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Philanthropy is increasingly a topic that is raibgdour clients and one that we are starting teerai
proactively with them. For some cultures or religipthere is a clear imperative to give on an ahnua
basis, for other people it may be a simple desiigite something back to the broader community.

This creates both opportunities as well as obstadige to the cross-border nature of their giviig. have
to ask questions such as: are there tax benefitshatd to any charitable donations, such as Giftikthe
UK, or is the family more concerned by confidentygaland would they prefer to keep a low profile to
their philanthropic activity? What is the optimahicle to channel their giving, and is it complianth
their religious or ethical beliefs?

A concern has been that the economic downturn waddce charitable donations from individuals as
they rein in their expenditure, but this is possiifset by a moral imperative to help others wheia
distress or facing financial hardship. Anecdotali, still see new funds being established, evémeif
initial capital or gifts are smaller than first aipated.

Conflicting demands

In UK context, charities must be feeling that tlzeg being pulled in different directions. At onaletheir
operational and investment income has been faltmgjr financial assets have been negatively ingzhct
by declining interest on cash deposits, dividens om their share portfolio and property rentabime
under pressure from failing tenants.

At the other end, the demand for their grants amdicses has never been higher, whether it is to
complement or supplement government funding, itsetler pressure) or dealing with the direct
consequences of rising unemployment and failingnesses. Those charities that are too reliant on
government funding must look with envy at thosenvehdowed funds which may be more flexible in
gifting from capital as well as income. If everthavas a time for trustees to dip into capitalupmement
grants that normally are paid from income, it isvno
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UK Charitable Trusts

This has been the legal structure of choice initKkdor many years. Within SG Hambros, we have
recently helped establish a number of UK charitéhists, both for UK resident clients and also pean
and Asian clients. While wealthy UK families havéoag history of establishing family trusts as iete
for their grant-making, it is the latter trend oférnational clients that has been surprising. & lage
distinct reasons for this. The first is that theg attracted to the robust legal nature of a UKritdlale
trust, which has evolved over many centuries amdgslated by the UK Charity Commission. The
irrevocable nature of a gift to a charity may haveater attraction for a client who wishes to gaac
water between their charitable assets and thesopal assets, should there be any possible intederby
their home state at a later date.

Secondly, a UK charitable trust is a relativelyitde structure where funds can be received froth an
made to non-UK jurisdictions (subject of coursdhie anti-money laundering checks and constitutfon o
that particular charity). At present there is no{iairropean giving vehicle where tax benefits are
recognised across the European Union.

On checking the current state of EU legislatiorhvideris Gardner of Maurice Turnor Gardner, she
highlighted the European Court of Justice’s judgnieithe case of Persche v Finanzampt Lidenscheid.
and the possible implications for cross-borderdeductions. The case concerned a gift by a German
citizen (Hein Persche) to a retirement home inlR@t He was denied tax relief on the donationhay t
German tax authorities, on the basis that thewgit made to an institution established outside @eym
Had the gift been made in Germany, he would haem letigible for relief.

The ECJ ruling was that an EU member state musivadl tax deduction for donations, whether in cash o
kind, to a charity established in another EU mens&te. The implications of this case are not omdy a
UK citizen making a gift to European charity shoatthsider making claims in their tax returns, daba
that an EU citizen making a gift to a UK charityoshd also consider making a claim for tax deduction
their home state.

Community Foundations

I must admit to having a personal interest, both &sistee and supporter of the work of the Comtguni
Foundations (CFs) in the UK. CFs are a great caridulocal giving in the UK to community-based
groups, covering 95 per cent of the UK through Bm&unity Foundations, each charities in their own
right. The USA has stolen a march on the UK, witme US CFs having been established for over fifty
years. The New York City Community Trust, for exdeas over $1.5 billion of assets and made grants
of $168m in 2008.

This is not something that we have been able teeaehin London, where there are competing chastabl
entities, including London based CF's, the Mayéitsnd and the Lord Mayor’s Fund. Logic dictates that
there should be a charity champion for London big, tas yet, is not the case.

CFs also offer “donor advised funds” (DAF’s) whicave gained traction as an alternative to estdbtish
a family charitable trust. A DAF with a communityundation provides many of the same benefits to a
client as a private family charitable trust, indhglall tax reliefs, but if they choose, clientg atso able to
use the CF's grant-making, due diligence, monitpand reporting services.
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In addition, for those families or companies whe lmoking to establish DAFs with their local CFeth
Government has established a £50 million (arourirsBlion) matched fund whereby each £1 donated is
matched by a minimum contribution of an additiofa) and in some cases greater. If you combineathe t
benefits of Gift Aid along with matched funding, imitial £1 donation can result in a charitabledusf

three times the initial value. The minimum size dorendowment fund through this route is £25,000.

Professional intermediaries as philanthr opic advocates

A welcome trend over the last year is the recognithat professional advisors, such as lawyers,
accountants and bankers, can be key advocatesitavalthy clients to advance their philanthropic
activity. These professionals also need to workwach other across their specialist roles. A nurabe
forums have been actively promoting these multtiginary concepts, including the European
Association for Planned Giving, New Philanthropyp@a and the Community Foundation Network.

Stephen Lloyd of law firm Bates, Wells and Braitlit@das taken this one step further by establishing
working group to lobby for London as a world recisgd centre for philanthropy. The global nature of
philanthropic giving is exemplified by the work Bbckefeller Philanthropic Advisors who, from a core
US base, now advise over 150 donors making anmaatgin excess of $200 million to more than 24
countries in Africa, Asia, Europe, Latin Americadadorth America.

Philanthropy within private banks

So why are private banks building up their philaogic services? A cynical response might be thiatat
symptom of the zeitgeist, reflecting a backlashiragjeexcessive consumption and wealth creatiorerAft
all, it does no harm for a financial institutiongbow a little humility. A more balanced resporséhat it
is good business practice, and is being drivenlieptcdemand.

The establishment of a dedicated philanthropic teatimin a private bank is not cheap and the pemnni
debate relating to this type of activity is whethieshould be a profit centre or a cost centr¢hdf former,
then that may be contradictory to the spirit ofighihropy. If the latter, then there needs to hidence
that this service both retains clients, by engadjiregn on a highly personal level, while broaderthng
range of financial and advisory activities.

At present, | would suggest that it is being usesharily for client retention than client acquisiti. At SG
Hambros, our objective is that every private bargteruld feel comfortable about raising this subyeith
their clients, which will require specialist traiigj and resources.

We are working with colleagues in Europe to enhanaenvestment capability for clients (micro fircan
socially responsible and Shariah compliant invests)eas well as establishing dedicated funds fdin bo
clients and staff, such as the Société Général&ktiup Charitable Trust.

ProFundGom

Precision Marketing for Alternative Investments

http://lwww.wealthbriefing.com/html/article.php?ids=P66&page= 14/09/200:



