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     One of the ways we can support the long-term financial strength of our local charitable organizations is by contributing to their endowment funds. This article will briefly explain what these funds are, and the many benefits of endowment funds.

     What is an Endowment Fund? The word “endow” means to provide a permanent source of income. Financial gifts to an Endowment Fund of a charitable non-profit organization are invested in perpetuity, with the annual income from the gift distributed back to the charity each year. Charities establish Endowment Funds to provide a steady source of future income for their organization. In addition to the current-year tax deduction for the gift, the donor will have made a “legacy gift” which will help the charity year after year. Over a long period of time, the donor’s initial gift will have been multiplied many times over.

     In the case of small charities, the monies in their Endowment Funds are typically managed by professional investment advisors, such as a trust banks or non-profit community foundations – so as to secure the highest possible yield on their invested monies. For example, the Community Foundation of Northern Community currently manages 30 Agency Endowment Funds.
     Donors who contribute to Agency Endowment Funds do so for numerous reasons, including to help sustain the charitable organization over the long term, and to leverage their initial gift into what will become a much larger gift over time. For the charities, the steady, dependable annual distributions from their Agency Endowment Fund provide an important part toward meeting their annual operating budgets.

    A number of Estes Valley charities have established their own Agency Endowment Fund. As you consider financial support of your favorite local charity, you may wish to consider directing your gift to its Agency Endowment Fund at the Community Foundation.
· Your annual gift changes lives today
· Your planned gift changes lives tomorrow
· Your gift to an Endowment Fund changes lives forever.

FYI: An update on IRA charitable rollovers:  On October 3, 2008 President Bush signed into law the “Tax Extenders and Alternative Minimum Tax Relief Act of 2008”. One provision of this Act extended the “IRA charitable rollover” (that had been in effect during 2007, but expired Dec. 31, 2007) to continue through 2008 and 2009.

     By way of background, persons having an IRA are required by law to begin taking annual distributions out of their IRA in the year in which they reach 70 ½ years of age. These distributions are fully taxable as current-year income. In addition, the distribution each year must equal, or exceed an IRS determined Required Minimum Distribution (RMD).
     In the past, if a person wished to donate some of the IRA distribution to charity, he or she would have to take the IRA distribution, pay current-year income taxes on it, and then gift the money to the charity, and claim the gift as a Schedule A tax-deductible gift on the return.

     The “IRA charitable rollover” provision offers a second alternative.  With this option, up to a maximum of $100,000 can be transferred from your IRA directly to a charity – including the Community Foundation of Northern Colorado --- without having to pay current-year income taxes on the portion that was transferred to charity. The taxable portion of the total distribution would thus be reduced by the amount that passed directly to the charities. In addition, the charitable rollover qualifies for all or part of your RMD. With this alternative, the rollover amount cannot, however, also be claimed as a Schedule A charitable deduction.  You should consult with your CPA or tax advisor to determine which alternative is most favorable for your individual tax situation.

If you’re interested in establishing a permanent legacy in your community, this provision is a wonderful opportunity to make the gift of a lifetime. When you establish a fund at the Community Foundation, you join hundreds of other Northern Colorado residents who use smart, convenient, low-maintenance giving vehicles to achieve their philanthropic dreams.
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