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Three kinds of gifts

OUTRIGHT
GIFTS

ESTATE

GIFTS

LIFE INCOME 

GIFTS

• Immediate
Gift

• Bargain
Sale

• Installment
Bargain Sale

• Retained
Life Estate

• Testamentary
Will Bequest

• Testamentary
Trust Bequest

• Retained
Life Estate

• Gift Annuity

• Charitable
Trust

 Combination of above strategies
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Donor
demographics?

 1.  Mission oriented
 Previous donor history

 2.  Aging property owners
 65 or older

 3.  Ability to use tax benefits and carryforward 
tax benefits under 2018 tax law
 30% of AGI deduction for appreciated property

 4.  Relief from headaches of ownership and 
management

Donor 
demographics?

 5.  Desire income from low income or no-income 
property assets
 Lots and land that produce no income

 6.  Desire deductions to offset other gains
 7.  Simplify family distribution decisions
 8.  Owns debt free or relatively small loan on 

property
 9.  Donating to knowledgeable charity that can 

accommodate gifting needs
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Trends: 
Second home real estate wealth 

 In 2015 1 in 10 households owned 2 properties
 1 in 25 owned 3+ properties

 6.6% of 3,141 counties are classified as vacation home 
counties

 The median sales price in vacation home counties rose 
36% during 2013 to 2018 compared to 31% for all 
existing and new homes sold

Source: National Association of Realtors, 2018

Preliminary questions to ask
1. Address of property
2. How do you own the property

• Individual, trust, partnership, corporation

3. Is there a mortgage or debt on the property
• Existing or potential liens

4. May I have access to property for initial 
evaluation

• Expenses to carry property, electric, water, 
maintenance, insurance taxes

5. Is property listed for sale?
 Professional representation
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Roadblocks to real estate gifts

 Charity of choice may not be able to 
accommodate real estate gift option

 Donor may not have access to creative 
professional who can solve problems and 
comply with gifting rules and regulations

 Time consuming
 Costs involved
 Ownership issues – all stakeholders must 

agree on gifting concept

Do you really want to do real estate
Board Objections

 How do we know what it is worth?
 Real estate values are going down we will get stuck 

with it!
 REAL ESTATE - The average single-family home nationwide peaked in value on 6/30/07 but has dropped 

by 17% from that maximum value as of 6/30/12 

 HOUSING VALUES - The average home price in the USA dropped by 19.4% (in aggregate, not per year) 
over the 5-years ending 3/31/12 (source: Office of Federal Housing Enterprise Oversight)

 I know someone who has been trying to sell property 
for over 4 years, why would we take it?

 It is costly to keep and costly to sell, just get cash 
instead. Too much unknown liability exposure.

 Lack of qualified staff for the intake, management and 
sale of property

 We do not want to get stuck AGAIN!!!!!!!!!!!!!

7

8



Charitable Gifts of Real Estate
Susquehanna Valley Council of Charitable Gift Planners

November, 2019

James E. Connell & Associates
Charitable Estate and Gift Planning Specialists
Box 3335, Pinehurst, North Carolina 28374
Phone 910-295-6800 …. Fax 910-295-6866
“Building Endowments for American Charities” Page…5

Do you really want to do real estate
Staff response

 We get many gifts of non-cash assets

 Unlike stocks where we know the value we will have to get at least 
two appraisals to know the value

 Most real estate gifts will be $100,000+
 HOME VALUES RISING - Between 6/30/18 and 6/30/19, average home prices 

increased in all 50 US states.  Idaho’s +11.4% average home price gain led the 
nation over the last year while Delaware’s +1.2% growth rate was the nation’s 
smallest (source: Federal Housing Finance Agency).

 HOME SWEET HOME - Only 46% of 1,025 retirees surveyed own their home 
free and clear of any debt.  54% of retirees still have a mortgage or they rent 
(source: SOA 2017 Risks and Process of Retirement Survey). 

 A charity can hold real estate until the market comes 
back

Do you really want to do real estate
Staff response

 Opportunity for donor to make a significant gift with an 
asset no longer needed
 Sell
 Downsize
 Offload management responsibilities
 Give outright for deduction to offset other income

 We can use charitable strategies to acquire land around 
our campus/office, or for new facilities

 A knowledgeable consultant can assist with this gift
 National foundation may take real estate and we can 

benefit now or in the future
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Fidelity Charitable
www.fidelitycharitable.org

Minnesota real
estate foundation

 The Minnesota Real Estate Foundation (MREF) started in 2003 after 
seeing a statewide need to facilitate gifts of real estate.
 https://www.communitygiving.org/foundations/minnesota-real-estate-foundation

 Research shows that while real estate comprises 44 percent of 
the U.S. net worth, but only 2% of the gifts made to charities 
come in the form of real estate.

 The Foundation remains the only organization set up exclusively for 
gifts of real estate in the state of Minnesota. The MREF aims to build 
community by simplifying and facilitating the gifting of real estate.

 Some of the state's leading experts in this field guide the Foundation. 
Our board of directors have extensive expertise in the areas of 
banking, real estate development, law, financial planning, 
accounting, fundraising and nonprofit management.
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Reality gift fund
https://www.realtygiftfund.org

 To promote a transformation in charitable giving by 
accepting real estate gifts of any type… anywhere, 
fixing or remediating assets before converting them 
to cash, and using the excess proceeds to make 
grants to other non-profit organizations.

 Through its grants and educational efforts, RGF is 
committed to pioneering a meaningful impact on 
charitable giving through gifts of real estate.

Steps to Take Before Accepting
Real Estate…when you don’t have a policy

 Get an appraisal
 Ask a professional broker to evaluate the 

appraisal
 Hire a lawyer to review contracts
 “Kick the tires” Inspect and have the property 

inspected
 Mention/urge donor to pay for environmental 

evaluation
 Figure out how much income a commercial 

property could provide
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Steps to Take Before Accepting
Real Estate…when you don’t have a policy

 Determine monthly costs of keeping the property 
and project future maintenance costs

 Identify all potential risks owning the property 
and selling it in the future

 Figure out how to manage the property once it is 
gifted and purchased

 Source:  Chronicle of Philanthropy, August 2009

 NO TIMESHARES

 National Geographic 
launches first ever 
real estate gift ad
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What you want-
Castello di Casole, Tuscany

What you get offered?
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CERCLA statue

 Comprehensive Environmental Response, Compensation, 
and Liability Act of 1980 (Superfund Act)

 Any person, or entity in the chain of title (even briefly) 
can be held liable for environmental cleanup, even if it 
did not in any way contribute t the hazardous waste

 Solutions:  
 Single Member Charitable LLC
 Supporting Organization
 FLIP charitable remainder unitrust

Renaissance Charitable Foundation (RCF) is a
§501(c)(3) publicly-supported charity that operates 
private-label donor-advised fund programs

Mortgage on property

 Reduces equity of fair market value and creates a 
bargain sale
 Recourse – against the property and the owner
 Non-recourse – solely against the property

 Mortgage removal strategies
 Pay off
 Transfer to other property
 Charity short term low interest loan
 Charity purchase percentage interest 
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Take my
real 

estate..
Please?

If I gave you $100,000 and charity could make 
$50,000 in the next 6 months would you take 
that deal?

Types of real estate
 Personal residence
 Vacation home

 Non-rental
 Rental property

 Commercial property
 Used in taxpayers business

 Motels, recreational parks, farms,
 office buildings, golf courses, 
 mobile home parks, and more

 Condominium
 Farmland
 Investment real estate

 Apartments, office buildings
 Raw land
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Forms of 
real estate interests

Forms of 
real estate interests
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What is real estate worth?

 Appraisal requirements
 Qualified appraiser
 Property description
 Fair market value
 Comparable sales and

other specifics
 Environmental issues
 The IRS can impose a 20% penalty for an underpayment of tax that 

results from a “substantial valuation misstatement” (Sec. 6662(b)(3))

What is real estate worth?

 Assessment date is available on all US 
properties

 The kind of home a family owns usually 
reflects its economic status

 Primary source is the assessor for the 
county or township where the property is 
located
 Assessed value
 Market value
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What is real estate worth?

 Links to assessor’s websites:
 www.pulawski.net
 www.publicrecoreds.netronline.com

 Rough idea of market value
 www.zillow.com

 Spend a little money?
 www.knowX.com has indexed real estate 

information from most counties across the 
country, costs $7 per record.

Sample Assessor Printout
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Sample: www. zillow.com printout

 Outright or Fractional Interest
 Bargain sale
 Installment bargain sale
 Life Estate
 Gift annuity for 85% FMV
 18 month Deferred annuity
 Directed or simultaneous closing
 Unitrust and sale
 FLIP Unitrust
 Charitable Lead Trust

Gifts of real estate
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Bargain Sale #1
York College of Pennsylvania

Bargain Sale #1
York College of Pennsylvania

 Surviving spouse, mid 70s
 Inherited building, former physician office, two tenant 

apartments
 Attorney driven bargain sale
 Appraised value $91,000
 Bargain sale price $20,000
 Income tax deduction $71,000
 IRA rollover gift $25,000
 Avoided capital gain and depreciation recapture (if any)
 Life simplification
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Installment 
bargain sale #2

 Jim K. family trust owns a campground not to far 
from hospital
 38.10 acres

 Hospital wants to build a 20 bed hospice house

 Donor appraisal using three options:  Cost, sale and 
income: $3,010,000

 Original cost $350,000, 
 improvements $1,000,000

Installment
bargain sale #2
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Installment 
bargain sale #2

 Hospital offer $1,500,000 note, 180 quarterly 
payments, 6% interest

 Counter offer - $1,800,000, 60 quarterly 
payments, 6%

Bargain sale
depreciated
real estate #3

 Dr. Gerber sale of medical office building
 Appraisal - $590,000
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Bargain sale
depreciated
real estate #3

 Dr. Gerber sale of medical office building
 Appraisal - $590,000

Bargain sale
depreciated 
real estate #3

 Dr. Gerber sale of medical office building
 Appraisal - $590,000
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Real estate CGA
case study #4 

 Why a gift annuity strategy?
 Donor objectives
 Charity objectives
 Evaluation strategies
 Decision matrix

 CEO, CFO, Board, Development

 IRS requirements
 Detail information in Newsletter at link--

 www.connellandassoc.com/Newsletters/October2012issue.htm

Why a CGA

 Most popular life income split interest 
agreement

 Simple to set up, no trust drafting
 Negotiated with donor and/or advisors
 Convenience factors for donor
 Risk factors for charity

 Longevity
 Investment
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Real estate CGA
case study #4 

 June is a 85 year old
 Recently widowed
 Good health
 Financially secure
 Prior experience with gift 

annuities
 Florida resident considering 

relocation to be closer to 
family/friends

 Considering retirement 
community
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Real estate CGA
case study asset #4 

 Built in 2004
 3 bedrooms
 2 baths
 Large lot

 2,500 square ft
 Appraisal #1

 $180,000

 Appraisal #2
 $185,000

 No mortgage

Real estate CGA
case study asset #4 

 Hospice that took care of 
deceased husband

 First real estate gift 
annuity

 Guidelines
 FMV discount 10-15%

 Considered outright gift, fully 
deductible

 Rate discount -.05% of 
ACGA rates to max of 7.0%
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Proposal and 
Memorandum of Understanding 

 Rights and responsibilities of each party
 FMV of asset for annuity $164,250

 Average value of two appraisal $182,500
 10% discount = $18,250
 Net value $164,250

 ACGA annuity rate for age 85 = 7.80%
 Maximum rate offered = 7.0%
 Two charitable deductions

 One for discount $18,250
 One for gift annuity $101,666

 Skip first short payment

Proposal and 
Memorandum of Understanding 

 Legal description of property
 Free and clear of all encumbrances
 Draft gift annuity agreement with values and payments 
 Responsibility for closing costs, taxes, transfer fees, 

transfer of utilities
 Final inspection of deeds, documents, property prior to 

transfer
 Statement of IRS rules on transfer, charitable deduction 

value and reporting responsibilities
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Charitable Gift Annuity
June Cotrell - Age 86

7.00% AnnuityProperty

$164,250

Principal

$164,250

Chapters

$82,125One  Life
(Approximate Value)

1. Gift property to charity.    
   Donor receives contract for
   annuity payments.  Income
   tax deduction of $101,666
   may save $25,417.

2. Annuity of $11,497.52
   for one life.  Tax-free
   amount $9,772.89.  Estimated
   one life payout of $81,632.
   Effective payout rate 10.6%.

3. Quarterly payments for
   one life. Property passes
   to charity with no probate
   fees.  There are also no 
   estate taxes.

IRS Reporting
Gift Annuity

 Tax substantion letter
 Crescendo life income 

calculations
 IRS form 8283 completed

 Appraiser
 Charity
 Donor

 Appraisal attached

Outright Gift
 Outright gift receipt
 IRS form 8283 completed

 Appraiser
 Charity
 Donor

 Appraisal attached
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Real Estate CGA #4a
Directed or simultaneous close:

Cash

Option rights

Real estate CGA
case study #5 

 Moving from NC to MD into a 
retirement community for her 
health reasons

 Former marketing executive, 
one son employed by world 
bank in India

 No gift annuity experience
 David initiated call to retirement 

community on what they could 
do if they gifted home for life 
income

 Preliminary attorney suggest 
gifts that were unworkable
 Issues

 Retirement  Foundation 
contracted with consultant

 David and Peggy
 Active retirees, ages 77 and 80
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Real estate CGA
case study #5 

 Complete by December 31st
 Solution: 90%-10% CGA, 

5% payment
 Foundation attorney drafted 

CGA agreement
 Issues

 Appraisals $549K & $540K
 Sale price $525,000, two 

years
 Two deductions:

 10% outright gift, $54,900
 90% gift annuity, $232.844

 Home listed for sale, $650K, 
$625K, then $599K

 Local attorney recruited for 
paperwork

 One personal visit, balance by 
email and phone

Charitable Gift Annuity
David B. - Age 77     Peggy B.  - Age 80

5.00% AnnuityCash

$494,100

Principal

$494,100

Foundation

$247,050Two  Lives
(Approximate Value)

1. Gift property to charity.    
   Donor receives contract for
   annuity payments.  Income
   tax deduction of $232,845
   may save $58,211.

2. Annuity of $24,705.00
   for two lives.  Tax-free
   amount $18,800.51.  Estimated
   two lives payout of $370,575.
   Effective payout rate 7.1%.

3. Quarterly payments for
   two lives. Property passes
   to charity with no probate
   fees.  There are also no 
   estate taxes, if married.
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 Charity agrees to pay 
fixed guaranteed 
annuity using 80% -
85% of the property 
value

 Payments begin 18 
months from closing or 
beyond

 Deferred payment 
increases payment

 0.10% increase for 
each 18 months

 Deferred payment 
increases deduction

 Can defer payments 
beyond 18 months

Real estate CGA
case study #6 
- 18 month deferred annuity

Real estate FLIT CRT
case study #7

 Created December, 1998 by tax law update
 Mostly used with hard to value property and real 

estate
 Starts as an net income only CRT

 Can be makeup or no make up

 When a trigger event happens it FLIPs to a 
standard payment CRT beginning Jan 1 of the 
year following the trigger event
 Trigger events may be any event:  sale, retirement 

date certain, death of beneficiary, etc.
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Real estate FLIT CRT
case study #7

 Jim (73)and Anne (69) Crabbe
 Iowa farmland and buildings, 239.69 acres
 FMV appraisal $944,000, cost $194,709
 Strategy: Sale 60% and FLIP Unitrust 40%

 Cash out $566,640
 Unitrust  @6.50% $377,760, deduction $129,575

 Beneficiaries: 70% Hospital, 30% College
 No trust taxes = $166,881
 60/40 sale/unitrust = $47,962 net taxes

Flip CRT income generation
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Not all gift options are successful!

 Bill Weiss, Travers City, 
Michigan

 Age 70, widow,
 Step up in property basis

 Owns 17+/- acres on Torch 
river adjacent to the Torch 
River Marine
 Cost basis $10,000

 Marina needs land to meet 
DER requirements
 Offer $250,000/$10,000  

earnest funds now
 RV park 
 Dump dredge spoilage

 #1 consultant suggestion 
from July visit: FLIP CRT-
5%
 No trust taxes = $67,320
 Bypass gain on property
 $130,912 deduction
 Annual payout $12,000+/-

year
 Sept, sample CRT shared
 Sept, revisit donor

 #S, Aug, new staff director for 
PGs

Not all gift options are successful!

 #2, CPA, Sept, suggests 
donor just gift the 17+/-
acres outright to Hospital
 Full appraisal deduction
 Donors does not need 

increased income

 #3, Hospital, Oct, attorney 
gets involved and suggest 
Hospital needs to have firm 
repurchase agreement 
before it will accept title
 Environmental and chain of 

title concerns
 Proposes a 40% interest

 #4, consultant #2 reviews 
memorandum of sale 
uncovers major tax and 
prearranged sale issues
 Rev.Rul. 78-197

 #3, Hospital attorney
 “We do not want to get 

stuck with an unsaleable 
interest in this property”

 #5, Oct, purchaser has cash
to close and needs to close 
by a certain date to meet 
DER deadline
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Not all gift options are successful!

 #1, Oct, consultant suggest 
a CGA substitute for FLIP-
CRT if income concerns
 Establish FLIP-CRT on 17+/-

acres and give up interest 
anytime to hospital

 #2, Oct, CPA has concerns 
cost basis assumptions is not 
correct due to step up basis
 Effects savings assumptions

 Nov, Bill now has a 
significant other love 
interest, taking her to his 
Texas condo for the holidays

 Now interested in only 
making $100,000 gift to 
hospital and keeping 
$150,000 to spend

 Nov 15th Bill signs agreement 
of sale, receives $250,000 at 
closing
 Gifts $25,000 to Hospital
 Gifts $25,000 to College

Charitable Gifts of Real Estate
A Case Study in the Opportunities & Challenges
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Consultants for Charitable Gifts of 
Real Estate

 Chase V. Magnuson CCIM, CIPS, SRES
Real Estate for Charities 
www.realestateforcharities.org

 Dennis Bidwell
Bidwell Advisors,
19 Forbes Avenue
Northampton, MA 01060 www.bidwelladvisors.com

www.secretpowerbehindrealestatedonations.com
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