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401K millionaires and corporate charitable
giving.

Greetings from the Community Giving Foundation! Our team welcomes the opportunity
to be your first call as you begin discussing philanthropy with a client. It's our honor—
and our mission—to help you develop charitable giving plans to meet your clients’
philanthropy goals while also supporting the important tax and estate planning
objectives you're establishing for those clients. And a lot of you are taking us up on this
invitation! We’ve enjoyed the opportunity to talk with attorneys, accountants, and
financial advisors to set philanthropy in motion for your clients. Recent conversations
have reflected some of these issues:

e As clients’ retirement accounts continue to grow, so does the opportunity for
clients (and the community) to benefit from careful and intentional charitable
planning. Our Foundation can help you serve clients among the newly-minted
“401K millionaires” as well as clients who crossed that threshold years ago.

e Clients wear many hats. They are children, parents, siblings, and volunteers for
charities. Many of your clients are also corporate executives or small business
owners. Addressing your clients’ corporate giving needs alongside their
individual and family philanthropy priorities is sometimes an overlooked
component of estate and financial planning. Our Foundation can help.

Community Giving Foundation can help your clients take a holistic approach to
charitable giving. We look forward to continuing the conversation!

Alyssa Meyers-Sanonu, Foundation Director of Philanthropy
570-752-3930 ext. 3 (office) » 570-850-3504 (cell) « ameyers-sanonu@csgiving.org
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Advising the charitable millionaire next door.

B

At the end of 2024’s first quarter an estimated 485,000 Americans could count
themselves among the so-called “401K millionaires”, meaning the balance in their
employer-sponsored retirement plans has reached the $1 million level. Thanks in part to
stock market rallies during the first part of the year, that’s a larger number than ever
before. Many of these 401K accounts will be rolled over into IRAs after retirement and
the assets will continue to grow.

With so many of your charitably-inclined clients holding large sums of money in 401Ks
and IRAs, now is an important time for a brief refresher course on the benefits of
deploying these accounts toward achieving clients’ philanthropic goals. Indeed, through
a charitable bequest of any type of property can help achieve a client’s estate planning
and legacy goals, retirement accounts are especially powerful. When your client names
a public charity, such as a donor advised or other fund at the Community Giving
Foundation, as the beneficiary of a traditional IRA or qualified employer retirement plan,
your client achieves extremely tax-efficient results. Here’s why:

1. First, the client achieved tax benefits over time as the client contributed money to a
traditional IRA or to an employer-sponsored plan. That’'s because contributions to
certain retirement plans are what the IRS considers “pre-tax”—your client does not
pay income tax on the money used to make those contributions (subject to annual
limits).

2. Second, the assets in IRAs and qualified retirement plans grow tax free inside the
plan. In other words, the client is not paying taxes on the income generated by those
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assets before distributions start in retirement years. This allows these accounts to
grow rapidly.

3. Third, when a client leaves a traditional IRA or qualified plan to a fund at the
Community Giving Foundation or another charity upon death, the charity does not
pay income taxes (or estate taxes) on those assets. By contrast, if the client were
to name children as beneficiaries of an IRA, for example, those IRA distributions to
the children are subject to income tax (and potentially estate tax), and that tax can
be hefty given the tax treatment of inherited IRAs.

So, if your client is deciding how to dispose of stock and an IRA in an estate plan and
intends to leave one to children and the other to charity, leaving the IRA to charity and
the stock to children is a no-brainer. Remember, the client’s stock owned outside of an
IRA gets the “step-up in basis” when the client dies, which means that the children won'’t
pay capital gains taxes on the pre-death appreciation of that asset when they sell it.
Speaking of savvy giving techniques using IRAs, a client who is 70 V2 or older can make
tax-efficient gifts directly from an IRA to a qualified charity (including certain types of
funds at the Foundation), up to $105,000 per year!

The Community Giving Foundation is always happy to work with you to ensure that your
clients are maximizing their assets to fulfill their charitable giving goals, both during their
lives and through legacy gifts. Reach out to continue the conversation!

Left behind? Why companies need
philanthropy advice, too.

It's relatively straightforward to see how philanthropy figures into the financial and estate
plans you build for individuals and families. After all, many of these clients are already
supporting their favorite community causes, and it’s your job to make sure they know
about all the options to give using techniques that achieve both philanthropic goals and
tax goals. The Community Giving Foundation works with attorneys, accountants, and
financial advisors every single day to help meet clients’ needs.

What you might not always consider, though, is that many of your clients are executives
in companies whose leaders want the company itself to lean into charitable giving.
That’s why it's wise to be aware of best practices in corporate philanthropy and know
ways our Foundation can help.

For example, establishing a corporate donor advised fund—essentially functioning
and named as a corporate foundation—helps executives organize the company’s giving
in a convenient, 501(c)(3)-qualified structure, avoiding the time and expense that would


https://www.bankrate.com/retirement/inherited-ira-rules/
https://seekingalpha.com/article/4458768-step-up-in-basis
mailto:ameyers-sanonu@csgiving.org
https://csgiving.org/professional-advisors

be required for the company to establish and maintain a separate foundation entity. The
company can fund the corporate donor advised fund each year, thereby organizing
charitable donations to a wide range of nonprofits through a single source of funds. This
structure can help maintain historical corporate giving levels even when the company
experiences a down year.

What’s more, many companies coordinate with the Foundation to offer donor advised
funds to employees, especially to take advantage of company stock gifts. A program
like this is a perk for employees who'll enjoy organizing their giving and using the
Foundation’s many tools and services. The program also helps inspire employees to get
more involved in the community, which is good for everyone.

In many instances, the Community Giving Foundation takes on a back-office role for a
company’s giving strategy and grant administration, responding to and evaluating
funding requests to align with the company’s goals for supporting and prioritizing
causes. The Foundation can also help establish and administer employee giving and
disaster relief campaigns—our tools to receive and process donations can help a
company and its employees respond quickly and meaningfully to disasters and other
urgent community needs.

Note that many companies appreciate the Foundation’s infrastructure, reporting
practices, and compliance protocols to ensure that all tax laws and other IRS
requirements are met. Instead of the company bearing these responsibilities, it’'s our
Foundation’s job. The team at the Community Giving Foundation looks forward to
working with you and your clients who are corporate executives, or even local small
business owners, who are excited to give back to the community where they’ve built
businesses and developed lasting relationships with employees and customers.
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The team at the Community Giving Foundation is a resource and sounding board as
you serve your philanthropic clients. We understand the charitable side of the equation
and are happy to serve as a secondary source as you manage the primary relationship
with your clients. Learn more at csqiving.org/professional-advisors. This newsletter is
provided for informational purposes only. It is not intended as legal, accounting, or
financial planning advice.
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The Community Giving Foundation is a 501(c)(3) organization that develops, manages,
and distributes funds for charitable purposes in communities across the Central
Susquehanna region of Pennsylvania.
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