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What do you want to leave behind when you’re gone?” This is one very 
important question to explore with clients, and chances are they will say, 

“More than money.”

“If you are an advisor, you have to ask questions,” says William G. Speciale, 
partner and senior client advisor at Daintree Advisors, who serves on the 
advisory board of the Boston Foundation’s Permanent Fund for Boston. 

“Charitable giving is one of the important things you need to find out about. 
It defines who people are. Everybody has either been helped by someone 
or wants to help someone. That’s what philanthropy is all about.”

Because many people want to support the causes they care about as a part 
of their legacy, it’s important for advisors to understand the basic planned 
giving tools that can help clients have a lasting impact. Even clients who 
have not expressed a desire to be charitable may decide to do so after 
learning the tax and estate-planning advantages of various giving tools.

Naming a Charity as the Beneficiary of a Retirement Account: This is the 
easiest tool for donors: All they have to do is change the beneficiary on 
their retirement account(s).  Jon Steffensen, an attorney and partner at Stef-
fensen, Fleming, Flanagan & Associates, says “naming charitable organiza-
tions as death beneficiaries on IRAs is far more tax efficient” than leaving 
it to heirs, because charities do not have to pay income taxes on retirement 
plan payouts. Mr. Speciale, who also serves on the Permanent Fund’s ad-
visory board, notes that taxes “can quickly consume half the value of that 
account or more, depending on who inherits it.”

Giving a Whole Life Policy to Charity: People take out whole life policies 
when they are younger and often continue paying the premiums well into 
their later years, incurring an expense that may no longer be necessary. “I 
steer people toward assigning ownership of the policy to a charitable 
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organization,” says Steffensen. “The charity can surrender the policy and 
get the cash surrender value, while the donor gets an income tax deduction 
and no income tax liability.”

Charitable Remainder Trusts (CRTs): Donors fund the trust with cash or 
appreciated assets and receive payments from the trust each year, usually 
for life. What remains at the end of the life of the trust is then distributed 
to charity. “For clients sitting on highly appreciated assets, this is the ideal 
funding vehicle because  they can transfer that highly appreciated stock to 
a CRT, the trustee can sell it and there will be no immediate capital-gains 
tax,” says Steffensen. The subsequent payments to the donors in large part 
consist of distributions over time of the realized gain back to the donors, 
distributions that are taxed as long-term capital gains instead of the high-
er-rate ordinary income. 

Charitable Lead Trusts (CLTs):  Unlike CRTs, which are primarily de-
signed to provide retirement income, CLTs are used to pass on wealth to 
family members in tax-efficient fashion. A CLT makes payments to a char-
ity or charities each year for a fixed term, and the remainder goes back to 
the donor’s children or other beneficiaries. “In a perfect world, the charity 
will get lots of money and so will your kids,” says Mr. Speciale. 

One scenario in which a CLT is useful is when wealthy parents want to 
help fund their children’s retirement, says Mr. Steffensen, noting that if 
the parents deposit $2 million in a CLT when their children are in their 20s, 
pay out two percent of the initial value of the trust ($40,000 a year) to chari-
ty for 30 years, and earn more on the principal than they pay out, there will 
be a substantial nest egg for the children as they approach their retirement 
years. In addition, after taking into account the federal gift tax charitable 
deduction for the present value of the 30 years of payments to charity (val-
ued as of August 2013), the value of the taxable gift to the children made 
by the donor is reduced from $2 million to just over $997,000, Steffensen 
explains. Mary C. Moran, the Boston Foundation’s Director of Estate and 
Gift Planning, says this is a good time to establish a CLT because the IRS 
discount rate is low, which increases the estate and gift-tax charitable 
deductions.

Charitable Gift Annuities: These are an attractive option for upper-mid-
dle-class people who have done relatively well but feel the need to en-
hance their retirement income stream. A donor grants cash or appreciated 
assets to a 501(c)(3) charity and, in return, receives a fixed lifetime income 
stream. A portion of each annuity payment may be considered a tax-free 
return of principal and capital gains taxes are spread out over the donor’s 
life expectancy.

The Boston Foundation regularly receives planned gifts from individuals 
who wish to have a lasting impact on the quality of life in the city and 
region. “I don’t think people, when they set up their Donor Advised Funds, 
are thinking of what’s going to happen in 100 years,” says Mr. Speciale, a 
founding member of the Foundation’s Professional Advisors Commit-
tee. “But the foundation opens that door and allows them to think that far 
ahead.”

For more information, please contact Mary Moran, Director of Estate and 
Gift Planning, at 617-338-4268 or mary.moran@tbf.org.  TBF
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