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The Case for a Real Estate Gift Opportunity Fund

Real Estate Assets as Charitable Gifts

The value of real estate assets owned by households increased, on average across
the country, by 43% from 1998 to 2002. Over the same time permd the value of non-
cash financial assets owned by those households shrunk by 7% . This means that real
estate holdings increased from an average of roughly 25% of total household assets to
about 35% of assets over that short period of time. In many instances, of course, much
more than 35% of a household’s assets are real estate assets.

Much of this real estate is held by aging households facing estate planning,
retirement and charitable decisions. Indeed, making the conservative assumption that
$41 trillion of wealth will be transferred by aging generations over the next 45 years,”
and that 35% of this wealth is in the form of real estate, this suggests that over $14
trillion of real estate will be transferred, one way or the other, as aging generations make
decisions about their real estate holdings in the years ahead. Close to one trillion dollars
of this real estate that will be in transition is in the six New England states alone.

This situation offers tremendous opportunity for non-profit organizations and
private property owners interested in working together to fashion tax-wise charitable
solutions for the transfer of some of this property. The time is especially opportune for
considering those charitable real estate arrangements made more attractive by today’s
very low interest rates, notably life-income arrangements and retained life estates.
Furthermore, real estate owned by households considering estate planning options is
rarely encumbered by debt, which can greatly simplify charltablt gift arrangements. (For
persons 65 years and older, 83% of real estate is debt-free. }

Why Aren’t There More Real Estate Gifts to Charities?

Given these circumstances, why has so little attention been paid to gifts of real
estate by the professionals advising aging families -- trust and estate attorneys, CPAs, and
financial planners — and by development officers and gift planners at charities
themselves? First, professional advisors who are generally quite comfortable
recommending creative gift strategies to their clients regarding appreciated stocks, bonds,
mutual funds, partnership interests, insurance policies, and even artwork, often seem out
of their element in discussing their clients’ real estate holdings. In their professional
practices, many such advisors simply have not encountered examples of, say, real estate
being used to fund charitable remainder trusts or charitable gift annuities. At the same
time, professional training sessions and conferences generally give little attention to the
tax treatment and operational logistics of such real estate transactions. Furthermore,
many non-profit organizations have discouraged gifts of real estate, either because of the
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