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SAMPLE ANNOTATED AGENDA FOR DISCUSSION OF REAL ESTATE GIFTS, LEADING TO DRAFTING OF GIFT ACCEPTANCE POLICIES  

Example of annotated meeting agenda for key players within an institution, aimed at developing buy-in on real estate gifts generally and , more specifically, general agreement on real estate gift acceptance policies and procedures prior to actually drafting the document.

________ University

Real Estate Gift Policies and Procedures Discussion

June 22, ______
9:00 am – 11:30 am
EXPECTED PARTICIPANTS

_________, Vice President for University Advancement

_________, Vice President for Finance

_________, Associate Vice President for Finance

_________, Office of General Counsel
_________, Senior Director, Planned Giving
_________, Associate Director, Planned Giving
_________, Senior Director of Donor Relations

​​​​_________, Consultant
I. INTRODUCTION AND OVERVIEW – 30 minutes
· Highlight recent experience with real estate gifts
· Goal for the meeting: update ____’s gift acceptance policies and procedures related to real estate 

REAL ESTATE GIFTS OVERVIEW 
· The real estate gift opportunity 
· Experience at peer institutions (based on quick survey of real estate gift experience at other institutions)
· Why is there an increase in real estate gift activity?

· Trends in real estate gifts

· Motivations of the real estate donor

· Profile of the real estate donor

· Traits of successful real estate gift programs

REASONS FOR UPDATING REAL ESTATE GIFT POLICIES AND PROCEDURES

· Clarifying who does what at what stages of the process

· Providing prompt decisions (including tactful turndowns), for benefit of donor prospects and the University

· Clarifying approaches to risk avoidance/management, including review of rigorous due diligence procedures

· Taking advantage of emerging best practices in the real estate gifts field

· Laying the groundwork for further educating gift officers, other staff, Board

· Providing a comfort level for developing a marketing program for real estate gifts

II. REVISING REAL ESTATE GIFT ACCEPTANCE POLICIES – (60 minutes)
Types of real estate interests accepted

· Anything but time shares and cemetery plots?

Location

· Anywhere?
· Foreign properties?
Mortgaged property

· Preference is to accept only unmortgaged properties. 
· Exceptions? Proximity to campus…
Minimum value for real estate gifts, and methodology for valuing gifts 
· $100,000 is a reasonable minimum number, but recommend that it be on a

net present value approach, to measure all gifts by the same yardstick

· Project costs of structuring, evaluating and closing a gift, and of disposing of it – all should be netted against projected proceeds

· Include NPV of life income stream

· Net should be estimated in present dollars

· Allow for exceptions that can, and sometimes should, be made – e.g. when a proposed gift is part of a larger philanthropic plan
Outright Gift Example

An Arizona condo, estimated value of $150,000, proposed as outright gift. Assume sales price $140,000; assume due diligence and consultant fees of $2250; assume cost of two closings and brokerage of $12,300; assume 6 month carrying costs of $200.  Projected net gift proceeds: approximately $123,000 ($125,250).

CRUT Example

A $250,000 summer home is proposed for gifting to a 5% CRUT by a couple in their mid-70’s.  Conservative estimate of market conditions projects actual sale price at $230,000. Assume $8000 of due diligence/structuring costs, and $23,000 (10%) for costs of sale etc.  Assume donor makes cash contributions to cover carrying costs. This would mean $199,000 of estimated net proceeds invested in CRT.  Assume modest investment returns. Based on these and other assumptions, PGCalc projects a remainder interest for the University, in present value terms, of about $128,000.

Bargain Sale Example

Vacant land, with zoning and market conditions suitable for sale for development, has appraised value of $1.4 million.  Owner proposes he sell it to the University for $750,000.  University’s own appraisal, and market investigations, lead to conclusion that property would likely sell for at least $1.2 million within six months.  Assume $10,000 of due diligence/structuring costs, and $120,000 for brokerage, legal, closing, etc.  Assume carrying costs over six months of $15,000.  If University purchases for $750,000, and sells for $1.2 million, this would suggest projected net proceeds of $305,000.

Real estate gift structures accepted

· Outright

· Don’t assume otherwise. Always go here first.

· The most common form of real estate gift in recent years (other than bequest).

· Bequest (Currently no minimum value required)

· Preference is almost always to have the estate liquidate the real estate and remit cash

· If property is to come to the University from the estate, the same due diligence requirements apply 

· University reserves right to disclaim

· Charitable remainder unitrust – (Current minimum is $250K and expected net present value of the gift should be equal to at least 55% of initial funding value of trust)

· Flip trust suitable for real estate

· Must be debt-free real estate

· Donor should be told to expect to make cash contributions to cover carrying costs

· Donor should be advised about self-dealing rules

· Suggest flexibility on serving as trustee, rather than the current 100% beneficiary policy. (More and more institutions prefer to serve as trustee from the outset for real estate-funded CRTs.) 

· University could consider serving as trustee if

· Beneficiary interest is irrevocable

· Net present value of University’s interest is at least $100,000

· University is the largest beneficiary (in the case of multiple charitable beneficiaries)

· If University serves as trustee, same due diligence procedures apply

· Charitable gift annuity 
· Most institutions are seeing increased demand for this gift arrangement (as opposed to CRUTs) because of desire for steady, no-risk payments

· Dealing with liquidity issues:

· Defer at least one year 

· Pre-marketing OK

· Charitable put option, aiming for simultaneous closing (Describe put option)

· Face amount on CGA contract is generally appraised value of property

· Rate adjustment downward to reflect expected actual net proceeds to be invested

· Retained life estate 
· Underutilized in relation to appropriate situations

· Same due diligence procedures apply

· Minimum age of 70? 65?

· Life estate can be reserved for one or two lives (or for fixed term)

· Importance of comprehensive side agreement,  dealing with:
· Incapacity, vacating the property, capital improvements, etc.

· Anticipate annual monitoring/stewardship/inspections visits

· Bargain sale 
· Underutilized in relation to appropriate situations – including properties near the University campus

· Can be an excellent alternative to life income gifts

· Commissioning the University’s own appraisal probably makes sense

· Should net gift value be at least $250,000?

· Rather than arbitrary standard of 50% of market value

· Dealing with liquidity issues: premarketing, charitable put option

· Same due diligence procedures apply

· Fractional/partial interests 
· Can be very useful in situations where a property will soon be listed.

· Requires durable power of attorney to assure ability to market

· Same due diligence procedures apply

· Retained life estate/charitable gift annuity
III. FINE-TUNING REAL ESTATE GIFT ACCEPTANCE PROCEDURES – 45 minutes

Recommending a two-part process of screening/due diligence

1. Part One: Initial information gathering and Go/No Go

· Simplified Real Estate Fact Sheet to be completed by gift officer when speaking with donor prospect (Sample real estate gift data sheet attached)

· Hand off to Planned Giving at this point – with gift officer kept in the loop all along the way

· Additional information gathered by Planned Giving
· Gift structuring conversations

· Site visit if possible

· Gift letter including illustrations where appropriate, and list of next steps for both 
parties

· Planned Giving prepares project budget/financial projection 
· Planned Giving prepares memorandum to Gift Acceptance Committee, including a         budget/financial projection, and recommending either:

· Proceed to next level of investigation, or

· Decline the gift at this point

· VP Advancement and General Counsel are copied on this memorandum

· Initial Go/No Go decision made by Gift Acceptance Committee:
· If Go, Vice President of Finance to authorize proceeding with due diligence and identify due diligence to be completed: title work, Phase I environmental assessment, building inspection, market investigations.

2. Part Two: More extensive review and due diligence following preliminary go-ahead, handled by Planned Giving
· More extensive information gathered, using Donor Property Questionnaire

· Identifying due diligence team: local real estate attorney, environmental, realtors, building inspection…

· For outside the area, ​________ can identify due diligence team

· University pays for all of these (including Phase I)

· If a Phase II is indicated, or remediation, financial responsibility is negotiated among the parties

· Vice President of Finance signs contracts (legal, environmental, etc.) 

· Coordinating due diligence: Phase I environmental assessment, title report, market value estimates (but not necessarily full appraisal), building inspection, …
· For outside the area, __________ can help coordinate due diligence

· Account for the gift prospect is set up to track expenses, which will be reimbursed from gift proceeds

· Need a budgeted fund to cover expenses that are not recovered through completed gift.

· Some institutions have a “revolving fund” for working capital to cover these front-end costs.

· Final negotiation of gift structure and terms

3. Final gift approval (or decline)
· Final gift acceptance/decline recommendation memorandum prepared by Planned Giving for Gift Acceptance Committee, cc. to General Counsel

· Final review and approval by Gift Acceptance Committee 

· In the case of gifts with a very high profile, or with possible public relations complications, or of very substantial size, the President will be consulted.

· Gift acceptance/decline letter prepared by Planned Giving:

· Summarize gift structure, terms, contingencies

· Roadmap for completing gift

· Disclosure forms as appropriate
· Reminders about donor appraisal responsibilities, 8283, etc.

· Donor is asked to countersign indicating agreement

4. Gift closing and follow-up

· Moving the parties to gift closing

· Generally, local attorney will prepare standard HUD settlement sheet, though varies from one jurisdiction to another. 
· Warranty deed is desirable, but often a quit claim deed is all that’s available. 
· Title insurance always advisable.

· IRS Form 8283

· Donor, CPA, appraiser reminded about 8283 requirements

· Assistant Director of Donor Relations signs off on 8283 on behalf of University.  Signing doesn’t indicate concurrence with valuation.
· Interim property management – who handles?

· Property taxes, utilities, maintenance

· Insurance coverages

· Leasing

· Marketing the property – who handles?

· Identifying realtor

· Establishing price, etc.

· Sale of the property – who handles?

· Preparing for closing

· Form 8282 completed, submitted to IRS, copy to donor

IV. NEXT STEPS
1. Prepare Revised Policies and Procedures for Real Estate Gifts.
2. Prepare revisions to Gift Acceptance Policy for Real Estate Gifts

