I Learned A Lot Of Things From My Dad
Here are three.
David Kottler, J.D., C.A.P.

My father was famous for
his sayings. One of his
favorites was:
“Good judgment comes from
experience. Unfortunately experience
comes through bad judgment.”
I’ve made my share of bad judgments
in life, that’s for sure. And, like my father
knew it would, it gave me experience and
made me who I am today.
My grandmother Esther emigrated
from Russia and started a small food
distribution business in Cleveland, Ohio.
My father carried on the business. While I
respected them both immensely, I had zero
interest in carrying on the business. But I
needed a job to pay my way through law
school, so I asked my dad for a job. He
hired me in 1972 at $600 a month. Five
years later I had my law degree and I had
helped grow the business ten-fold. My
father was making $100,000 a year, five
times as much as he had ever made. I was
having fun! So I stuck around for 15 more
years. (We’re the ones who brought you
Häagen-Dazs and Ben & Jerry’s.
You’re welcome.)
By the early 1990s, my life looked very
different. My father had passed away, I’d
been divorced for the second time, and I
had lost the business. The business had
peaked at $20 million, and I walked away
with nothing more than a building and a
non-compete agreement. (As I said, I’ve
made my share of bad judgments!)
I needed to start over. I entered the
financial services world, a career field that
fit with my experiences in business and
had low start-up costs. Over the years I’d

Did you know?

been introduced to the Hebrew concept
of tzedaka. The word is commonly used to
refer to charity, but it’s much more. It also
carries a sense of obligation to recognize
what we have comes from God and we’re
merely a conduit for redistributing it. I
made it my personal mission to promote
philanthropy and help people build their
legacies, no matter how large or small.
Now, twenty-something years later,
I’ve started another business—one that
gives me the opportunity to help business
owners transition well and to help people
manage their wealth in a way that’s
congruent with who they are.
The trajectory of my path to
experience just goes to prove another
one of Dad’s sayings:
“There is always more than one
way to get downtown.”
A prospective client once said to me,
“You’re an insurance guy, right?”
“No,” I replied. “I’m a problem solver.
I help people figure out where they’ve got
a problem before they even knew they had
one.”
That got his attention!
I don’t blame him for boxing me in. We
are inundated by many more messages
every day than our brain can absorb. So if
we feel someone is trying to sell us
something, it’s just a natural defense
mechanism to label the person, lump him
in a category and walk away.
If we want to have an actual
conversation with people (and the only
way to solicit large charitable donations is
through a real, honest conversation), then
we must not let them lump us into a
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You miss 100% of the shots you don’t take. —Wayne Gretzky

category. Fundraiser. Going to ask me for
money. No thanks. Goodbye.
So how do we avoid getting lumped
and dumped? Be a problem solver. People
are looking for guidance. If we can point
out problems or opportunities they hadn’t
seen before, then we are offering them
something of great value. Many very
wealthy and very intelligent people are

The giver should feel
joy and gratification.
The receiver feels
worthy and honored.
under the misperception that every dollar
they give to charity is a dollar being
taken away from their family. Here’s an
opportunity to be a problem solver and
add value to their thinking.
When I tell people how they can
disinherit the government by redirecting
dollars that would otherwise go to for
taxes and use their wealth to make a much
bigger impact for the causes they care
about, their reaction is like that ah-ha
moment I remember from when people
tasted Häagen-Dazs for the first time.
Is that legal? Are you for real?
I love those reactions. They prove yet
another of my father’s famous sayings:
“Business should be fun!”
Not long ago, I passed by a Girl Scout
troop set up at a local grocery store. I
keep kosher so I can’t eat the cookies,
but I stopped and said, “here’s a dollar
for a donation.” Their eyes lit up. Wow.
A donation? It was one of the best dollars
I ever spent.
That’s what giving should be about.
The giver feels joy and gratification.
The receiver feels worthy and honored.
Philanthropy (like business) should be fun!
I’m working with a client who has been
running his family’s large manufacturing
and distribution business. Now he’s at
retirement age but hesitated to sell. He was
nervous about the tax burden he would
face and concerned he would be bored. I
talked with him about what is most
meaningful to him. And (as is true with
Continued on page 11
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or an AIDS clinic in small town USA—
you are appealing to human beings.
Ditch the insider lingo and high-brow
marketing and remember that people are
people, no matter their income level or
string of initials after their name. Instead
of spewing facts, try telling a story. People
love stories. People love simple things. My
dad who was a surgeon all his life only
cared about his garden for the past 15
years. He’d argue about the best way to
grow a tomato. And watched tacky reruns
of comedy shows from the 50s. This is my
philosophy and this is why I tailor our
products to appeal to “simple people.”
I just love simplicity (am I repeating
myself?), and this one simple philosophy
is ingrained in all of our products
and services.
This issue is full of tips on how to
make authentic connections and tell an
effective story. Read Jim Friedman’s article
for helpful conversational language. Check
out the book review on page 6 for more
on the power of telling a good story.
In fact, read the whole magazine! ●
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most people) quickly discovered it’s not
money. My client is paternalistic; he’s
spent his whole career giving generously
to his employees and his community. He is
passionate about contributing to advancements in healthcare in his community.
I explained to him how he could
virtually eliminate the taxes on the sale of
his business through charitable planning
and at the same time use his networking
and business skills in the healthcare arena
instead of the business world. Then,
instead of dreading the sale of the business,
my client discovered a whole new
purpose to life. He transferred the business
interests into a charitable trust and
immediately started making gifts to the
causes he has always cared about. He’s
facing the prospect of an active and
meaningful retirement with energy and
excitement.
Now that’s fun! You were right, Dad—
about so many things. ●
David Kottler, J.D., C.A.P., spends his time either with
his family or pursuing his life’s passion—philanthropy. He
is founder of D.A.K. Strategic Solutions L.L.C. and can
be reached at dkottler0112@gmail.com.

technical corner
A Few Tricks of the CGA Trade
Elizabeth Leverage Hilles, J.D.
Planned giving fundraisers aren’t financial or tax experts, but it’s a good thing to be
conversant in the issues our donors may face. Here are a few reminders regarding
charitable gift annuities (CGAs).
CAPITAL GAINS TAX DEFERRAL

A few years ago I learned that married couples often talk about assets jointly
regardless of actual ownership—an important detail that now I always ask about!
A donor can avoid immediate recognition of taxable capital gain if she uses
appreciated property to fund the contract, but only if the donor is also an annuitant.
If a donor uses sole property to create a CGA for the benefit of herself and her
spouse, the capital gain can be deferred only over the donor’s life expectancy.
To maximize the deferral period over both life expectancies, the donor must
retitle the assets jointly, and then the couple can create the annuity together.
A LITTLE GIFT TAX BETWEEN SPOUSES

The annual gift tax exclusion ($14,000 in 2014) amply covers most gifts, like
birthday gifts and family vacations with adult children, so long as those gifts are of
a “present interest.” Additionally, there is an unlimited marital deduction for gifts to
a spouse. However, gifts that won’t be enjoyed until sometime in the future aren’t
covered by the annual exclusion or the unlimited marital deduction, and will count
against the $5.34 million exemption. Because of this, CGAs involving married
couples are not always free of gift tax issues.
• A CGA that gives a spouse only the survivor (“future”) annuity payments is
subject to gift tax. To avoid this, the donor can 1) retain the right to revoke
the spouse’s interest, thus making the gift incomplete; or 2) make the annuity
payments joint and survivor so that the spouse has a present interest.
• The unlimited gift tax marital exemption applies only to transfers to U.S. citizen
spouses.
COMMUTED PAYMENT (“COLLEGE”) ANNUITIES?

Naming a child or grandchild as the beneficiary of a commuted payment annuity
has consequences that may surprise donors:
1. The donor will face immediate recognition of capital gain on appreciated
property.
2. The donor must address gift tax and, if the beneficiary is a grandchild,
generation-skipping transfer (GST) tax issues.
3. The payments to the beneficiary will be taxable and may be subject to an
additional 10% penalty tax imposed on premature annuity distributions.
4. There’s no guarantee that the beneficiary will use the money for college.
In short, there are probably better ways to fund college education (like a 529 plan)
and better philanthropic options for the donor.
As fundraisers, our success depends on our ability to build trusting relationships
between our donors and the charities they love. We must always encourage our
donors to consult with their advisors, but we will best fulfill our roles by being
knowledgeable about the choices and consequences our donors face.
Happy fundraising!

Elizabeth Leverage Hilles, J.D., is Director of Trusts, Estates, and Gift Planning
at the University of Virginia Law School Foundation. Previously she practiced
law as a litigator and in wealth management and estate planning. She also lectures at the UVA Law School and occasionally consults for PlannedGiving.com.
Contact: eleverage@virginia.edu

Life isn’t about getting and having, it’s about giving and being. —Kevin Kruse
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