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Charity lead trusts:
A timely revival
Among the many factors swirling together in the pandemic
marketplace are (1) historically low interest rates and
(2) historically high needs for increasing charitable giving to
support organizations dealing with the health crisis. This makes
the charitable lead trust an attractive vehicle for your clients
who want to help charities in the near term and still preserve
assets for their families.
Here’s how a charitable lead trust works: Your client transfers cash
or other property to an irrevocable trust. For a term of years, a
charity designated by your client (which could be a donor-advised
fund) receives an income stream. The trust can be structured to
maximize income tax benefits, or estate and gift tax benefits,
in varying degrees. At the conclusion of the term of years, the
remaining assets in the trust are distributed to the client’s designated non-charitable beneficiaries.
The reason a charitable lead trust is so advantageous right now
is because if, over the term of the income period, the trust assets
outperform the current IRS 7520 rate (which should be easy to do
because rates are so low right now), the non-charitable remainder
beneficiaries will receive assets with a value much higher than the
taxable gift reported when the trust was created. This results in a
tax-free transfer of wealth.
What’s more, if a client designates a donor-advised fund to receive
the income during the term of years, the client can stay involved
by recommending grants to the most appropriate charities as the
health crisis moves through different stages of need during the
months and years ahead.
Charitable lead trusts are complex instruments. As with any
charitable planning vehicle, it is important to consult professionals
as you evaluate whether a particular strategy is right for you.

Covid-19:
A new tipping point for
disaster philanthropy?
The community foundation provides context and education for your
philanthropic clients at all levels of giving and across the full range
of charitable interests. The global Covid-19 pandemic in many ways
has likely united your clients and other donors in a collective effort
to support people in the communities they love. You’re no doubt
seeing increased interest in this trend as you talk with clients and
their families.
By many accounts, this new era of collective charitable giving in
response to humanitarian crises was ushered in 10 years ago.
On Tuesday, January 12, 2010, a major earthquake occurred
16 miles west of Port-au-Prince, the capital of Haiti. Registering
at a magnitude of 7.0, the quake and its many aftershocks
caused catastrophic damage. The estimated death toll surpassed
100,000, and more than 3 million people were affected, according
to authorities.
Only time will tell how the response to the current pandemic crisis
will compare with the response to the 2010 Haiti earthquake. But
it is worth reflecting on the experience of a decade ago for the
important lessons that can help guide giving strategies to benefit
people impacted by Covid-19.
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Tipping point
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The 2010 Haiti earthquake was the first time social networks played
a major role in philanthropy. Accelerated by Internet connections
and social media, millions of people got the message that relief
organizations needed help. Individual donors contributed an
estimated $43 million to the assistance and reconstruction efforts
using the text messaging feature on their cell phones, according
to a study conducted at the Pew Research Center. Fueled by the
speed of communication, within days of the earthquake, more
than $200 million had been given to the relief effort. Within a
year, total gifts and pledges surpassed $5 billion.
Analysts at the Pew Research Center, who studied the
phenomenon, describe the “Text to Haiti” effect as “a new mode
of engagement” that “offers opportunities to philanthropies
and charitable groups for reaching new donors under new
circumstances as messages spread virally through friend networks.”
The 2010 Haiti earthquake caused “impulse” giving in response to
a disaster to go mainstream. According to the Pew research project:
• 89 percent of the people in the study heard about the
“Text to Haiti” effort on television.
• 50 percent made their contribution immediately upon
learning about the campaign.
• An additional 23 percent donated on the same day they
heard about it.
• 75 percent of the Haiti text donors in the research said that
their text message contributions resulted from spur-of-themoment decisions.
That’s not all. The message traveled! Forty-three percent of the
Haiti text donors encouraged their friends or family members to
make a similar contribution using their mobile phones, and nearly
75 percent of those they asked actually did make the gift.
Since then, philanthropy has learned lessons that are helping
maximize effective support during the Covid-19 pandemic.

Here are two helpful resources:
Grantbook offers valuable insights, such as the observation
that Haiti’s earthquakes taught us that charities, funders, and
governments need to work together. Plus, immediate needs for
medical supplies and food were part of just a first wave of issues.
As time went on after the disasters, deeper economic and
health problems emerged that were also critically important for
philanthropy and its partners to address. Grantbook also observes
that money and volunteer efforts are important in the midst of a
disaster and its immediate aftermath, but deploying the aid can be
a huge challenge that donors need to keep in mind.
For perspective on levels of charitable giving relative to the size of
the disaster, we recommend this article in the Houston Chronicle,
noting:
• Overall giving in response to Hurricane Harvey was three times
more than Hurricane Irma and six times more than for
Hurricane Maria.
• Not only was Harvey a bigger disaster, but also there was likely
less donor fatigue than in the case of other disasters that
occurred in short succession — Hurricane Maria, Hurricane Irma,
the California fires, and the Mexico earthquake.
For additional information on the Covid-19 pandemic and
philanthropy’s response, visit the Center for Disaster Philanthropy.
The net-net?
Our communities need both immediate philanthropic support
for people affected by the pandemic and long-term support for
ongoing ramifications of Covid-19, preparedness to blunt the
effects of the next pandemic, and resources to address future
humanitariandisasters. Encourage your clients to consider
endowments, field-of-interest funds, designated funds, and
other perpetual structures available through the community
foundation to ensure that the community we love is protected
for generations to come.

For inspiration and reference
These three resources may come in handy:
• We sure appreciate the Council on Foundation’s
Comprehensive Coronavirus Legislation Guide for the
Charitable Sector.
• We like Upworthy for good news.
• And finally, we’re keeping an eye on the new afloat app
for a breakthrough way to help each other.
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