
The Holston Conference of

The United Methodist Church Foundation, Inc.
Gift Acceptance Policy

Development Staff


The Holston Conference of the United Methodist Foundation, Inc. provides expertise and support for the cultivation and solicitation of planned gifts to The Holston Conference of the United Methodist Foundation, Inc. (“Foundation”). In all matters involving donors and prospective donors, the Foundation and all development officers shall use their best judgment to help donors make appropriate gifts, either major outright or through a future expectancy.


The Foundation’s development staff shall seek the advice of legal counsel in all matters pertaining to planned gifts. All prospective donors shall be urged to seek their own legal and financial counsel in matters relating to planned gifts, tax, and estate planning. All agreements shall follow the format of the specimen agreements or others approved as to form by legal counsel.


The Foundation at all times reserves the right to decline to serve, or resign, as Trustee.


The Foundation at all times reserves the right to decline, disclaim or otherwise refuse to accept any gift when, in the Foundation’s sole and absolute discretion, it is in the Foundation’s interest to do so.


The Foundation’s purposes include receiving, accepting, promoting and encouraging gifts, donations, contributions, bequests, and devises for the use and benefit of The United Methodist Church, The Holston Conference of the United Methodist Church, and the institutions, commissions, agencies, arms, boards, branches, churches, schools, hospitals, colleges, and other entities thereof, and the programs, initiatives, and missions supported by, sponsored or affiliated with The United Methodist Church and/or The Holston Conference of the United Methodist Church. With the exception of Charitable Lead Trusts and distributions from Charitable Remainder Trusts, all gifts to the Foundation and/or gifts to be managed by the Foundation should primarily support a program, service, mission or entity that is a part of, sponsored by, or otherwise affiliated with the United Methodist Church and/or Holston Conference of the United Methodist Church.  The Foundation will not accept gifts that are not compatible with the aims and goals of the United Methodist Church.

Gifts in which the Foundation may be involved include the following:

Gifts of Real Property


The Foundation may accept gifts of real property in accordance with its Procedures for Accepting Gifts of Real Property, a copy of which is attached hereto as Exhibit A.

Securities


Marketable Securities:


The Foundation may accept gifts of marketable securities in accordance with its Procedures for Handling Donations of Publicly Traded Stocks and Bonds, a copy of which is attached hereto as Exhibit B.  Gifts of closely held stock will require close scrutiny by the Foundation’s Gift Acceptance Committee.


Stock in Privately Owned Companies:

(a) Closely-Held Stocks:

Closely-Held stock will be accepted by the Foundation where the stock may become liquid and the proceeds distributed to a fund.  This may occur through subsequent redemption agreements and liquidation and takeovers of the company’s stock.  Internal Revenue Service rules require a qualified appraisal to be performed to establish the value of the stock.

(b) Subchapter S Corporation Stock:

Subchapter S Corporation stock may be accepted by the Foundation, subject to certain restrictions as determined by the Executive Director/CEO, the Gift Acceptance Committee, and the Foundation’s legal counsel.  In order to establish a value for Subchapter S Corporation stock, such stock must be appraised before the Foundation can finalize acceptance.

Charitable Remainder Trusts


The Holston Conference of The United Methodist Church Foundation, Inc. may agree to serve as trustee under the following guidelines.


The Holston Conference of The United Methodist Church Foundation, Inc. will agree to serve as trustee of charitable remainder trusts only if all of the following conditions are satisfied:

1. The trust must be funded with at least Ten Thousand Dollars ($10,000.00) if distributions are to be made over the measuring life of one (1) individual and Fifteen Thousand Dollars ($15,000.00) if distributions are to be made over the measuring life of two (2) individuals.

2. The trust document must require an income payout of at least 5 percent, or in the case of an annuity trust, 5% of the initial fair market value of the trust principal (as required by law) with a maximum of 50% (as required by law). The anticipated charitable remainder amount must be a least 10% of the amount transferred.



3. All non-charitable beneficiaries shall be at least 45 years of age at the time income payments commence and there should be no more than two income beneficiaries.  There should be no more than two successive generations of income beneficiaries, and the trust document must not contain “generation skipping” dispositive provisions.  In the case of a trust for a term of years, the age and number restrictions shall not apply.

4. Charitable remainder unitrusts funded with real estate or other non-liquid assets shall take the form of a net income plus make-up unitrust or “FLIP unitrust”.  A make-up provision will be allowed in other charitable trusts upon approval of the Gift Acceptance Committee.  Charitable remainder annuity trusts funded with real estate or other non-liquid assets shall be accepted only when the net income from the assets is expected by the Gift Acceptance Committee to exceed the required payout.

5. All expenses of The Holston Conference of The United Methodist Church Foundation, Inc. as trustee and other professionals acting on behalf of the Foundation such as accountants, investment advisors, and co-trustee fees shall be paid from the trust.

6. Specimen forms of charitable remainder, for which The Holston Conference of the United Methodist Church Foundation, Inc. serves as trustee will be provided by counsel to The Holston Conference of The United Methodist Church Foundation, Inc., and all such trust documents are subject to final approval by The Holston Conference of the United Methodist Church Foundation and its legal counsel.

Charitable Lead Trusts


Generally, charitable lead trusts will be managed by an independent outside trustee.  The Foundation Board of Directors must approve any exception to this policy and the terms of acceptance after seeking the advice of the Foundation’s legal counsel and the Gift Acceptance Committee.

Donor Advised Funds


Donor Advised Funds are established by donors for charitable purposes, which are in keeping with the Foundation’s purposes of benefiting United Methodist institutions. The donor or persons designated by the Donor may retain the right, for a specific period of time, to offer recommendations to the Foundation regarding the recipients and amounts of gifts from the Fund.  Donor Advised Funds may be either permanent, from which grants will be made only to the extent of the annual spending rate as determined by the Board of Directors annually or from time to time, or non-permanent, from which gifts may be made either from principal or interest.


The right of a donor or his or her advisor designee to offer advice with respect to the gifts from a Donor Advised Fund is only precatory and is not binding upon the Foundation.  The Foundation retains thorough oversight of such funds by its Board of Directors and also retains all final authority to determine distributions from such Funds.  All gifts from Donor Advised Funds shall be made in such manner as not to disqualify the Foundation from exemption from Federal Income Tax as a qualified charitable organization. If a donor’s recommendation, however expressed, would, if followed, result in use contrary to the Foundation’s purposes, or if there is substantial risk that a recommendation by the Donor could result in use contrary to the Foundation’s purposes, the recommendation shall not be followed.  Further, if after receipt of a donor’s recommendation the Foundation’s Gift Acceptance Committee determines that conditions or circumstances are such or have so changed as to the purpose, or as to the manner of distribution or use, of gifts from a particular Fund, that compliance with the donor’s recommendation is unnecessary, undesirable, impractical, impossible or unreasonably onerous, or if such recommendation is not consistent with the Foundation’s purposes, the Gift Acceptance Committee may recommend to the Board of Directors an alternative use for gifts from such Fund.

Revocable Trusts


The Foundation does not accept revocable trusts.

Charitable Gift Annuities


The Foundation will not accept Charitable Gift Annuities without the concurrence of the Foundation Gift Committee or the Executive Committee of the Board.

Gifts of Life Insurance


Gifts of life insurance may be accepted upon approval by the Gift Acceptance Committee if the insurance policy is fully paid or if the donor makes a written pledge to The Holston Conference of The United Methodist Church Foundation, Inc. that the donor will continue paying the premiums.  In these cases, the policies shall be held to maturity.


Gifts of life insurance policies that are not paid up or which do not have any source of funds for payment of the premiums will be converted to their cash value by the Foundation.


As a general rule, the Foundation will not accept gifts from donors for the purpose of purchasing life insurance on the donor’s life.

Gifts of Real Estate with Retained Life Interest


Gifts of personal residences or farms with a retained right to occupy the property for life shall be accepted only with the approval of the Gift Acceptance Committee.  Acceptance of these gifts must also be in accordance with the guidelines for acceptance of all gifts of real property.


During the period of the life estate, the donor and/or the life tenant shall by written agreement remain responsible for the payments of taxes, insurance, utilities, maintenance and upkeep, and other costs associated with the property. Any gifts of real estate subject to outstanding mortgages must be approved by the Gift Acceptance Committee.

Pooled Income Funds


The Foundation does not offer a Pooled Income Fund.

Bequests


Where possible, The Foundation encourages donors to discuss in advance, any bequests directly to the Foundation or bequests that are to be managed by the Foundation so as to assure that each donor’s intent can be carried out within the framework of the Foundation’s policies and purposes.  Donors are encouraged to consult the Foundation during the will-drafting process.  A copy of each will, in which the Foundation is named in any capacity, should be provided to the Foundation.

Authorization for Execution of Agreements


The Foundation Board of Directors shall by resolution authorize the individual or individuals who shall have authority on behalf of the Foundation to accept and execute deferred and other planned gift agreements which conform to these guidelines.

Exhibit A

Procedures for Accepting Gifts of Real Property

The Holston Conference of The United Methodist Church Foundation, Inc. (“Foundation”) has established certain procedures and requirements that are to be complied with before real estate may be received by the Foundation.  In order to conserve the Foundation’s funds and reduce operating costs, prospective donors are urged to pay for any costs created in complying with the procedures and requirements including costs related to the actual transfer of the gift property.  Payment of these costs by a donor on behalf of the Foundation can create additional charitable deductions for the donor.

It is the Foundation’s general policy to liquidate all donated real property as soon as it is feasible and prudent, unless Gift Acceptance Committee recommends otherwise and the Foundation’s Board of Directors so approves.  In those cases where it may be advisable for the Foundation to hold the property for an indefinite term, prospective donors are strongly encouraged to fund an endowment sufficient to provide adequate earnings to cover the project costs of operating, maintaining, and managing the property.  Such costs may include annual ad valorem real estate taxes and insurance premiums until such time as the gift property can be prudently liquidated.

GIFT ACCEPTANCE COMMITTEE

A Gift Acceptance Committee has been established at The Holston Conference of The United Methodist Church Foundation, Inc. in order to facilitate and aid in determining whether proposed gifts of real property, as well as other assets, may be accepted by the Foundation.

The Committee will meet as needed from time to time upon notification.  If after consideration the Committee recommends acceptance of a particular gift, it will issue a written confirmation.  If the particular gift is of real estate and is intended to be received by The Holston Conference of The United Methodist Church Foundation, Inc. the Committee will so advise the Board of Directors of its recommendation.  The Committee may include in its recommendation any suggested variance or waiver to the following listed requirements and guidelines.

The Foundation’s Executive Director will proceed in a timely manner to contact the appropriate members of the Foundation’s Board of Directors to determine whether the recommendation is approved for acceptance by the Foundation and the appropriate contact person will be notified accordingly.



REQUIREMENTS, CHECKLISTS, AND GUIDELINES FOR ACCEPTANCE OF 

REAL ESTATE

After recommendation for acceptance by both the Gift Acceptance Committee and the Foundation’s Board of Directors and except as specifically agreed to be varied or waived, the following minimum steps must be satisfactorily completed or complied with prior to the transfer of title to the Foundation.

1. The Foundation’s Real Property Policy Statement, a copy of which is attached hereto as Attachment 1., should be carefully reviewed.

2. The donor shall complete the preliminary checklist as shown on Attachment 2, which may be amended or changed from time to time.

3. An on-site inspection of the gift property must be conducted by a designated Foundation representative.  Such representative shall have the discretion to retain outside consultants, if needed (for example, to determine the condition of improved properties).

4. A general marketability analysis shall be undertaken to ascertain the likelihood of resale and the probable sales price that might be realized.

5. A Phase I or Level I Environmental Audit shall be completed by an approved consultant and must reflect no evidence of environmental contamination under applicable federal or state law.

6. A 60-year title examination shall be performed on the property to verify that there is no defect or other matter, which might prevent a sale of the property for full value.  In addition, a title insurance policy shall be issued based upon the title examination setting forth no exceptions other than standard policy exceptions and other exceptions for recorded documents that are customary for real estate transactions in the state of Tennessee, and which do not affect marketable title.

7. A current survey suitable for recordation by an approved registered land surveyor shall be prepared in connection with the title examination, unless it is determined by the Foundation that a prior survey is adequate for such purposes.

8. A full and recent real estate appraisal, completed by a qualified MAI appraiser (if feasible), shall be required for all donations of real estate.  In gifts taking the form of charitable remainder trusts, the appraisal must be dated no more than 60 days prior to the date of execution of the trust document and any appraisal updates must be prepared by the original appraiser of the property.

9. Title will be transferred by general warranty deed, unless the transfer is by a trustee, personal representative or other fiduciary that will provide a deed appropriate to its capacity, and all proper transfer and filing fees shall be paid.

10. At closing, the donor shall provide assurances that real property taxes and any applicable personal property taxes, including pro-rations for the year of gift, will be made current by the donor prior to or on the date of gift.  Utility charges and other costs such as property owner association fees should also be current or prepaid.

11. At closing, the donor shall be responsible for such other documents, certifications, and warranties that might reasonably be required by the Foundation under the circumstances (for example, a termite letter in the case of an improved property).

12. The Foundation may waive any of the above requirements in whole or in part where it determines such action to be warranted in its sole discretion.

Other Considerations:

Proposed gifts of encumbered real property must be closely scrutinized.

1. Where the intended gift property is subject to outstanding mortgages, liens, or other indebtedness, a detailed analysis of the obligations that might be imposed on the Foundation will be made.  In the case of outright gifts of real estate, the Foundation may agree to accept such encumbered property but under no circumstances will mortgaged property be accepted into charitable remainder trusts.

2. The interest in real estate being donated should consist of the entire fee interest in the real estate. While exceptions for less than the fee interest might be made in unusual circumstances in the case of outright gifts of real estate, no gifts of less than an entire fee interest in real estate will be accepted into charitable remainder trusts.

3. The Foundation representative who is in contact with the donor shall advise the Gift Acceptance Committee and the Foundation at the earliest possible opportunity of any intended restrictions or limitations by the donor as to use, development, improvements, future resale, or other conditions, and the Gift Acceptance Committee and/or the Foundation may decline to accept the gift property as so restricted.

4. Any items or factors, which are determined by the initial inspection or completion of applicable checklists that could hinder or impair the subsequent sale of the gift property, may be a basis for declining to accept the property.

5. Except in the case of charitable remainder trusts and where appropriate, the Foundation may consider requesting that any United Methodist entity which is to benefit directly from the gift property agree in writing to pay or reimburse The Holston Conference of The United Methodist Church Foundation, Inc. for any and all taxes, insurance, management, utility, interest, and other holding or operating costs offset by any rental income received until the real property is liquidated.  An estimate of these costs must be calculated in advance and agreed to by the appropriate entity.

6. In cases involving the non-gift acquisition of real property for value and in bargain sale transactions where the property will benefit a United Methodist entity, the Foundation shall also reach an appropriate understanding with such United Methodist entity as to the need for the property, the terms of acquisition, and the plan for reimbursing the Foundation prior to entering into any contractual obligation to purchase the property.  Reimbursements to the Foundation will include costs incurred in performing due diligence, the purchase price of property, prorated expenses, insurance premiums, attorneys’ fees. Either actual or imputed interest and all carrying costs attributed to the property.

7. The Foundation will assist the donor in complying with IRS gift reporting requirements (Form 8283) after the donor’s appraiser has executed the form, by having an authorized representative of the Foundation execute the donee acknowledgement section and returning it to the donor for filing with the IRS.  It should always be noted, however, that the Foundation’s execution of the form does not in any way represent the Foundation’s concurrence or agreement with the appraised value of the donated property.

8. Upon transfer and receipt, the Foundation will determine in its sole discretion the holding period for the gift property and will not agree in advance either in writing or verbally to hold the property for any specific period of time.

9. The Foundation in its sole and absolute discretion, reserves the right at all times, to decline any proposed gift of real property.



exhibit a

ATTachment 1

CONSIDERATION REGARDING PROPOSED GIFTS OF REAL PROPERTY

TO THE HOLSTON CONFERENCE FOUNDATION

I. Status of Title
A. At a minimum, a title examination should be performed by a reputable title company or a local attorney. Since in most cases the Foundation will be selling the real property to a third party, the Foundation will be expected to provide good title to the purchaser.

B. A survey of the premises may also be a good idea since it would define the boundaries of the premises, shoe the location of any applicable easements, and identify certain title problems such as boundary encroachments which would not be ascertainable from the title report. The purchase of title insurance should also be considered.

II. Environmental Concerns
A. Under Federal law (CERCLA), any owner of environmentally contaminated property in the chain of title is a “potentially responsible party” without regard to whether that party contributed to the contamination. Initial steps should include a detailed review of all past and present uses of the property. Particularly troublesome uses include gasoline stations and automobile repair shops; dry cleaning establishments; and manufacturing operations. The presence of any septic tanks and above ground or underground storage tanks, including residential heating oil tanks and propane tanks, should also be ascertained.

B. The possibility of asbestos contamination (e.g., pipe wrappings, insulation, floor and ceiling tiles, etc.) should be addressed.

C. If conditions warrant incurring the expense, an environmental survey can be obtained. A typical Phase I Environmental Survey can cost from $2,000 to $5,000. In additional, obtaining an indemnification agreement for environmental matters from the prospective donor should be considered. Since the donor is already in the chain of title, the provision of such an agreement should not increase his liability.



III. Marketability
A. As noted above, the Foundation usually will not be interested in retaining real property donated to it, and therefore generally will be looking to sell such property within a reasonably short time frame. Careful consideration should be given to the location of the property and the character of the surrounding area. Property that is located in an undesirable area is not only more difficult to sell, but also can potentially increase the Foundation’s liability.

B. Market factors in the surrounding area should also be reviewed. An office building or apartment house with high vacancy rates in an over built area will be that much more difficult to sell at a reasonable price and within a reasonable time frame.

IV. Liability and Insurance Considerations
A. Any property owner should be concerned about potential liability for acts that occur on the premises and should take prudent steps to minimize risks associated with such liability, including the purchase of liability insurance. The presence of characteristics that might qualify as “attractive nuisances” such as swimming pools, playgrounds, etc., underscores the need for adequate insurance protection.

V. Mortgages
A. Is the property encumbered by a mortgage or other indebtedness? If so, a gift of such property will result in tax consequences to the donor and, potentially, to the Foundation as well. For example, an outright gift of encumbered property to a charity means that the transaction will be treated as a bargain sale by the donor. With regard to the Foundation, assumption of the debt by the Foundation may cause the debt to be classified as acquisition indebtedness such that a sale by the Foundation will generate a gain taxable to the Foundation as unrelated business income.

VI. Income Producing Property vs. Non-Income Producing Property
A. Income Producing Property. A number of considerations come into play when the property generates income, which would typically be rental income. Consideration must be given to cash flow and whether it is sufficient to meet the insurance, property tax and maintenance expenses that are involved. Questions surround the age, conditions and upkeep of the premises will arise. The current and historical occupancy rates should be determined. In addition, determine whether there are written leases with the tenants and, if so, copies should be obtained in order to determine 9of there are onerous provisions contained in such leases. It will be necessary to determine if security deposits were obtained. In addition, residential rental real property in Tennessee is generally subject to the requirements of the Tennessee version of the Uniform Landlord and Tenant Act, which places various responsibilities on landlords. As a practical matter, the Foundation should keep in mind that it is not typically a landlord and therefore arrangements should be made concerning maintenance of the premises. For example, if there is a plumbing problem on a weekend or holiday, who is to be contacted and how is this to be dealt with?
B. Non-Income Producing Property. If the property is non-income producing, consideration must be given to how property taxes and liability insurance premiums will be paid. If the gift of such property is made through a Charitable Remainder Trust, a loan of funds from the Foundation to the Trust to pay the expenses pending sale may be viewed as an act of “self dealing” and subject to certain Internal Revenue Code excise taxes. Furthermore, a gift on non-income producing real property is generally not suitable for a Charitable Remainder Annuity Trust or a “straight pay-out” Charitable Remainder Unitrust because in both cases, the pay-out is required whether income is generated or not and there would be no stream of income with which to meet the pay-out requirement.
VII. Donor Restrictions
A. If the donor wishes to make a gift of real property but places restrictions upon the use of that property, the restrictions must be examined carefully. For example, if the donor places his personal residence into a Charitable Remainder Trust, neither the donor nor any member of his family can continue to reside or have any occupancy rights in the residence. A gift of the remainder interest in a personal residence or a farm, outright and not in trust, may qualify for a charitable deduction, but it should be carefully structured and consideration must be given to maintenance, insurance and property tax considerations during the remaining portion of the donor’s life.
VIII. Appraisal and Other Considerations

A. The donor should be advised at the outset that an appraisal of any property to be donated will be required. In addition, the donor should be encouraged to obtain and utilize qualified attorneys and accountants.

B. Sometimes prospective donors are reluctant to incur appraisal fees and attorney and accountants fees necessarily involved in a planned giving transaction. As a result, prospective donors sometimes request that the charity pay the appraisal, legal and accounting fees. This practice is not recommended because the Internal Revenue Service could disallow any charitable deduction on the basis that payment of such fees by a charity is a “quid pro quo” for receiving the gift. In addition, questions could be raised as to whether the appraisers, attorneys and accountants are rendering truly independent advice to the prospective donor when their fees are being paid by the charity.


exhibit a

ATTachment 2
PROPERTY ACQUISITION CHECKLIST 
· Actual Inspection of Property

· Underground Storage Tanks

· Asbestos

· Other Hazardous Materials

· Other Environmental Considerations

· Attractive Nuisances (swimming pools/bodies of water, abandoned structures, etc.)

· Survey

· Wetlands

· Topographical Map

· Recent Appraisal

· Sales History

· Preliminary Title Examination

· Marketable Title

· Outstanding Liens

· Easements/Licenses

· Pending Assessments

· Taxes Paid Currently

· Zoning

· Availability of Water, Sewer and Utilities

· Roads Paved

· Conditions of Improvements

· Termite Bond

· Rental Income – leases

· Maintenance and Management Costs

· Home Owners Association and Costs

· Timber Cruise

· Mineral Rights

· Allotments



Exhibit B
Procedures for handling donations of stocks and bonds

Needed from the Donor:

If the name on the face of the stock or bond certificates is The Holston Conference of The United Methodist Church Foundation, Inc., then we need nothing more from the donor.

If the name on the face of the stock or bond certificates is something other than The Holston Conference of The United Methodist Church Foundation, Inc., then we need the donor to either endorse the back of the certificates or sign an IRREVOCABLE STOCK OR BOND POWER form. It is preferable for the donor to execute the stock power form and send it under separate cover, as this keeps the certificates non-negotiable until the two are brought together.

Needed from The Holston Conference of The United Methodist Church Foundation, Inc.:

Once the certificates are endorsed or the stock power is executed by the donor, the Foundation will do the following in order to deposit the certificates into one of our brokerage clearing accounts.

If the certificates have been issued in the name of The Holston Conference of The United Methodist Church Foundation, Inc., then the Foundation will execute the STOCK POWER form.

If the certificates have been issued in the name of the donor, the Foundation will ascertain that the certificates have been properly endorsed (or that the stock power has been executed) and the security release has been executed by the donor. Finally, the certificates are taken along with the stock power (if the certificates are not endorsed), the security release form and The Holston Conference of The United Methodist Church Foundation, Inc. Board resolutions to our broker for deposit. A receipt for the certificates is obtained at the brokerage house.

NOTE: It is the policy of The Holston Conference of The United Methodist Church Foundation, Inc., to liquidate all stocks or bonds as soon as feasible and prudent, unless the donor requests otherwise and the Foundation so approves.

Electronic Transfers:

If the donor wishes to electronically transfer securities from his brokerage or bank account, you will need to give the donor or donor’s broker (1) our broker’s DTC number and (2) our clearing account number. Sometimes, the donor’s broker may require this information on our broker’s letterhead, just call the appropriate broker below and they will send a letter directly to the donor’s broker.
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