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FPA of San Antonio &
South Texas
and the
Planned Giving
Council of San Antonio
Presents:

Jeff Gerold, CFP, CAP

V.P. Charitable Planning Consultant

Fidelity Investments
and

Nathan Daley, J3.D.
Director - Complex Asset Group
Fidelity Charitable

"What Do High Net Worth Donors/Clients
Expect You to Know About Philanthropy?"



Fueling Philanthropy with Complex Assets

Nathan Daley, J.D. Jeff Gerold CFP

Director, Complex Assets Group Vice President, Charitable Planning Consultant

The Charitable Landscape

Total charitable giving increased 4.4% in 2013- from $321 billion to $335 billion
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Gain a Competitive Edge

Differentiate Yourself by Encouraging Charitable Conversations

More than Yet only
of high-net-worth clients of advisors are likely
contribute to charity annually’ to raise the topic of

philanthropy with clients?

WP FIoELITY Chariable
o ”
nPhian

8/25/2015




8/25/2015

Gain a Competitive Edge

Donor-Advised Funds Are One of the Most Common Ways to Give

o Checkbook Giving

+ One of the most common ways to give
+ Not the most efficient or effective way to give

e Private Foundation

« Astructured approach to giving

«+ Often costly and time consuming to maintain, no anonymity

@ Donor-Advised Fund (DAF)

«+ Astructured, simple, and efficient approach to giving

« Enables use of long-term appreciated assets, providing significant tax benefits
« Individual donor-advised fund accounts grew 34% between 2007 and 2013:

« Total charitable assets available for grantmaking in all donor-advised fund accounts
were $53.74 billion in 2013 — an all-time high?

Y FIoELITY Chariable
‘ National Phianivopi Trst 2014 Donor Advsed Fund R “

Giving with a Don

How it works
Give
MAKE A TAX-DEDUCTIBLE CONTRIBUTIONS RECOMMEND GRANTS TO
CHARITABLE CONTRIBUTION ARE INVESTED IRS-QUALIFIED CHARITIES
Benefits « Eliminate capital gains « Frontload and support « Conduct transactions online
taxes by contributing long- charities over time - Involve family in giving and
term appreciated assets + Maximize support leave a charitable legacy
+ Simplify recordkeeping to charities - Recommend that grants
+ Support multiple « Potential for assets be made anonymously
charitable causes with to grow tax free if desired

asingle donation
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Public and Private Appreciated Securities Donations on the Rise

A charitable contribution of long-term
appreciated assets — e.g. stocks, In 2014,

bonds, and/or mutual funds that have o
appreciated and have been held for
over a year — can be one of the o

most tax-efficient of all ways to give.

of all contributions to

ypos of Assots Contributed

Y ¢

Fidelity Charitable were

in the form of long-term

appreciated securities
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Examples of Complex Assets

Complex Assets can be:

Private Company Stock

- s-Corp
- C-Corp

m LLC and Limited Partnership Interests
'
‘g’ Restricted Stock
‘I% Real Estate
=
% Oil and Gas Royalty Interests

Certain Alternative Investments

34%

of wealthy clients
report that they own
complex assetss

> Advice & Giving” survey.

Crariabie 100,000

Similion ninvestabie assels, exciuding theirpimary residence.

Why Donate Complex Assets to a DAF at a Public Charity?

D°"°'*[g‘;\'§)'sd Fund Directly to Public Charity

Private Foundation (PF)

Tax deduction Fair market value Fair market value Costbasis
Expertise handling Internal expertise. May need to outsource— ner: .
complex assets (some may outsource) could reduce net amount Generally outsource

Deduction limitation
)

{foderal 30% 30%

20%

Abilityto diversifygiving  Multple grants to many 100% of asset to one charity

Muliple grants to many

withons asset Chatisswih e 2558t Charies i one a5t
Aanal e fings of RS Form
Confidentiity Optionto give anonymously 12, generae addional 950.PF I3 a pubicrecord of
9 assets, contributors, and grants.
chncioncy One point of contact Waltple charis rauires One point of contact
forransacion mltplecortacs forvansacion

At 2 501)(3) public chary
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A Current Trend

Private Company Exits on the Rise

8/25/2015

The bulk of wealth in the U.S. is held in private companies and exits of those

companies are on the rise:

«U.S. merger and acquisition deals totaled $1.1 trillion in the first nine months of
2014, making it the first time M&A values surpassed pre-crisis levels during the
same period.?

« Private business owners are estimated to generate $10 trillion in liquidity by
2020 as they exit their businesses.

* Mergermarket “Global and regional M&A: Third quarter 2014"repor,
. “Key Facts Abou

out Exit Panving - '! FIDELITY Charitable




Giving Non-Publicly Traded Equity in Advance of a Business

Exit/Transition*

SITUATION: For business owners nearing a transition point, timing is critical
when considering donations to Fidelity Charitable for a Giving Account:

o 5
T = 3~
STEP 1 STEP 2

Donor contributes Tax-exempt charity

STEP 3

Proceeds flow
into the donor’s
Giving Account®

shares of company sells stock to third-
stock to charity party buyer (no capital
gains tax)

THE END RESULT:
Fair market value' tax deduction, eliminate capital gains, and give more to charity.
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Key Concerns for Donor and Charity

Transferability
Liquidity and Timing

Valuation

Risk Management

< < <<
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Case Study: Oil and Gas Royalties

SITUATION: Donor is considering a sale of oil and gas interests and
potentially using the after-tax proceeds for charitable gifts.

[ ] o
I SN
STEP 1 STEP 2

Donor's investment Tax-exempt charity
contact a evaluates the situation

STEP 3

The proceeds,

less carrying costs,
flow into donor's
Giving Account

Charitable Planning and performs due
Consultant diligence; negotiates
sale with buyer
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Case Study: Oil and Gas Royalties

SITUATION: Donor is considering a sale of oil and gas interests and
potentially using the after-tax proceeds for charitable gifts.

=

STEP 2

Tax-exempt charity
evaluates the situation
and performs due
diligence; negotiates
sale with buyer

CONSIDERATIONS

+ How marketable is the asset?
Is the donor willing to make an irrevocable contribution?
What are the carrying costs and risks to the charity?
What is the valuation of the asset?
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Case Study: Oil and Gas Royalties

SITUATION: Donor is considering a sale of oil and gas interests and
potentially using the after-tax proceeds for charitable gifts.

STEP 1 STEP 2

Donor’s investment Tax-exempt charity
managers contact a evaluates situation,

STEP 3

The proceeds, less
i flow

charitable planning performs due diligence,
consultant and negotiates sale
with buyer

Account®

THE END RESULT:
Fair market value’ tax deduction, eliminate capital gains, and give more to charity.
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Case Study: Real Estate Contribution

SITUATION: Donor is selling a condo in Palm Beach and is interested in donating
to 30 charities annually. The donor’s advisor suggests donating the condo to a
donor-advised fund at a public charity.

8/25/2015

T |
STEP 1

Donor's advisor

contacts a Charitable
Planning Consultant

STEP 2

Tax-exempt charity
performs due diligence
and manages the sale

STEP 3

The proceeds, less
carrying costs, fund the
Donor's Giving Account
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Case Study: Real Estate Col

SITUATION: Donor is selling a condo in Palm Beach and is interested in donating
to 30 charities annually. The donor’s advisor suggests donating the condo to a
donor-advised fund at a public charity.

T

’“l
STEP 2
Tax-exempt charity

performs due diligence
and manages the sale

CONSIDERATIONS

+ How marketable is the property?
+ Is the donor willing to make an irrevocable contribution?

+ What are the carrying costs and risks to the charity?

+ What is the valuation of the property?
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Case Study: Real Estate Contribution

SITUATION: Donor is selling a condo in Palm Beach and is interested in donating

to 30 charities annually. The donor’s advisor suggests donating the condo to a
donor-advised fund.

T S
STEP 1 STEP 2

Donor's advisor Tax-exempt charity
contacts a charitable performs due diligence
planning consultant and manages the sale

STEP 3

The proceeds, less
carrying costs, fund the
donor’s Giving Account

THE END RESULT:

Fair market value® tax deduction, eliminate capital gains and support multiple
charities over time.
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Donating Appreciated Private Equity Interests

Private Equity Investors have the opportunity to donate appreciated private equity
interests, including:

Carried Interests

Distributed Portfolio Company Stock

Limited Partnership (LP) Interests

« Claim a fair market value charitable tax deduction for the
contributed asset

Taxpayer

benefits « Potentially eliminate capital gains taxes on the appreciation

g FroeuTY




Fueling Philanthropy with Appreciated Private Equity Interests

THE SITUATION
« Ellen is a partner at a Private Equity Firm (Ellen’s Firm), which is the General Partner for a PE Fund,

+ Jim is an entrepreneur. In addition to his publicly-traded portfolio, Jim has a limited partnership interest in the
Fund.

« Limited partnership interest in the Fund is managed by Ellen’s Firm

+ Ellen’s Firm is negotiating a business exit. Both Ellen and Jim are interested in maximizing their charitable
giving with donations of appreciated assets from the portfolio company sale.

g FioeuTYC
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Giving Private Equity Interests

SITUATION: There are a variety of interests related to private equity that can
be considered for a charitable contribution, including portfolio company shares, LP
interests, and LLC interests.

] = A X N N
T == o
STEP 1 STEP 2

Donor contributes Tax-exempt charity
private equity interest seeks liquidity either

STEP 3

Proceeds flow
into the donor’s
to charity by selling to third: Giving Account®
party or by receiving
distributions

THE END RESULT:
Fair market value tax deduction, eliminate capital gains, and give more to charity.

g FioeuTYC

Fueling Philanthropy with Appreciated Private Equity Interests

THE PROCESS

+ During the business exit, the partnership distributes shares/interests from the sale to individual partners and LPs
including Jim and Ellen.

« Jim and Ellen decide to donate shares to charity as part of the firm's charitable program.

Proceeds are wired and
DONOR] ‘ Donor-Advised Fund™ ‘ allocated to individual

donor-advised funds

Partner or LP donates carried DAF monetizes contributed
interest, distributed stock or asset in conjunction with
LP interest the Private Equity Firm’s

exit strategy

THE BENEFITS
+ Potentially eliminate capital gains on the appreciation.

+ Charitable tax deduction (fair market value, based on appraisal).
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Nonprofit Marketplace

Growth of donor-
advised funds from
2007-2013"
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Nonprofit Marketplace

Grants
recommended to

$9 . 6 6 B nonprofits from DAF

donors in 2014*
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Growth Through Investment Options

Fidelity Charitable Has Helped Increase Charitable Dollars by Billions Through

Investment Growth \,

$3.6 Billion-

INCREASE IN CHARITABLE DOLLARS

Donors are able to recommend how assets are allocated among
several investment options—mutual fund pools or investment
advisor-managed accounts—for tax-free growth. Since Fidelity
Charitable’s inception, investment growth has increased the
amount of charitable dollars available for granting by nearly $3.6
billion over the total amounts contributed.
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Disclosures

or tax advice. Fidelity

Information provided is general ar re and should not be cor
Charitable does not provide legal o tax ided relates to taxation at the federal level only, and
availability of certain federal income tax deductions may depend on whether you itemize deductions. Rules and
regulations regarding ta state o laws
relevant o a particular situation may ty, accuracy, or o ion provided
Charitable contributions of capital gain property held for more than e usually deductible at fair market value.
n property held for one yea e usually limited to cost basis. Consult an attormey or tax

ur specific legal or

Fidelity Charitable is the brand name for thy
nd prog omj

adh und program. Various Fidel
and logo and Fidelity are registered service marks of FMR LLC, used by Fi
Ac is a registered service mark of the Trustees of Fidelity Cha
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