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Even when a family is actively charitably inclined, the
family office's role in the family's philanthropy is often
limited.  To a great degree, this is a self-imposed
limitation. Philanthropy is not always a "top of mind"
focus of family offices. In its role overseeing the business
side of a family's financial and legal health and well-being,
the family office is uniquely positioned to go beyond
writing checks. It can help to ensure that the vehicle(s)
the family has selected for its charitable giving, whether a
foundation, a donor advised fund or even a trust, have the
efficiencies, focus and capacity to support the family's
charitable intent.

It is not so much a matter of the family office becoming
philanthropic experts; there are certainly professional
resources available to provide this kind of support to the
family. What is important is that the family office is a
trusted resource for family members. When the charitable
intent, interests and vehicles of the family are not part of
the conversation, an important part of the family's life and
interests are not being properly addressed.

Develop an Understanding

For example, if the family has a private foundation,
understanding what is involved in order for a foundation
to be successful and responsive to the family's interests
can further strengthen the relationship between the
family office and the family.

In many ways, the family foundation is another business
venture for the family, one that may transcend
generations (collectively and separately). Not unlike any
other business, the family foundation has certain legal
and financial requirements that are imposed by the IRS,
including annual filings of the 990PF, and, in some
instances, fees and reports to the individual state's
Attorney General.  In addition, there is a mandatory
annual minimum payout of five percent and an obligation
to have a board in place, whether composed of family
members or other parties.  These are the bare bones
requirements for the foundation to retain its tax status.

Beyond the legal requirements, a well-run and thoughtful
family foundation should have:

A stated mission, the foundation's focus both in
terms of issue areas and demographics.
Clearly articulated protocols for how grant requests
will be solicited, what kind of due diligence should
take place, and how to ensure adherence to donor
intent. 
An established timeline or life of the foundation (in
perpetuity or to sunset at a particular point in time).
Documented operating and governance parameters
including criteria for eligibility and strategy for
succession of trustees or board members, a process
for how decisions should be made and by whom, and
an outline of the roles and responsibilities of trustees.

Some other considerations that may be part of the
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operational and decision-making model for the family
foundation include:

Whether the investment strategy for the foundation
should align with the foundation's mission and the
interests of the family.
What kinds of grants the foundation intends to make
(single or multi-year, a one-time gift, for programs,
for capacity building or for operating needs).
How and when to involve the next generation(s)

On this last point, a family foundation is an excellent
financial management and decision-making training
ground for younger family members.  It provides a
non-threatening environment for them to learn about
family values and good citizenship as well as how to
evaluate requests for funds, how to work collaboratively
with other family members and how to administer a
business venture that has both a financial and
philanthropic investment portfolio in place. This kind of
integrated educational opportunity can be invaluable for
family office management as the next generation steps in
to take over the family's business and financial matters.

This is the logical place for the family office staff to be
more involved in the family's foundation. Clearly having a
thorough understanding of what the family has in place
for its foundation is the beginning.   What operating
protocols, monitoring activities and compliance functions
have been established?  What is the plan to involve next
generations (if there is a desire to do so)? These are some
questions to ask.

By initiating the conversation about the foundation,
donor advised fund or trust, the family office is
demonstrating an understanding of the importance of the
family's philanthropy and reinforcing the value of best
practices that will protect the family and the foundation.

Editor's Note: To contact Susan Winer, call her at (773)
244-5185, email her at Susan@stratphilanthropy.com and
visit both www.stratphilanthropy.com and
www.giveconfidently.com


