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Motivation: Rich People “Problems”
Why Study Private Family Foundations?

• When you’re an ultra-high-net-worth individual, estate taxes, not
mortgage payments, top your list of worries.

• Private Family Foundations (PFFs): Tax-friendly structures that let
ultra-wealthy families:

! Donate appreciated shares (or even a Monet) directly.
! Major tax deductions and keep control of the philanthropic purse.

• These foundations are recognized as ���(c)(�) organizations, but often
used as estate-planning tools estate-planning tools. When billionaires give, who wins?

Are these private family foundations philanthropic vehicles or clever ways to warehouse wealth?
How can they be used for intergenerational giving and potential tax avoidance?



Big Picture – Rich People “Problems”
Private Family Foundations, ���(c)(�)

Many examples of billionaires passing wealth to their family foundations.



This Paper
IRS Form ���-PF



This Paper
Family Foundations Using Genealogical Information

Amazing (and scary) genealogical information



Summary of Results
Contributes to our understanding of inter-generational wealth inequality

• In�ows and Out�ows

! Assets rise by ��% following a death; out�ows increase by only 6%.
! Large out�ows (above �%) drop after death.
! Younger foundations display higher in�ows and out�ows.
! Foundations with heirs see smaller out�ow increases, hinting at intergenerational transfers.
! Often used Donor-advised funds (DAFs) as a temporary reservoir before establishing long-term charitable priorities.

• Trustees’ Role

! Trustees become main contributors post-death, providing �8% of assets (often non-cash, e.g., equities).
! Philanthropic relationships remain steady; emphasis on larger organizations.

• Impact of TCJA (����)

! Gift exemption rose from $�.��M to $��.�8M.
! Postmortem in�ows to family foundations dropped by ��.�%, indicating diminished attractiveness.

Are these warehouses for inter-generational wealth transfer? What are social returns?
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Comment � – Tax Avoidance For Inter-generational Wealth Transfers?
Is there a pecking order of tax strategies?

What is the pecking order of strategies to avoid taxes for high-net-worth individuals?



Comment � – Tax Avoidance for Inter-generational Wealth Transfers?
Is there a pecking order of tax strategies?

Here is a (Rough) Pecking Order:

�. Free Transfers

�. Lifetime Exemptions

�. Establish Trusts (GRATs or IDGTs)

�. Family Limited Partnerships

�. Insurance Products

6. Philanthropy THIS PAPER

! Low on the list, tends to be irrevocable
! Immediate tax bene�ts to the estate
! Allows family to retain control over timing

Could family foundations’ substantial equity holdings–often originating from founders’ businesses or donated
securities—in�uence �rm governance?
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Comment � – Tax Avoidance for Inter-generational Wealth Transfers?
Foundations sometimes own large blocks of companies

This is roughly equal to ��% of the market capitalization of Eli Lilly.



Comment � – Tax Avoidance for Inter-generational Wealth Transfers?
Foundations sometimes own large blocks of companies

This is roughly equal to ��% of the market capitalization of Kellogg Co.



Comment � – Tax Avoidance for Inter-generational Wealth Transfers?
Testable Implications

Dig into the balance sheet more! Are �rms holding these stocks in-kind?

Suggestion �: Dig into the Balance Sheet Data
• See what is being gifted, seeing stocks being gifted is huge

• See if what they are being gifted are being liquidated or held in kind

Suggestion �: If they are holding corporate stock, look at the voting (rights)
• Can rule in/out a corporate governance story. This is an interesting way of retaining control and tax avoidance!

• For foundations using DAF, this is likely ruled out



Comment � – Use the Fact There is Anticipation
Evidence of large out�ows prior to death event

The pattern suggests that there is (partial) knowledge of imminent passing



Comment � – Use the Fact There is Anticipation
Do People Know They are About to Pass? Can you use This Fact?

Can the paper use the passing information to better separate the stories?

Suggestion �: Cut the Data by Unexpected Passing
• Consider Alex and Bob, and both have a family foundation

• If Alex is 6�, and Bob is 8� and they both pass away

• The Alex event is somewhat unexpected

• Bob’s passing is more predictable actuarially, so the foundation may plan accordingly.

Suggestion �: Can you compare the passing date to the end of the �scal year?
• Passing just before the end of the �scal year doesn’t give time to react/plan

• This won’t change your main results, but may shed light on the planning motives



Comment � – Wealth Accumulation and Real Effects
Do Foundations Become “Warehouses” for Wealth?

Can the paper more directly show if foundations “Warehouse” wealth



Comment �: Benchmarking “Social Return” on Foundation Assets
Do Foundations Become “Warehouses” for Wealth?

Are these philanthropic dollars truly bene�ting society or just sitting idle?

Suggestion �: Study Dynamics of Wealth Warehousing using IRS ��� Data
• Track the revenue and size of PFF, see they continue to grow post-death event

• PFFs act as intermediaries, delaying when money gets to ultimate charities, can you quantify how fast a dollar added is donated?

Suggestion �: Evaluate the “Social Return” and Ef�ciency of Charitable Giving
• Track patterns of recipient organizations (e.g., local nonpro�ts vs. major universities vs. DAFs).

• Assess whether donations align with a foundation’s stated mission and whether there is “mission drift” (post generational change).

• Explore potential scale economies: does foundation size improve or reduce the overall impact on recipients (e.g., administrative costs,
overhead, or timing of grants)?



Excited for this Paper
Documents new facts, raises new questions!




