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BENEFITS OF DONATING 
PRIVATELY-HELD BUSINESS INTERESTS

One option to maximize the impact of your client's charitable giving is the donation of a portion or all
of a privately-held business interest. This includes interest in entities such as a Limited Liability
Company (LLC), Limited Partnership (LP), C-corporation, or S-corporation.

The most effective way for your client to donate a privately-held business interest is through a Donor-
Advised Fund (DAF). DAF's provide an excellent opportunity for donating privately-held business
interests for a couple of key reasons: 

It creates a personal tax deduction for your client: they may claim a fair market value
charitable deduction for the tax year that the interest is donated and can choose to pass on
those savings to more giving.

A DAF allows your client to avoid the taxes that would accrue if an asset were sold and
the proceeds were donated, avoiding capital gains taxes. Donating the asset directly to the
DAF eliminates the potential taxes of the sale. 

At University Impact we follow these guidelines: 

A gift agreement will be required to change ownership of the business interest and can be
drafted by UI or the donor's attorney.

UI requires the articles of of incorporation, operating agreement, and stockholder /
shareholder agreements of the business to draft the donation;  UI charges a flat fee of
$500, which can be paid for out of the DAF. 

Before any binding agreement occurs, regarding the sale of the business interest, the donor
needs to allocate the desired portion of their business interest to their DAF.
 

The donor can only make donations out of their DAF with liquid assets.

The UI team will work with the donor, their attorney, and CPA when applicable, to review all
aspects of the donation (tax implications, UBTI, any other liabilities, etc.). 

The value of the donation, for the purpose of a tax deduction, needs to be established by a 3rd
party valuation firm for assets exceeding $5,000. 

The valuation can occur up to 60 days before or after the sale as long as it is completed
prior to the donor filing their taxes. 
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Additional information:
The UI team is comfortable operating on very short timelines with these donations. Additionally, if
the total ownership interest of the donor (including the donation) is over 20% ownership of the
entity, the excess building holding rule is triggered. This means that the DAF would then have 5
years to liquidate the holding or would be fined. In this situation, you would not want to move
forward with a DAF unless there is a high degree of confidence that a sale (of the business interest)
was going to move forward.

For the gift of a privately-held business interest in excess of $5,000 the donor must obtain a qualified
appraisal by a qualified appraiser to substantiate fair market value for the charitable deduction.
These appraisals must be obtained no earlier than 60 days (as noted above) before the date of
donation and no later than the due date of the donor's tax return (including extensions) for the year
of the gift. The appraisal cannot be paid for by the DAF. 

See next page for the Donor Checklist when donating a business interest. 

Donor Checklist
Donating a Privately-held Business Interest 

Does the donor intend to place any restrictions on UI's right to use or sell the asset? 
 Any related debt or liabilities related to the asset being gifted? 

Determine what portion, or entirety, of the private business that the donor desires to donate. 

Provide the articles of incorporation, operating agreement, and stockholder/shareholder
agreement of the business and pay a $1,250 fee (which can be paid for from the DAF if
desired) to draft the gift agreement.

Provide a description of the asset being gifted (corporate structure of the relevant business) 

Provide a qualified appraisal of the business (obtained and paid for by the donor), no earlier
than 60 days before the date of donation or no later than the due date of the donor's tax
return. 

Provide any proposed liquidation plan with respect to the asset 

Provide a description of the percentage of business holdings that will be held between the
donor advised fund (DAF) receiving the gift and "disqualified persons" (donors and donor
advisors with respect to a DAF as well as family members of the previous persons owning
more than 35% of the entity). 

uitripledaf.org

For more information please contact UI Managing Director, Daniel Blake (dan@uimpact.vc).


