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Planned Giving News—Fall 1999

CHANGING DONOR EXPECTATIONS

arlier this year, we discussed

many of the issues needing review

before converting older NIM-

CRUTS to standard unitrusts.
Most organizations seem to have completed
that process and are well along the legal
path to conversion. With year end just a
few months away, we suspect the time will
soon be here when those NIMCRUTS will
be flipped and a different investment strat-
egy will be required as we enter the year
2000. Some considerations include:

¢ Donor education — the concept of total
return
Risk tolerance of the donor
Expected duration and distributions of
the trust

# Tax considerations

Donor EpucaTION/RISK TOLERANCE

For many donors, understanding NIM-
CRUT distributions has been a fairly sim-
ple and comfortable concept. In recent
yvears of low interest rates, bond interest
and stock dividends flowed into the trust
and then flowed right back out to the donor
— no more, no less. This was easy to under-
stand and often consistent with an older
generation’s investment experience of CD’s,
bank savings accounts, and high-yielding
utility stocks. Such investments have sta-
ble, fixed-percentage payouts that are
easily understood and change very slowly
from year to year.

By flipping to a standard unitrust, a much
more complex list of considerations must be
understood by the donor. Annual distribu-
tions will now be tied to total return—
income and change in market value of the
assets—which will be more volatile than
simple interest and dividend flows. The
total return of a portfolio will now play a
more important role each year if donor
distributions are expected to grow over
time. Donors need to clearly understand
the long-term benefits of portfolio growth.
But at the same time, they must also be
instructed regarding the increased volatili-
ty they may experience in portfolio value as
well as their annual distribution. Simple
illustrations such as the Effictent Frontier
might be useful.

The Efficient Fronfier
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Over the long term, a balanced portfolio of stocks and bonds
can manage risk while achieving a reasonable refurn.







