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VISIONVISION
Our primary mission is to energetically promote
and help create vast amounts of new and more

effective philanthropy.  We accomplish this 
mission in three ways.

First, we help individuals, families and 
corporations establish charitable trusts and

foundations under unique and greatly improved
operating formats.

Second, we help foundations and other 
charities become more efficient and successful

in their operations.

Third, we build networks of cooperation, 
mutual assistance and support among charities,

foundations, and donors to accelerate good  
in the world.
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IT’S BEEN SAID that while
people work hard for money, most  will work harder for a
cause, a vision—a dream.

My dream began 20 years ago,when, just out of law school,
I was hired by 10 charities to help them create or improve
their planned giving programs.Through my involvement with
the boards of directors of these organizations, I noted that they
all loved the charities they worked with and many of them, as prominent people in
the community, worked on several boards. Typically a planned gift could only
involve one charity. Many board members wanted to help many charities but felt
if they did a planned gift with one, they might offend others.

To facilitate the inclusion of many charities in planned giving, I helped create 
a national charitable foundation in 1982 that enables individuals to create their
own family foundations to which they can donate or make planned gifts.This new
public foundation format not only provides increased tax advantages to the donors
(better than private foundations), but it also allows them to specify which and how
many charities or charitable causes will benefit from their gifts. The increased
incentives of “planned giving” also would permit individuals and families to give
much more than they would otherwise.

For me, this was a beautiful dream come true—having the opportunity to help
thousands and eventually millions of Americans establish their own family foundations.

Along the way, two elderly couples who set up family foundations bonded
strongly to this same vision of helping others establish their own family foundations.
These generous individuals donated much of their estates to help create 
our national network of foundations that will benefit charities in the United
States and around the world—an organization that ultimately became the
American Foundation.

I’m convinced that everyone benefits when individuals become more involved
in their giving. Through family foundation planning, donors become better
people, they give more, and the charitable result in most cases is greater. The
American Foundation represents my dream come true.

Just as the creation of the American Foundation represents a fulfillment of my
dream of doing more good, the American Foundation’s mission is to help others
realize their own dreams. The more good each one of us can do, the better the
future will be for everyone.

Benson L. Schaub
Founder and CEO,The American Foundation

Make Your 
Dreams Come True

Ben Schaub, J.D. 
a founder of 
The American
Foundation.
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’Tis better to give 
than to receive.

But ’tis best to both 
give and receive.

You don’t have to be rich to be a philanthropist.
Nor do you have to be rich to have assets that 

need to be conserved, protected, shared with your 
chosen causes and passed on to your heirs.

Learn how you can accomplish all this and more 
by setting up a family foundation.You can start with as 
little as $5,000 — and it’s as easy as setting up a bank

account.Give us a call to receive information that can not
only change your life but help change the world.

Visit our Web site at americanfoundation.org
or call us at 1-800-788-8992.

4518 North 32nd Street, Phoenix, AZ 85018
Telephone: (602) 955-4770  • Toll-free: (800) 788-8992  • Fax: (602) 955-4707
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painted all the time, no matter where he was.
Shortly after his death, Gloria and their

three children decided to start a foundation
to realize Harold’s goal. “My friends said I
couldn’t do it, but I said I will—and I’ll start
it with his paintings.” And in 1991 that’s
exactly what she did. Using Harold’s vast
collection of paintings and $10,000 in seed
money, she started the Scottsdale, Arizona-
based Laynor Foundation.

Today, with Gloria as its president and
her three children as officers, the non-profit
family foundation gives scholarships to art
education students and supports a summer
arts program for Native American children

on the White Mountain
Apache Indian Reservation
in central Arizona. In
addition, the Laynor
Foundation Museum holds
about 1,000 of Harold’s
paintings. Most of the
proceeds from their sale
go to support the founda-
tion’s charitable work.

“I know this is what
Harold would have wanted,”
Gloria says. “He was a
tremendous giver.He wasn’t
concerned with money,
he was concerned with
people and art.

“Even though he’s been
gone for eight years,
working on the Foundation
makes me feel like he’s still
with me.”

Joseph Sanchez, a painter
who is also executive
director and curator of the
Laynor Foundation Museum, takes time
each summer to return to the reservation
where he was raised. He oversees the
workshops, which he started eight years
ago with support from Save the Children.
The Laynor Foundation added its support
in 1997.

The reservation is a sprawling, 1.6
million-acre expanse that soars into the
breathtaking White Mountains, dotted with
clear lakes and laced with trout-filled streams.

Of the 14,000 people who live there,
about half are under the age of 15. The
summer program gives youngsters a
chance to develop their creativity while
exploring and celebrating their heritage.

This year about 110 youngsters, from
toddlers to teens, participated in arts and
media classes. In one class, a respected
shield maker taught the spiritual and
historical significance of shields and
instructed the children on how to make
their own shields. Each child incorporated
individualized symbols, and the shield

Color 
her 

B Y S U S A N W A T S O N

EVERY NOW AND THEN, Gloria
Laynor’s three adult children ask her why she works
so hard.They already know the answer, but they ask
anyway because they are amazed by the time and
energy Gloria devotes to this labor of love—turning
her late husband’s dream into reality.

Gloria’s husband, Harold Laynor, knew he had
been lucky during his life. He graduated from college,
established himself as a leading art educator and won
recognition as a gifted and prolific painter whose
works have been displayed in some of the most
prestigious galleries and museums in the country,
including the Museum of Modern Art in New York.

But one thing bothered him, says Gloria.“He had
really talented students who could not afford to
continue their education, and he always said that an
art student shouldn’t be deprived of an education
because of financial problems.”

He and Gloria used to talk about starting a charitable
organization to give scholarships to promising college
students.When he retired in 1990 from Pennsylvania’s
Millersville University where he taught art for 25
years, he planned to move to Arizona where he would
begin work on his dream. But he died of a heart attack
just eight months after arriving there.

Suddenly Gloria found herself without her partner
of nearly half a century.They had met as teen-agers
in New York in the 1940s when she was 16 and he
was 19.They married three years later.

“When he walked into a room,you knew it,”Gloria
recalls.“He was such a good-looking man and he had
these beautiful blue eyes. Not only was he an artist, he
was so bright. And he sang and he danced and he
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“What better

feeling can one

have than the

one that comes

from giving an

opportunity 

to someone

else?” 

- Gloria Laynor

‘Dedicated’

Jennifer Wright, a Laynor Foundation Scholarship 
recipient, poses with some of her own sculptures beneath
a painting by the foundation’s namesake, Harold Laynor.

Gloria Laynor and her daughter 
Lois Laynor Goldblatt, in her home

surrounded by Harold Laynor’s artwork. 

L A T E  P A I N T E R ’ S  W I D O W  U S E S  H I S  A R T  T O  R E A L I Z E

D R E A M :  E N C O U R A G I N G  Y O U N G  T A L E N T
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became that child’s personal prayer,
Sanchez explains. In another area,
a muralist worked with 30-40 
youngsters on a 7- by 10-foot canvas
that helped them discover their history
and their place in it. Other artists
taught everything from computer
technology and printmaking to
leather crafts.

At the end of each summer session,
Sanchez takes some of the children’s
work to the Sante Fe Indian Market
where observers are amazed by the
youngsters’ talent and skill.The artwork
has been exhibited at Arizona State
University and is included in the
permanent collection at the Fort

Apache Cultural Center on the reservation.
Sanchez hopes to expand the program to

other reservations. “All kids need art and all
kids need their connection with their cultural
legacy,” he says.

Gloria sees the workshop as one way to
reach and educate children. That’s especially
important to her because each member of her
family, from her late husband Harold to their
three children, has worked as a classroom
teacher. The fiery grandmother of nine is
convinced that at-risk children “won’t have the
opportunity to be involved in art unless we
make programs for them.”

The foundation helps dreams take flight.
Since 1991, about 20 college students have
received $500-$1,000 Laynor Foundation
scholarships. The awards are given to art
education majors at Arizona State University
and Millersville University. Each school selects
the recipients based on academic performance,
artistic talent and need.

Twenty-three-year-old Jennifer Wright
received a $500 scholarship this spring. Jennifer
works 30 hours a week and still maintains a 3.8
average at Arizona State University.The money
helped pay for summer school
classes where she is working on her
teacher certification. Her goal is to
teach junior high school students.

“At that age, they’re just starting
to doubt their ability because they
look at the work adults have done,
and they think their work doesn’t
measure up,” she says.“I want to get

in there and help them to keep working at it. I
gave up on my art for a while because I became
discouraged—I don’t want to see others give up.”

Some of Laynor’s most prized work was
completed during and shortly after World War II.
Stationed in Europe, Laynor was a member of
the 603rd Camouflage Engineers Battalion,
which was comprised of artists and architects.
Working directly under the command of
General Omar Bradley, the unit’s sole purpose
was to deceive the enemy by creating fake
artillery, tanks and other vehicles out of rubber,
then painting them to look like the real thing.
These soldier-artists became known as the
“Ghost Army.”

When Harold wasn’t working on the decoys,
he spent his time putting the unforgettable
scenes of war on canvas. Using dark acrylics and
watercolors, he even painted in the trenches.
After being wounded, he was hospitalized 
near Paris where he met Pablo Picasso, who
encouraged him to paint and sketch.

That body of work, which numbers 42
pieces, is the pride of the Laynor Foundation
Museum. (See the sidebar below for more
information.) “When I started the foundation,
the children and grandchildren consigned their
paintings to the museum,” Gloria explains.
“When a painting is sold, the children get 25
percent of the sale price and the museum gets
the remainder.” Gloria donated Harold’s
wartime work to the museum.

Because the foundation is a public, non-profit
charity, Gloria has strengthened her economic
future—and that of her family—by avoiding
and reducing certain tax obligations on the sale
of the paintings, which have significantly
appreciated in value over the years.

Gloria’s only regret is that she isn’t able to
do even more. “What better feeling can one
have than the one that comes from giving an
opportunity to someone else? Doing all this
makes me feel wonderful.”
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“I gave up on 

my art for a while

because I became

discouraged—

I don’t want 

to see others  

give up.” 

-Jennifer Wright

Children  painting at the White Mountain Apache Summer 
Arts Workshop founded by Joseph Sanchez.

Collection Seeks a Home
In recognition of the efforts to build a World War II Memorial on
the National Mall in Washington, D.C., the Laynor Foundation is
seeking a purchaser for Harold Laynor’s World War II collection,
with the aim of seeing it donated to the Smithsonian Institution.
For more information about the Memorial project, visit the Web at
wwiimemorial.com or call (800) 639-4992. To inquire about the
Laynor collection, call (480) 348-3277.

Joseph Sanchez at a sacred Lakota site
in Hot Springs, South Dakota
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H o w  t o  P r o m o t e  I n d i v i d u a l  P h i l a n t h r o p y

“CHARITY BEGINS AT HOME,”
the old expression says.There’s a lot of wisdom
to this, no matter how you interpret it. But the
charitable impulse must ultimately look beyond
one’s immediate family and community, to the
efforts and institutions that work to make the
world a better place for all.

One reason that people are willing to share
what they have for a greater good is that the
government has made it financially
attractive to do so, by giving
incentives through tax
benefits. Implicitly, the
government recognizes
that it can’t meet all
social needs, and can’t
meet many of them
as well as can be
done by individuals
and private organiza-
tions. So it is willing
to leave more money
in those hands to be
used charitably.

The government
is to be applauded for
motivating individuals
to take more respon-
sibility for helping
others. In fact, the
United States provides
better incentives for charitable giving than any
country in the world.And the evidence tends
to argue in favor of enlarging and promoting
this approach, of encouraging everyone to
take more responsibility for solving society’s
problems and promoting the common welfare.
One way to do this is to give individuals 
as much direction as possible over their own
charitable donations.The benefits of doing this
are numerous and far-reaching.

First, and perhaps most important, encour-
aging individual philanthropy enables those

donors to feel a certain “pride of ownership.”
This fosters an increasing degree of individual
involvement. When people give, they don’t
want to see any of those assets wasted or used
ineffectively. So, when people have a significant
amount of direction over their own charitable
donations, they’re likely to manage them
more effectively than the government, or
anyone else, could.

Increased donor involvement 
also has a positive impact on

the charitable organizations
themselves.When people

involved help charities
manage their funds
more efficiently, the
charities can be
more successful in
their efforts. Greater
donor direction over

giving creates 
a free-market environ-

ment, where the charities
that manage themselves
most effectively are the
ones people will want to
give their money to.
As a result, charitable
organizations will become
much better at what they
do and how they do it.

Additionally, when individuals make
charitable donations—instead of holding
onto their assets—that money is released
into the economy. So society gets the benefit
of economic stimulus as well as attention to
a specific need.

By encouraging individual philanthropy,
we will be expanding the involvement of
individuals in many programs of wide-
ranging social benefit.As this occurs, we will
all play a greater role in improving the  world
around us.
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Taking Responsibility for the Common Good
By Ben L. Schaub, J.D.
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world who want to pursue the dream of becoming a pianist.
Charitable donations from supporters allow the organization
to seek out qualified individuals for the program, cover the
cost of lessons, provide performance opportunities, and help
pay travel expenses for out-of-town concerts or competitions.

Avanti is the brainchild of two classical music lovers:
Reginald L. Couch, a retired piano instructor, and native

Brazilian Caio Pagano, Ph.D., an international concert pianist
and a Regents’ Professor at Arizona State University, where 
he teaches piano.Their combined dedication to music led to
the formation of an organization that identifies and nurtures
talent that might otherwise fail to find its way.

Avanti’s Beginning
In 1996, Jeanie Miller, founder and chairman of the

International Ambassadors of Music, joined with the City of
Phoenix in producing an official program for Super Bowl
XXX in conjunction with the Martin Luther King Fine Arts

and Education Program. This concert was to be a salute to
heroes through the music of children from around the world.
One Sunday morning, Miller saw television news coverage
from war-torn Sarajevo during which a 14-year-old Bosnian
pianist was spotlighted as he prepared a concert for the people
of Sarajevo. She immediately called the network, and after
eight months of intensive and sometimes dangerous work,

succeeded in bringing the young musician and his family to
Phoenix to take part in the Super Bowl concert.

The International Ambassadors of Music paid round-trip
airfares for the whole family, who stayed in the United States
with Miller for six months. Dr. Pagano, who was contacted to
give piano lessons to this young musician, introduced Miller to
Reg Couch. Out of these encounters was born Avanti, to help
support this worthy young pianist, and eventually, many others.

“Avanti’s ultimate goal is to encourage young musicians to
use whatever God-given talents they have to the utmost,” says
Couch. Under the leadership of Dr. Pagano, students undergo
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ometimes it takes the right teacher to bring a particular subject to life. Or a passionate
performer to move you with music you never thought you liked.

That’s what happened to Shirley Hernandez, who hesitantly offered her Phoenix
home to a gifted young pianist from China in need of a place to stay. It was the first
real test of the Avanti Foundation’s Host Family Program.

Fifteen-year-old Jian Liu was in the United States to pursue his musical aspirations
with Avanti’s help. He needed a place to live.“I wasn’t sure at first how this
was going to work out,” says Shirley, who with her husband, Sam, had
reluctantly agreed to try the arrangement for a couple of weeks.

One thing Hernandez was pretty sure of was that she was not a fan of
classical music—that is, until she met Liu.“The first time I heard him play,
I cried. I asked ‘Where did that come from?’The passion with which he
plays is way beyond his years.”

What started out as two weeks ended up a year. Looking back,
Hernandez says it was one of the most rewarding experiences of her life.
“I’ve been so blessed. He’s been such a good influence on my kids, and he’s
like a son to me now,” she says.“I don’t want him to ever leave!”

The organization that enables Liu to study in the United States, Avanti
International Pianists Foundation Inc., was created to provide funding,
lessons, competition and performance opportunities and other support
such as host families for young, musically gifted students from all over the
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with pieces such as Bach’s Invention No. 6
in E Major and Mozart’s Fantasie in D
minor KV397 along with pieces by Schubert,
Chopin, and Debussy. “Performing is her
love,” says Trish, Lauren’s mother.“We never
have to tell her to practice. She loves it; she’s
drawn to it.”

Barney gives much of the credit for
Lauren’s enthusiasm to Mrs. Pagano. “She
teaches Lauren so well and so carefully,”
she says. “She passes on her love for music
to her students. Lauren wants to perform
and be a music teacher just like the
Paganos. She’s even teaching her six-year-old
brother to play.”

Worldwide Reach
Avanti makes an impact all over the

world. “During just one three-month
period this spring and summer, Avanti
students performed in China, Ukraine,
Italy and Brazil, as well as the United
States,” says Couch.

Dr. Pagano also takes great satisfaction
in the globe-trotting accomplishments of
Avanti’s students. “These kids enrich the
lives of music lovers wherever they go.
They’re brilliant. They’re extraordinary.
They change people’s lives.”

The students have international—
and personal—impact in ways that 
go beyond sharing the joy of music.
Twenty-seven-year-old Avanti student
Marcello Cesena recently had an
opportunity to “give back” by
raising $50,000 through a benefit
performance in Italy for hundreds
of young children there whose
lives had been affected by drugs
and alcohol.

Donations by concert goers
and fans of the arts help Avanti
continue to provide funding 
to promising musicians. “We
attract more donors by setting up
events such as music festivals,” says
Dr. Pagano.

A Brazilian Art Festival, to 
be held in Phoenix in April,
is being planned as a major 
fund-raising event.The week-long
festival will celebrate Brazil’s 500th
anniversary, and will feature

performances by Dr. Pagano, the Brazilian
Guitar Quartet, and some of Avanti’s
prized students. Donations made by
attendees will go directly to the Avanti
Foundation to help fund more students.
Avanti volunteers are planning to make
the festival an annual event, and hope to
hold the 2001 festival in China.

Hopes for the Future
Plans such as these reflect Avanti

organizers’ high hopes for the future.“We
want to grow,” says Dr. Pagano, “and 
be known as an umbrella organization
that supports future musicians and
organizes festivals that bring together
different cultures.”

Couch and Dr. Pagano are extremely
grateful to all supporters of Avanti—who
include the host families, volunteers,
board members,Arizona State University’s
(ASU) College of Fine Arts, the American
Foundation, International Ambassadors 
of Music, and most of all, financial
contributors—for making their dream of
helping young musicians possible.

Tom Fay, director of development 
for ASU’s College of Fine Arts, couldn’t 
be happier about the program’s successes.
“Helping promising students to achieve 
their goals is part of our goal here at the
college, and we support Avanti's efforts
wholeheartedly,” he says.

Still, perhaps no one has
invested more time and energy
into Avanti than its two
founders. “We’re all here on
earth for some reason other than
to eat, drink, and sleep,” says Dr.
Pagano. “We’re also here to do
something for other people.”

Says Couch:“I have a favorite
quote that I like to share with
friends:‘One hundred years from
now, it will not matter what my
bank account was, the sort of
house I lived in, or the kind of
car I drove. But the world may
be different because I was
important in the life of a child.’”
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rigorous training that includes
the study of music history and
theory, in addition to concert
performances, recitals, and hours
upon hours of practice.

Piano lessons suitable to
develop the abilities of a gifted
student can cost an average of
$100 per session, and costs of
attending occasional summer
camps, classes, or concerts out
of town can quickly become
impossibly burdensome to the
average family. Avanti covers
the cost of these expenses so
that the students can focus 
on achieving their personal
goals. Says Dr. Pagano of his
zeal and mission:“It’s all about
loving to help others be the
best they can be.”

Dr. Pagano is highly qualified
to provide that help. Having performed with
many leading conductors all around the
world, he is the winner of the International
Award in Barcelona, the Grand Prix of the
National Piano Competition in Brazil, and
the International Beethoven Prize in Lisbon.
With his credentials and talents, he could
work anywhere—London, New York, or back
in Brazil—but he says he’s needed in Phoenix,
and that’s where he’ll stay for now.

Gifted Recipients
Studying under one of the world’s finest

concert pianists is a privilege many young musi-
cians can only dream of. It takes a special blend
of talent,dedication,and attitude to be an Avanti
student. Often, Dr. Pagano is approached by a
hopeful young pianist wanting to study under
him. Other times, referrals are made to 
Dr. Pagano by friends or business associates.
Potential scholarship recipients are interviewed
and asked to audition by a panel of professional
pianists. Presently, beginner pianists with good
potential start their lessons with Dr. Pagano’s
wife, Manuela, in their Phoenix home.
Advanced students study under Dr. Pagano.

Jian Liu came to Dr. Pagano’s attention 
in 1996 when he won first place in the

Missouri Southern International Piano
Competition. Dr. Pagano, who was
one of the judges, recognized Liu’s
extraordinary ability and invited
him to come to Phoenix to study
with him.

Liu has won many competitions,
including first place in the qualifying
Horowitz International Competition
for the Americas. He took third 
place in the eventual Horowitz
Competition finals in Kiev, Ukraine
last March. Jeanie Miller accompanied
Liu to Kiev, a trip that was sponsored
by Avanti, International Ambassadors
of Music and other contributors.
In October, Liu was to join other
winners in presenting five concerts in
the Washington, D.C. area.

Avanti also made possible joint
performances by Liu and Dr. Pagano
in China, at the Conservatory of
Beijing and in Liu’s hometown of
Qing Dao, to rousing receptions.

After his return from Ukraine,
Liu played selections from his Horowitz
program before 800 people at the
Scottsdale Center for the Arts in a
concert that included two other Avanti
students, Jennifer Lee and Jason Hsu—
both teen-agers.

Lee, whose family is from Taiwan, has
performed in concerts, dazzling the
audience with her musical brilliance.
Jason Hsu, who lives with his family 
in Scottsdale, wants someday to be a
concert pianist. But the primary reason
he plays is for its own reward. “It makes
me feel good—it entertains me,” he 
says. Avanti has helped inspire Hsu 
to excellence and to experience that
enjoyment while performing publicly.
He says he was daunted to learn of the
size audience he’d be performing in front
of at the Scottsdale concert.“I was a little
nervous at first, but I did fine,” says Hsu.

Avanti Foundation’s youngest pianist is
12-year-old Lauren Barney. Inspired by
her grandmother’s piano playing, Lauren
began taking lessons at the age of five.
Now a student of Mrs. Pagano’s, Lauren
gave her first solo concert this spring to a
group of 50. She wowed the audience
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“We want

to grow,” says

Dr. Pagano, 

“and be known as 

an umbrella 

organization 

that supports future

musicians and

organizes 

festivals that bring

together different

cultures.”

“Avanti’s 

ultimate goal 

is to encourage 

these young 

musicians to be the

best they can be 

with whatever 

God-given talent 

they have.”

Reginald Couch,

Avanti Cofounder

Founders of the Avanti
Foundation; Reginald Couch 

and Dr. Caio Pagano

Dr. Caio Pagano and 
his wife, ManuelaPH
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3.The property or asset is removed from the donor’s estate,
which is equivalent to another 100 percent estate tax deduction.

Now let’s look at what this has done for the donor.Assuming
that this donor earns $160,000 per year, the donor would sit in
a 36 percent federal tax bracket. If state income tax is added, the
total tax burden may be 40 percent.That means that, in theory,
the donor, filing jointly, would have to pay $64,000 in taxes.

If the donor decides to contribute this $100,000 asset to his
own foundation, he will still receive a dollar for dollar income
tax deduction, so his taxable income is reduced to $112,000
(for contributions of appreciated property the donor can
deduct up to 30 percent of his adjusted gross income with a
five-year carryover on deductions not used the first year.) 

Even though the donor is earning $160,000, he will only 
be taxed on $112,000. At $112,000 he moves down to the 31
percent tax bracket with a 4 percent state income tax burden,
or a total tax liability of 35 percent. He will now have to pay
35 percent of $112,000, or $39,000, in tax.

The donor’s cash flow will be $25,000 more this year than 
the year previous ($160,000 - $64,000 = $96,000 vs. $160,000 -
$39,000 = $121,000) and the donor will be able to use the rest
of the deduction ($52,000) to offset future tax liability.

The donor now has a consistent pool of funds from which to
make annual charitable contributions without tapping into his

cash flow.The charities that are benefiting will have a perpetual
income stream coming to them as long as the donor wishes.The
charity wins, the donor wins, and society is bettered.

Another more commonly known method for preserving the
family’s wealth while benefiting your favorite charity is a
Charitable Remainder Unitrust.

CHARITABLE REMAINDER TRUST

A charitable remainder unitrust is the opposite of a charitable
lead trust. It pays the income stream to the individual for the
rest of his or her life. Then the trust pays its assets to charity.
During the trust’s term, it is tax exempt. If it sells appreciated
assets, it pays no capital gains tax.

Take the scenario of a 71-year-old woman with stock valued
at $100,000. Instead of selling her $100,000 asset, the woman
can place it in a charitable remainder unitrust, naming herself as
the trustee.The woman’s immediate advantage is that she avoids
the capital gains tax that would have resulted if she had sold the
stock. She also gets a personal tax deduction of at least $10,000.

After the stock sale, the trust reinvests the sale proceeds.
There’s more to reinvest than if the stock were sold outside
the trust.That’s because the trust pays no capital gains tax. As
the beneficiary, the woman receives 10 percent of this larger
trust value.An interesting side benefit: the older a beneficiary
is, the more the law allows her to be paid. A 71-year-old
woman might be paid 12 percent; a 59-year-old, 10 percent,
and so on.

Upon the woman’s death, the asset that has been transferred
to the charitable remainder unitrust is out of her estate—therefore
avoiding estate tax—and the remaining funds are given to the
woman’s favorite charities.

Benefits of a charitable remainder trust:
♦ Tax-exempt sales of assets 
♦ Transfer to charity of choice assets that would otherwise go

to the IRS
♦ Avoid probate of assets, including probate lawyer and court

fees and estate taxes
♦ Diversify investment and business holdings without taxation 
♦ Increase income 
♦ Conjoint with a wealth replacement trust, give assets to

family free of estate, gift, and income tax
♦ Maintain control of investments for life
♦ Large income tax deduction
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CHARITABLE DONATIONS REAP REWARDS FOR EVERYONE

PREPAID T ITHING 

repaid tithing works for
anyone who contributes
regularly to a religious
institution or any other
charity. If the gifts are
consistent, this type of
gifting can be called 
the payment of tithes 
or tithing. A family
foundation can be used

to permanently and securely prefund a tithing
plan or other regular charitable donation, and at
the same time achieve a triple tax deduction.

The concept is simple.The following example
illustrates this planning technique.
Step 1: An individual or family establishes a
family foundation.
Step 2: Real estate, stock or any other highly
appreciated assets valued at $100,000 is 
transferred into the family foundation.
Step 3: The property is sold and then 
re-invested to yield 11 percent.
Step 4: Each year the family foundation
distributes $10,000 to the donor’s church (as a
tithing payment) or to other selected charities.

In essence, the donor achieves a triple
deduction and then has a perpetual annuity
that now makes all or part of annual tithes.

The three deductions are:
1. A full $100,000 charitable gift income 

tax deduction. Limited to 30 percent of AGI 
in each year. Any unused deduction can be 
carried forward for five additional years.

2.Because the foundation is tax-exempt, there
is no capital gains tax on the appreciation.This is
equivalent to an additional full tax deduction.
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OPPORTUNITY
KNOCKS
OPPORTUNITY
KNOCKS

Who doesn’t love a win-win situation? 
In the case of philanthropy, there are many
approaches where you can continue to contribute
to your favorite charity, while protecting your
assets from additional taxes.

Two of those, prepaid tithing and charitable
remainder unitrusts, offer you the opportunity to
continue your contributions while protecting your
wealth. Each offers benefits depending on your
goals for estate planning.These goals can determine
which approach would work best for you.

Getting More From Giving

P
A past member of the board of the National Committee
on Planned Giving, Alden Tueller has set up thousands
of charitable remainder trusts, written five books on 
tax-exempt trusts and charitable giving formats, developed
the Taft planned giving newsletter “Planned Gift
Counselor,” and taught planned giving at Brigham
Young University’s Law School. He is also assistant to
the president of Utah Valley State College, chairman of
Premier Administration, a charitable trust administration
and compliance company, and is a partner of the law
firm of Bennett Tueller Johnson & Deere, LLC.

By Alden Tueller
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as stock or real estate), a donor to
a public foundation can deduct
up to 30 percent of his or her
adjusted gross income. In
addition, if the donation
exceeds the amount of
available deduction for the
year, the deduction may be
“carried forward” for five
years. In other words, the
amount of the donation
that exceeded the maxi-
mum allowable deduction
in the first year can be
applied against the donor’s
adjusted gross income in
future years.

By contrast, a donor to
a private foundation may
only deduct up to 30
percent of his or her
adjusted gross income each
year in the case of cash gifts
and only 20 percent of
adjusted gross income in the
case of gifts of appreciated

assets. The five-year carry-
forward is available for donors

to private foundations, but there is
still no guarantee that this will allow

full deductibility for the donation.
Q:Which is easier for donors to operate?

A:A component foundation at a public charity  requires much
less effort to operate for the donors, because the administration,
distribution of charitable gifts, investment of funds, and the like 
can be handled by the staff of the public charity or community
foundation. Also, because the component foundation is not a
separate charity, it does not need to separately report on its
activities and its finances to government authorities.

On the other hand, when a family decides to start a private
foundation, they must go through the process of drawing up a
corporate charter or a trust instrument and must apply to the
IRS for recognition of tax-exempt status.Also, they must manage
the ongoing operations of the organization. They must make
sure that the grant recipients are 501(c)(3) organizations or
their equivalent.They must also make sure that their organization
gives out sufficient grants each year to avoid the imposition of
penalty taxes for under-distribution. Private foundations must
also undertake the accounting, auditing, and preparation of
federal tax forms (and, in some states, filings with the state
authorities) and compliance with publication and disclosure
rules. In fact, under a new federal law, private foundations must

make their annual reports available to the public upon request;
the penalties for failure to comply have also been increased by
the new law.
Q:Which format allows the donor more control over how the
charity will operate and donate to charities?
A: Because it is a separate legal entity, the private foundation
format allows the donor complete control over where donations
go, how the foundation is organized and operated, and who 
is on its board of directors. On the other hand, donors to a
component foundation at a public charity may make suggestions
about the charities they would like to support, but they cannot
force the public charity or community foundation to follow
their recommendations. Public charities and community
foundations view their mission as helping individuals to realize
their philanthropic dreams and they make varying degrees of
effort to carry out the suggestions of their donors.
Q: Are there any other differences between public foundation 
component funds and private foundations that should be considered?
A:Yes. The Internal Revenue Code imposes an excise tax of 
2 percent on the income of private foundations; similar taxes
do not exist for public charities. Also, the rules for operating
private foundations—which do not affect component funds of
a public charity—are quite rigorous and, if violated, carry
monetary penalties for the foundation and, in certain cases, for
the directors of the private foundation individually. There are
penalties imposed on private foundations that fail to distribute
5 percent of their assets in charitable grants in any year. Private
foundations are also forbidden from owning more than 20
percent of the common voting stock of any corporation, and
are prohibited from investing in certain types of more speculative
investments. Moreover, private foundations are prohibited from
transacting virtually any type of financial business with its
directors or managers; except for certain situations, such acts
are considered “self-dealing” acts which subject the foundation
to monetary penalties.
Q:What would be your overall advice to donors?
A: A component foundation at a public charity provides almost 
all of the benefits of a private foundation,with none of the admin-
istrative burden or legal risk. Like a private foundation, it allows
the family to perpetuate its name and carry out a philanthropic
mission,but it provides superior tax benefits.Except in cases where
the donors insist on complete control and are willing to make the
effort and take the risk to maintain a separate organization, the
component foundation at a public charity is a better choice.
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Public or Private Foundation?
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By Pamela A. Mann, Esq.

Q: What is the difference between a “public
foundation” and a “private foundation”?
A: A “public foundation” is a short-hand term
for a “family foundation component account”
(referred to as a “component foundation” in 
this article) organized within a community
foundation or a public charity such as the
American Foundation. Such charities and
community foundations qualify as “public
charities” and are entitled to an exemption
from taxation under Section 501(c)(3)  of the

Internal Revenue Code. Donations to  compo-
nent foundations within these entities are treated
as donations to public charities by the Internal
Revenue Service. A “private foundation” is a

free-standing charitable organi-
zation to which a small number of
individuals contribute.A private foundation is
entitled to a 501(c)(3) exemption, but must pay
some taxes on its investments and abide by a
series of rules concerning the conduct of its
directors, its investment activities, and various
other things.
Q:Are there tax benefits to creating a component
foundation within a public charity?
A: Yes. Because the component foundation

would be part of
an organization
that has public
charity status, its
donors are gen-
erally entitled to
more beneficial
tax treatment than

are donors to private foundations.A donor is able
to give a fully deductible gift of up to 50 percent
of his or her adjusted gross income each year. In
the case of donations of appreciated assets (such
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hen deciding whether to form a “public
foundation” or a “private foundation,” a
family that wants to start a philanthropic
organization has many factors to consider:
What are the charitable goals the family wants
to serve by starting the organization? How can
they maximize the tax advantages of gifts to

the foundation? How much time does the family wish to
devote to the operations of the organization? This article
will address these issues and others that should be weighed.
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