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Specialty Asset Management 
Helping Institutions maximize the value of illiquid assets  and considerations for 

determining gift acceptance. 
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This presentation is designed to introduce you to the products and services available through U.S. Trust, Bank of America Private Wealth Management, is provided for informational purposes only, 
and is not issued in connection with any proposed offering of securities. This presentation is not used with regard to any specific investment objectives, financial situation or particular needs of any 
specific recipient and does not contain investment recommendations. Bank of America and its affiliates do not accept any liability for any direct, indirect or consequential damages or losses arising 
from any use of this presentation or its contents. The information in this presentation was obtained from sources believed to be accurate, but we do not guarantee that it is accurate or complete. The 
opinions expressed herein are made as of the date of this material and are subject to change without notice. There is no guarantee the views and opinions expressed in this presentation will come to 
pass. Other affiliates may have opinions that are different from and/or inconsistent with the opinions expressed herein and may have banking, lending and/or other commercial relationships with 
Bank of America and/or its affiliates. All charts are based on historical data for the time periods indicated and are intended for illustrative purposes only. Past performance is no guarantee of future 
results. 

IMPORTANT: The material presented is designed to provide general information about ideas and strategies. It is for discussion purposes since the availability and effectiveness of any strategy is 
dependent upon your individual facts and circumstances. Performance figures should be utilized only in a one-on-one presentation with clients or prospective clients accompanied by the appropriate 
disclosure statement. Taxable accounts may have varying performance due to each individual account’s tax status. Always consult your independent attorney, tax advisor, investment manager and 
insurance agent for final recommendations and before changing or implementing any financial, tax or estate planning strategy. 

Some of the services that may be described in this presentation are provided by the Consulting Services Group of Banc of America Investment Advisors, Inc. and/or Merrill Lynch, Pierce, Fenner & 
Smith, Incorporated. Banc of America Investment Advisors, Inc. is an SEC-registered investment adviser and a wholly owned subsidiary of Bank of America, N.A. Merrill Lynch, Pierce, Fenner & Smith, 
Incorporated is a registered broker-dealer and investment adviser and a wholly owned subsidiary of Bank of America Corporation. 

Investment products: 

 

 

U.S. Trust operates through Bank of America, N.A. and other subsidiaries of Bank of America Corporation. Bank of America, N.A. and U.S. Trust Company of Delaware (collectively the “Bank”) do not 
serve in a fiduciary capacity with respect to all products or services. Fiduciary standards or fiduciary duties do not apply, for example, when the Bank is offering or providing credit solutions, banking, 
custody or brokerage products/services or referrals to other affiliates of the Bank. 

Bank of America, N.A., Member FDIC. 

Investing in securities involves risks, and there is always the potential of losing money when you invest in securities. 

Credit and collateral subject to approval. Terms and conditions apply. Programs, rates, terms and conditions subject to change without notice. Equal Housing Lender. 

This presentation may not be reproduced or distributed by any person for any purpose without prior written consent. 

© 2013 Bank of America Corporation. All rights reserved. XXXXXXXX 

 

 

 

 

Important information  

Are Not FDIC Insured Are Not Bank Guaranteed May Lose Value 
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Common types of illiquid assets 

• Vacant land 

• Residential property  

• Farm, ranch and timberland 

• Investment property such as apartments, office buildings and shopping centers 

• Commercial property used in a business such as industrial property, motels and hotels, 

recreational parks, mobile homes, and RV parks  

• Natural resources such as coal, oil and gas, and minerals 

• Interests in closely held businesses 

• Artwork and other personal property, including jewelry  
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• Generational wealth transfer is 
estimated to be $41 trillion, with key 
beneficiaries being spouses, children 
and charitable organizations. 

• Studies show that donors will leave the 
liquid investments to their heirs, with 
the illiquid assets often going to charity. 

• More than 60% of the net worth in the 
U.S. is in these assets. 

• Historically, illiquid assets constitute 
only one-third of all gifts. 

• Illiquid assets are often very valuable 
and complex. 

• Most planned gifts use highly 
appreciated assets. 

• Broaden donor base—enormous  
wealth made in illiquid assets. 

The nonprofit perspective: The opportunity with illiquid assets1  
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37.9% 37.2% 

16.1% 

8.8% 

Financial Total RE Business equity Other 

Distribution of net worth  
(Household wealth) 

1. Source: Federal Reserve Bulletin, June 2012. Changes in U.S. Family Finances from 2007 to 2010: Evidence from the  Survey of Consumer Finances. 



Dual perspective: Benefits of gifting and accepting illiquid assets  
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Donor-related benefits  Benefits for Institutions 

• Achieve philanthropic goals 

• Avoid probate and estate taxes 

• Defer and limit capital gain taxes 

• Immediate income tax deduction 

• Shift management responsibility 

• Diversify investments 

• Generate more reliable income stream  

• Help donors pursue their goals 

• Increase fundraising by expanding the 
types of gifts accepted to include 
illiquid assets 

• Investment attributes of some real 
estate holdings: 

‒ Inflation hedge 

‒ Noncorrelated assets 

‒ Combined income and principal 
growth potential 



Where to start: Prelude to a gift 

When presented with a gift of illiquid assets, it’s important to weigh your organization’s desire to 

build long-lasting relationships with key benefactors and derive financial benefits from these 

assets against your ability to: 

Ensure that you have a gift acceptance policy to determine whether a gift is right for  

your organization 

Have a plan in place to perform the due diligence required to properly evaluate the  

rules, risks and expenses involved in accepting, managing and selling a particular asset 

Determine how ongoing operational management of hard assets donated to your 

organization will be handled 

Integrate the investment characteristics of hard assets into your overall portfolio investment 

strategy 

Identify and avoid potential conflicts of interest 
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Ensure that you’ve built a network of resources to evaluate the above points. 

Gift acceptance policy best practices 

When creating a gift acceptance policy, the following items  

should be clearly stated: 

• The categories of gifts 

• The processes that will be used to evaluate gift proposals 

• Which roles within the organization assume fiduciary 

responsibility for evaluating, managing and selling 

donated assets 

• Guidelines for ensuring that conflicts of interest will be avoided 

• The legal responsibility of the donor versus the institution 

• Conditions under which the organization may seek the advice 

of legal counsel 
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If your organization serves as 

trustee for a planned giving 

program, your policy may also 

want to address: 

• What kinds of assets can be 

contributed (and which cannot 

be contributed) 

• The processes your 

organization will use to sell the 

asset and diversify assets 



Considerations for specific illiquid assets  

Each class of illiquid assets presents its own challenges, opportunities and things to consider before 

accepting a gift. All require an environmental review first. 
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Real estate 
Farm and  
ranch land 

Oil and gas and  
mineral interests Private business Timberland  

• Type of asset and 
associated complexity—
income producing; 
commercial; residential; 
industrial; vacant land, 
etc. 

• Debt 

• Location—environmental; 
marketability; zoning 

• Liability and risk—
insurance; ownership and 
title 

• Marketability 

• Expenses 

• Type of asset—farm: 
crop or permanent 
plantings; livestock; or 
recreational ranch 

• Leases: cash versus 
crop share; tenant; 
lease terms 

• Future use planning  

• Alternative uses 
including soil and 
water conservation 
programs 

 

• Type of interest: mineral, 
royalty, overriding 
royalty, working UBTI 

• Proper titling 

• Data management 
system to capture 
payment details 

• Oil and gas lease 
negotiations, division 
order review/processing, 
review of pooling 
agreements, unit 
agreements, force 
pooling orders, ad 
valorem tax review and 
payment, etc. 

 

• Type of entity: LLC, LLP, 
Subchapter S, etc. 

• Pass-through entity with 
UBTI 

• Productivity: income 
producing or market 
appreciation 

• Liability: interest in a 
general partnership or 
joint venture (joint and 
several/unlimited 
liability) 

• Controlling or 
noncontrolling interest 

• Reputation risk 

• Marketability 

• Timber inventory and 
condition 

• Additional uses  

• Current management 

• Forestry management 
plan 

• Conservation and  
environmental 
management 

• Location  and exposure 
to natural disasters  

 



Assessing the opportunity and risk 
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Oil, gas and minerals 

• Professional mineral manager 

• Titling issues 

• Data management system 

• Legal and property review  

• Negotiations 

Private businesses 

• Entity type 

• UBTI 

• Cash flows and liabilities 

• Control 

• Marketability 

Real estate 

• Property and asset type 

• Location challenges 

• Ownership factors 

• Maintenance and upkeep 

General areas of concern 

Potential liability: legal, property, casualty, tax 

Environmental concerns 

Market risk 

Reputation risk 

Logistical 



Philanthropic Solutions 



The Philanthropic Landscape from a Real Asset Perspective 

I. Key Trends 

II. Bank of America High Net Worth Study 

III. Fiduciary Responsibility 

IV. Gift Acceptance Policies 
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Key trends in the Nonprofit Sector in 2012 

• Demand for service is on the rise 

• Revenue wells are drying up and giving patterns are changing 

• Online and new media giving is growing and evolving 

• Peer-to-peer engagement is playing a bigger role 

• Accountability and transparency standards are essential 

• Investment performance is increasingly important to donors 

• Collaboration and Partnerships are becoming more the norm  

 

 

 

 



HNW consumers express a desire to have philanthropic 
conversations early in the client/advisor relationship 

HNW Consumers 

When Should Advisor First Bring Up 
Topic of Philanthropy1 

34% 

15% 

41% 

12% 

At your first 
meeting 

Afer a few 
meetings of 

discussing needs 

After several 
meetings, when 
fully understand 

them 

Not sure 

1 Among those who discuss philanthropy with advisors 
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Advisors and HNW consumers disagree about the impact of 
eliminating tax benefits on giving levels 

How Charitable Giving Would Change if Actions Occurred 

External Advisors: Total HNW Consumers 

40% 

11% 

55% 

44% 

6% 

45% 

Estate tax 
eliminated 

Income tax 
deductions for 

donations 
eliminated 

Reduce 

Stay the 
Same 

Increase 30% 

9% 

30% 

13% 

40% 

78% 

Estate tax 
eliminated 

Income tax 
deductions for 

donations 
eliminated 
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Percentage of High Net Worth Households That Gave to Each 
Recipient Category in 2011^ 

17 

Percentage (%) 

^Combined organizations include United Way, United Jewish Appeal, and Catholic Charities. “Giving Vehicle” represents gifts 

to private foundations, charitable trusts, and donor-advised funds.  

*2009 and 2011 results are statistically different (2009 data not shown). 
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Distribution of High Net Worth Dollars Given to Each Recipient 
Category in 2009 and 2011^ 

18 

Percentage (%) 

^Combined organizations include United Way, United Jewish Appeal, or Catholic Charities. ‘Giving Vehicle’ represents gifts 

to private foundations, charitable trusts, and donor-advised funds. 
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High Net Worth Donors Who Currently Have or Plan to Establish a 
Giving Vehicle in the Next Three Years 

19 

Percentage (%) 
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Duty of care 

• Describes the level of 

competence that is 

expected of a board 

member 

• A board member owes the 

duty to exercise 

reasonable care when he 

or she makes a decision as 

a steward of the 

organization 

Duty of loyalty 

• Is a standard of 

faithfulness 

• A board member must 

give undivided allegiance 

when making decisions 

affecting the organization 

and never use information 

obtained as a member for 

personal gain 

• Must always act in the 

best interests of the 

organization 

Legal responsibilities 

Duty of obedience 

• Requires board members 

to be faithful to the 

organization's mission 

• They are not permitted to 

act in a way that is 

inconsistent with the 

central goals of the 

organization 

• A basis for this rule lies in 

the public's trust that the 

organization will manage 

donated funds to fulfill 

the organization's 

mission 

References: Bruce R. Hopkins, Legal Responsibilities of Nonprofit Boards (BoardSource 2003) 
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Fiduciary responsibility 

Fiduciary duties of a Nonprofit Board Member 

• Protect public interest  

• Fulfill legal requirements  

• Maintain legal documents, policies, and bylaws  

• Maintain integrity of the organization – avoid conflicts of interest  

• Ensure effective leadership: 

– Select and evaluate the President or Executive Director  

– Select and recruit board members & officers  

Source: BoardSource 
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Gift acceptance policy and procedure 

• Defines the types of assets the organization will accept 

• Defines the organization’s role in administering gifts 

• States that the organization will obtain legal input and advice when appropriate 

• Specifies limits you may want to impose 

• Details the types of restrictions donors can place on gifts 

• Outlines donor responsibility with respect to appraisals for tax purposes 

• Identifies the specific circumstances under which your organization will obtain an 

independent appraisal 

• Outlines how you plan to acknowledge gifts 

• Notes the time frame for communicating with donors 

• Specifies procedures for amending the policy 

• Provides guidelines to donors about consulting with their personal advisors 
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Conflicts of interest policy 

• 95% of nonprofits have a written Conflict of Interest policy in 2010 up from 88% in 2007* 

• Purpose 

– Affirmation that all parties are acting in the interest of the organization 

– Avoid real or perceived conflicts of interest that are detrimental to the organization 

• Content 

– Written procedures for determining whether a relationship, financial interest or 

business affiliation is a conflict of interest 

– Course of action to take if a conflict is identified 

– Requirement that those covered periodically disclose in writing any known financial 

interest the individual, or a member of the individual’s family, has in any company that 

does business with the organization 

• IRS Form 1023 (Application for Recognition of Exemption) has a sample conflict of  

interest policy 

 * Board Source Governance Index 2010 
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