404

l. Childrenis Home Society of Minneapolis
2230 Como Ave.
St. Paul, MN 55108 Phone: 651-646-6393

2. Please send the remaining balance of the annual distributable amount to:
Nativity of Mary Catholic Church
9900 Lyndale Ave., S.
Bloomington, MN 55420

If for any reason any of these organizations go out of business, please use your best judgement in ynding
an organization that represents the values of our family. We ask that you consider utilizing the services of
The Foundation and Financial. We understand that you are the Donor/Advi-
sor and if for any reason you feel that alternative organizations can better serve the Foundation, please
take the necessary steps to implement that change.
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PHILANTHROPIC WILL OF

The is set up with the desire that our children will meet at least
once per year to discuss investment strategies for the fund and to decide on organizations to
receive gifts from the fund. We ask that a minimum of 5% of the value of the account, at the
beginning of each year, be used as the Annual Distributable Amount (ADA). Even if the ac-
count goes down in value, it is still our desire that non-proyt organizations receive some funds
on an annual basis. In the event the account raises substantially, a higher percentage may be
distributed.

To our children:

It is our desire that you all reach agreement on the investment strategy and the organizations
to receive family funds. However, if agreement cannot be reached, we wish to have the follow-
ing plan implemented: One of you will serve as the representative of the fund the yrst year that
agreement cannot be reached. The yrst year, will serve as representative, the
next year , the third year and the fourth year, . The
representative is responsible for the following:

1) Making decisions on the investment strategy

2) Making decisions on which organizations are to receive funds

3) Assuring that the investment strategy is implemented and the money reaches the desig-
nated organizations.

After each of you has had an opportunity to serve as representative, we ask that together you
work out a process for managing this account. If a process cannot be decided upon, we ask
that the charitable fund be split four ways and you each manage your portion as you see yt.
Please realize, however, that this is not our desire. Our hope is that the charitable fund will be
administered in a cooperative manner between the of you for as long as possible.

We trust you to choose organizations that you have an interest in and feel passionate about.
We place no restrictions on which organizations should receive funds.

It is our desire that the voting rights of the charitable fund be maintained through the
bloodline. We leave this legacy with the desire that you will take this opportunity to work
together to support organizations in exchange for the blessings that you have received.

With our love,
Mom and Dad

Page 21 g






