Episode transcript

Philanthropy as a Mirror: Building Identity Through Giving



00;00;00;02 - 00;00;19;23
Unknown
Welcome back to the Ascent podcast. In episode one, we went over family learning, family education, and episode two. We talked about rising churn and how to bring the next generation into the fold. We're going to get a little bit more granular with this and talk about philanthropy. Philanthropy, we found, is what brings values to life in a family.

00;00;19;29 - 00;00;26;10
Unknown
It unifies families. You can allow families to talk about things and really see the benefit of their wealth to others.

00;00;26;13 - 00;00;41;21
Unknown
Today we're going to talk about mission and governance, tax implications and really what philanthropy can do for your family. So with me to discuss these topics are two of my esteemed colleagues, Tom Tiegs, managing director of Leadership and legacy, and Justin Flack, managing director of wealth strategy.

00;00;41;22 - 00;00;44;20
Unknown
So, Tom, tell us a bit about yourself. Yeah. So as,

00;00;44;20 - 00;01;01;28
Unknown
managing director of Leadership and legacy, I help families navigate some of the non-financial aspects of wealth and what that means is I help them with family governance and communication, decision making and family education, along with setting up structures for family foundations. Okay. Yeah.

00;01;01;28 - 00;01;02;23
Unknown
As managing director.

00;01;02;23 - 00;01;04;00
Unknown
Well, strategy,

00;01;04;03 - 00;01;15;05
Unknown
one of the roles that I play for our team is helping clients establish and administer structures that they use to manage their wealth and so that can be things like trusts and foundations.

00;01;15;09 - 00;01;22;04
Unknown
For a lot of families, philanthropy is a very core part of how they use their wealth to impact their family and their community.

00;01;22;07 - 00;01;31;18
Unknown
And one of our roles is to help them move beyond just the structure and the tax implications of those those entities and really live their values in their philanthropy. Yeah.

00;01;31;18 - 00;01;44;03
Unknown
Just you mentioned in episode one that family sells a business, and it's a big splashy deal that all of a sudden everybody's coming out of the woodwork asking them for money or they pick up their dinner bill or whatever it happens to be.

00;01;44;06 - 00;02;06;12
Unknown
And that happens. And it's I think it's really easy to give away money. Very easy. It's really difficult and really difficult to extreme. It's more difficult to give away money with purpose and to see value in the money that you're giving away. So this is the families that we talk with. We talk about the first place where values become tangible.

00;02;06;14 - 00;02;12;25
Unknown
Talk to me a little bit about what that means and why that's relevant for this discussion. Yeah. And one thing to note,

00;02;12;28 - 00;02;24;22
Unknown
there's no bad way to give away money from a philanthropic standpoint, right? So I agree, there's bad you give away money to organizations. That's for utilize it appropriately or in line with your vision. That's that's fair.

00;02;24;22 - 00;02;30;07
Unknown
I think what I would say is having the intention to give away. There's no bad way of having that, right.

00;02;30;10 - 00;02;45;15
Unknown
Where we can help provide a little more structure and where we can get to a place that you're talking about, John, and this idea of making sure that the money has an impact is when the family really understands why they're giving the money away and what impact they're trying to have.

00;02;45;17 - 00;03;05;08
Unknown
Again, nothing wrong with checkbook philanthropy if you're giving to organizations you care about. But if you take a deeper dive into philanthropy and really understand what the dollars are doing, how those dollars are being used by the organizations you're supporting, and the impact that support is having not only on the community at large, but also on the values you're trying to,

00;03;05;11 - 00;03;07;00
Unknown
develop and foster within the community.

00;03;07;05 - 00;03;35;14
Unknown
You're having much more effective, impactful philanthropy, right. And so it is it's a difference in degrees, right? There's no wrong way to to give to good organizations, but there's a better way to have a deeper impact. If you can put more structure on it. And that comes back to values. One of the first steps we we take when we're putting a foundation together with a client is to have them develop a mission statement or a value statement, really get organized around what they want to support, how they want to support it.

00;03;35;16 - 00;03;42;16
Unknown
The how can come a little bit later. But you do want to have some concept, you know, in terms of like the how instructors, what kinds of gifts you want to given the size.

00;03;42;19 - 00;03;50;23
Unknown
That can come a little bit later, but you do want to have some idea of the how at the early stages, but really understanding what's meaningful to you, what's meaningful to your family?

00;03;50;24 - 00;03;57;26
Unknown
Give us some examples. What is that? So a family has values. They've determined their values. What are those values? Yeah. Sometimes,

00;03;57;26 - 00;04;02;07
Unknown
I've worked with families before where one of their key values is supporting,

00;04;02;10 - 00;04;06;21
Unknown
their employees and the neighbors neighborhoods that they work in. So they would have,

00;04;06;21 - 00;04;07;12
Unknown
operations,

00;04;07;12 - 00;04;09;14
Unknown
throughout a region. And,

00;04;09;14 - 00;04;12;25
Unknown
they understood that a lot of their employees maybe had lower income levels.

00;04;12;27 - 00;04;24;06
Unknown
And they, they there was they would pay them well. Right. But health care was often difficult because they were in maybe a more rural area. And so one of the things a family would do is they would support heavily,

00;04;24;09 - 00;04;30;04
Unknown
health care operations to try and get maybe clinics in those areas to provide additional support to their employees.

00;04;30;08 - 00;04;37;12
Unknown
So for them, employee welfare was a key value because they understood that the employees were helping provide value to the family's company.

00;04;37;15 - 00;04;39;13
Unknown
There's others where it's it's,

00;04;39;13 - 00;04;43;10
Unknown
you know, families will say, I support social justice. And so they might use,

00;04;43;13 - 00;04;44;10
Unknown
funds to,

00;04;44;10 - 00;04;52;10
Unknown
support current causes that are going on and whether it's in the news or other organizations that that help support social justice and civil rights.

00;04;52;10 - 00;05;10;26
Unknown
So it can be as high concept as that or as granular as I live in this community, I want to support the people in this community. I'd love to share some nuance with that, too, because I think this is a place where I see families struggle. You talked about creating a mission statement, mission and vision and values and one place families get hung up is what's,

00;05;10;28 - 00;05;12;20
Unknown
mission and vision we can all get behind.

00;05;12;20 - 00;05;19;01
Unknown
Yeah. What's something that we can agree on? And it often lands on help the community and that you talked about,

00;05;19;01 - 00;05;34;19
Unknown
pretty broad. It's a pretty broad. Right. And so that's that's the challenge here in defining that is you have this broad we want to help the community. Well which community how far out. And we then so I think what we try to do with families is where do we narrow that scope.

00;05;34;20 - 00;05;35;11
Unknown
Is it,

00;05;35;14 - 00;05;45;00
Unknown
are you helping the national community, the state community, the local community, the international community even? Right. And what,

00;05;45;00 - 00;05;53;18
Unknown
what I try to advise families to do is think about what your values are at a high level, but then start drilling down. Yeah. So, you know, sometimes we'll end up with,

00;05;53;18 - 00;05;57;24
Unknown
a very noble mission statement of, we want to make the world a better place.

00;05;57;26 - 00;06;20;01
Unknown
Okay. How do we how do we do that? Right? Especially if you're creating that mission for future generations. How did they interpret that? That can go a lot of different ways. And so I would I think the nuance that I'd like people to walk away with is there are additional steps here than starting with a broad mission. I think, you know, I think you're I think you're right.

00;06;20;07 - 00;06;24;22
Unknown
Yeah. And I think even even as you think about you talked thinking about,

00;06;24;24 - 00;06;29;20
Unknown
how do you help the community internationally, nationally, regionally, locally, you know, how how

00;06;29;20 - 00;06;40;06
Unknown
are you define that for for family foundations or family philanthropy? It doesn't have to be as discreet as I want to support health care in this region. And that's the extent of your philanthropy.

00;06;40;06 - 00;06;44;03
Unknown
Your philanthropy can be broader than that. And you can have a different,

00;06;44;06 - 00;06;53;22
Unknown
value that you want to live or a value cause that you want to support at each of those levels. Right. It might be that I want to support one thing on a national level, but I want to get more granular when I get to my community.

00;06;53;27 - 00;06;59;13
Unknown
And again, that's all part of those discussions you're having with families as you want to shape and understand,

00;06;59;15 - 00;07;09;02
Unknown
what you're trying to do. I mean, I have had a family have passed through one of their because of health care concerns in their family. They had a lot of folks who were dying of heart related issues. And so they wanted to to really,

00;07;09;02 - 00;07;10;04
Unknown
sponsor,

00;07;10;07 - 00;07;14;16
Unknown
research into medical care on a variety of,

00;07;14;16 - 00;07;15;29
Unknown
heart related health care issues.

00;07;16;01 - 00;07;35;08
Unknown
The problem was the community they lived in, and their initial mission statement was, we want to support our community. Well, there wasn't a lot of research being done in their community, and so they had to broaden that scope and say, okay, for our community, we want to maybe support this. But when it comes to doing research on health care issues, we want to look more globally or more nationally for the right resources to support.

00;07;35;12 - 00;07;37;08
Unknown
Yeah. You gave a great example of why,

00;07;37;08 - 00;07;43;23
Unknown
I said to drill down, but I don't think they should drill down too far to make it restrictive. Yeah, because I've worked with,

00;07;43;23 - 00;07;55;01
Unknown
family foundations in the past where the documents, the foundation documents are very restrictive and they are not open to interpretation. And so that limits what those family members can do with those funds.

00;07;55;01 - 00;07;56;09
Unknown
So I do think,

00;07;56;12 - 00;08;11;11
Unknown
there's a middle ground, I think to two broad. It's hard to know what to do with that. Two specific about your focus and your mission and vision limits what you're able to do and how you can interpret that. So before we drill down further, I want to go in a cul de sac real quick.

00;08;11;11 - 00;08;11;27
Unknown
Yeah.

00;08;12;00 - 00;08;25;24
Unknown
There's two primary ways that people can establish structures for philanthropy. The donor advised fund in a foundation, positives and negatives to each. And I know each you know there and there may be both within a single family unit. Yeah.

00;08;25;24 - 00;08;32;19
Unknown
How do you how do we how should we think about DCFs versus, foundations? Yeah, that's an entirely different 30 minute podcast that we could do.

00;08;32;20 - 00;08;36;26
Unknown
Well, I'll get to that. I'll give you a short version. Right. Yep. And I think we're going to link some resources,

00;08;36;26 - 00;08;39;19
Unknown
on on the episode as well, so folks can dig in on their own.

00;08;39;22 - 00;08;44;26
Unknown
Both serve a purpose. And in fact, a lot of families do use both structures. The donor advised fund, our private foundation.

00;08;44;29 - 00;08;50;13
Unknown
A donor advised fund is an easy entry point for a lot of families to start getting organized around their philanthropy.

00;08;50;17 - 00;08;51;26
Unknown
You're essentially giving,

00;08;51;26 - 00;08;57;24
Unknown
a donation to a supporting organization that will maintain those funds, and you can invest them while they're there.

00;08;57;27 - 00;09;09;03
Unknown
And it allows you to distribute them over time. Right. One of the primary benefits is you don't have to upfront identify who you are going to be giving the money to. You can take time, and you can build some structures that are very similar to the governance structures.

00;09;09;03 - 00;09;12;00
Unknown
You might build around a foundation over those funds.

00;09;12;03 - 00;09;14;05
Unknown
The tax deductions are a little different between,

00;09;14;05 - 00;09;19;12
Unknown
a donor advised fund. There are these are primarily front loaded. It's all front loaded right when you make the gift. And then there's,

00;09;19;12 - 00;09;23;00
Unknown
depending on your AGI and the type of gift you're making, you get different,

00;09;23;00 - 00;09;26;17
Unknown
tax deductions, whether you're giving to a donor advised fund or to a private foundation.

00;09;26;21 - 00;09;36;04
Unknown
Can the manager constrain who you give your funds to out of a if they can. And that's something that I think you really want to be careful in selecting a donor advised fund sponsor.

00;09;36;07 - 00;09;41;26
Unknown
When you're when you're deciding where you want to give to a lot of donor advised fund sponsors are,

00;09;41;26 - 00;09;43;17
Unknown
regional charitable foundations.

00;09;43;17 - 00;09;51;29
Unknown
They would typically will not tell you that you can't give funds to someone outside the region, but obviously their purpose is to support charities within the region.

00;09;51;29 - 00;09;53;00
Unknown
And so,

00;09;53;03 - 00;10;00;20
Unknown
and there's other donor advised funds that are national in scope. Right. But they they technically are the owner of the funds. And so if they don't agree with where you want to give the funds,

00;10;00;23 - 00;10;04;14
Unknown
they can tell, you know, or if you want to structure a gift in a particular way,

00;10;04;17 - 00;10;07;00
Unknown
you may lose some ability to structure gifts,

00;10;07;03 - 00;10;09;21
Unknown
when it's in a donor advised fund.

00;10;09;23 - 00;10;22;28
Unknown
That being said, most community foundations are running. Donor advised funds are pretty user friendly. They will not only work with you in most cases to support the organizations you want to support, regardless where they're located. They'll also work with you if the account's large enough to have you,

00;10;22;28 - 00;10;25;14
Unknown
oversee the investments with an investment advisor of your choosing.

00;10;25;14 - 00;10;36;22
Unknown
So there's there is more flexibility there than sometimes you hear around the negatives around a donor. And can it also remain anonymous so you can give out of the DAP without exposing yourself? Exactly. So this is something that a lot of folks,

00;10;36;24 - 00;10;42;24
Unknown
get tripped up on, because they may have the donor advised fund as their primary source of philanthropy, and they really get irritated when

00;10;42;27 - 00;10;45;00
Unknown
they make that gift to the charity they support.

00;10;45;08 - 00;10;49;29
Unknown
And the charity gets a check saying, congratulations, you've received a donation from the Fidelity Charitable

00;10;49;29 - 00;11;00;27
Unknown
Foundation. And the client's like, wait a second. That was in honor of my kid, and I supposed to have my name on it? It's like, well, it's simply a transaction from the current owner or the assets, in this case, the fidelity, Foundation.

00;11;00;27 - 00;11;06;04
Unknown
Right. But if you want to be anonymous, it's a very good if you want to be anonymous, it's a fantastic tool. And that's actually what a lot of,

00;11;06;04 - 00;11;12;28
Unknown
folks use funds for when they have private foundations. So a private foundation is an entity your family controls,

00;11;13;01 - 00;11;18;17
Unknown
that has certain responsibilities every year to give to charitable organizations.

00;11;18;19 - 00;11;22;13
Unknown
Generally 5% of the value of the foundation.

00;11;22;15 - 00;11;25;12
Unknown
You get an upfront deduction for making a gift to the foundation.

00;11;25;19 - 00;11;30;08
Unknown
There are a lot of IRS rules and regulations on how that foundation has to, to operate.

00;11;30;11 - 00;11;33;14
Unknown
Some folks will say that makes the foundation a little more,

00;11;33;14 - 00;11;42;01
Unknown
burdensome to operate. Oftentimes when you dig into that, when you work with the right kind of partners, they can make a foundation as easy to operate as a donor advised fund, right?

00;11;42;01 - 00;12;01;10
Unknown
You can make it as complicated or as easy as you want to, as long as you're following the rules. But where a lot of folks use donor drive on some private foundations together is exactly what you're talking about, John. They will. If they want to be anonymous, they'll make a gift from their private foundation to their donor advised fund and then have their donor advised fund make the gift to the charity on which they want to be anonymous.

00;12;01;12 - 00;12;04;09
Unknown
That's one that's a great way to use the two in concert.

00;12;04;12 - 00;12;06;08
Unknown
I'd love to throw in something in also about,

00;12;06;08 - 00;12;09;01
Unknown
private foundations. If you have,

00;12;09;01 - 00;12;10;14
Unknown
a foundation, you can use it.

00;12;10;14 - 00;12;21;04
Unknown
Last time we got together, we talked about family, education. A foundation is a great place to set up family education and involve next generations and,

00;12;21;07 - 00;12;23;15
Unknown
build out a board of directors and learn the process.

00;12;23;15 - 00;12;25;27
Unknown
Governance. So I think,

00;12;26;00 - 00;12;32;05
Unknown
you don't necessarily get that with exactly donor buys. You can you can to a degree mirror it and a donor advised fund. But,

00;12;32;08 - 00;12;34;24
Unknown
this is something we've talked about a lot when we talk to clients.

00;12;34;27 - 00;12;42;01
Unknown
If it's not required, you don't always do it. Right. And so if you try and use a create a board structure or a

00;12;42;01 - 00;12;47;18
Unknown
next gen structure around a donor advised fund, it's not required that that you have that structure.

00;12;47;24 - 00;13;07;11
Unknown
And as a result, it kind of it drifts. Yeah. Right. If you're not required to do that administration, if it's not required of you, so many families that we work with just decide not to do it. Exactly. And so yes, you could set up those structures, but usually if there's not this push and need to have it done exactly, they won't do it.

00;13;07;12 - 00;13;20;24
Unknown
Yeah. So either one requires values missions. Yeah I think either one. Yeah. Because at the end of the day you're still giving for the purposes you're intending to give. So they both require values and missions. They both have good benefits. They both have some drawbacks. And I think,

00;13;20;24 - 00;13;28;18
Unknown
what's really important is that as a family, you don't just pick a structure, you pick the structure that meets the needs of what your family is trying to accomplish.

00;13;28;18 - 00;13;32;10
Unknown
And so that's where talking to your advisors and really understanding the options is, is,

00;13;32;10 - 00;13;50;05
Unknown
a good way to proceed? Thanks. I was less than 30 minutes. So, if we so we go back into the actual, implications of practicality of philanthropy within a family when families decide they're going to be philanthropic, which, I mean, it takes some families a while to evolve to them.

00;13;50;05 - 00;14;02;08
Unknown
Some never do, and some are straight away. And so that's all good. But within the family, you build emotional intelligence. You build things that were cohesive. So talk a little, talk a little bit about that. I love this question tying,

00;14;02;08 - 00;14;13;12
Unknown
philanthropy to emotional intelligence. I think it's a great way to to talk about the benefits of giving together, because one of the key aspects of emotional intelligence is empathy.

00;14;13;12 - 00;14;16;12
Unknown
Me being able to understand you and your situation,

00;14;16;15 - 00;14;34;29
Unknown
giving to others in need is a great way to build empathy and understand the situation. Even doing the research to figure out what are the needs that are out there is a huge benefit. I worked with this family who decided to start doing more shared giving or family giving, or at least talk about their giving together.

00;14;35;06 - 00;14;35;27
Unknown
And this is about,

00;14;36;02 - 00;14;40;21
Unknown
five years ago, and one of the activities they did in a family meeting was to say, hey, we

00;14;40;21 - 00;14;52;16
Unknown
it was at that time, I think grandma said, I will fund money for every grandchild to donate to an organization. But what they were required to do is do some research and go find organizations and tell the rest of the family.

00;14;52;22 - 00;15;13;28
Unknown
Why am I giving to this institution? And that activity absolutely builds emotional intelligence. It also created experiences for them to have to present and to create things. And you saw different styles for the kids. And to this day, I told you it was five years ago. It still is a cornerstone moment for that family to say that was amazing.

00;15;13;28 - 00;15;16;00
Unknown
They've continued to do it since, but,

00;15;16;00 - 00;15;24;19
Unknown
that activity brought them together again, building the relationship. On the other, another aspect of emotional intelligence, and it was,

00;15;24;19 - 00;15;38;18
Unknown
something that they decided this is what we're about. There's sort of an anchoring aspect of their shared values is giving to the to the communities. And they didn't put necessarily put restrictions on where and what type of organization.

00;15;38;18 - 00;15;41;15
Unknown
They said, we want you to bring that to us. And I think that was,

00;15;41;18 - 00;15;44;12
Unknown
a great activity for them. Yeah, I have a family I worked with.

00;15;44;12 - 00;15;46;00
Unknown
It's less direct of a,

00;15;46;00 - 00;15;54;24
Unknown
a show of how you can you build empathy within the family, using a philanthropy. But it was actually a really fascinating,

00;15;54;26 - 00;15;56;02
Unknown
moment to be with the family.

00;15;56;02 - 00;16;00;26
Unknown
So we had a family meeting. This family had regular family meetings to discuss their family business, and,

00;16;00;26 - 00;16;13;03
Unknown
they would always start in the morning with the business meeting in the afternoon. They do the foundation meeting. And one of the things that I and the other advisors had started to recommend to them is that when we're doing the philanthropy portion, why don't we start doing some site visits, right?

00;16;13;03 - 00;16;20;24
Unknown
This idea of spending time with your philanthropy, as opposed to just writing the check, we're trying to convert them into more thoughtful philanthropy. And so that was our goal, right.

00;16;20;27 - 00;16;29;24
Unknown
But what ended up happening, there was one meeting we were at, and the family was in a moment of transition, and they needed to elect new leadership for the family's company, for the family business.

00;16;29;26 - 00;16;30;14
Unknown
And,

00;16;30;14 - 00;16;32;15
Unknown
they didn't own shares equally. There was,

00;16;32;15 - 00;16;42;02
Unknown
forget what was 4 or 5 family groups. They didn't own shares equally, but they were all headed by a different family member. And the one who who didn't have the same control as the others.

00;16;42;05 - 00;16;48;29
Unknown
During the morning session, we were going through the family business meeting, and they were voting on who the new leader was going to be, which just being really obstinate about about this.

00;16;48;29 - 00;17;06;26
Unknown
And what was interesting is that historically, the family had always operated by consensus. They would work together, come to consensus, and then they would present a unified front up to folks outside the family and to other generations inside the family. And when they made the final vote, or who was going to be the new president of the company, that that gentleman voted against the resolution.

00;17;06;26 - 00;17;25;17
Unknown
Now, it didn't stop the resolution, but it suddenly broke this trend of consensus in England. And I guess it's actually unanimity as opposed to consensus. But they would build the unit and they so we took a break, went to lunch, went to do the site visit, and the whole family went not just the leaders, but also the next gen.

00;17;25;17 - 00;17;33;00
Unknown
All that. And so while we were there, I watched him walk over to the gentleman who had been elected president and have a,

00;17;33;00 - 00;17;36;19
Unknown
step aside conversation with them and the site visit was for,

00;17;36;19 - 00;17;43;25
Unknown
Workforce development organization that maybe also did a little bit of support around food security for folks in the community. So it's very impactful when you're there.

00;17;43;25 - 00;17;59;04
Unknown
And we were meeting with the people who were doing the work, we were meeting with, people were benefiting from it. Very impactful. We get back to the meeting for the afternoon session, and the guy who had been sort of absent in the morning said, hey, I don't want to open the foundation meeting yet. Can we reopen the family business meeting?

00;17;59;07 - 00;18;01;04
Unknown
And I'm like, wait, what? We don't?

00;18;01;07 - 00;18;10;26
Unknown
Sure. I mean, we had a joke earlier about Robert's Rules of Order and one of the prior episodes. I was like, hey, I think that's against Robert's Rules of Order, but fine, let's do that. And he did it. And I'm like, is he going to start more of a fight over this thing?

00;18;10;29 - 00;18;26;08
Unknown
And he said, no, I want to revote. And he cast his vote for the same leader as the rest of the family. And this is a very long way of getting to I looked at and think something's going on. And so I came to him after the meeting. I said, what happened there? And he said, you know, we took a break.

00;18;26;08 - 00;18;44;16
Unknown
We went out and saw what the family was doing in the community and what an impact we were having by supporting others with the wealth that our families built and we've sustained and we've always done that together, is like, you know, my whole thing about wanting to is like, I knew that my cousin was going to be the right leader of the business.

00;18;44;18 - 00;19;04;09
Unknown
I just if it went bad, I just didn't want to be on the hook for that. And he's like, I realized I was being shortsighted there, and the better thing for us to do was to continue working as a family. And so again, causation is not our correlation is not causation. But that site visit and being involved in the family's philanthropy changed his view of that meeting in the morning.

00;19;04;11 - 00;19;18;17
Unknown
And it turned out to be a really different approach for him. For the rest of the afternoon. Every question he had the rest of the afternoon about the philanthropy, the rest of families. And I was like, why is that meaningful to you? Okay, if it's meaningful you, it's meaningful to me. Let's support it. No. Nice. Right. And so it's it just it changed the dynamic.

00;19;18;17 - 00;19;36;04
Unknown
And again, it does. That's a miracle moment. Right. You're not going to see that moment all the time. But it does show that philanthropy can have. And I think about even my experiences going back 20 years. Your first time you ever did habitat for humanity, you're building a house. I have no idea how to build a house, but it's a shared experience doing good.

00;19;36;04 - 00;19;58;15
Unknown
And those things can bring real value and real meaning for families. So yeah, I'll add this. I know you said it wasn't causation. I've been in enough meetings where families talk about business and other things and then shift to shared giving and helping others. The energy changes in that room, people's hearts are changed. You gave a great example of a heart being changed a little bit.

00;19;58;18 - 00;20;07;28
Unknown
It's if you're not doing this as if you're having family meetings and you're not talking about at least some giving, if you if your family is doing giving, you're just doing it sort of on the side and,

00;20;08;01 - 00;20;14;12
Unknown
not together, start talking about it. Right. You can either even just say, this is what I'm passionate about. Everybody else doesn't have to agree.

00;20;14;14 - 00;20;24;29
Unknown
It is a great way to set off on the right trajectory of emotions, emotional intelligence and just family community. Yeah. You alluded to Tom,

00;20;24;29 - 00;20;39;00
Unknown
in your last answer, that raising Jen is an important thing. And that was a great example of having the kids give. Here's a book report on why I want to give something. And it is there's a lot of skills that are involved in that.

00;20;39;02 - 00;20;59;14
Unknown
But talk about other ways how engaging the rising gen through philanthropy can be very beneficial for the family. Yeah, I think, the first way I is that it helps teach them the family values, if you're giving is aligned with your values, they get to see it in real time. It's not conceptual. It's not saying we believe in integrity and,

00;20;59;17 - 00;21;01;28
Unknown
helping others and others would know you are doing it.

00;21;01;28 - 00;21;16;13
Unknown
So they get to. Yeah, I think it's important for them to know if you're going to go through the exercise of identifying your values, right, you might as well then carry that on and actually live those values. It's in action. Yeah. So that's the first thing how you involve the next generation. Another way is more practical.

00;21;16;16 - 00;21;23;27
Unknown
I love when families are able to, if they have a foundation or even a donor advised funding, they put some structure together.

00;21;23;29 - 00;21;43;17
Unknown
I love when they create leadership positions for next generations because yes, it's not the entire family enterprise, but you're trying to prepare them for future, maybe running the entire family enterprise. So in that process of working with the family foundation, they will be exposed to investment management and they'll be exposed to,

00;21;43;20 - 00;21;47;13
Unknown
governance and decision making, maybe some discussions among family members.

00;21;47;13 - 00;22;11;04
Unknown
And there's there's conflict about where do we give. And we have to discuss this, but it's generally not as high stakes as the broader family enterprise or a family business. So you're learning those skills in, in a bubble of sorts of shared giving. And so I think it's a for me, it's a no brainer. If a family has a foundation, involve your next gens in that process.

00;22;11;06 - 00;22;14;25
Unknown
The one I would just say, the one thing I would caution around that is,

00;22;14;25 - 00;22;27;28
Unknown
make it real, right? So if you're going to involve them, make it impactful. Yeah. Not window dressing. Yeah. Because sometimes exactly how involved you get to be here but not be part of it. Right? I've worked with families where we talked about this idea of like a rising gene giving fund.

00;22;27;28 - 00;22;28;10
Unknown
Right.

00;22;28;10 - 00;22;37;23
Unknown
And, you know, they, they say we want the rising gen to do the preparation of present, and then we all know they're going to approve all of the,

00;22;37;25 - 00;22;47;20
Unknown
the grants that the rising gen come up with, as long as they're reasonable. But then the senior generation doesn't really interact with the rising gen around, you know, essentially testing the hypothesis itself is a good right, right.

00;22;47;20 - 00;23;03;08
Unknown
It's separate. You just have them get together, they make the decision, okay, we do it. Or the dollar amount is so small in relation to either that individual's grant making ability. I had a family that I worked with in the past where, you know, the rising gen, everybody was worth 25, $30 million in that range. Right.

00;23;03;11 - 00;23;03;27
Unknown
And,

00;23;03;27 - 00;23;07;19
Unknown
the rising gen gift that they were giving out of the foundation every year was,

00;23;07;22 - 00;23;09;17
Unknown
I think $50,000.

00;23;09;23 - 00;23;27;09
Unknown
Now, again, everybody gets to decide how much philanthropy is important to them. But those individuals were all giving 5 to 10 times as much on their own as they were giving through the foundation. So it wasn't meaningful. It wasn't impactful. I've had others where they put the rising gen on the board and they have a say over the foundation's grants, and,

00;23;27;09 - 00;23;31;12
Unknown
the senior generation overrules them every time the junior generation raises,

00;23;31;15 - 00;23;31;29
Unknown
a question.

00;23;31;29 - 00;23;47;08
Unknown
And that's an area where that hurts the senior generation. It's probably something they really want to give, too. But if you gave them the power to be on the board to say no, you have to respect that. And rather than pushing it through the foundation, maybe that's a place where you take your philanthropy outside and you give it on your own.

00;23;47;08 - 00;23;57;14
Unknown
Right. And so there's ways to adjust around that. But you do have to make the involvement meaningful. Yeah. You starting with the goals. Right. Do you want to educate them and involve them. Because the what you just described is,

00;23;57;14 - 00;24;04;08
Unknown
you invite them to the table, right? But they don't actually get to participate in the decision making. That will be counterproductive.

00;24;04;09 - 00;24;20;12
Unknown
Yeah. So that encourages disengagement, right. How many times do you want to be involved and not be listened to before you stop wanting to be involved? So you go into what am I right? Yeah. Yeah, yeah. Exactly. Yeah. So so you want to say, you know, this is more than just them being able to see us. It's them being able to participate.

00;24;20;12 - 00;24;38;08
Unknown
And maybe for your family it is just to watch and observe. And that's fine. But make that clear going into it for that you know it's you're here to observe. You're not here to participate. Or if you are here to participate. It's real. It's real. Yeah. Yeah. The the word that keeps coming to mind is stewardship. We don't I don't think we use that word enough.

00;24;38;08 - 00;24;57;23
Unknown
And I don't know that it's taken seriously enough. But families of this wealth stewardship has got to be embedded or else probably it's not going to be as successful as they would like it to be. Yeah. And once you start down the road of philanthropy and creating one of these structures, you have, you have said, I am going to be a steward for the community, right?

00;24;57;23 - 00;25;14;21
Unknown
And for the wealth for the community, because it's no longer just about your family. You've created a private foundation. There are requirements that needs to be used for the benefit of the community. You make a gift to a donor advised fund that needs to be used for your community. Now, ultimately, again, that sponsor could make the choices for you if you don't make them for yourself down the road, right?

00;25;14;21 - 00;25;38;10
Unknown
But if you're going to go down the road, you want to make sure you're being an active steward. You're working for the benefit of others. That's the whole purpose behind philanthropy. So engaging those muscles where you're working together to work for everyone, that's a much more effective way of being a philanthropist. Yeah. I'll also say stewardship and giving to others is diametrically opposed to consumerism and entitlement.

00;25;38;10 - 00;26;03;04
Unknown
Yeah. And consumerism and entitlement is something I hear so many families talk about. They're worried about this. They don't want their kids to be entitled to their kids because this is the antidote to that. So so the stewardship mindset to say your job is not to consume your job is to protect, to grow, to give away. That's a very different mindset than your your.

00;26;03;09 - 00;26;16;05
Unknown
It could be again not an awesome. Yeah absolutely enjoyed their wealth. But yeah also be stewards or even or even an adjustment right. So if you're seeing too much on this side you say let's try to push towards that stewardship and

00;26;16;05 - 00;26;23;26
Unknown
and giving side of that spectrum because we're seeing a bit more behaviors that we don't love on that on the other side.

00;26;23;26 - 00;26;28;06
Unknown
And I think, yeah, it's totally fine to do either or and in both of them. But,

00;26;28;06 - 00;26;33;22
Unknown
sometimes too much of one of them is not great. So let's talk a little bit about governance.

00;26;33;25 - 00;26;41;17
Unknown
There's got to be rules around these things, and they have to be rules that are respected. But not necessarily carved in tablets. Yeah.

00;26;41;17 - 00;26;57;15
Unknown
No, I'll start because you can you can talk about the tablets a little bit more. Yeah. My, my my job is the tablets. You're just to the actual different kinds of paper is in pencil. No. So governance looks very different for every foundation. Really. A lot of them have some of the same structures.

00;26;57;18 - 00;27;05;09
Unknown
Most of them have a board of directors that are making the decisions, but how they do that is the part that's kind of flexible.

00;27;05;11 - 00;27;24;19
Unknown
So they have a responsibility. And you'll talk more about that, I'm sure. But how that family sets it up, there's a lot of freedom there that they can say, we want to have a board with committees and there's a there's a board that makes the ultimate decision. But we have a, a giving committee that they come up with all the recommendations and they do the research.

00;27;24;19 - 00;27;46;15
Unknown
And that can be made up of family members that aren't on the board. So you can involve the rising in that way. So governance is important in a in a family foundation. But it's not we don't see it as like this. Absolutely required process where you have a board of directors. Sometimes it's just a group of people get together and say, who should we give to?

00;27;46;17 - 00;28;06;04
Unknown
And that's okay too. I, I like the idea of creating a bit more formality, especially if you have that elsewhere in your family enterprise that you want them your and prepare for. But yeah, I think there's a lot of flexibility with, with governance in it in a foundation especially and do a lot with the. Yeah. And on on that last that last point, I think it's

00;28;06;04 - 00;28;11;18
Unknown
one thing I talked to about families, particularly when they're transitioning from ownership of a business to managing a family's wealth.

00;28;11;18 - 00;28;12;11
Unknown
And this applies,

00;28;12;17 - 00;28;26;13
Unknown
and sort of training for how you manage the, you know, family's business or the family's wealth is there are things you've done to be successful. There's governance. You've used to be successful in your family business. It's not a bad place to start to look at those as,

00;28;26;15 - 00;28;31;26
Unknown
models for how you might establish governance in your foundation or your family as well, generally.

00;28;31;28 - 00;28;48;07
Unknown
The nice part about a foundation is that you can then use that, as Tom said before, is a training ground for somebody who might then want to either step back into the family business. And if you've got mirrored governance structures right, it's very easy. They've learned the skills they need to. Or if you're managing the family's wealth, the same idea.

00;28;48;09 - 00;29;05;21
Unknown
I think when it comes to governance, the other part here that is a little more technical and, you know, this is probably for that other podcast we're talking about that's going to go a deeper dive somewhere in the future. There are things you have to do if you establish a private foundation for purposes of meeting the requirements of the Internal Revenue Service.

00;29;05;21 - 00;29;06;18
Unknown
Right.

00;29;06;20 - 00;29;11;16
Unknown
The IRS has come down from on high with tablets of rules that you have to follow.

00;29;11;19 - 00;29;23;08
Unknown
I think what you, you know, there's standards for that. There's advisors who can advise you on best practices for that. One thing that's really important there is they don't they aren't actually as burdensome as they they feel like they are.

00;29;23;11 - 00;29;37;22
Unknown
If you understand what you're trying to accomplish, which is essentially be good people, don't cheat the system. Use this for the benefit of the public and be a good fiduciary, because as a as a leader of a private foundation, you are a fiduciary and so,

00;29;37;25 - 00;29;42;11
Unknown
there's ways to build those that are not as, as full of friction.

00;29;42;11 - 00;30;02;12
Unknown
They're not frictionless, but they're not as full of friction as they may seem. And I think for a lot of families build that governance so that it's that technical governance so that it's correct for your family and your situation. And don't be over burdensome. Right. Make sure it's it's modeled to what you need and not, you know, this high idea of, I'm running the Gates Foundation or the Billion Dollar Foundation.

00;30;02;12 - 00;30;19;25
Unknown
Maybe your foundation is smaller. You need simpler governance. Yeah, I think that's that's a good rule of thumb, right? If it's a smaller foundation, simplify the governance. Don't get too complicated. Make sure you've got good advisors who can oversee it as well. Right. Because sometimes that doesn't that technical governance doesn't have to form a family. It could fall on your CPA, your attorneys.

00;30;19;25 - 00;30;38;09
Unknown
Yeah it's okay. So I don't want to open up a huge can of worms with you. But, you can also pay members of the family as part of that. Right? Yeah, there's rules there. And again, that is a can of worms. But there are rules for if there's folks on the board that you can give them. But I'm saying give them compensation for doing the work for doing that work.

00;30;38;09 - 00;31;04;13
Unknown
Yeah. Yeah. So that's another way that you can involve the raising. Jen I was just saying. Exactly. There's an open door there, but there's rules. Exactly. Yeah. Okay. One of the constraints on any giving program is the amount of money you have to give from the portfolio construction thereof. We're going to spend the next, next episode. And then we have for beyond this regard to investments, all kinds of stuff, but just some kind of rules of the road of constraints and portfolio construction relative to giving.

00;31;04;18 - 00;31;05;01
Unknown
Yeah.

00;31;05;04 - 00;31;21;00
Unknown
Again, I won't go into deep dive on technical rules, but there are rules around what you can and can't invest in when you're in a private foundation. A little different for a donor advised fund. But I think a good rule of thumb is to understand what you're wanting to give, and then tailor your investments to what you're trying to have the foundation produce.

00;31;21;00 - 00;31;21;16
Unknown
Right.

00;31;21;19 - 00;31;33;16
Unknown
If your own private foundation, you have to give 5% of the value of the foundation every year. So there has to be some liquidity. There has to be some liquidity, although, you know, think total return because on a private foundation, the taxes are much lower. You're paying,

00;31;33;16 - 00;31;41;14
Unknown
less than 2%. And capital gains essentially tax or income tax on private foundation as opposed to the rates that you pay as an individual.

00;31;41;14 - 00;31;45;00
Unknown
So there's again, less friction there if you need to change over the portfolio.

00;31;45;03 - 00;31;57;17
Unknown
But you do want that total return. If you want a perpetual foundation to then at least return 5% a year, right. If you're if you have to get 5%, if you're spending down, then that's fine. You want to know how long you have to spend down in your portfolio.

00;31;57;17 - 00;31;59;13
Unknown
Who's going to last long enough?

00;31;59;16 - 00;32;08;16
Unknown
Those to me, are the easy things. You're working with your financial advisor to have those conversations about what your goals are, the foundation on what you want to support work can get more fun and more interesting is,

00;32;08;19 - 00;32;15;21
Unknown
looking at ways to use the investments to also support your philanthropy. And this is where, you know, again, we're going a little beyond my,

00;32;15;21 - 00;32;16;25
Unknown
my scope of expertise here.

00;32;16;25 - 00;32;24;08
Unknown
But I do work with my colleagues on this, and we talk about translating the values that clients have into investments. They might want to, to use,

00;32;24;08 - 00;32;29;02
Unknown
within their, their structure. And so that can be a really interesting avenue to explore,

00;32;29;05 - 00;32;34;18
Unknown
how you live your for that philanthropy through investing, not just through giving your 5% every year.

00;32;34;20 - 00;32;40;02
Unknown
Yeah. I think we have a future episode with one of our managing directors investments, Jimmy. And

00;32;40;04 - 00;32;59;16
Unknown
I've been in multiple meetings with him where we've gone through that with family members to actually look at what are the investments. I'm not an expert, so I'm just leveraging other people's expertise in this. But the thing I've really enjoyed is the conversation around if we are giving to the environment, and that's one of the goals of our foundation.

00;32;59;18 - 00;33;05;29
Unknown
And we're also invested heavily in oil based stocks. Is that okay or is that not okay? And,

00;33;06;01 - 00;33;17;13
Unknown
not to say whether it is or isn't, but the discussion is a great one. Usually, you know, because people have differing opinions, but it's not something that is incredibly high stakes. It's really about preference. And,

00;33;17;16 - 00;33;20;00
Unknown
I think those are some really good,

00;33;20;03 - 00;33;24;02
Unknown
family building conversations when you say, here's my, here's my perspective on this, what's yours?

00;33;24;02 - 00;33;28;28
Unknown
And yeah, and those kinds of things can shape your investments outside the foundation or outside of your factory as well.

00;33;29;01 - 00;33;38;21
Unknown
And then, I mean, there's other tools beyond those kinds of screens for are we investing in, good or socially good or socially bad investments, depending on what your view is that you're about to say good or good or.

00;33;38;21 - 00;33;40;17
Unknown
Yeah, good or investments or better investments.

00;33;40;17 - 00;33;41;00
Unknown
But,

00;33;41;00 - 00;33;45;00
Unknown
there's other there's other products out there, right where maybe instead of investing in,

00;33;45;00 - 00;33;52;13
Unknown
and, you know, government bonds, you're investing in loans to small businesses or something like that. Those those are things that can support philanthropy.

00;33;52;17 - 00;34;00;24
Unknown
And those are all options available to foundations. And we'll get into in a subsequent episode, impact investing and an impact of not the sorts of things we do.

00;34;00;27 - 00;34;01;16
Unknown
So,

00;34;01;19 - 00;34;06;27
Unknown
let's wrap this up a couple of key takeaways that you each have on philanthropy. Okay.

00;34;07;00 - 00;34;15;21
Unknown
I think starting early with young kids and giving make that part of their identity. It's a feel good part of the family activities.

00;34;15;24 - 00;34;25;10
Unknown
You can fund it for them. I the every family that has done this where they starting at a young age, allocate money to those children to give away.

00;34;25;12 - 00;34;37;04
Unknown
I don't I don't think there's ever been one where they said, I wish I didn't do that. So that is a do that. If you're not doing that, start doing that at whatever age they can be in their 30s, it doesn't matter.

00;34;37;07 - 00;34;39;16
Unknown
And they can be way they can self-fund the

00;34;39;16 - 00;34;49;28
Unknown
the other thing I would say is if you're not using your giving to help support other parts of your family enterprise, I think you're missing an opportunity.

00;34;50;01 - 00;35;02;26
Unknown
We talked about these already about there. There can be training grounds, but also it can improve emotional intelligence that has ripple effects in the family meetings that you have about other topics. And so I think,

00;35;02;29 - 00;35;10;19
Unknown
help have your philanthropy, not just a standalone side thing that a couple people manage, bring it more into the fold of the larger family enterprise.

00;35;10;22 - 00;35;26;02
Unknown
Okay. I think one thing, the key takeaway for me, and we didn't really dive too deeply in this, and I know we're running out of time, so I don't want to dive too deeply into it now. But as you get organized around your philanthropy, spend some time to think about who you're giving to, where you're giving, and how you were giving.

00;35;26;05 - 00;35;27;07
Unknown
This concept of a,

00;35;27;07 - 00;35;48;13
Unknown
philanthropic audit, right, can be a really powerful tool for a family. And it doesn't have to be like an audit from the IRS or audited financials from your your CPA firm. It can be quite as simply looking at who you've been giving to over the last period of years. Or I've got a client where the family foundation had existed for over 20 years, and they had a mission statement, and they never really looked at whether or not they've,

00;35;48;16 - 00;35;50;10
Unknown
they were giving in line with that mission statement.

00;35;50;10 - 00;36;02;11
Unknown
And so one of the tasks we did with them was go back and look at the giving our last 20 years. And for the most part, it did align, but there were a couple that were a lot of scope. And so it created a conversation around what really is this foundation for and should those have been part of the foundation.

00;36;02;11 - 00;36;30;07
Unknown
So that organization can really help you understand what your goals are, what your values are, because to some degree, you're giving to the places that you you're no one really gives just for the tax deduction they give for the tax deduction. And because it's really meaningful for them who they're giving to. And so getting organized around who you're giving to or who you've given to in the past can be a good way for you to document those values and then allow you to really dive in deeper as you move forward.

00;36;30;07 - 00;36;40;18
Unknown
So that organization, I think, is the key takeaway for me is take the time to get organized. I have a I have a tip for that because I'm a visual learner and I know, I know other people are too. Honestly, a pie chart of what,

00;36;40;23 - 00;36;48;00
Unknown
what our current giving is, whether it's categories or organizations. And then the that family together can create a pie chart of what it should look like.

00;36;48;07 - 00;37;02;19
Unknown
What's their ideal. Right. It's a fun activity because you say, okay, what are we doing now. Currently what do we want to be, do we want to be doing? It's a nice you can have a or are there parts of what we're doing right now that we don't want to get to? That we have to ask find. Exactly.

00;37;02;19 - 00;37;03;17
Unknown
Yep. So I think,

00;37;03;17 - 00;37;16;20
Unknown
that's a good way to accomplish it. Yeah. What you're talking about recall. Awesome discussion. Thank you all for your time to be. Your philanthropy is the glue that can hold families together and really unify around purpose and emotional intelligence and everything else. So we'll,

00;37;16;20 - 00;37;18;14
Unknown
pick this up in the next episode with,

00;37;18;18 - 00;37;20;05
Unknown
investments as an education tool.

00;37;20;07 - 00;37;21;20
Unknown
So thank you all. Great. Thank you.


