Charitable Contributions: Cash or Shares?

Maximize your generosity from the sale of your business by properly structuring your contributions
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Over the years, hard work and sound decisions built your successful business. Now, as life’s priorities change, you may want to
use your well-earned prosperity to make a lasting, positive difference in your community.

Many accomplished business owners support local non-profits and charities by gifting proceeds from the sale of their business
interests. If you consider funding a contribution in this manner, it’s imperative that your gift is properly structured to minimize
taxes and maximize benefits.

Choose wisely. The difference is significant.

If your gift isn’t structured properly, you can pay significantly more in taxes — leaving the recipient with a smaller donation than you
intended. Here’s an example illustrating the difference between outright giving compared to a planned strategy:

Mary wants to sell her business — valued at $5 million — and donate $2 million of the proceeds to a local non-profit
food bank. She currently has a long-term capital gains rate of 23.8% (including the Medicare surtax of 3.8%).

Value of Business
CO )

Value of shares donated: $2,000,000
Federal long-term capital gains rate: 23.8%

Sell the business VS Donate the
Donate the proceeds ' business shares
$476,000 Long-term capital gains tax paid $0
$1,524,000 Charitable contribution $2,000,000

Option 1: Option 2:
Make an Outright Cash Gift Implement a Structured Plan
If Mary’s sells $2 million of shares and donates the If Mary donates business shares worth $2 million directly to the food
proceeds to charity, she will pay $476,000 in capital bank, she recognizes no capital gains — and makes a full $2 million
gains taxes — reducing her net contribution to the food donation. When the food bank sells their shares, Mary will recognize
bank to $1,524,000. no gain on the shares given to the food bank. That’s $476,000 more

than an after-tax cash contribution. Mary will also receive a larger tax
deduction on the $2 million donation of shares versus the $1,524,000
net proceeds from the sale of shares (Option 1).
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How is this accomplished? To structure her donation as shown in Option 2, Mary could create a donor-advised fund or a charitable
remainder trust. Here’s how each of these structured plans works:
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Donor-Advised Fund

This charitable-giving vehicle allows individuals, families or businesses to make an irrevocable, tax-deductible contribution
of personal assets to a charity. The fund manages the assets and at any time thereafter the donor can recommend grant

distributions to qualified charitable organizations.

1. Mary works with her First 2. She gifts $2 million of her company’s 3. Mary directs First Citizens to
Citizens advisor to establish a shares to the fund. The DAF sells the assets in the make donations to the food
donor-advised fund (DAF). sale of Mary’s company. Mary recognizes no capital bank from her DAF.

gains from the sale of donated shares. She receives a
charitable income tax deduction for her gift’s value and
uses it to offset her tax liability from proceeds of the
remaining $3 million from the sale of her business.

Charitable Remainder Trust

A charitable remainder trust (CRT) helps if Mary needs to replace a stream of income with the sale proceeds while still supporting
the food bank charity.

A CRT is an irrevocable trust enabling a business owner to gift shares to charities while continuing to receive income from the
asset(s) during life or a period of up to 20 years. The business owner and/or other income beneficiaries receive trust income
annually and the charities receive the remaining assets when the trust terminates.

\

1. Mary donates $2 million of her business interest to a CRT and 2. The CRT pays Mary approximately 3. At Mary’s death, the CRT is
sells the remaining $3 million outright. $100,000 annual income over her terminated and over $3.5 million
] ) ) ] lifetime (assumes 7% growth rate, is distributed to the food bank
= She receives a charitable income tax deduction of $521,660 5% payout). (or her DA).

on the $2 million donation — offsetting the tax owned from
the outright sale of her $3 million ownership interest.

= The CRT sells the $2 million business interest and
diversifies the proceeds. There is no tax on this transaction.

(continued)
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Donor-Advised Fund or Charitable Remainder Trust — Which is Right for You?

Here’s another sound business decision to make. Factors you should consider when evaluating the best charitable-giving
structure for you are your:

Need to receive income tax deductions to offset high income

Flexibility during a liquidation event (inheritance or sale of business or real estate)

Desire to reduce or eliminate capital gains, gift and estate taxes

Enthusiasm to utilize a long-term donation strategy (DAF)

Need for lifetime or period of time income stream (CRT)

[t makes sense for a business owner to utilize a DAF or CRT too under these circumstances:

= Arranging a significant gift to charity

Using income tax deductions to offset high income
= Experiencing a liquidation event (inheritance or sale of business or real estate)
= Reducing or eliminating capital gains, gift and estate taxes

Wanting to utilize a long-term donation strategy (DAF)

= Needing income for life or a period-certain (CRT)

To learn more, contact your First Citizens partner or visit firstcitizens.com.
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" A business owner must file IRS Form 1040 and itemize deductions on Schedule A to claim the charitable deduction. In practical terms, a minimum of 20% of adjusted gross income (AGI)
can be deducted while the maximum allowable deduction is currently 60% of AGI. The deduction percentage is dependent on the type of asset given and the type of tax-exempt organization.
Charitable deductions can be carried over from any year in which donation deduction limits are surpassed, up to a maximum of 5 years.

This material is for informational purposes only and is not intended to be an offer, specific investment strategy, recommendation, or solicitation to purchase or sell any security or insurance
product, and should not be construed as legal, tax or accounting advice. Please consult with your legal or tax advisor regarding the particular facts and circumstances of your situation prior to
making any financial decision. While we believe that the information presented is from reliable sources, we do not represent, warrant, or guarantee that it is accurate or complete.

Your investments in securities and insurance products and services are not insured by the FDIC or any other federal government agency and may lose value. They are not
deposits or other obligations of, or guaranteed by any bank or bank affiliate and are subject to investment risks, including possible loss of the principal amounts invested.

About the Entities, Brands and Services Offered

First Citizens Wealth™ (FCW) is a marketing brand of First Citizens BancShares, Inc., a bank holding company. The following affiliates of First Citizens BancShares are the entities through which
FCW products are offered. Brokerage products and services are offered through First Citizens Investor Services, Inc. ("FCIS”) , a registered broker-dealer, Member FINRA and SIPC. Advisory
services are offered through FCIS, First Citizens Asset Management, Inc. and SVB Wealth LLC, all SEC registered investment advisers. Certain brokerage and advisory products and services
may not be available from all Investment Professionals, in all jurisdictions, or to all investors. Insurance products and services are offered through FCIS, a licensed insurance agency. Banking,
lending, trust products and services, and certain insurance products and services are offered by First-Citizens Bank & Trust Company, Member FDIC, and an Equal Housing Lender and SVB, a
division of First-Citizens Bank & Trust Company.

All'loans provided by First-Citizens Bank & Trust Company and Silicon Valley Bank are subject to underwriting, credit, and collateral approval. Financing availability may vary by state. Restrictions
may apply. Al information contained herein is for informational purposes only and no guarantee is expressed or implied. Rates, terms, programs, and underwriting policies are subject to change

Member

without notice. This is not a commitment to lend. Terms and conditions apply. NMLSR ID 503941 fsi¢ &

For more information about FCIS, FCAM or SVBW and its Investment Professionals click here:

https://www.firstcitizens.com/wealth/disclosures

https://www.svb.com/private-bank/disclosures/form-adv/

©?2024 First-Citizens Bank & Trust Company. All rights reserved. Silicon Valley Bank, a division of First-Citizens Bank & Trust Company. Member FDIC., First Citizens Wealth is a trademark of First
Citizens BancShares, Inc. . PO0126_051424
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