Chapter 22: Building Our Family Foundation: How We
Turned Giving into a Legacy of Love, Leadership, and
Lasting Impact

It was a crisp autumn evening in Ferry Berry, Virginia.
The leaves outside our kitchen window blazed red and gold, and inside, something even
more beautiful was taking root.

Over dinner, my wife Eleanor, who had always had a heart for service, looked up
thoughtfully and said,
"What if our impact didn’t end with our lifetime?"

The kids—Olesia (12), Kevin (14), and Sasha (18)—paused, forks mid-air.
A flicker of curiosity passed between them.

And just like that, with one question, a seed was planted that would grow into something
bigger than any of us: The SMART Family Foundation.

The Spark: A Legacy Beyond Wealth

| explained to them:
"Money fades. Businesses close. Fame passes. Butimpact... impact can ripple for
generations."

We were not just talking about leaving a few donations in our wills. We were talking about
building a living, breathing legacy. One that would:

e Fund education for kids who dreamed big but lacked resources.

e Support environmental projects to heal the planet Eleanor loved.

e Help entrepreneurs like young Kevin bring their ideas to life.

e Nurture art and beauty, passions that flowed through Sasha’s creative heart.

And yes! Along the way, we would gain serious tax advantages. But this was bigger than
taxes. This was about purpose.

Step One: The Birth of a Foundation

That very week, we rolled up our sleeves:
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@ We filed our Articles of Incorporation at the state level.
¢ We drafted our mission statement—together—over hot cocoa at the kitchen table.
@ We submitted our IRS Form 1023 EZ application for 501(c)(3) status.

€ We built bylaws, elected a board (ourselves, at first), and chose a simple, memorable
name: “The SMART Family Foundation.”

There was something sacred about those early meetings. Each decision, each signature,
felt like laying a brick in a cathedral that would stand long after we were gone.

We were not just setting up a tax vehicle. We were setting up a family covenant—an
agreement across generations to use our blessings wisely.

Strategic Moves: The Power of Smart Giving
Lisa, our trusted CPA, guided us through some brilliant first moves:

1. Donate Appreciated Assets, Not Cash
Instead of writing checks, we gifted appreciated stocks (shares that had grown in value
over the years).

e We avoided paying capital gains tax.
e The foundation sold the stock tax-free.
e We got a full fair-market-value deduction, up to 30% of our AGlI.

That first year alone, we saved nearly $42,000 in combined federal and state taxes, just by
being smarter with how we gave.

2. Plan Around High-Income Years
We funded the foundation heavily in years when my business boomed, strategically
reducing our taxable income and shifting ourselves into a lower bracket.

3. Create a “Giving Pipeline”
Rather than scrambling to give big donations every December 31st, we gave steadily to the
foundation, which could then distribute grants carefully, thoughtfully, over many years.

It was philanthropy on our terms, not Uncle Sam’s. The Heart of the Foundation: Family
Leadership. Here’s where things got magical:

Each child claimed a corner of the mission.

e Olesiadesigned the scholarship program: setting application criteria, forming
selection committees, even writing personal letters to winners.
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e Kevin spearheaded the Young Entrepreneurs Fund: offering microgrants to local
teens starting businesses.

e Sashalaunched the Arts Alive Initiative: funding supplies, exhibits, and
performance spaces for underserved artists.

They did not just give away money. They built programs. They negotiated. They debated.
They are trained to listen, learn, and lead.

Family meetings became board meetings. Disagreements became lessons in governance
and diplomacy. Wins were celebrated together, tears wiped together, dreams dreamed
together.

It was not just charity. It was family bonding at its deepest, finest level.
Trials by Fire: What the IRS Taught Us

Of course, it was not all smooth sailing.

. The 5% Distribution Rule
Every year, we had to distribute at least 5% of the foundation’s assets for charitable
purposes. Thatincluded grants and administrative expenses. It meant we had to plan, not
procrastinate.

I. The Self-Dealing Trap
We learned (almost the hard way) that granting scholarships to a family member by the
foundation was forbidden. Thank goodness Lisa caught us before we signhed anything.

. The Paper Trail
Every grant required meticulous documentation: Minutes. Resolutions. Receipts. Reports.

At first, it felt overwhelming. But over time, it taught us something powerful: True
stewardship demands true diligence.

The Silent Benefits We Never Expected

We entered into this for charity. What we got back was more than we ever imagined:
e Confidence blossomed in our children.
e Financial literacy deepened across the family.

e Leadership skills were honed, tested, and matured.
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e Global perspective expanded as we funded refugee aid, environmental efforts, and
more.

¢ Family unity grew stronger every quarter, every grant.

The foundation became our family's North Star: a reminder that life is not just about
making money. It is about making meaning.

Growing Wealth, Growing Purpose

Meanwhile, the financial benefits compounded:

% Ourfoundation’s investments grew tax-free.
% We paid just a tiny 1.39% excise tax on investment income.
% Our estate size shrank (in a good way), lowering future estate taxes.

% Strategic donations offset Roth IRA conversions, maximizing our future tax-free
income.

It was not just about saving taxes. It was about multiplying our impact.
Our Family Foundation Playbook: Lessons Learned

Here is the expanded SMART Family Foundation blueprint:

« Donate appreciated stock, not cash: Maximize deductions, avoid capital gains.

« Plan giving around income surges: Lower your taxable income when it matters most.
« Create a clear, inspiring mission: Everyone needs a "why."

« Involve every generation early: Kids, grandkids, everyone has a seat at the table.

« Build a pipeline, not a panic: Fund the foundation steadily; grant thoughtfully.

« Document everything meticulously: IRS loves good records.

« Prepare for succession now, not later: Leadership doesn't magically appear—it’s
trained.

« Think globally, act locally: Fund projects that matter both nearby and far away.
« Stay squeaky clean on self-dealing rules: The risk isn’t worth it.

«” Celebrate the wins often: Gratitude fuels the mission.

Our Final Reflection Poem: What Legacy Really Means

#¥When | see Olesia speaking at a scholarship dinner...
When | hear Kevin coaching a young entrepreneur...
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When | see Sasha painting a mural funded by our grants...
| realize something profound:

We did not just create a family foundation.
We created a family tradition.

A way of living.

A way of loving.

One that will outlive us all.
One that will inspire us to do more.

When we build a family foundation, we are not just saving taxes.

We are building dreams. We are building the best practices. »%

Top 15 Family Foundation Tax Strategies briefly

Strategy Benefit

W Avoid capital gains, full FMV
22281. Donate Appreciated Stock deduction

Fund in High-Income Years Lower AGI, lower tax brackets

Maximize 30% AGI Limits Get full deduction benefit

Use Foundations for Roth Conversions Lower taxable income first

Invest for Tax-Free Growth Maximize asset expansion

Keep Meticulous Records Stay IRS-compliant and audit-proof

Pay Reasonable Salaries to Family Tax-efficient wealth transfer

Avoid Self-Dealing at All Costs Protect tax-exempt status

Train future leadership

Think multi-generational
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Strategy

Benefit

7
252810, Celebrate Small Wins

Build family morale

5/
255811, Fund International and Domestic Causes

Expand impact

7
222812, Integrate Charitable Planning with Estate

Planning

Lower future estate taxes

7
22413, Carry Over Excess Distributions

Build a buffer for down years

7
222414, Diversify Foundation Investments

Balance growth and liquidity

"/
22415, Lead With Love and Purpose

Keep the true mission alive
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