Estate tax reform/repeal : What's a charity to do?

By Jeffirer 4. Baskies

Many of us are actively involved with a wide range of charitable institutions. One question that arises in
the current climate is: what should charities do or say with respect to the estate tax repeal/reform debate?

On the one hand, estate tax repeal (or significant reform) would seem to create a huge decrease in

charitable giving. Many believe that a great deal of phllanthropy would be lest if donors no longer needed

the huge tax benefits currently afforded.

On the other hand, because the wealthiest donors would be saving the most by the elimination (or
_significant reform) of the estate tax, theoretlcally they would have more wealth to give to charity as a

result.

Further (I've run out of hands), it is assumed that many of the weaithiest philanthrdpists (including maiy
who sit on-charitable boards) want to repeal the estate tax-(or significantly reform’it). However, some of
the wealthiest Americans have already come out publicly in support of the estate tax - think of the Gates

and Buifett families.

Although the recent Democra’uo takeover of Congress may make outright repeal less likely, significant
reform could still occur. So the question remains: what should the countrys oharmes do? .

Argue vs. walt and see

As noted above, there are at least two ways - and probably many more - fo look at the role charities can
play in this debate. One is to argue vociferously against repeal (or significant reform) of the estate tax.

The other is to watch quietly as the process unfolds.

It has been reported that some charities have already been admonished by key donors for speaking out
~ too loudly, For example, Bloomberg News has reported that Loews chairman James Tisch wasn't happy
when the New York Jewish Council for Public Affairs came out publicly against repealing the estate tax.
He was reportedly concermned that it would not look good for charities to vocally argue against repeal

when doing so might alienate some of their wealthiest donors.

On the other hand, if charities sit by too quietly, it could cost them untold billions in iost revenue. Wil their .

wealthiest donors - those aided by estate tax repeal - make up for that lost revenue? Nobody seems to
know.

CBO report

Back in July 2004, the Congressional Budget Office pubhshed a report that quantmed the lmpact of estate
tax repeal/reform on charities, and that impact seemed significant. (The CBO assists Congress in the
budget process and provides in-depth analysis to support investigations into partictlar issues and public

policy discussions.)

According to the July 2004 report, reforming or repealing the estate tax would have a significant impact
on anticipated charitable bequests. Here is a tahle reproduced from that report;

We are not talking about an insignificant amount of money. The same CBO report estimated that the total
charitable giving in 2000 was about $196 billion, of which about $16 billion came from charitable

bequests.

.......




Based on those numberé and the estimated decrease in charitable bequests if the estate tax were
permanently repealed, that would be an actual diminishment of about $2.5-4.5 billion in charitable
bequests, annually. Carry that out over a long enough period of time, and the zeroes really start to add

up.
Conciusion

The CBO report demonstrates the likelihood of a huge impact on charities if the estate tax is repeale‘d (or
significantly reformed). Indeed, the total impact appears to be much more than charities are hkely to gain

from any added "good will" from wealthy donors if charities sit out this debate.

Charities are a very important part of our country's moral and civic character. They are also an important
aspect of the lives of many estate planners, both personally and professionally. Many of us have :
leadership positions in and/or represent public and private charities. A great deal of our time and effort is
impacted by the myriad tax implications of planned charitable giving. So we are all concerned about the
welfare of the charities of this country and the impact a major ohange in the estate tax would have on

them.

What should we do? Should we encoufage our friends in the charitable sector to speak out loudly in
opposition {o estate tax repeal/reform, even if it risks potentially aiienating some key givers? The CBO
numbers seem to indicate charities need to get out in front of this debate and work to shape it. But we all

understand how important it is for charities to keep their key donors happy.

| don't know the answer, but the question is worthy of further thought and discussion.

Jeffrey A. Baskies, Esq., is a partner practicing estate planning at Ruden McClosky in Fort Lauderdale,

Fla Whe}e heis t;oard certified as a specialist in wills,-trusts and-estates faw by the Florida Bar. Jeff also -

is tge former President and CEO of Lawyers Weekly. If you have questions or issues relating to estate
planning, please feel free fo e-mail Jeif af jeffbaskies@hotmail. com. All questions are encouraged.
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