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Philanthropy and Generosity

Capacity and propensity
Donors must have both excess discretionary income or 
assets and be interested in funding a particular mission 
in order for a gift to occur. Despite what many believe, 
tax considerations are rarely the primary reason a donor 
chooses to make a charitable gift. According to numerous 
studies of philanthropic behavior, the number one and two 
reasons for making a gift are the charity’s mission and the 
donor’s desire to further that work. That is why your mis-
sion should be where you begin a discussion, not the tax 
and other financial benefits for the donor. 

While tax deductions and/or premiums included in so-
licitations may affect the amount or timing of gifts, it is im-
portant to continually remind your donors of the work you 
do and tell stories in your communications that illustrate 
your mission’s importance and effectiveness. A gift to any 
qualified charity will result in similar tax benefits for the do-
nor. That is why it is vital for you to highlight your mission 
in your communications with your donors. It can then be 
a natural progression to inform them about ways they can 
stretch their charitable gifts for maximum benefit.

Balancing the message
Moving forward, and especially this year, it could be a big 
mistake to either underemphasize or overemphasize the 
role of tax policy in charitable giving. Most gifts are mo-
tivated primarily by factors other than tax and economic 
benefits. Nonetheless, giving the right property at the right 
time in the right way can increase the size of a gift and 
enhance the satisfaction of the giving experience for the 
donor or others. 

Visit www.SHARPEnet.com/giving-after-tax-reform for 
information to share with donors.  ■

There are many reasons people make charitable gifts. Tax considerations are not 
among the most cited.
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By most accounts, 2017 was a record year for charitable giving 
(see “Trends in Giving: New Reports on U.S. Philanthropy” 
in the July 2018 Give & Take). However, a number of well-
researched studies are predicting that overall charitable 
giving will fall between $11 and $20 billion this year. 

The primary reason for the projected drop in giving 
is the anticipated influence of the Tax Cuts and Jobs Act 
of 2017 that was signed into law last December. Indeed, 
history tells us that tax cut legislation tends to negatively 
impact charitable giving the following year before giving 
rebounds and resumes longer term growth trends.

In retrospect, those prior contractions were probably influ-
enced in large part by timing issues. Typically, many taxpayers 
choose to accelerate gifts into the current tax year to maximize 
their tax savings when tax rates are scheduled to fall the follow-
ing year. Last year was no exception. November and December 
of 2017 saw a surge in charitable giving as the possibility of 
the passage of the largest tax cut bill in thirty years appeared 
likely. Of note was the massive inflow of funds to donor advised 
funds (DAFs) in the fourth quarter of 2017. 

Early versions of the 2017 legislation would have much 
more severely limited the tax benefits of charitable gifts, 
and this no doubt influenced giving behavior for some do-
nors even though the final legislation was not nearly as 
negative for charitable giving.

Currently, many have concerns that the new tax law 
legislation will put a damper on philanthropic activity by re-
ducing the number of itemizers by more than half to approx-
imately 20 million households. In addition, the new lower tax 
rates will increase the after-tax cost of giving for most tax-
payers. The virtual elimination of the estate tax, except for a 
portion of the top 1% of the population, is another concern. 

The net effect of the current tax law will be to increase the 
importance of charitable planning for income tax purposes for 
many donors considering larger contributions now or as part of 
their long-range plans, whether they itemize deductions or not. 

For example, the tax benefits of making gifts of 
appreciated property or directing funds for charitable use from 
individual retirement account (IRA) assets can be substantial 
whether or not a donor itemizes the gift. Others may boost or 
bunch deductions in order to reclaim their status as itemizers. 
Or they may accelerate a bequest by funding a gift annuity 
or charitable remainder trust in order to generate substantial 
deductions that will allow them to minimize their income tax 
for up to six years from a single gift.

“To give away money is an easy matter and 
in anyone’s power, but to decide to whom to 
give it, how much to give, when to give, and to 
give for the right motive and in the right way, 
is neither in everyone’s power nor an easy 
matter.  Hence, it is that such excellence is 
rare, praiseworthy, and noble.”

—Aristotle 
Nicomachean Ethics, Book II, Chapter 9, 350 BC
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Giving Trends in 2018

This July, we undertook a poll to see how respondents were doing through the first half of the year. 

Slightly more than half (51%) of the respondents reported an increase in current charitable gifts through the end of 
June, while the remainder of respondents indicated their gifts were flat (29%) or down (20%). Given the historical im-
portance of giving in the fourth quarter of the calendar year in determining annual results, data from the first half of the 
year may not be the best indicator of giving results for the full year. It does, however, provide an initial insights into giving 
under the new tax act. Perhaps more important than the exact percentage of those up, down or even were the factors 
that were most frequently cited as influencing giving so far this year. 

Positive factors included:

 Capital campaign activity

 A strong economy

 Strong mission and communications outreach.

Negative factors included:

 Economic uncertainty going forward

 Aging donor bases

 Uncertainty about the tax law.

Anecdotal comments noted increases in Charitable IRA distributions, bequests, stock gifts and larger gifts associat-
ed with campaigns. One person attributed a rise in giving to a combination of an improving economy and tax cuts, which 
resulted in people having more disposable income. Another citied “larger gifts, fewer donors.”

Almost half of the poll respondents were from educational institutions (46%). Social services represented almost 
a quarter, at 23%. Health-related organizations represented 17%, and the balance were religious, arts, animals, environ-
mental, cause-related or other.

Planned giving expectations

Nearly 92% of respondents expected estate gifts and other planned gifts to stay about the same or increase. Slightly 
more than 8% expected a decrease.

At this point, it may be too close to predict how overall giving will fare for the year, but the final six months will be 
critical to the outcome. 

For more information about helping your donors make the most of their gifts this year, contact us at 901.680.5300 
or info@SHARPEnet.com or visit our website at www.SHARPEnet.com.  ■

How is giving to your 
organization trending 
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Sharpe on the Road

Senior Vice President and Senior Consultant John Jensen will lead a webinar for members of the Association of Lutheran 
Development Executives (ALDE) entitled “The New Tax Law: What It Means for Charitable Giving and What to Suggest to 
Donors” on August 16, 2018. 

On August 17, Jensen will present “How to Work With Seniors: Tips for Identifying, Marketing and Stewarding” at the Midsouth 
Nonprofit Conference hosted by the Memphis chapter of the Association of Fundraising Professionals and Momentum 
Nonprofit Partners.

Joe Chickey, Senior Vice President and Consulting Director, will attend the Colorado Planned Giving Roundtable Summer 
Symposium in Denver, August 22-23.

Sharpe Speakers Bureau
In addition to our popular seminar series (see Page 5), SHARPE Newkirk consultants frequently speak to groups of all sizes 
and at national and professional conferences. For more information, visit www.SHARPEnet.com/speakers-bureau.  ■

Important Dates for Year-End Giving

Fundraisers know that the final three months of 
the year are the busiest for giving to charitable 
organizations. With some sources predicting a 
decline in charitable giving for 2018, this year-end 
season may be the most critical in recent memory 
(see “Philanthropy and Generosity” on Page 2).

Given the importance of year-end giving, several national 
events have been established to help nonprofits promote 
fundraising at the end of the year.

National Estate Planning Awareness Week: October 
15-21, 2018. This week offers an opportunity to partner 
with estate planners in your area to educate your donors 
on charitable bequests and other planned gifts that offer 
income and other financial benefits. Visit www.naepc.org/
affiliatecouncils/awareness. 

National Philanthropy Day: November 15, 2018. 
While your supporters should be recognized throughout 
the year, this day has been set aside to shine the spotlight 
on volunteers and donors. For more information, visit the 
Association of Fundraising Professionals (AFP)’s site for 
this event at https://bit.ly/1wZOIN7. 

#GivingTuesday: November 27, 2018. Coming on the 
heels of Black Friday and Cyber Monday, Giving Tuesday 
encourages donors to add their favorite charities to their 
gift list. www.givingtuesday.org.
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Year-End: December 31, 2018. The charitable giving 
deadline for the roughly 20 million taxpayers who itemize 
charitable gifts is traditionally one of the most generous 
days of the year for online and direct mail gifts.

Tools for increasing year-end giving
Act now to ensure your fundraising plan is designed to maxi-
mize year-end giving. A successful fundraising strategy in the 
final three months of the year could make a real difference in 
your final fundraising numbers for the entire year, especially 
this year when overall giving is expected to decline. 

Contact us for information 
on creating an effective year-end 
communications plan, including 
a printed brochure to rise above 
the chatter of eMarketing and get 
your donors’ attention as they are 
planning their 2018 contributions 
before the tax year ends. 

We have three pre-designed 
year-end brochures that can 
be personalized with your 
organization’s name and contact 
information to expedite your 
year-end marketing plans. For 
more information, visit www. 
SHARPEnet.com/year-end-2018 
or contact us at 901.680.5300 or 
info@SHARPEnet.com.  ■

giving

at Year-End
thanks
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Washington, DC September  12-13, 2018
Memphis January 14-15, 2019 
Washington, DC March 25-26, 2019 
Chicago   July 15-16, 2019

Washington, DC June 5-6, 2019
Chicago  October 3-4, 2019

Chicago  October 4-5, 2018
Washington, DC November 6-7, 2018

An Introduction to  
Planned Giving

Integrating Major and 
Planned Gifts

See full agendas and register at www.SHARPEnet.com/seminars or call 901.680.5300 with questions.

Discover how to build your 
planned giving program. 

Learn the keys to effective commu-
nications with your donors. Exam-
ine the donor lifecycle and explore 
how you can help donors make 
larger gifts today and plan gifts 
through bequests, trusts, gift an-
nuities and other vehicles. Learn to 
work effectively with those 65 and 
older who may comprise much of 
your donor base—or soon will. This 
seminar is appropriate for those 
who are new to planned giving or 
responsible for finding ways to en-
hance an existing program.

Learn how major and planned 
giving can work together.

Discover how to help donors make 
the best gifts based on their age, 
wealth and other factors, while 
meeting your current, capital and 
endowment needs. Learn to lis-
ten for clues to assist donors in 
the best giving options for their 
circumstances so they can make 
charitable gifts that might not oth-
erwise be possible. This seminar 
is for you if your organization has 
both departments and would like 
to bring everyone together, or if you 
or others are responsible for both  
major and planned gifts.

Upcoming Sharpe Group Seminars
Structuring  
Blended Gifts

Explore ways donors can give 
by using a blend of current 
and deferred gifts.

This seminar explains how blend-
ed gifts can make it feasible for 
those balancing multiple financial 
priorities to make larger gifts than 
they thought possible. In the days 
ahead, donors and advisors will in-
creasingly turn to blended gifts to 
reap both current and future bene-
fits. Note that new tax law changes 
will be incorporated throughout the  
presentation. Make sure you’re 
informed so your organization 
doesn’t miss out on this growing 
trend.

“I would take this entire seminar 
over again and learn much more. 
Excellent seminar. Well worth it!”

—Sharon Morrissey,  
Director of Planned Giving,  

Saint Peter’s University
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Charitable Lead Trusts Can Do 
“Double Duty” Under New Tax Law

exemption they were entitled to prior 
to 2018. They’ve become aware they 
will likely owe federal and state estate 
taxes despite the additional $11 million 
exemption that was provided for by the 
Act. Their state also imposes an estate 
tax beginning at much lower amounts. 
Given this reality, they’ve decided it’s time 
to review their estate plans and use their 
expanded gift and estate tax exemption 
as effectively as possible.

David and Lisa both sit on nonprof-
it boards, and each is serving as chair 
of a separate capital gifts development 
effort. They would both like to make 
gifts in the $1.25 million range. Both 
campaigns are open to crediting multi-
year commitments as well as bequests, 
charitable remainder trusts (CRTs) and 
other split-interest gifts at face value 
when donors are age 70 and older.

They’ve received information 
from one of their charitable interests 
describing the advantages of CRTs. 
They’ve rejected this idea, however, 
because they have no need for addi-
tional income that would simply serve 
to increase their income tax burden. 

A practical alternative
Suppose David and Lisa instead cre-
ated a charitable lead annuity trust 
(CLAT) today and funded it with $4 
million from their diversified securi-
ties investment portfolio. The CLAT 

would pay an annuity of 6.25%, or a 
total of $250,000 per year. The annual 
payments would be sufficient to fund 
a charitable commitment of $1.25 mil-
lion each to the two different charities 
over a 10-year term.

For federal gift tax purposes David 
and Lisa are making a $4 million gift to 
their children when they fund the trust. 
They are, however, entitled to a charitable 
gift tax deduction of $2.11 million to ac-
count for the upfront charitable distribu-
tions, leaving a taxable gift of just $1.89 
million in the year the trust is created.

It would require the use of only 
a relatively small portion ($1.89 
million) of their remaining $11 million 
exemption amount to offset the 
taxable gift to their children, resulting 
in a gift of $4 million (more or less, 
depending on the performance of the 
trust assets) to their children in 10 
years at a “cost” of only $1.89 million of 
their exemption amount.

An investment of $1.89 million 
would have to grow at a compound 
rate of nearly 8% per year to be worth 
$4 million in 10 years. The trust, how-
ever, need only earn 6.25% to preserve 
the $4 million initial value of the trust 
for the children. If the trust assets 
were to average an 8% total return 
over the term of the trust, there will be 
more than $5 million remaining for the 
children at its termination. 

August 2018

By Robert F. Sharpe, Jr., Chief Consultant

As the dust settles and the many 
implications of the Tax Cuts and 
Jobs Act of 2017 (the Act) on income 
and estate tax planning become 
increasingly clear, a number of 
new and different uses for familiar 
charitable planning tools are beginning 
to emerge.

Take charitable lead trusts (CLTs), 
for example. In the past, they’ve been 
used primarily as a way to make sub-
stantial charitable gifts before transfer-
ring large amounts of wealth to family 
and others on a tax-favored basis.

In the wake of 2017 tax reform, 
it is becoming increasingly clear that 
CLTs will continue to play an import-
ant role in philanthropic planning. 
CLTs can help donors make larger 
charitable gifts while maximizing both 
their estate and gift tax exemptions 
and the income tax benefits of their 
charitable gifts.

Let’s look at one example of how 
the use of a CLT can help motivated 
donors meet multiple objectives.

Retired couple faces challenges
David and Lisa, both age 65, have re-
cently retired after selling a successful 
business they spent 30 years building 
together. Their net worth is now just over 
$20 million. In past years, they made 
transfers that absorbed the roughly 
$11 million federal estate and gift tax 

Follow Us!
@sharpegroup

www.SHARPEnet.com/blog



Structuring Gifts in Light of  
the Tax Cuts and Jobs Act 
By Kathy Sperlak, Executive Vice President

The Tax Cuts and Jobs Act of 2017 doubled the standard 
deduction, which will mean fewer taxpayers will be itemizing 
their deductions for 2018. Many experts believe this will have 
a significant impact on charitable giving this year. In addition 
to the options mentioned in other articles in this issue, here are 
some suggestions for helping your donors structure gifts that 
will still allow them to make the charitable gifts they would like 
to make.

Qualified charitable distributions from IRAs
Taxpayers who are age 70½ or older are required to take annual 
minimum distributions from their IRAs. These withdrawals 
come with income tax. Many of your donors of this age may 
wish, instead, to make a direct distribution to your organization 
(up to $100,000), reducing the amount they would be taxed.
For information on communications about the Charitable 
IRA to share with donors, please visit www.SHARPEnet.com/
charitable-ira. 

Gifts of appreciated stock
Those who itemize get a double tax benefit from donating 
appreciated stock owned more than a year. They get a 
deduction of the full value of the shares and avoid being taxed 
on the gain. Even those who don’t itemize may benefit from 
donating appreciated stock instead of cash. For example, 
someone who normally gives $2,500 each year could 
contribute shares of stock worth the same amount while not 
having to pay capital gains tax that would be owed if the shares 
were sold (15%).

Visit www.SHARPEnet.com/stock-gifts-tools for 
communications and more information for you to 
encourage gifts of stock.  ■
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Robert Sharpe is 
Chief Consultant at 
Sharpe Group

Kathy Sperlak is 
Executive Vice 
President at 
SHARPE Newkirk.

From that perspective, they see the use of a portion of 
their estate tax exemption as a tax-efficient way to make 
the desired gift to their children when they are in their mid-
40s. The children receive a portion of the funds their par-
ents already planned to leave them while their parents are 
still alive and they are at a point in life where they may need 
additional resources to fund education and other needs.

David and Lisa have, in effect, “accelerated” an inheritance 
to their children in a way that both fulfills their charitable inten-
tions and eliminates a significant potential estate tax liability. 

Unexpected income tax benefits
From an income tax planning standpoint, note that the an-
nual lead trust payments are not considered income to Da-
vid and Lisa. This means the payments are not taken into 
account for purposes of adjusted gross income (AGI) char-
itable contribution limits or Medicare taxes on unearned 
income. The payments also don’t serve to increase their 
AGI for purposes of phasing out certain other tax benefits. 
This strategy also allows them to deduct their other chari-
table gifts rather than having the lead trust payments use 
up their charitable deduction AGI limits.  

For donors who don’t itemize their tax deductions, a 
CLT may be attractive as a way to achieve benefits that 
are much the same as those they would enjoy if they item-
ized. That is because not receiving income is the same as 
receiving it and being able to fully deduct it. I believe this 
strategy will be used in combination with donor advised 
funds (DAFs) to help donors achieve the equivalent of full 
deductibility of gifts, the timing of which they can effective-
ly control through the DAF.

Assets do double duty
This case illustrates just one of many ways effective 
charitable gift planning will continue to help philanthropically 
inclined individuals make meaningful charitable gifts in 
ways that allow assets to be used for the benefit of both 
charitable interests and loved ones while maximizing all 
available tax benefits.

This article is based on an article originally published in 
the July 2018 Trusts & Estates magazine. Visit http://www.
wealthmanagement.com/estate-planning/charitable-lead-
trusts-can-do-double-duty-under-new-tax-law to read the 
original feature.  ■
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Sharpe Newkirk 5-Day Comprehensive 
Seminar

Join us next January in Orlando for the Sharpe 
Newkirk 5-Day Comprehensive Planned Giving Seminar.

January 21-25, 2019
Holiday Inn Orlando – Disney Springs Area

 In-depth coverage on tax law and how it may affect 
charitable giving.

 Phenomenal presenters who bring real-life, hands-
on experience.

 Perfect for those new to charitable gift planning or 
who would like a refresher course with new tax law 
information.

Visit www.SHARPEnet.com/seminars for more 
information. Or contact us at 901.680.5300 or 
seminars@SHARPEnet.com.

Washington, DC September  12-13, 2018
Memphis January 14-15, 2019 
Washington, DC March 25-26, 2019 
Chicago   July 15-16, 2019

Washington, DC June 5-6, 2019
Chicago  October 3-4, 2019

Chicago  October 4-5, 2018
Washington, DC November 6-7, 2018

Sharpe Gift Planning Seminars
Development executives have relied on Sharpe Group for premier training since 1967. Increase your understanding of gift 
planning techniques and help your program reach its full potential by attending these Sharpe Gift Planning Seminars. Please 
see Page 5 for more information.

See full agendas and register at www.SHARPEnet.com/seminars or call 901.680.5300 with questions. 
Registration is limited to allow interaction between participants and instructors. Act now to ensure your spot.

An Introduction to  
Planned Giving
New York  October 13-14

Integrating Major and 
Planned Gifts
An Introduction to Planned Giving

Structuring Blended Gifts


