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My wife and two adult children started the Kloeden Foundation to bring 2 family
approach to providing assistance to those in need whose requirements exceed the
capacity of Government to pay.

We saw the establishment of a PPE as a way for our family to strategically engage
with the community. Outr particulaig'strategic focus is the early stage educational
needs of the children of disadvantaged families. We seek to assist them become
productive and happy membets of the community rathet than falling well behind
their peers and becoming a burden on society. We believe that our financial
suppott will be most effective if djxectefi to eatly primary school children. We
focus on the Dandenong area of outer Melbourne where there is a strong need
for our supportt.

As our foundation tmatures 1 expect our children, who ate on the board of the
trustee company, to take a leadership role thus establishing a long term basis for
family giving.,

We would not have established a PPF under the rules suggested by this
Discussion Paper, in particular if PPFs are compelled to:

o distribute as much as 15% of the closing value of the fund each yeat,
effectively eliminating perpetuity; and
o make theit contact details available publicly.

The proposal to distribute 15% per annum is inconsistent with the original rules
under which our Foundaton was established. We would consider this a breach of
faith by the Government.

‘The rules suggested in Treasury’s Discussion Papet will likely:

o close down the majority of existing PPFs within a 15 year petiod; and
o resultin very few new PPFs being established.

One of the major reasons for establishing our PPE was for the family to engage
with the community in a strategic way over a long petiod of time, hopefully
including many generations. Depending on vatious assumptions, a distribution
rate of 15% per annum will sesult in the Foundation baving an immatetial cotpus

within approximately 10 years, resulting in the Foundation being closed.

Philanthropy requires 2 long term approach to major issues facing the
community. Lack of perpetuity will make this very difficult and cettainly result in
a short term focus.



We agree that the current PPF Guidelines are ambiguous and we welcome the
abolishment of accumulation plans. We further agree that for simplicity PPFs
distribute a minimum amount each year based upon the market value of the
PPF’s net assets at the close of the previous financial year. We agree that this
would provide greater certainty to PPF trustees and provide more consistency to
giving by PPFs. We believe such clarity, at a disttibution tate which allows
petpetuity of the foundation, will also lead to an increase in the establishment of
PPFs.

We believe a reasonable distribution rate to be 5% per annum. This will ensure at
least 5% of the cotpus reaches the community each year and allow the
Foundation to accumulate funds over a reasonable petiod of time so that the
annual distribution can be meaningful in amount. This will maximise the long
term benefit to the community. It is similar to the rate used in the USA.

If PPFs ate required to publicly provide their contact details we would be
inundated with requests for funds. We understand that there are over 20,000
deductible gift recipients (DGRs’) in Australia. Notwithstanding that 2
propottion of these may be ineligible to receive gifts from a PPF, once a list of
PPF addresses is made publicly available we would expect a vast number of these
DGRs would likely write to each PPF secking funding. To minimise costs out
Foundation does not employ staff, however, if the Foundation was to be
inundated with funding tequests it is likely that staff would need to be employed

to manage this process. This would have a material adverse impact on grants
made by the Foundation each yeat.

We foresee this resulting in a significant waste of resources for charities. We
would imagine that we will receive requests for many projects which fall outside
the mission and scope of the Foundation.

We should be encouraging families to commence traditions of giving, not
discouraging them, as the proposals in the Discussion Paper will do.

For those with PPFs with a cotpus at or neat $500,000, emphasis should be made
that you intend to grow the corpus over time to the benefit of the community
and that it would be a disservice to the community to stifle such community
spitit by closing the PPF simply because the corpus fell below $500,000.



