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Donating Equity to Create a Corporate Foundation

Donating equity is a fantastic way for companies to leverage a resource for philanthropy.  For private, venture-backed companies, equity is an asset that private companies can share with key stakeholders, including the community.  Since cash is scarce for private companies, creating a corporate foundation equity prior to an initial public offering or liquidity event is a highly leveraged way to invest in the community.  

Through EF and its affiliates, over 700 private companies have funded their corporate foundations with equity prior to a liquidity event.  There is a relatively low cost to the company because the shares are designated for a foundation when the price per share is lower than it would be if the shares are publicly traded.   And, the upside for philanthropy is high because the shares will increase in value at IPO.  Additionally, if the company chooses to donate equity in the form of a warrant or an option, the company can defer its charitable tax deduction until liquidity, thus benefiting from the timing.  
Public companies may also want to consider donating equity to create their corporate foundations but oftentimes the equity donation may require full shareholder approval.  Please check with your corporate counsel to determine if donating equity makes sense for your company. 

Additionally, many founders and executives of companies donate their personal shares, in the name of the company, to create their company's corporate foundation.   This enables the company to have a foundation without seeking board or shareholder approval and the individuals making the contribution receive the charitable tax deduction. 
EF has comprised a summary of legal and accounting considerations for working with EF to create a corporate foundation with equity and has sample documents for making the grant including warrant, option and common stock purchase agreements.  

Link to:

Summary of Legal and Accounting Issues

Option/Warrant Agreement

Common Stock Purchase Agreement
Entrepreneurs Foundation
  
www.efbayarea.org
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