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The Community Foundation for Ireland is an ambitious organisation. For philanthropy to thrive in Ireland we would like to see the following and outcomes:

· Philanthropy being supported by a favourable tax regime

· Endowment funds being better understood and supported by Revenue as a means of sustaining charities and charitable giving within a long-term context
· Community philanthropy would provide new sources of finance for rural Ireland and the most at risk groups in society
· Philanthropy could help deliver a world-class education system
· Creativity being introduced which helps unlock monies for philanthropy over the next decade – monies which otherwise may (and already almost certainly are) being lost to overseas tax havens

· Recognition and support/promotion of a culture of philanthropy as a good thing for Ireland
· Irish people generally beginning to look more strategically at their charitable giving. Charitable giving increasing from an estimated €500m in 2006 to €1bn within 5 years – bringing us closer to UK levels - with large scale philanthropy being the main driver of this increase. Source Amárach Consulting 2006
As USA Ambassador Thomas F. Foley said in a recent (February 2008) philanthropy symposium: “For philanthropy to thrive, five things must be present:
· a generous culture

· financial capacity

· philanthropic infrastructure

· supportive public policy and

· supportive public attitudes.

“Generosity and capacity are already very much present in Ireland. Philanthropic infrastructure is developing rapidly. The challenge we hope to address is what initiatives can be undertaken to design policies and develop public opinion in ways that will best support growth of philanthropy in Ireland.”

Philanthropy generally has the power of helping ‘to keep the overall tax burden low and implement further changes to enhance the rewards of work while increasing the fairness of the tax system’. It does this very simply through the redistribution of wealth from sources additional to the general taxation system which can help take the pressure off taxation as the only source of income for social services. Ireland is far more dependent on central government for funding of social services.
Particular suggestions from The Community Foundation for Ireland are as follows:

Under Section: Review all tax expenditures with a view to assessing the economic and

social benefits they deliver and to recommend the discontinuation of those that are unjustifiable on cost/benefit grounds;

· Abolish the tax cap introduced in the 2006 Finance Act. While a number of donors are structuring their giving to get the max benefits from this, it is hitting the making of very large donations - The Finance Bill 2006 introduced a new Section 485C that placed a restriction on the use of tax relief schemes by high income earners and included donations in the list of tax relief schemes covered by this section - which effectively caps the amount of tax relief that high income taxpayers can claim. It is our view that this new legislation which came into effect in 2007 limiting the tax relief on charitable donations needs to be reviewed. Individuals with income in excess of €250,000 who have specified tax reliefs available to them will be restricted in the amount of tax relief they can claim each year.  The specified reliefs that a person will be able to apply against their taxable income will be restricted to 50% of their gross income in any one tax year. The donation scheme is fundamentally different from other tax reliefs since there is no benefit to the donor other than the tax relief. Logically it should not be compared to a property based tax relief where the taxpayer owns the property and gets the tax relief. We are seeking to have this cap removed as it is a retrograde step that will slow down the making of substantial gifts. 
As a possible result of this and lack of tax relief for donations of assets no known (to The Community Foundation) family foundations were established in 2007 or as yet in 2008. Please note there are over 34,000 such foundations in the USA and pro rata that would suggest we could have approximately 500 here. The 34,000 family foundations in 2005 in USA, collectively held $233 billion in assets and made $14 billion in grants. If we are to replicate the UK, we could be looking at as many as 1,500 family foundations. Sources:  National Philanthropy Trust - www.nptrust.org, and www.cass.city.ac.uk/cce/pdf_files/famfoundationphil.pdf
· Abolish the rule which states that "(3A) (a) Notwithstanding any other provision of this section, where the aggregate of the amounts of all donations made by an individual in any year of assessment to an approved body or approved bodies with which the individual is associated is in excess of 10 per cent of the total income of the individual for that year of assessment, the amount of the excess shall not be treated as a relevant donation for the purposes of this section. This inhibits those most closely associated with an organisation from giving at high levels- such people are typically among the greatest donors as a result of their passion for the organisation – at the very minimum it suggested not to include those who are not salaried by the organisation but are volunteers at a board or other capacity. This is a view shared by all representative groups for the sector in Ireland including ICTR, The Wheel, Fundraising Ireland and other individual charities.
· Introduce Capital Gains Tax relief for those who have sold an asset and who want to make a significant donation with part of that windfall or who want to establish their own foundation or Donor Advised Fund – with for example a community foundation. Large scale philanthropy in Ireland will take off when people start giving away their assets instead of simply giving from income. Such a move has been recommended by many of the professional advisors met by The Community Foundation in recent years. A 2007 UK report referred to: ‘The number of wealthy generating their assets through liquidity events – the ‘new’ wealthy - is on the rise. These liquidity events could be proceeds from the sale of a company, large corporate compensation packages, considerable pay and bonuses within the financial services and other professions – and even divorce. 30 years ago the majority of wealth was inherited; now the majority is self-made. These self-made entrepreneurs shy away from the traditional ‘stewardship’ model whereby wealth is to be passed onto their children; instead they are more apt to spend it during their lifetime, and are increasingly keen to apply their business acumen (and wealth) to the charity sector ‘– Source Barclays Wealth Insights, September 2007. This option is not automatically considered in Ireland, but if the CGT relief were introduced advisors would then be far more likely to put the option on the table.

· Introduce charitable remainder trusts: A Charitable Remainder Trust (CRT) is established for the life of the donor (also trustor or grantor) and/or for the life of any beneficiary(-ies) and is irrevocable. While there are certain changes that may be made, once the trust is established, it cannot be revoked. If it is desired, the income period of the trust can be established for a specified period of time not to exceed twenty years. The twenty-year maximum (USA) does not apply if the trust life is based on the life expectancy of the income beneficiary(-ies). 
Because the income is paid to one or more parties and, at the end of the trust's life, the principal and any undistributed interest is paid to a different party, a charitable remainder trust is called a split interest trust. The income portion of the trust may be either an annuity income or a unitrust income.

An annuity income is calculated at the time the trust is established in the trust agreement. It is a fixed amount of dollars based on the then market value of the trust. If the assets of the trust go up in value, the income portion does not change.

With a unitrust, the assets of the trust are revalued annually and the percentage rate established in the trust agreement determines the dollar amount of the unitrust interest. If the value of the principal in the unitrust declined, the value of the interest portion of the unitrust would decline as well. The unitrust interest value would increase if the value of the trust assets increased. 

A charitable remainder trust is an attractive planning tool for the disposal of highly appreciated assets. 
Net Income Charitable Remainder Trust (NIMCRUT) 
This variation provides that either the specified fixed percentage of the trust assets or the net income of the trust is distributed to the beneficiary, whichever is less. This type of trust is often used to handle real estate as there is no fixed distribution requirement, giving the trustee time to arrange an orderly sale of the property. A net income charitable remainder unitrust can be an excellent way to donate appreciated property and turn it into an income stream as well as acquire tax benefits. Source: http://www.csun.edu/ua/development/plannedgiving/pg_crt_more_info.html - 
Charitable remainder trusts are a major source of funding for philanthropy overseas and provide an option for people of all means - with an asset – to make a contribution to society. Further information in Appendix 1
· The Academic World – Taxation Support for Major Endowment Building 
Endowment fund building is seen as hugely significant for the creation of world class universities. ‘The Committee recognises the benefits of endowment funding, and recommends that universities should continue their efforts in this area. The Committee believes that in the longer term there is no reason why it should not become a more significant part of university funding than is now the case’.

Source: Enterprise, Transport and Lifelong Learning Department - Higher Education and Science Division February 2004

It should also be noted that many universities see endowment fund building for bursaries as a key tool for helping to broaden access to education and ensure that those from the social groups not as well represented at university can have an opportunity to apply.
· Support development of endowments at a local level by providing specific supports for the establishment of county funds across Ireland. As a practical example of what can be done in this area, the following is an extract from a recent UK report.

	

	The UK Community Foundation Network (CFN) has welcomed the publication by Government of plans for a £50m challenge fund to promote local charitable giving, by enabling philanthropists to treble the value of their donations. CFN believes that the programme has the potential to completely transform local charitable giving, by leading to the creation of over £1 billion in endowment funds for local communities.

The guidance for the planned endowment challenge programme, published by the Office of the Third Sector, is designed to incentivise philanthropists to support small community projects and is a highly innovative part of its new £130 million “Grassroots Grants” programme, which also includes an £80 million three-year small grants programme.

It draws heavily on the results achieved by the network of 56 community foundations through around a dozen previous but much smaller challenges, which helped the foundations grow to the point where across the UK they invested in excess of £75 million last year in work to strengthen communities. 

The £50m endowment challenge programme – by far the largest such fund ever proposed - will be used to create a direct cash incentive for private philanthropists to give money to build up, on behalf of communities, large cash funds. The income from these funds is then to be managed by organisations - such as community foundations - to provide long term, sustainable, financial support to a wide range of local community organisations and initiatives. When the cash from the three-year small grants programme comes to an end, the hope is large privately funded, income-generating endowment funds will be in place to provide continuing financial support. 

Running until March 2011, under the rules proposed for the scheme, higher rate taxpayers could see their net gifts increase by up to 333% as gift aid is topped up by up to £1 of government money for every £1 given, after gift aid has been added. This could mean that, for a donation that costs £77,000, local charities could receive £256,000 although more commonly under the guidance the figure would be £192,000.

Stephen Hammersley, Chief Executive of Community Foundation Network, says: “This is a remarkable initiative with the potential to transform local charitable giving. 16 years ago a similar investment of £2m was made and the 3 community foundations involved now manage over £65m of endowment, generating well over £3m of charitable investment in local communities every single year. On this basis the £50m challenge should be the springboard to over £1.5bn of community endowment in England. Our experience shows that private donors value the opportunity to give something back to their local communities. This scheme will give them considerably more bang for their buck. What is key, however, is the provision of a one-stop shop for donors which ensures any donation goes directly to results-orientated dynamic local organisations with the ability to make the most of their money. We are delighted that the Government is learning from the experience of community foundations to encourage giving in a way that is sustainable for the long term.”


The UK government has put a major focus on increasing the level of giving in the UK. With the Charities Bill here in Ireland nearing enactment, perhaps now is the time to focus on philanthropy and increasing the level of giving to UK levels where it is more than double the Irish level.  We will of course be making a pre-budget submission and look forward to your active support for important element of a vibrant, modern and fair society.
Source: Community foundation Network (UK) Newsletter May 2008

Additionally:

‘Emerging rural philanthropy by building endowment funds is democratic and visionary. It counters the discouragement that can infect rural areas by marshalling local resources for long-term change. It changes the language of these communities from a focus on what the community lacks – deficits to what the community has – assets. And it generates new, permanent resources in places where they did not exist before. Rural philanthropy is proving to be a powerful tool, and one that is here to stay’.

Source: The Power of Rural Philanthropy by Alan McGregor, Director of Philanthropic Programs, Southern Rural Development Initiative and Bethany Chaney, Consultant, Southern Rural Development Initiative (USA)
Please note: That all of the above initiatives could have a positive effect re: ‘investigate fiscal measures to protect and enhance the environment including the introduction of a carbon tax’.

There are currently no dedicated non-governmental environmental funds or foundations or even foundations with part of their funding available for environmental initiatives in Ireland.

In relation to ‘considering options for the future financing of local government’ philanthropy also has a potential role to play by entering into part funding arrangements. A number of foundations and charities partnered with the Dormant Account Funds in 2006 on major charitable projects under the auspices of Pobail and this could form a model for future partnership with local government – but the precursor is more philanthropic entities are required – which in part needs tax and moral support from the government.

For your additional information:

The Community Foundation for Ireland was established in 2000 as a donor services and grant-making organisation. Since then individuals, families, businesses and other institutions have set up charitable funds under the umbrella of The Foundation. The Community Foundation helps people to engage in more effective and rewarding philanthropic activity by connecting donors to the most deserving and impactful causes throughout Ireland. 

	Community Foundation Board 2008

	

	Brian Wilson (Chair), Former Group General Manager of AIB in Great Britain and Managing Director in Ireland

	Sister Stanislaus Kennedy, Focus Ireland, Immigrant Council of Ireland

	Brian Geoghegan, Chairperson, MRPA Kinman; Director, LeasePlan Ireland

	Harry Byrne, European Economic & Social Committee

	Anna Lee, Manager of the Tallaght Partnership

	John Dunne, CEO, Chambers Ireland

	John Hynes, Retired CEO of An Post

	Adrian Crawford, Tax Partner, KPMG

	Eamonn Heffernan, Non Executive Director Irish Life & Permanent and former Partner with Mercer Human Resource Consulting

	

	Chris Horn, Iona Technologies

Former Chairperson, now Goodwill Ambassador

	John Gallagher, Crownway Investments and Jurys Doyle Hotel Group

Former Chairperson, now Goodwill Ambassador


Contact details:

Niall O'Sullivan,Head of Fund Development 

The Community Foundation for Ireland
32 Lower O Connell Street
Dublin 1 

Tel: + 353 1 874 7354 

Fax: + 353 1 874 7637
Email: nosullivan@foundation.ie 
Visit www.communityfoundation.ie for more information
Appendix I
Advancing Philanthropy through Real Estate Equity

The process begins by identifying the asset to be donated and the qualified recipient organization. The tandem use of Silicon Valley Community Foundation’s Real Estate Trust and a donor advised fund results in your client having the flexibility to use any income generated by the property and the proceeds from the sale of the property to support charitable organizations of his/her choice.

The seasoned development staff of the community foundation, experienced in the nuances of accepting real estate gifts, allows the Real Estate Trust to accept gifts of raw land or commercial, industrial and residential properties. Their efforts, in concert with your client’s own professional advisers, can affect the donation in a simple, straightforward manner. To plan properly for a significant gift, the donors should allow themselves three to four months to completely wrap up all details.

Depending on the type of property being donated, your client will need to assemble the following documents:

· An appraisal consistent in substance and principles with the Uniform Standards of Professional Appraisal Practice (USPAP) dated no earlier than 60 days before the date of the gift and no later than the due date of the tax return reporting the gift 

· A clean Phase One environmental report 

· Current deeds and legal description of the property 

· Property leases, if the property is leased 

· Property tax bill 

· A signed donor statement 

· Property insurance policies 

· A preliminary title report 

A new requirement imposed with the passage of the Pension Protection Act of 2006 requires that all donors making gifts to donor advised funds receive affirmation from the charity that upon their contribution, the charity has full control over the asset it receives.

Generally, it is simplest to donate unencumbered property because the tax treatment of encumbered real estate gifts can be problematic and may result in a "bargain sale" to the extent of the debt on the property. The charitable gift will trigger the due-on-sale clause found in most mortgages, resulting in the requirement for an immediate debt repayment. This further complicates the transaction from a tax and real estate financing perspective.

The Charitable Partner 

An alternative to an outright gift, particularly if your client wants to retain control of the property, is to create a limited partnership in the real estate asset with the charitable organization. In this case, the Real Estate Trust receives a limited partnership interest and the donor receives a charitable deduction equal to the fair market value of the share donated. 

Creating an Income Stream for Life or a Legacy 
Interests in real estate can also be used to fund charitable trusts: either a charitable remainder unitrust or a charitable lead unitrust. Each meets a different estate and tax planning objective. 

Income producing property can be used to fully or partially fund either a charitable remainder unitrust designed to provide an income stream for the donor, or any income beneficiary your client chooses. At the end of their life, your client can transfer the remainder interest transfers to the institution of his or her choice. 

A similar approach can be used to fund, either fully or partially, a charitable lead unitrust, which first provides income to a charity, then provides a lump-sum payment to your clients, their children, grandchildren or any other beneficiaries they choose.

Lead trusts can substantially mitigate gift and generation-skipping taxes, making it easier to establish legacies for children or grandchildren. 

Donations of appreciated real property are becoming an increasingly attractive vehicle to achieve life time charitable and estate planning objectives. For those of you with clients who are sophisticated and successful real estate entrepreneurs, these gifts can become the capstone of a career by providing for communities in which the wealth, the successes and the passions have been spawned.

Source: http://www.siliconvalleycf.org/enewsletter2articles/community_may_2008i.html
