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Glossary of Abbreviations

REGENTS: The Regents of the University of California is the corporate entity entrusted
with the University’s organization and administration by the enabling legislation under
Article IX of the California Constitution.

CAMPUS FOUNDATIONS: Campus foundations are independently incorporated as
nonprofit, public benefit corporations, and each is qualified as a Section 501(c)(3)

organization. They serve as the fundraising arm for their respective campus. Direction is
provided by volunteer trustees. Each foundation is staffed by University personnel.

UNIVERSITY: The term “University” throughout this guide refers to “the Regents and
campus foundations” together as one entity.

ABBREVIATION DESCRIPTION
CASE Council for Advancement and Support of Education
CEQA California Environmental Quality Act of 1970
DAF Donor Advised Fund
ElQ Environmental Impact Classification
FFE Fund Functioning as an Endowment
FMV Fair Market Value
GEP Regents General Endowment Pool
CFEP Campus Foundation Endowment Pool
IA Institutional Advancement, UC Office of the President
IRC Internal Revenue Code
IRS Internal Revenue Service
ITRV Interpolated Terminal Reserve Value
NACUBO National Association of College and University Business Officers
OCIO UC Office of the Chief Investment Officer
PPG Project Planning Guide
RESS Real Estate Services and Strategies
STIP Short Term Investment Pool
UCARS UC Advancement Reporting System
UC Legal University of California Office of the General Counsel
UCOP UC Office of the President
UDEV 100 UC Gift/Private Grant Acceptance Report
UMIFA Uniform Management of Institutional Funds Act
UPMIFA Uniform Prudent Management of Institutional Funds Act
VSE Voluntary Support of Education annual survey




Frequently Cited Gift Policies

Below is a list of UC policies and guidelines that are frequently cited in gift
conversations. This list is not exhaustive of all applicable policies and guidelines.

Regents Policies

All Regents policies, bylaws, and standing orders can be found on the Regents website.

Bylaw 21 Duties and Requirements

Bylaw 30 President of the University

Regents Policy 5201 Policy on Fundraising Campaigns

Regents Policy 7501 Policy on Payroll Deductions for Charitable Contributions
and Development Programs

Regents Policy 5203 Policy on Support Groups, Campus Foundations, and
Alumni Associations

UC Policies

All' UC policies can be found on the UCOP policy website.

Policy on Institutional Development

Policy on Naming University Properties, Academic and Non-Academic Programs,
and Facilities

Policy on Classification of Gifts and Sponsored Awards

APM 191 Policy on Endowed Chairs and Professorships - includes
Administrative Guidelines and Procedures: Endowed Chairs and Professorships

UC Guidelines

UC guidelines can be found on the UCOP policy website.

Guidelines on Payroll Deductions for Employee Contributions for Charitable
Drives and Campus Fundraising Campaigns

Administrative Guidelines for Allocation, Reallocation and Administration of Gifts
and Bequests Received by The Regents and the Campus Foundations - per DA
2631, the $5 million Chancellor’'s acceptance level was updated to $10 million on
July 11, 2019

Guidelines for Campus Foundations

Administrative Guidelines for Support Groups

Guidelines for Campus Alumni Associations and Constituency Alumni Groups



https://regents.universityofcalifornia.edu/governance/
https://regents.universityofcalifornia.edu/governance/bylaws/bl21.html
https://regents.universityofcalifornia.edu/governance/bylaws/bl30.html
https://regents.universityofcalifornia.edu/governance/policies/5201.html
https://regents.universityofcalifornia.edu/governance/policies/7501.html
https://regents.universityofcalifornia.edu/governance/policies/7501.html
https://regents.universityofcalifornia.edu/governance/policies/5203.html
https://regents.universityofcalifornia.edu/governance/policies/5203.html
https://policy.ucop.edu/index.html
https://policy.ucop.edu/doc/6000622/InstDevManual
https://policy.ucop.edu/doc/6000434/NamingProperties
https://policy.ucop.edu/doc/6000434/NamingProperties
https://policy.ucop.edu/doc/2500561/Gifts_Sponsored-Awards
https://www.ucop.edu/academic-personnel-programs/_files/apm/apm-191.pdf
https://policy.ucop.edu/index.html
https://policy.ucop.edu/doc/3400174/CharitableContributions
https://policy.ucop.edu/doc/3400174/CharitableContributions
https://policy.ucop.edu/doc/6000435/Gifts-Regents
https://policy.ucop.edu/doc/6000435/Gifts-Regents
https://policy.ucop.edu/doc/6000620/CampusFoundations
https://policy.ucop.edu/doc/6000596/SupportGroups
https://policy.ucop.edu/doc/6000621/CampusAlumni

e Guidelines on Administering Identity-Conscious Financial Aid

e Principles of Endowment Administration

Delegations of Authority

A complete list of the current delegations of authority can be found on the UCOP policy
website.

e DA 2631 Delegation of Authority to Solicit and Accept Gifts - also updates the
delegation of authority for endowed chairs and professorships, allocation,
reallocation, and administration of gifts and bequests received by the Regents
and the campus foundations, and University indemnification of donors for claims
unrelated to donor activity

e DA 2589 Delegation of Authority to Approve and Conduct Fundraising
Campaigns

e DA 2579 Delegation of Authority to Return Gifts

e DA 2002 Delegation of Authority Policy on Naming University Properties,
Programs, and Facilities



https://policy.ucop.edu/doc/2700509/IdentityConsciousFinancialAid
https://ucop.edu/institutional-advancement/_files/principles.pdf
https://policy.ucop.edu/delegations-of-authority/current-delegations.html
https://policy.ucop.edu/delegations-of-authority/current-delegations.html
https://policy.ucop.edu/_files/da/da2631.pdf
https://policy.ucop.edu/_files/da/da2589.pdf
https://policy.ucop.edu/_files/da/da2589.pdf
https://policy.ucop.edu/_files/da/da2579.pdf
https://policy.ucop.edu/_files/da/da2002.pdf
https://policy.ucop.edu/_files/da/da2002.pdf

I. Soliciting and Accepting Private Funds

ILA. Overview

Chapter | is intended to gather together in one place answers to the questions most
frequently asked relating to soliciting and accepting philanthropic funds for the
University. These are many of the questions that must be settled "up front" before or as
funds are being actively solicited or accepted. You may also wish to refer in particular to
Chapter Il (Gift Administration Procedures).

Section B addresses the basic issues of soliciting, accepting, and acknowledging
individual gifts. The focus here is primarily upon UC policy, although some material
about legal issues is presented as well (e.g., Section I.B.6., Quid Pro Quo Gifts).

Section C provides information about UC policies pertaining to organized fundraising
campaigns (i.e., organized efforts, other than solicitations for memorial funds or annual
fund drives, to solicit gifts from multiple private sources).

Section D provides information about naming guidelines for university properties,
programs, and facilities.

Section E provides information in one place that pertains to gifts involving University
employees, including fundraising campaigns directed at employees.

Section F provides information on informing donors of any fees and/or other charges on
gifts.

For purposes of this guide, gift acceptance means determining that a contribution a)
qualifies as a gift under IRS guidelines, b) does not violate relevant United States
federal or State of California Laws, or UC or UC location policies, c) does not create
legal, reputational, or investment/market risk, and d) does not impede upon academic
freedom.



I.B. Soliciting, Accepting, and Acknowledging Gifts

I.B.1. Who Has Authority to Solicit and Accept Gifts

Nothing in this section is intended to dissuade discussions with donors or potential
donors. However, such discussions should not commit the University without Regental
or Presidential approval, if such is required.

For the purposes of this delegation, the dollar amount of a gift should be the amount of
cash actually received or, if in the form of a pledge, the full amount pledged; or should
be equivalent to the fair market value of securities or other property.

Presidential and Delegated Authority

The President may solicit and accept all pledges, gifts, and grants that do not require
Regental authorization (see below), and this authority has been delegated up to and
including $10 million, subject to the exceptions noted below, to the Chancellors, the
Provost, the Executive Vice President - UC Health, the Vice President - Agriculture and
Natural Resources, and to the Director, Lawrence Berkeley National Laboratory within
their respective jurisdictions.

The Chancellors, the Provost, the Executive Vice President - UC Health, the Vice
President - Agriculture and Natural Resources, and the Director, Lawrence Berkeley
National Laboratory may redelegate this authority up to $5 million, at their discretion.
Any redelegation must be in writing, with copies to the Executive Director of Institutional
Advancement and to the General Counsel and Vice President of Legal Affairs.

Conditions of President’s Delegation

1. Whenever there is any ambiguity in the terms of a gift proposal or other question
as to its legal effect, the matter shall be referred to the General Counsel and Vice
President for Legal Affairs for interpretation and advice. If there is any doubt
whether gift terms comply with the policies of the University, including those set
forth in the Development Reference Guide, the questions shall be referred to
Institutional Advancement for interpretation and advice prior to acceptance.

2. Gifts to the Regents shall be accepted, administered, documented, and reported
in accordance with established University policies, guidelines, and procedures.

3. Gifts to Campus Foundations shall be accepted, administered, documented, and
reported in accordance with the September 15, 1995 (last amended September
22, 2005) Regents Policy 5203: Policy on Support Groups, Campus Foundations,
and Alumni Associations and the February 12, 2004, Guidelines for Campus
Foundations.

4. Gifts to University Support Groups shall be accepted, administered, documented
and reported in accordance with established University policies, guidelines and
procedures including the September 15, 1995 (last amended September 22,
2005) Regents Policy 5203: Policy on Support Groups, Campus Foundations,



and Alumni Associations and the October 24, 2012, Administrative Guidelines for
Support Groups.

Gifts to the Regents or to any unit thereof shall be accepted in the name and
become the property of the Regents of the University of California.

Gifts of $1 million and more to the Regents, the Campus Foundations, and the
University Support Groups shall be reported quarterly to the President by the
Chancellor.

Capital improvement projects supported by the gift are subject to approval of the
site and design of the projects after completion of the environmental impact
review process in accordance with the California Environmental Quality Act. See
additional information in Section I.C.2.

Regental Authorization

Regental approval is required to solicit or accept any gift (including pledges but
excluding bequests) that involves:

Exceptions to approved University programs and policies;

Obligations on the part of the University to expenditures or costs for which there
is no established fund source;

Construction of facilities not previously approved by either the campus or The
Regents as required by appropriate capital project policy.

An interest in real property for campus-related purposes may require approval by the
President or The Regents. See a more complete discussion on gifts of real property in
Section I1.D.2.

The above requirements apply even if the gift is recorded as part of a previously
approved fundraising campaign.

References:

DA 2631 Presidential Delegation of Authority—To Solicit and Accept Gifts
Regents Policy 5203: Policy on Support Groups, Campus Foundations, and
Alumni Associations

UCOP Guidelines for Campus Foundations

UCOP Administrative Guidelines for Support Groups

Regents Policy 8103: Policy on Capital Project Matters

Bylaw 22.2.d. Authority of the Board, Specific Reservations, Capital Project
Matters

Bylaw 30. President of the University

Bylaw 31. Chancellors
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https://policy.ucop.edu/_files/da/da2631.pdf
https://regents.universityofcalifornia.edu/governance/policies/5203.html
https://regents.universityofcalifornia.edu/governance/policies/5203.html
https://policy.ucop.edu/doc/6000620/CampusFoundations
https://policy.ucop.edu/doc/6000596/SupportGroups
https://regents.universityofcalifornia.edu/governance/policies/8103.html
https://regents.universityofcalifornia.edu/governance/bylaws/bl22.html
https://regents.universityofcalifornia.edu/governance/bylaws/bl22.html
https://regents.universityofcalifornia.edu/governance/bylaws/bl30.html
https://regents.universityofcalifornia.edu/governance/bylaws/bl30.html
https://regents.universityofcalifornia.edu/governance/bylaws/bl30.html
https://regents.universityofcalifornia.edu/governance/bylaws/bl31.html

I.B.2. Accepting, Acknowledging, and Documenting the Receipt of
Gifts

Accepting and Receipting Gifts

When a gift is given to the University, it is not considered legally consummated until the
University agrees to the conditions and notifies the donor of acceptance of the gift. If a
gift or bequest is received without disclaimer by the University, the University assumes
the legal obligation to administer the gift or bequest in a manner consistent with the
terms specified by the donor. This obligation arises under an area of the law known as
the law of charitable trusts, and is subject to enforcement on behalf of the public by the
Attorney General of California.

A qift receipt should indicate the date of receipt of the gift and the amount (if cash) or a
description of the gift sufficient to link it to the donor's records (e.g., check for $1,000;
100 shares of Apple Inc.; autographed manuscript of D.H. Lawrence's Sons and
Lovers). It may be either in the form of a letter or in the form of a receipt from the office
that has been delegated the authority to accept gifts on behalf of the University. As a
best practice, receipts should include language that states “no goods or services were
provided in exchange for the gift. Therefore, the full amount of your contribution is
deductible to the extent allowed by law” or equivalent. For information on quid pro quo
gifts, including contributions that include a good or service with a FMV, see Section
1.B.6.

The IRS requires donation receipts in the following instances:
e Single donations greater than $250
e Whenever a donor requests a donation receipt

There is no legal requirement for gift acknowledgments for contributions of less than
$250 unless the donor requests a receipt or the donor receives something of value in
return for the gift, which triggers special rules for “quid pro quo” contributions (see
Section 1.B.6.).

In the case of gifts other than cash, care should be exercised so that the notification
and/or acceptance letters do not indicate a value for the gift that could be construed in
any way as an endorsement of its value for tax purposes. (For information on receipting
gifts of securities, see Section I1.D.1.; for information on receipting bequests, see
Section I.E.).

Documenting Date of Gift Receipt

In order to protect the tax-deductibility of a donor's gift for a given calendar year, it is
important that the University be able to provide concrete evidence that the donor
relinquished possession of the gift before the end of the year. Therefore, it is especially
important during the last few days of the year that all gift mail be date-stamped when
received. For a gift received after December 31 that was mailed before that date, it is
important to retain the envelope bearing the postal cancellation date. It is not necessary

11



that the qift be deposited or accepted by December 31. If the donor has taken all steps
necessary to irrevocably tender the gift, then upon acceptance by the University, the
date of the gift is deemed for tax purposes to be the date of tender.

Acknowledging Gifts

An acknowledgment provides timely and heartfelt thanks for donors’ philanthropic
support. Letters of acknowledgement from persons other than those with delegated
acceptance authority do not constitute legally recognized acceptance and should not
state or imply that a gift has been accepted.

UC location leadership is responsible for establishing appropriate acceptance and
acknowledgment procedures for their UC locations. If acknowledgment by the President
is also desired, a draft letter should be forwarded to IA.

References:

e |RS Revenue Procedure 90-12
e |RS Revenue Procedure 92-49
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https://www.irs.gov/pub/irs-tege/rp_1990-12.pdf
https://www.irs.gov/pub/irs-tege/rp92_49.pdf

I.B.3. Does the University Accept Identity-Restricted Gifts for Student
Support?
The University complies with all of the following policies:

e Title VI of the Civil Rights Act of 1964 and its implementing regulations, prohibits
UC from discrimination on the basis of race, color, or national origin.

e Title IX of the Education Amendments of 1972 and its implementing regulations,
prohibits UC from discrimination on the basis of sex.

e Regents Policy 3202: Policy on Administration of Financial Aid Funds approved
on March 18, 1977, states the following:

“It is the policy of the University of California to administer its financial aid
funds in such a manner that no student will be denied the benefits of student
aid on the basis of race, color, national origin, religion, or sex.”

e (California voters passed Proposition 209 on November 6, 1996. The proposition
was incorporated into the California Constitution as Article 1, Section 31 and
became effective on August 28, 1997. Proposition 209 states the following:

“The State shall not discriminate against, or grant preferential treatment to,
any individual or group on the basis of race, sex, color, ethnicity, or national
origin in the operation of public employment, public education, or public
contracting... For the purposes of this section, "State" shall include, but not
necessarily be limited to, the State itself, any city, county, city and county,
public university system, including the University of California, community
college district, school district, special district, or any other political
subdivision or governmental instrumentality of or within the State.”

e Regents Policy 4400: Policy on University of California Diversity Statement was
adopted on May 10, 2006 and states:

“Because the core mission of the University of California is to serve the
interests of the State of California, it must seek to achieve diversity, inclusion,
and accessibility among its student bodies and its employees.”

e UCOP Guidelines on Administering Identity-Conscious Financial Aid, effective
April 7, 2025, aim to provide the University community with advice on
administering financial aid that is sensitive to the recipients’ identities in
accordance with State and federal laws that may apply to their administration.

The UC financial aid policies, programs, and practices are structured to support the goal
of inclusive excellence in the enrollment and graduation of undergraduate, graduate,
and professional students from all backgrounds. For any questions regarding
programming or other activities not specific to financial aid, please contact |A.

References:
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Title VI of the Civil Rights Act of 1964

Title 1X of the Education Amendments of 1972

Regents Policy 3202: Policy on Administration of Financial Aid Funds
California Proposition 209

Regents Policy 4400: Policy on University of California Diversity Statement
UCOP Guidelines on Administering Identity-Conscious Financial Aid
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https://www.justice.gov/crt/fcs/TitleVI-Overview
https://www.justice.gov/crt/title-ix-education-amendments-1972
https://regents.universityofcalifornia.edu/governance/policies/3202.html
https://vigarchive.sos.ca.gov/1996/general/pamphlet/209text.htm
https://regents.universityofcalifornia.edu/governance/policies/4400.html
https://policy.ucop.edu/doc/2700509/IdentityConsciousFinancialAid

|.B.4. Donor Control

Donors can place restrictions on their gifts. However, there are limitations on what
donors can require. In general, insubstantial limitations (such as a limitation that only
income is to be distributed) are permissible, if the UC location is able to administer it. If
donor-imposed limitations are substantial, there are consequences to the donor and/or
the University: for example, the size of the donor’s charitable deduction may be reduced
or eliminated entirely; the University may not be able to count the gift on its books;
and/or the University may inadvertently provide a quid pro quo private benefit to the
donor without having disclosed it to the IRS.

Frequently asked questions:

1.

Can a donor restrict a gift to a purpose that does not match the University’s
charitable purposes?

No. The gift must support the University’s charitable purposes. The University’s
purposes are teaching, research, and public service.

In addition to matching the charitable purposes of the University, are there other
general boundaries on a donor’s ability to limit a gift?

Yes. A gift is not considered charitable if it is for a purpose that is illegal or
contrary to public policy.

What, if any, donor restrictions can be permissible?

The following restrictions are considered insubstantial and, therefore, are
permissible from a nonprofit perspective:

e Purpose for which the gift may be used
e Spending of principal or income
e Manner of investment or accumulation

The UC location should ensure that it can administer the terms before
documenting and accepting any restrictions. A donor cannot restrict the gift, for
example, to a purpose that is illegal, against public policy, or contrary to the
institution’s charitable purposes. (See answers to Q1 and Q2.)

. What are some examples of donor limitations that are unadvisable because they

are material enough to cause adverse consequences to the donor or the
University?

The following are considered material restrictions on the gift and are unadvisable:
e The donor retains a portion of the asset

e A donor retains a right to use the gifted asset
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5.

6.

e A donor has privileges to select or veto scholarship recipients
e A donor has privileges to select or veto faculty member recipients
e A donor has privileges to select or veto research award recipients

e A donor receives a substantial return benefit (such as the construction of a
road for the donor’s benefit on gifted real estate)

Can a donor require that a gifted asset not be sold?
Yes. But the “restraint on alienation” may reduce the value of the gift.
Are donors’ rights to use and donors’ advisory privileges always unadvisable?

No. The issue is whether the donor limitation is so material that the donor still has
dominion and control over the asset. This conclusion is based on an analysis of
the facts and circumstances. The following, for example, are not necessarily
material limitations:

e A donor participates in an advisory board to provide expertise and the
University maintains charity autonomy

e A donor restricts their gift to a broad area of research

Applicable Legal Authorities:

1.

Completed gift rule: A gift is not complete unless the donor gives up dominion
and control. In other words, if the donor imposes substantive restrictions that limit
the charity’s use or access to the gift, it may not be considered complete. Treas.
Reg. § 1.170A-1(a)-(b); Pauley v. United States, 459 F.2d 624, 627 (9th Cir.
1972).

Partial interest rule: There is no charitable deduction if the donor retains a partial
interest in the contributed property. The exceptions are (1) gift of a remainder
interest in a personal residence or farm; (2) gift of an undivided interest (such as
an undivided 33% interest in a parcel of real estate or a fractional interest in a
work of art); and (3) conservation easements. IRC §§ 170(f)(3)(B)(i)-(iii),
2522(c)(2), 2522(d), 2055(e)(2), 2055(f). See also IRC § 2031(c); Reg. § 1.170A-
7(b)(1)(i); Rev. Rul. 58-261, 1958-1 CB 143; Priv. Ltr. Rul. 9303007.

No University location is obligated to accept a gift that it considers inappropriate.

Additional information regarding why a donor cannot direct the gift to a specific
individual can be found in Section I.B.5. And information regarding accepting gifts from
employees to support their own activities can be found in Section |.E.1.

References:

IRC Section 170
IRS Private Letter Ruling 8152072
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e CASE Global Reporting Standards
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1.B.5. Accepting Gifts for the Benefit of Specific Individuals

A qift can be accepted to be used by an individual, but the determination of whether the
gift is tax deductible is usually based on whether the University has full control of the
donated funds and discretion as to their use, aligned with the University’s exempt
purposes. If a donation is earmarked by the donor for the benefit of a specific individual,
it is considered by the IRS as a private benefit not qualifying for the charitable
contribution deduction.

From the IRS Compliance Guide for 501(c)(3) Public Charities: “A public charity is
prohibited from allowing more than an insubstantial accrual of private benefit to
individuals or organizations. This restriction is to ensure that a tax exempt
organization serves a public interest, not a private one. If a private benefit is more
than incidental, it could jeopardize the organization’s tax-exempt status.”

As noted in Section [.B.4. above, CASE has incorporated sections on donor influence
and control into their Global Reporting Standards.

From the CASE Global Reporting Standards 2024 Revised Edition: “The following
are examples of donor control precluding the counting of a gift...A donor establishes
or contributes to a scholarship fund but requires the ability to select or veto the
recipient.”

As long as the gift is not earmarked for a particular individual, the donor may impose
some criteria that limit the recipients of the gift and still receive a charitable deduction.
For example, gifts which benefit the general public could be:

1. Research projects carried out by individuals (eg “the research project on the
capability of manipulating biomechanical stretch and ischemia, currently being
performed by Dr. Smith”).

2. Scholarships with restrictions and/or preferences, as long as it does not restrict to
an individual (eg “to provide scholarships for students from Alpine County”). Note
that financial aid is subject to CA Proposition 209 and therefore cannot include
any restrictions for race, sex, color, ethnicity, and national origin. The UCOP
Guidelines on Administering Identity-Conscious Financial Aid provides additional
guidance.

However, a deduction for a gift "to provide scholarships for all premedical students from
Alpine County enrolling at the University in the fall of 2025 whose last names begin with
the letter "Q"” would be disallowed as the pool of eligible recipients is so small and/or so
precise that the IRS may interpret this to benefit specific individuals.

Gifts that are made "for Dr. Smith in his absolute discretion" would be a borderline case;
a shadow is cast on the deductibility of the gift, since the IRS might find that giving
uncontrolled discretion to a named individual can provide a private benefit. To bring this
into compliance, gift documentation should make clear that the gift will be spent on UC
location research expenses only and in compliance with UC and UC location policies.
The approval for these expenditures will be provided by the administrator (Center
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Director, Department Chairperson, Dean, etc.), or their designee, of the administering
unit to ensure that the University’s use of the gifts supports its tax deductibility and that
the named individual is not deriving an unbalanced personal benefit from the gifts. If
there comes a time when the named researcher is not active at the University, the gift
should remain the property of the University and should continue to support similar
research being conducted at the University in line with donor intent and the gift terms.

References:

IRS Compliance Guide for 501(c)(3) Public Charities

UCOP Guidelines on Administering Identity-Conscious Financial Aid
IRS Publication 526 (2023), Charitable Contributions

CASE Global Reporting Standards 2024 Revised Edition
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|.B.6. Quid Pro Quo Gifts

A quid pro quo gift is a gift for which a donor receives something in return (e.g., in
exchange for a donation, the donor receives a ticket for admission to a concert). The
circumstances under which such donations are tax-deductible charitable contributions

vary.

Information is provided here that may be useful in determining whether something is a
quid pro quo gift. If there are any additional questions, IA and UC Legal will assist.

The Theory

The IRS focuses on whether the donor received a benefit in return for their contribution;
in general, the FMV of that benefit is not deductible. The cost of the item to the charity is
not an issue in determining the tax-deductibility of the contribution. For example, if a
benefit concert is performed for which all goods and services were donated, and the
ticket price is equal to the "going rate" for such functions, a donor would not be allowed
a tax deduction for the cost of the ticket, despite the fact that presenting the concert cost
the charity nothing. If the FMV is greater than or equal to the amount of the gift, the IRS
holds that the transaction is a purchase, not a gift.

Partial Deductibility

The University has an obligation with quid pro quo contributions over $75 to report to
donors that their gift is quid pro quo so that their gift is not overstated. The University
must provide the donor with a good faith estimate of the fair market value of the goods
or services that the donor received. The amount that exceeds the fair market value of
benefits is the charitable contribution portion.

e For example: A donor gives $100 to a UC location and receives a concert ticket
valued at $40. This is a quid pro quo contribution. The charitable contribution part
of the payment is $60. A disclosure statement must be provided by the UC
location to the donor because the donor's payment (quid pro quo contribution) is
more than $75.

Disclosure Statement

The required written disclosure statement must be sent either with the solicitation or the
receipt. Failure to make the required disclosure may result in a penalty from the IRS to
the Regents or the applicable campus foundation. The disclosure statement must:

1. Inform the donor that the amount of the contribution that is deductible for federal
income tax purposes is limited to the excess of any money (and the value of any
property other than money) contributed by the donor over the fair market value of
goods or services provided by the University, and

2. Provide the donor with a good faith estimate of the fair market value of the goods
or services that the donor received.

Fair Market Value

20



The IRS allows the University to use any reasonable method to estimate the fair market
value (FMV) of goods or services it provided to a donor, as long as it applies the method
in good faith. The University may estimate the FMV of goods or services that generally
are not commercially available by using the FMV of similar or comparable goods or
services. Goods or services may be similar or comparable even if they do not have the
unique qualities of the goods or services being valued.

Insubstantial Value

Items that have insubstantial value need not be subtracted from the donor’s
contribution. The following cases do not require disclosure:

1. The benefits received by the donor have insubstantial value as defined by the
IRS. Insubstantial value is defined as either of the following:

a. The fair market value of all of the benefits received in connection with the
payment, is not more than 2% of the payment, up to a limit of $136*.

b. The gift is $68* or more and the only benefits received are token items
(such as bookmarks, posters, mugs, etc. with the University’s name or
logo printed on them) and for which the cumulative cost to the University is
$13.60* or less for all such items given.

*These are 2025 values. The IRS adjusts these values annually.

2. The donor makes a payment of $75 or less per year and receives only annual
membership benefits that consist of:

a. Any rights or privileges (other than the right to purchase tickets for college
athletic events) that the taxpayer can exercise often during the
membership period, such as free or discounted admissions or parking or
preferred access to goods or services, or

b. Admission to events that are open only to members and the cost per
person of which is of insubstantial value as defined by the IRS (see
above).

A Case of Special Interest to UC: Memberships

Basic membership fees paid to participate in university programs including museums,
research etc. may or may not be deductible for income tax purposes. The question of
deductibility hinges upon the value of the benefits derived (or potentially derivable) from
the membership or subscription.

Several considerations come into play. Do members receive an item or privilege that is
not available to the general public? The IRS holds that if the benefit is "reasonably
commensurate" with the amount of the membership payment, then the donor has
received a quid pro quo and the membership is not tax deductible. In applying this
principle, the IRS has found that rights and privileges that are only incidental to making
the organization function (e.g., receiving a newsletter; voting rights) or that are not of
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"substantial benefit" (e.g., museum admission and store discounts, the privilege of being
known as a benefactor) do not affect the tax deductibility of the contribution.

When a group has several classes of membership, payments in excess of the basic
membership rate may constitute tax-deductible gifts to the organization. For example, if
a $250 member receives the identical items and privileges as one who pays the basic
membership fee, the excess amount would be a tax-deductible contribution. If,
however, the member receives additional items or benefits for the larger payment, a
determination of the tax deductibility of the additional payment would have to be made
using the same criteria that apply to all quid pro quo gifts.

Donor Advised Funds & Private Foundations

Donations through donor-advised funds and private foundations are limited to token
benefits (see item 1.b. above). They are not permitted by law to receive the more
substantial benefits. See Section I.B.7.

Seating Considerations

The Tax Cuts and Jobs Act of 2018 repealed a rule that allowed donors who made
contributions in exchange for the right to purchase tickets or seating at a university
athletic event to treat 80 percent of the contribution as charitable.

Under current law, no amount paid for athletic tickets is deductible. The new regulations
are unclear regarding the tax implications if a donor received from the institution a gift of
tickets or seats, rather than the right to purchase them. When clarification is available,
this chapter will be updated.

CASE allows institutions to count gifts associated with seating consideration at 100%
less the fair market value of any tangible benefits that the donor received. Since the IRS
ruling means these gifts are no longer tax-deductible, donors should not receive gift
receipts for any amount.

Recognition Counting

It is likely that the IRS would consider the cumulative amount of all donor gifts, including
any through donor advised fund (DAF) distributions, when determining if a giving society
level for recognition is providing more than incidental benefit.

The method of lowest risk to ensure that a donor does not receive a more than
incidental benefit when making gifts toward giving society levels is to not include DAF
distributions in the giving totals toward a giving society. In addition to reducing
administrative burden that might be associated with tracking the cumulative value of any
benefits received, this approach allows the UC location greater flexibility in the types of
benefits offered.

UC locations should exercise caution when determining whether DAF distributions
count toward giving society levels, if those levels provide tangible benefits of any kind. If
a UC location does choose to include DAF giving for giving society levels that do
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provide economic benefit, DAF distributions should only be credited if: 1) none of the
benefits received by any donor would have a cumulative FMV of more than $136* or
2%* of payments, whichever is lower; and, 2) they appropriately flag and track the
giving levels of donors who use a DAF payment and the FMV of benefits received and
not provide those donors with any new benefits should they reach a higher level.

*These are 2025 values. The IRS adjusts the levels of insubstantial values annually.
Raffles

Raffles and lotteries, while prohibited to the University, may be held by the campus
foundations (in compliance with Section 320 of the California Penal Code). CASE and
the IRS hold that amounts paid for chances to participate in raffles, lotteries, or similar
drawings, or to participate in puzzles or other contests for valuable prizes, are not gifts
and therefore not tax deductible.

Caution must be exercised in any drawing involving prizes so that it does not fall within
the definition of a lottery prohibited under Section 319 of the California Penal Code, as
follows:

“. .. any scheme for the disposal or distribution of property by chance, among
persons who have paid or promised to pay any valuable consideration for the
chance of obtaining such property or a portion of it, or for any share or any interest in
such property, upon any agreement, understanding, or expectation that it is to be
distributed or disposed of by lot or chance, whether called a lottery, raffle, or gift
enterprise, or by whatever name the same may be known.”

In other words, if (1) a prize is given by a method involving (2) chance for a (3)
consideration paid by the participant, the award of that prize would be considered an
unlawful lottery.

If, however, prize tickets used in a raffle are available free upon request to the public,
the element of consideration would be lacking and the distribution of prizes would not
then constitute a lottery. The fact that a purchase is not necessary would have to be
printed on all promotional materials and on the tickets themselves.

References:

e Annual insubstantial values are released by the IRS in a Revenue Procedure
o 2025 values
o Previous tax year values

IRS Charitable contributions: Quid pro quo contributions

IRS Bulletin No. 1997-5

IRS Revenue Ruling 67-246

California Business and Professions Code Section 17510.3

California Penal Code Section 319
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|.B.7. Donor Advised Fund Gifts and Private Foundations
Private Foundations

The IRS classifies every organization that qualifies for tax-exempt status under section
501(c)(3) as either a public charity or a private foundation. The primary distinction
between a classification as a public charity or a private foundation is that a public charity
generally has a broad base of support while a private foundation has very limited
sources of support. Donors may establish a private foundation (sometimes called a
family foundation). For gifts from a private foundation, the private foundation is the legal
donor.

Donor Advised Funds

With a donor advised fund (DAF), an individual sends an asset to a section 501(c)(3)
organization, which is called a sponsoring organization, as a gift to that sponsoring
organization. The asset is then owned by and under the control of that sponsoring
organization. The individual then contacts the sponsoring organization and advises it to
make a gift to a qualified organization, like the University.

Benefits

Donations through DAFs and private foundations are limited to token benefits of
insubstantial value (items for which the cumulative cost to the University is $13.60 or
less for 2025). They are not permitted by law to receive the more substantial benefits.

Sponsoring organizations are subject to excise taxes if more than an incidental benefit
was received. Incidental benefit is understood to mean “token” or “insubstantial goods
or services.” When making a DAF distribution to a charity, including the University,
sponsoring organizations may require the benefitting charity to certify, as a condition of
accepting the grant distribution, that no benefit was provided to the individual donor
advisor on account of the grant.

Pledges

Pledges are commitments to make future gifts. Only the entity exercising legal control
over the assets to be given can make a pledge. Therefore, an individual cannot commit
funds that will come from a private foundation and should not commit funds that may
come from a DAF. An enforceable, countable pledge includes only those funds that will
be given by the legal entity that controls the asset and the transfer.

Donors using private foundations to fulfill personal pledges

Legally binding obligations entered into by an individual can not be satisfied by a private
foundation. When a private foundation pays a legally enforceable personal pledge, the
individual is receiving more than an incidental benefit. The IRS defines this as “self-
dealing” because the private foundation would be relieving the individual of their
obligation to fulfill the pledge.

If this is found to be the case, the IRS will impose excise taxes on the private
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foundation. Although the University would not be subject to any excise taxes, the
relationship with the individual and the private foundation may be at risk.

If an individual plans to pay a pledge from a private foundation, the private foundation
should be documented as the legal donor.

Donors using DAFs to fulfill personal pledges

Legally binding obligations entered into by an individual should not be satisfied by a
DAF.

However, the IRS has acknowledged that occasionally, nonprofits may be uncertain as
to whether the donor will be using a DAF or not when they are signing a pledge. It is
documented that the Treasury Department and the IRS are currently of the view that a
DAF distribution does not result in more than an incidental benefit to the individual
merely because the nonprofit treats the distribution as satisfying the individual’'s pledge.
In 2017, the IRS indicated that they are considering proposed regulations that would
have the following effect:

“Specifically, it is anticipated that under this approach a distribution from a DAF to a
charity to which a Donor/Advisor has made a charitable pledge (whether or not
enforceable under local law) will not be considered to result in a more than incidental
benefit to the Donor/Advisor if the following requirements are satisfied:

1. the sponsoring organization makes no reference to the existence of a
charitable pledge when making the DAF distribution;

2. no Donor/Advisor receives, directly or indirectly, any other benefit that is more
than incidental... on account of the DAF distribution; and

3. a Donor/Advisor does not attempt to claim a charitable contribution deduction
under § 170(a) with respect to the DAF distribution, even if the distributee
charity erroneously sends the Donor/Advisor a written acknowledgment in
accordance with § 170(f)(8) with respect to the DAF distribution.”

The IRS further makes clear that this considered regulation would only apply to DAFs,
and not private foundations.

That being said, as of July 2025, the proposed regulation has not yet been released. In
order to remain in the highest level of compliance, when a donor is interested in
documenting a commitment and it is known that they may be giving through a DAF, the
individual should sign a non-binding agreement indicating that they intend to
recommend grants from their DAF to satisfy the commitment. The UC location can then
book the commitment as a gift intention.

The IRS has not issued guidance regarding a DAF paying a legally binding pledge on
the behalf of a private foundation. Like with individuals, whenever possible and
whenever it is known that a DAF will be used, the commitment should be documented
as a non-binding intention.
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Gift Intention

When it is known that a donor will be utilizing a DAF for a multi-year gift, the University
may document a gift intention. A gift intention is an explicitly non-binding statement of a
donor’s intention to either make a gift at a future time or to recommend that another
individual or entity (e.g. a private foundation or a DAF) make a gift to the charity at a
future time. These may be counted as multi-year commitments for campaign purposes.
But cannot be booked as receivables for accounting purposes.

Gift Intention vs. Irrevocable Pledge: Is this a legally enforceable commitment?

UC locations should be mindful that regardless of terminology (ie. gift intention vs.
irrevocable), a gift agreement may contain terms that make it legally enforceable. Such
terms could include:

1. Promise to name
2. Detrimental reliance
3. Other legal issues

A pledge can be a legally binding obligation or non-binding promise or agreement by a
donor to make a gift at a future time, over a time period, or on the occurrence of an
event. Pledge documentation should clearly state whether or not it is intended to be a
legally binding obligation. As noted above, whether a pledge is legally binding impacts
who can legally satisfy the commitment, how it is recorded and reported for accounting
purposes, and whether the University can make a claim against the estate of a donor
who was unable to satisfy the documented commitment during their lifetime.

References:

e |RS Notice 2017-73
e |RS Self-dealing
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I.C. Fundraising Campaigns

I.C.1. Who Has Authority To Approve And Conduct Fundraising
Campaigns?

Fundraising campaigns are defined as organized efforts to solicit gifts and grants for
any University purpose from multiple private sources such as individuals, corporations,
groups, or foundations. The Regental Policy on Fundraising Campaigns and the
Presidential Delegation of Authority to Approve and Conduct Fundraising Campaigns,
the conditions of which are described below, apply to all forms of fundraising
campaigns, whether conducted by the University, campus foundations, support groups,
or individuals or organizations outside the University. Announcements and solicitations
of memorial gifts (see Section 11.B.5.) and annual fund drives are not considered
fundraising campaigns.

Presidential and Delegated Authority

Pursuant to the Regents Policy on Fundraising Campaigns approved on March 20,
2014, and subiject to the conditions noted below, the President has authority to approve
all campaigns, including the initial phases of campaigns, with goals of $250,000,000 or
more. The President will submit for endorsement by the Regents Public Engagement
and Development Committee any proposal for the public phase of a fundraising
campaign with a goal of $250,000,000 or more.

On May 4, 2015 authority was delegated to the Chancellors, the Provost, and the Vice
President--Agriculture and Natural Resources for campaigns within their jurisdictions
with goals of less than $250,000,000. This authority may not be redelegated.

Conditions of President’s Authority and its Delegation

Exercise of the authority to approve and conduct fundraising campaigns is subject to the
following conditions:

1. All fundraising activities shall conform with established University programs and
policies, including the Regents Policy on Fundraising Campaigns.

2. Campaigns shall be financed from funds under the Chancellors' and Vice
Presidents' authority that are available for such purposes; such funds may
include campaign proceeds.

3. Campaigns for support of capital-improvement projects shall be approved only if
the project has been approved for inclusion in the Capital Improvement Program,
subject to consultation with each campus’s capital improvements office.

4. Capital improvement projects included in such campaigns are subject to
subsequent approval of the site and design of the projects after completion of the
environmental impact review process in accordance with the California
Environmental Quality Act.
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5. Records shall be maintained in accordance with established procedures and
reports submitted to the President annually for all campaigns in progress.

6. Gifts and grants received as a result of fundraising campaigns shall be accepted
in accordance with the President’s Delegation of Authority—To Solicit and Accept
Gifts, addressed to the Chancellors, Provost, Executive Vice President-UC
Health, Vice President--Agriculture and Natural Resources, and Director,
Lawrence Berkeley National Laboratory.

For information on preparing Regents' Items see Section VI.E.
References:

e Regents Policy 5201: Policy on Fundraising Campaigns
e DA 2589 Presidential Delegation of Authority - To Approve and Conduct
Fundraising Campaigns
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I.C.2. Environmental Impact on Procedures and Fundraising
Campaigns

The California Environmental Quality Act (CEQA) requires the University to complete
the appropriate environmental review documentation before it makes a commitment to
proceed with a project. Under the State CEQA Guidelines, a "project" means "the whole
of an action, which has a potential for resulting in either a direct physical change in the
environment, or a reasonably foreseeable indirect physical change in the environment.”
For the University, typical projects requiring CEQA review include capital construction
projects (including substantial changes in use of facilities), long-range development
plans and a range of real estate transactions, including but not limited to licenses,
leases, and acquisitions of property.

Approval of a fundraising campaign permits the University to accept gifts that are
irrevocable, both from the donor's point of view and as a matter of charitable trust law.
Because a court might reasonably hold that a fundraising campaign associated with a
particular project constitutes a UC commitment to proceed with that project, in general,
fundraising associated with particular projects should either (1) wait until completion of
the environmental review process for that project or (2) any acceptance of funds should
be contingent on completion of CEQA review for the project. Besides risking CEQA
violations, proceeding with fundraising prior to undertaking CEQA review could place
the University in the position of soliciting gifts for a project that may be subsequently
canceled or so greatly modified that it no longer corresponds with the representation
made to the donors, which could raise charitable trust law issues. If the University
decides to approve a fundraising campaign for a project before approving the project
(and completing CEQA review), any such gift solicitation should clearly inform donors
that the project is provisional and that CEQA review must be completed before a
commitment to the project can be made.

An Environmental Impact Classification (EIC) form should be prepared when a project is
first proposed. The EIC will help the University determine what type of environmental
documentation is required for the project. Projects can be exempt from CEQA, which
may require some documentation to demonstrate the relevant exemption’s applicability
or can be analyzed through an Initial Study (IS) and associated Negative/Mitigated
Negative Declaration, an addendum to a previously prepared Environmental Impact
Report (EIR) or a new EIR altogether. In certain circumstances, CEQA Findings may be
prepared to document that the full consideration of the project is within a previously
adopted/certified CEQA document. If the project requires Regental, Presidential or
UCOP action, concurrence by UCOP Physical and Environmental Planning is required
on the EIC; if the project is approved at the campus level, an EIC is still required to be
prepared prior to project approval but it does not need to be forwarded to UCOP for
concurrence. For capital projects, the EIC form is included in the PPG.

References:

o UCOP Environmental Issues and CEQA Compliance
e UC CEQA Implementation Guidance FAQ
e Amended University Procedures for Implementation of CEQA
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I.D. Guidelines on Naming University Properties,

Programs, and Facilities
Policy & Guidelines

The UC Policy on Naming University Properties, Academic and Non-Academic
Program, and Facilities also includes guidelines on naming scenarios.

Policy items of note:
e All namings “must be consistent with the University’s role as a public trust.”

e Physical namings are “effective for the useful life of the facility or the designated
use of the area.”

e Programmatic namings are “in effect for the life of the program.”

e For namings involving a gift, the “gift shall constitute a significant portion of the
total cost of the project to be named.”

e A naming “in recognition of a pledge is contingent on fulfillment of that pledge.”

e The policy does differentiate between namings in honor of an individual with no
specific gift involved, and namings involving a gift. Development may be involved
in pursuing both categories of namings.

Gift Acceptance

The Delegation of Authority-To Solicit and Accept Gifts is applicable for the gift itself.
The UC president must formally accept all commitments over $10 million. IA requests
that draft agreements be shared whenever possible.

Note that acceptance of the gift is separate from approval of the naming.

Naming Approval

The Delegation of Authority-Policy on Naming University Properties, Programs, and
Facilities is applicable for the naming.

Since 2013, chancellors are authorized “to name streets and roads, portions of
buildings, small outdoor areas and other minor properties, and single-campus programs
or facilities.” The UC president retains the authority for naming “University land
reserves, buildings, major centers of activities and other highly visible properties, and
major or multicampus programs or facilities” (this text is from the 1993 delegation of
authority - DA 2002).

The UCOP Compendium: Universitywide Review Processes for Academic Programs,
Academic Units, & Research Units further defines the processes for seeking the
approval of nonphysical namings, including naming existing programs and units and
establishing new, named programs and units. These processes should be initiated
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within the UC location as early as possible, as they can take some time. Please reach
out to IA if there are any questions.

The UC president must approve any exceptions to the Policy on Naming University
Properties, Academic and Non-Academic Programs, and Facilities. Please engage IA if
an exception to policy comes up in gift conversations.

References:

e UC Policy on Naming University Properties, Academic and Non-Academic
Program, and Facilities

e DA 2631 To Solicit and Accept Gifts

DA 2002 Policy on Naming University Properties, Programs, and Facilities

e UCOP Compendium: Universitywide Review Processes for Academic Programs,
Academic Units, & Research Units
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|.E. Gifts Involving University Employees

I.LE.1. Can The University Accept Gifts From Its Employees To Support
Their Own Activities?

Gifts to the University from University employees to support their own activities may be
accepted if the purpose of the gift is to support bonafide University activities or
purchases. Such gifts must be subject to University policies and procedures for
expenditure.

The University should not put itself in the position of acting as a conduit for funds for
which employees claim a deduction that is likely to be disallowed by the Internal
Revenue Service. Therefore, procedures should provide for approval of expenditures by
the relevant Department Chairperson, Dean, Vice Provost, Director, or Vice Chancellor
in order to ensure that the University's use of the gift supports its tax-deductibility. In
order to accept the gift, this process of approvals must be administratively feasible and
the donor should be made aware of the necessary approvals.

No UC location is obligated to accept a gift that it considers inappropriate.
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|.E.2. Policy on Acceptance or Offering of Gifts and Gratuities by
University Employees
The current presidential guidelines on the acceptance of gifts by University employees

can be found on the UCOP website.
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|.E.3. Payroll Deductions for Employee Contributions for Campus
Charitable Drives and Fundraising Campaigns

On May 21, 1976, the Regents authorized the President to approve payroll deductions
from employees' wages under certain conditions, subject to the provision of guidelines
established by the President. These were subsequently issued, effective August 1,
1976, and were revised by the Regents on May 16, 1977 and reissued on December
23, 1997.

References:

e Regents Policy 7501: Policy on Payroll Deductions for Charitable Contributions
and Development Programs

e Guidelines on Payroll Deductions for Employee Contributions for Charitable
Drives and Campus Fundraising Campaigns
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I.F. Notification to Donors Regarding Gift Fees

UC Legal has held that it is consistent with trust law for UC locations to assess a one-
time fee on most restricted-purpose gifts, except when the donor objects or when
restrictive language in the gift instrument would prohibit imposing a fee. In these cases,
if negotiations with the donor or the donor's legal representative do not succeed in
removing the objection or modifying the restrictive language, the UC location has the
choice of either deferring to the donor's wishes or rejecting the gift.

For most of its history, the University did not charge gift fees. Now that gift fees have
become an important part of UC location operations, UC Legal has recommended the
practice of full and fair disclosure to prospective and current donors regarding University
fundraising and administrative practices. Any UC location that has implemented a fee
policy for gifts must disseminate that information clearly to prospective and current
donors in relevant communications, including in gift solicitations, and in such a way that
the donors are aware of the gift fee when they make gifts, such as gift agreements.
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II. Gift Administration Procedures

IILA. Overview

Chapter Il provides information about procedures for administering gifts. The focus is
therefore less on "what" can and can't be done with gift funds and more on "how" to
handle various types of gifts once the gift has been made, although many of these
considerations are obviously also valid when soliciting gifts.

Section B provides information about how to document gifts after they have been
received; however, careful solicitation to ensure that checks are made payable to the
proper entity or that the purpose is clearly stated by the donor will greatly reduce the
amount of work that must be done once a gift has been made.

Sections C and D cover the topic of noncash gifts, including securities, life insurance,
real property, tangible property gifts, and intangible property gifts (e.g., royalty rights).
Much of the material in these two sections arises from the Tax Reform Act of 1984 and
subsequent tax legislation and regulations issued by the IRS, which established tighter
rules than before for substantiating deductions claimed for noncash gifts. The
regulations apply to donations made to campus foundations and support groups, as well
as those made to the Regents, and are intended to preclude donors from overvaluing
charitable deductions for such property. The regulations apply to gifts from individuals,
private foundations, closely held corporations, personal-service corporations,
partnerships, and S corporations.

Section C answers questions that are true of all noncash gifts, and the subsections are
arranged to proceed from more donor-oriented issues (tax considerations, information
about requirements to file Form 8283 to substantiate a charitable deduction, and
appraisal requirements) to the issues that are mainly or entirely of interest only to the
University (IRS reporting requirements for disposition of noncash gifts and University
reporting requirements).

Section D provides specific information unique to each type of noncash gift.

Section E has grouped together two categories of gifts that may involve a significant
time lag between the promise of a gift and receipt of assets: bequests and
testamentary trusts; and deferred or planned gifts.

Section F addresses the cases in which a gift must be returned or when donated
property must be sold or disposed of.
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I.B. Documenting Gifts

I.B.1. Gift Letters and Agreements

Significant gifts to the University are typically documented by a gift letter or agreement.
UC location development offices have set standards for the level and instances in which
a gift agreement is required and have created gift agreement templates for use in a
variety of formats for gifts including unrestricted, restricted, endowment, capital, current
use, and real and tangible property.

In addition, many donors are now making gifts via donor advised funds held by external
charities by which the donor has no legal authority to commit. Gift intention letters may
be used to state an intention to make recommendations for a gift in an acceptable
format that does not constitute a legally binding pledge. See also Section I.B.7. on
Donor Advised Fund gifts and Private Foundations. It is also common for donor advised
funds to send a standard and simple gift letter with each gift.

Ideally, gift documentation should include the following:
e Identify the donor.
e The donor's intention to make a gift.

o  When it is known that the donor will be using a Donor Advised Fund, the
commitment should be documented as a non-binding intention.

e A brief description of the gift (e.g., cash, shares of stock).
e The gift amount and schedule of payment.

e State the recipient (the Regents or campus foundation). And, if applicable, the
UC location for which the gift is intended.

e Relevant gift fees that will be applied.

e The fund to which the gift will be allocated, including the type of fund (current
use, endowment, etc.).

o For new funds, the purpose of the fund should be stated and established.

o For new funds, include that the fund will be spent in accordance with
applicable University policies and procedures, which may change from
time to time.

o For new funds, include language providing a path to spending the fund in
the case that the documented purpose becomes impracticable,
impossible, unlawful, or wasteful to execute.

o If an endowment is to be established, include authorization to combine the
gift with other funds for investment purposes.
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e Signatures from the donor and the University representative with the appropriate,
delegated gift acceptance authority. The July 2019 Presidential Delegation of
Authority—To Solicit and Accept Gifts is applicable here.

e That the gift is irrevocable. This is a preference because, under California law, a
gift is considered revocable unless the donor specifies that it is irrevocable.

e That the University is relying on the gift to its detriment. This is a preference,
especially for significant gifts or gifts for capital construction or new program
creation.

Spouses

Under California law, gifts of community property require the consent of both spouses. A
non-consenting spouse can revoke his or her community interest in such a gift. It is
therefore in the best interests of the University to secure the signatures of both spouses
for all significant gifts.

References:

e DA 2631 Presidential Delegation of Authority—To Solicit and Accept Gifts
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II.B.2. Gift/Private Grant Acceptance Form (UDEV 100) and Required
Documentation

Each UC location should have a gift acceptance policy and procedures in place to
document the acceptance of gifts to satisfy the UC location or foundation accounting,
audit, reporting, and gift administration requirements. In addition, the UC location must
be able to document that appropriate levels of personnel have reviewed, approved, and
accepted the gift, in accordance with delegations of authority.

All monetary gifts to the Regents must be reported to the UC location accounting office;
gifts and transfers of equipment that qualify as tangible personal property and are
retained by the UC location with an acquisition cost of $5,000 or more must be reported
to the equipment management office for inventory tracking purposes. For information on
the data to be captured for gift reporting, see Section lll.

Gift documentation should be retained permanently as noted below. If a donor provides
no written instruction, the UC location development office has the responsibility to see
that the qift is properly documented for the record.

Schedule for Gift-Record Retention and Disposition

Most gift records have a permanent retention (0005C2 on the retention schedule); keep
these records locally for as long as needed for administrative purposes and then
transfer to the permanent archives.

Transactional processing records (0005C1 on the schedule), such as cash deposits or
copies of checks should be kept for four years, plus the current fiscal year.

Speak to your local records management coordinator for information about best
scanning practices of physical records.

References:

e UCOP Records Retention Schedule
e UC Policy BFB-BUS-29: Management and Control of University Equipment
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II.B.3. Transfers from Campus Foundations to the Regents

Gifts to campus foundations are to be documented when received by the campus
foundation in accordance with established foundation procedures (see Section 11.B.2.).
Funds either received or allocated for support of University departments or programs
are to be transferred, prior to spending, to the University, administered in accordance
with University policies, and expended from University department or program accounts.

Transfers from the foundations to the Regents should be documented in a manner that
conforms to recognized accounting principles as approved by the campus accounting
office.

Gifts to campus foundations are reported only once as private support, as gifts to the
foundation, on the reports to UCOP (see Section Il.B.2). They should not be reported
again as gifts to the Regents when they are transferred. On the CASE Voluntary
Support of Education Survey (see Section 11I.C.2.), gifts to the foundations are
combined with gifts to the Regents; they are not reported separately as they are in
internal reports.

Gift funds may not be transferred from the Regents to the campus foundations, unless it
can be demonstrated that the check was erroneously made payable to the wrong entity,
or to the extent of reinvestment of payout transferred from a campus foundation, or in
instances where an inconsistent use of the gift or a donor stewardship matter requires
return of funds to the campus foundation. For more information, see Section |1.B.4.
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I1.B.4. Gifts of Cash/Checks

Cash includes currency, coin, checks, money orders, and bank drafts. Donors should be
advised to make checks payable either to the Regents or to the campus foundation, as
appropriate.

Special precautions must be taken to safeguard cash. For University regulations on
handling cash, see Business and Finance Bulletin BUS-49 Policy for Cash and Cash
Equivalents Received and the applicable section of the campus Policy and Procedures
Manual or Accounting Manual. Cash, including checks, must be deposited ata UC
location cashiering station on the day it is received, or as soon as practical thereafter.

Misdirected Checks

In order to prevent misdirected checks, solicitation literature should state clearly
whether the payee should be the Regents, the campus foundation, or an officially
recognized support group with an approved bank account. If it can be documented that
checks have been erroneously made payable to the wrong entity, an exchange check or
a journal entry may be issued by the University or campus foundation to correct the
issue.

The legal basis of a transfer by exchange check is that the funds have been received in
response to a specific solicitation and that the donors have misdirected their checks to
the Regents rather than to either the campus foundation or the support group as
requested in the gift solicitation. In such limited circumstances, transfer of the funds is
considered by the University's legal counsel to be legally appropriate. Because these
are considered as gifts for which the checks have been misdirected by donors, they
should be reported as gifts to the campus foundation or support group. The same
procedures and principles would apply for checks misdirected to a campus foundation in
response to a solicitation for gifts to the Regents.

References:

e UC BUS-49 Policy for Cash and Cash Equivalents Received
o UCOP Accounting Manual
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I1.B.5. Memorial Gifts

From time to time, the family or friends of a deceased person may announce that
contributions may be sent to the Regents/campus foundation in lieu of other
remembrances. There are several aspects to memorial gifts that require special
attention.

Original Contributions

The circumstances surrounding the creation of memorial funds vary widely. In some
cases, contributions are made solely on the basis of word-of-mouth; in other cases, an
obituary notice announces that donations may be made to the University for a particular
purpose in memory of a deceased person; and in some instances, a formal, written
solicitation is made.

While contributions may have been generated on a very informal basis, it is important to
document how the fund came into existence. Who first proposed that the fund be
established? What did donors know about the fund and its purpose at the time they
made their contributions? If the fund will be an endowment or fund functioning as an
endowment, documentation should be retained to explain the nature of the creation of
the endowment.

Primary Donor

Frequently one donor with a particular interest in the fund will act as a representative for
all donors, particularly in determining the fund terms if these were vague at the outset.
The representative will usually be a family member or someone who was instrumental in
the creation of the fund. While it is recognized that the other donors may have intended
only to make a donation to the fund as a gesture of sympathy, care should be taken that
the proposed final terms do not contradict what the other donors understood to be the
fund's terms at the time they made contributions. UC locations should have practices in
place to determine uses of the funds are in place such that these gifts do not become
dormant.

Potential Problem Areas

There are several problems that may arise in the creation of memorial funds. One
common problem is that the total amount of funds actually received from such
solicitations are insufficient to carry out the purpose identified in the solicitation or are
less than the University's preferred minimum amount for the creation of an endowment
to be held in perpetuity (see Section IV.D.).

Another common problem is that communications with donors (acknowledgments as
well as solicitations) represent or imply that a fund will be used in a certain way, even
though the fund terms have not yet been settled upon. The result can be that the
University may have a legal obligation to use the funds for a purpose which neither the
family (nor other principal donor) or the University would prefer.

To the extent the campus has the opportunity to comment or participate, it should
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attempt to assure that the representations to donors are not premature and contain
language reserving the discretion to be able to establish fund purposes that are both
beneficial to the University and realistic in terms of fund size.
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I1.B.6. Research Gifts

Gifts supporting research have a few additional compliance requirements detailed
below:

Enhanced Review

In August 2023, the UC President issued a letter to UC locations introducing a new
framework to address security policies and concerns. The framework is applicable for
UC international affiliations and agreements involving emerging technology and
countries of concern, including gifts. The framework is made up of the following
components:

1. Enhanced Review and Approval Process

a. Gifts of $50,000+ from a foreign source associated with a country of
concern related to emerging technology are subject to the enhanced
review and approval process. Countries of concern and emerging
technologies are further defined in the letter and resources linked below.

2. Inventory of International Collaborations
3. Routine Compliance Reporting

Locations’ export control offices should be consulted regarding proposals and expected
gifts that may be subject to the above framework.

See Section VI.B. International Giving for more information on gifts from international
donors.

References:

e Letter from the UC President August 2023

e UC International Engagement Enhanced Review and Approval Guidance

e Decision Tree: Enhanced Review and Approval of UC International
Engagements

e Decision Tree: More Information

Principal Investigators Statement of Economic Interests (Form 700-U)

The State of California Form 700-U, Principal Investigators Statement of Economic
Interests, is to be completed by principal investigators for all research projects which
have been or will be funded, in whole or in part by:

e A contract or grant from a non-governmental entity; or,

e Other funds from a non-governmental entity earmarked by the donor for a
specific research project or a specific researcher.

For the most current form of instructions, see the Fair Political Practices Commission
website.
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Awards from several non-governmental sponsors of research are exempt from the
University’s financial disclosure requirement.

Use of Form 700-U has been mandated by the State of California Fair Political Practices
Commission. While the UC locations are required to adhere to the requirements of filing
Form 700-Us, each UC location will issue its own guidelines for the filing process. Any

questions regarding Form 700-Us can be directed to the academic conflict of interest
coordinators at each UC location.

References:

Fair Political Practices Commission

UCORP List of “Exempt Organizations”

Fair Political Practices Commission Regulation 18755
UC Legal Form 700-U webpage
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I1.B.7. Noncash Gifts

The noncash gift category applies to securities, real property, and other nonmonetary
gifts, such as personal or company property. It includes works of art, books, scientific
and other equipment, patents, and copyrights.

Legal Transfer and Valuation

To consummate a fully effective legal transfer of a nonmonetary gift for tax purposes,
the property must be placed under control or in the physical possession of a duly
authorized representative of the University other than the donor.

Noncash gifts are to be reported at their fair market value (see Section 11.C.3.).

University Recording and Reporting

Nonmonetary gifts should be documented using an appropriate gift agreement from the
UC location and include the appraised or estimated value.

For internal administrative purposes only, it may be appropriate to have a qualified
member of the University staff estimate a gift's value, or for the University to pay for and
obtain its own appraisal depending on the value of the property. This may be important
if a donor chooses not to or does not need to provide an appraisal and is not going to
take a tax deduction or file an 8283 form as noted below. These estimates are needed
by the University to approximate the market value, which is important for recording and
reporting private support, inventory control and determining appropriate other reporting,
handling, custody, and insurance.

UC locations are responsible for establishing appropriate controls to track the
disposition of gifts of tangible property for two years after the date of gift for purposes of
meeting IRS reporting requirements (see Section 11.C.4.).

For specific information about tax considerations that apply to all noncash gifts, see
Section II.C.1.

46



II.C. General Information About Noncash Gifts

I.C.1. Tax Considerations Pertaining to Noncash Gifts

A donor can potentially benefit from making noncash gifts in two ways. First, the donor
will often avoid paying tax on capital gains for property that has appreciated in value
(unless the donor is subject to the alternative minimum tax).

Second, with certain exceptions the donor will receive a charitable deduction for the full
fair market value of the property. One such exception that applies to all noncash gifts is
that of ordinary income property. Ordinary income property is defined as property whose
sale would result in ordinary income or short-term capital gains, and the tax deduction
for such property must be reduced from fair market value by the amount of short-term
capital-gain or ordinary income that would have been realized by the donor had the
asset been sold, i.e., the deduction is limited to the donor's cost basis. Common
examples of ordinary income property include business inventory, works of art,
manuscripts, or memorabilia created by donors themselves, and short-term capital-gain
assets (assets held less than the required holding period for long-term capital-gains
treatment).

In order to consummate a fully effective legal transfer of a nonmonetary gift for tax
purposes, the property must be placed under the control or in the physical possession
of a duly authorized representative of the University other than the donor.

The information about tax considerations that is given here applies to all noncash gifts.
For specific information about tax considerations that are unique to certain types of
noncash gifts, see Section II.D.
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II.C.2. IRS Form 8283 (Noncash Charitable Contributions Form)

Following is a description of the use of IRS Form 8283. This summary is not intended to
provide in detail all the responsibilities of donors. Donors are responsible for obtaining
their own advice and should be advised to consult a tax advisor or IRS Publication 561
Determining the Value of Donated Property, for more information.

When to Use Form 8283

Whenever a deduction exceeding $500 is claimed for a noncash gift, the donor must
file Form 8283 Noncash Charitable Contributions Form with the tax return.

Completing Form 8283

Form 8283 is to be completed for other noncash gifts as follows.
Section A

Section A must be completed for gifts of real or personal property or nonpublicly traded
securities with a claimed value in excess of $500 but not in excess of $5,000. Gifts of
publicly traded securities, which should be reported in Section A of Form 8283 even if
their value exceeds $5,000, are:

1. securities listed on an exchange in which quotations are published daily;

2. securities regularly traded in national or regional over-the-counter markets for
which published quotations are available; or

3. securities that are shares of a mutual fund for which quotations are published on
a daily basis in a newspaper of general circulation throughout the United States.

A qualified appraisal or an appraisal summary is not required for these publicly traded
securities.

Section B (Appraisal Summary)

Donors must complete Section B when claiming a charitable deduction in excess of
$5,000 for a noncash gift (except those publicly traded securities reportable in Section
A). A separate Form 8283 is required for each item that is donated, although a group of
similar items that can be considered in the aggregate (i.e., property of the same generic
category, such as a group or number of stamps, coins, lithographs, or books) should be
treated as a single gift. If the donor contributes items to more than one institution, a
separate Form 8283 must be submitted for each donation, even if the value of items
given to one institution is less than $5,000.

Besides completing Section B, donors must obtain a qualified written appraisal for
noncash donations whose claimed value exceeds:

1. $5,000 for any single item of personal or real property;

2. $5,000 in the aggregate for similar items of property whether donated to one or
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more institutions; or

3. $10,000 for nonpublicly traded securities (although an appraisal is recommended
for nonpublicly traded stock valued between $5,000 and $10,000).

In determining whether a particular gift falls within these criteria, the key word is
"claimed value"; for example, if a donation is made of a remainder interest whose value
to the University (and charitable deduction claimed therefore) is less than $5,000, no
appraisal is necessary, even if the value of the item itself exceeds $5,000.

The appraisal summary must disclose whether the donation involved a bargain sale,
and if so, the amount the donor was paid.

Donors must ensure that the appraiser signs Part |V of Section B, Certification of
Appraiser. If donors have obtained more than one appraisal, it is not necessary to use
them all to substantiate the deduction.

Donors should retain a copy of the appraisal itself with their other tax records but need
only complete Form 8283 and attach to their returns in most cases. However, in the
case of art work valued at more than $20,000, and other property valued at more than
$500,000, then it is necessary also to attach a copy of the appraisal itself. See IRS
Publication 561 for other requirements.

If the donor is a partnership or an S corporation, the donor must provide a copy of the
completed Form 8283 to each partner or shareholder who receives an allocation of the
charitable deduction.

Donee Signature Acknowledgment Section

The IRS regulations provide that the appraisal summary (Part B of Form 8283) must
include an authorized signature from the donee organization. The donee organization
should not sign Form 8238 until the donor or the appraiser has completed the
required description of the property (Note: If property is given to a charitable
remainder trust, the trust is considered the donee and the trustee or a designee should
sign Form 8283). The institution's signature on Form 8283 represents only
acknowledgment of receipt of the items described in the Appraisal Summary, and in no
way indicates its agreement with or acceptance of the amount claimed.

Donors are required to furnish the donee with a copy of the completed Form 8283, and
the donee must retain it "for so long as it may be relevant to the administration of any
internal revenue law," i.e., normally three years unless the donor is audited.

Penalties for Donors

If the donor fails to submit Form 8283 with the tax return, the deduction may be
disallowed unless the failure was due to a good faith omission. The IRS allows donors
90 days to submit the completed Form 8283 on request before the deduction is
disallowed. Donors may be subject to substantial financial penalties if the IRS disallows
the claimed deduction.
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References:

e |RS Publication 561 Determining the Value of Donated Property
o |RS About Form 8283, Noncash Charitable Contributions
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I.C.3. Appraisal Requirements to Substantiate Deductions for
Noncash Gifts

To substantiate a charitable deduction in excess of $5,000 for a noncash gift or
collection of gifts ($10,000 in the case of nonpublicly traded securities), it is necessary
that donors obtain a qualified appraisal. A summary of that appraisal is to be reported
using IRS Form 8283 (see Section II.C.2.). The following summarizes the requirements
that must be met for an appraisal to qualify.

Who Can Appraise?

A qualified appraiser must make a declaration on Form 8283 that:

1.

The individual holds himself or herself out to the public as an appraiser or
performs appraisals on a regular basis.

Because of the appraiser's qualifications as described in the appraisal, the
appraiser is qualified to make appraisals of the type of property being valued.

The appraiser is not someone who would be excluded by the regulations from
being a qualified appraiser, i.e., the donor, a party to the transaction in which the
donor acquired the property (e.g., an art dealer from whom a painting was
purchased), the recipient institution, or any person related to or regularly
employed by any of the foregoing; or anyone married to any person in the above
categories. (Note: an appraiser who is regularly retained by the donor, a party to
the transaction, or the University could be considered as an employee of that
party unless the appraiser performs a majority of appraisals for other parties
during the taxable year.) Under these regulations, the value of a life insurance
policy supplied by the insurance carrier is not considered an independent
appraisal, since the carrier is a party to the transaction; however, another
insurance agent can appraise the value of the policy.

The appraiser understands that a false or fraudulent overstatement of the value
of the property may subject the appraiser to a civil penalty under section 6701 for
aiding and abetting an understatement of tax liability, and consequently the
appraiser may have appraisals disregarded pursuant to 31 U.S.C. 330(C).

Even if the individual makes this declaration, they are not a qualified appraiser if the
donor had knowledge that would cause a reasonable person to expect the appraiser to
falsely overstate the value of the property.

What Must the Appraisal Include?

A qualified appraisal must include the following:

1. A description of the property in sufficient detail for a person unfamiliar with the

type of property to determine that the property appraised was the property
donated (in the case of a group of similar items whose aggregate value exceeds
$5,000, this will normally mean an itemized listing of the value of the individual
items; but note that the appraiser may give a group description of any items
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whose aggregate value is appraised at $100 or less);
2. For tangible property, the physical condition of the property;
3. The date or expected date of donation;

4. The terms of any prior or anticipated agreement of understanding by or on behalf
of the donor regarding the use, sale, or other disposition of the property;

5. The name, address, and taxpayer identification number of the appraiser and, if
the appraiser is a partner in a partnership, an employee, or an independent
contractor engaged by someone other than the donor, the name, address, and
taxpayer identification number of the partnership or employer;

6. The qualifications of the appraiser who signs the appraisal, including
background, experience, education, and membership, if any, in professional
appraisal associations;

7. A statement that the appraisal was prepared for income tax purposes;
8. The date (or dates) on which the property was valued;
9. The fair market value of the property on the date (or expected date) of donation;

10.The method of valuation used to determine the fair market value, such as the
income approach, the market-data approach, or the replacement-cost-less-
depreciation approach;

11.The specific basis for the valuation, if any, such as any specific comparable sales
transactions; and

12. A declaration from the appraiser that the fee arrangement between the donor and
appraiser is not one that would disqualify the appraisal (see below).

The appraisal must be made not earlier than sixty days before the date of contribution of
the property and must be received by the donor before the due date (including any
extension) of the tax return on which the donation is first claimed as a deduction.

Paying for the Appraisal

If the appraiser's fee is based on a percentage of the appraised value, the appraisal will
generally be disqualified. However, appraisal fees based entirely or in part on a sliding
scale do qualify when the portion of the fee based on a sliding scale is paid to a
generally recognized association that regulates appraisers (and when no parties to the
transaction have a beneficial interest in the association).

If the donor is not willing or able to incur the cost of an appraisal, it would not be
inappropriate for the University to reimburse the donor for the cost, but this is not
considered to be a best practice. Moreover, direct involvement of the University in
securing appraisals could result in their accuracy and objectivity being challenged by
the IRS. Thus, it is in the donor's best interest that the University neither provide directly
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nor become involved in securing an appraisal. In addition, correspondence with the
donor should not indicate the value of a nonmonetary gift in any way that could be
construed as endorsement of its value for tax purposes.

The cost of appraising a nonmonetary gift is not deductible as a charitable contribution;
however, it is included in the so-called "Second Tier" class of miscellaneous itemized
deductions, which are deductible to the extent that in the aggregate they exceed 2% of
adjusted gross income. Donors are advised to refer to IRS Publication 529 or consult
their tax advisors.

References:

e |RS Publication 529 Miscellaneous Deductions
e |RS About Form 8283, Noncash Charitable Contributions
e |IRC170(H)(11)
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II.C.4. IRS Form 8282 (Donee Information Return)

A charity that has signed an appraisal summary (IRS Form 8283; see Sections II.C.2.
and 11.C.3.) must file a Donee Information Return (IRS Form 8282) if it sells, exchanges,
or otherwise transfers the gift within three years after the donor contributed the property.
The information return must be filed on or before the 125th day after the disposition of
the gift, and a copy must be supplied to the donor. To assist the donee in complying,
donors are required to provide a copy of the completed Form 8283.

The regulations provide two exceptions to the reporting requirement. First, there will be
cases when individual items are disposed of that were included in an appraisal as part
of a collection of items whose aggregate value exceeded $5,000. If the declared value
of the individual item on Form 8283 was less than $500, it is not necessary to report its
disposition.

Second, reporting is not required if the property is "consumed or distributed without
consideration" (i.e., without receiving something in return) for a purpose that furthers the
University's tax-exempt functions. For example, the University would not be required to
report on the disposition of a gift if it was used in a class. It would, however, have to
report its disposition if it was sold at an auction.

Successor Donees

The IRS has established regulations governing "successor donees", i.e., charities that
receive property for less than fair market value, either from the original donee or another
successor donee, which apply to certain transfers from campus foundations to the
University.

A donee that transfers charitable deduction property to another charity must furnish the
successor donee with its own name, address, and taxpayer identification number, as
well as a copy of Form 8283 as originally submitted by the donor, within 15 days after
the latest of three actions: the transfer; the date it signs Form 8283; or the date it
receives Form 8283 from a preceding donee, if any. It must also report the transfer
within 125 days to the IRS using Form 8282 and must furnish the successor donee, and
the donor, with a copy of Form 8282 within 15 days of filing with the IRS.

When a successor donee receives the property, it also inherits the reporting
requirements that go along with the property. Thus, for example, if a gift of real property
is given to a campus foundation and title is subsequently transferred to the Regents,
who in turn sell the property, the campus foundation would use Form 8282 to report the
transfer, and the Regents would be required to file Form 8282 with the IRS if the
property were sold within three years of the date of the original gift.

Penalties

The penalty for failure by a recipient institution to furnish the required information report
to the IRS is $50 per failure plus 5% of the value of the items that should have been
reported; failure to furnish a copy to the donor is subject to a penalty of $50.
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Failure to include all of the correct information required by Form 8282 (e.g., the donor's
taxpayer identification number) is subject to a penalty of $5 for each failure.

The IRS's ability to waive penalties is more limited than under previous IRS regulations.

References:

e |IRS Form 8282
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II.D. Special Procedures for Various Types of Noncash
Gifts

I1.D.1. Securities

Securities include primarily stocks and bonds. For reporting purposes, promissory notes
and life insurance policies that are surrendered for cash are also considered to be
securities.

For gifts of securities to the Regents, the Chief Investment Officer is the official
custodian of all securities belonging to the Regents. Therefore, all such securities must
be transmitted to the Office of the Chief Investment Officer (OCIO) directly by the donor
or immediately on receipt by the UC location. Similarly, gifts of securities to the campus
foundations are typically handled by their Chief Financial Officer or an appropriate
delegate.

The OCIO or related campus foundation office is to be contacted about any technical
questions regarding the transfer of securities. More general questions about securities
as qifts or their processing through the system are to be addressed to IA or the related
UC location advancement office.

Either the campus foundation or the OCIO will determine if a security is marketable and
may be accepted. Non-marketable securities may be accepted, however the donor and
the UC location should be aware that they will provide no immediate benefit and their
future benefit is a calculated risk (see "Accounting for Securities," below). In addition
there are a number of due diligence steps that need to take place by either the OCIO or
the campus foundations prior to acceptance of a gift of non-marketable securities.

Transferring Securities to the University

Securities may be transferred to the University in one of two ways.

1. Securities eligible for Depository Trust Company (DTC) transfers should be
transferred to the Regents' custodian bank through the donor's bank trust
department or a securities broker. These agents should be instructed to contact
the OCIO immediately for instructions regarding the disposition of the securities.
Note: Only the OCIO may authorize the sale of securities on behalf of the
Regents.

2. Alternatively, paper certificates bearing the name of the donor may be endorsed
to RUCAL & CO. and transmitted to the Chief Investment Officer directly by the
donor or by the UC location. Donors may mail to the OCIO either:

a. an unendorsed stock certificate and a signed stock power naming RUCAL
& CO., each mailed in a separate envelope, or

b. a dated stock certificate endorsed to RUCAL & CO.

In either case, the OCIO must be informed of the donor's intended purpose for the gift,
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so that the correct UC location and account may be credited.
The OCIO may be contacted at (510) 987-9600.

Valuation of Securities

Publicly traded securities

IRS regulations define publicly traded securities to mean securities, including mutual
funds, for which market quotations are readily available on an established securities
market. Securities, however, that otherwise would be considered to be publicly traded
securities are excluded from this definition if they are subject to restrictions, or if the
amount claimed as a deduction for the contribution of such securities differs from the
amount listed in market quotations (e.g., when selling large blocks of stock at once
would depress their price).

In conformance with IRS rules, publicly traded securities are valued at the mean selling
price on the valuation date. For unlisted securities (e.g., over-the-counter stock), the
value is determined by using the mean selling price on the date of valuation or, if there
were no sales on that date, by using a weighted average of the means of sales on the
nearest dates before and after the date of valuation. The valuation dates used for all
securities are:

1. if transferred through the donor's agent via DTC, the date the security is
transferred into the Regents' name (or RUCAL), or the foundation’s name, on the
books of the issuing corporation.

2. if sent by mail or fax machine, the date of mailing or faxing, provided the
securities and the Stock Power form are received in a form negotiable by the
University; and

3. if hand-delivered, the date when a properly endorsed stock certificate is
surrendered to a University representative in the OCIO or the campus foundation
office.

Nonpublicly traded securities

Donors are required to obtain a qualified appraisal of the value of nonpublicly traded
stock valued at more than $10,000 (see Sections 11.C.2. and I1.C.3.). Other due
diligence procedures may need to be performed to ensure the University or campus
foundation is aware of the requirements of the entity as a shareholder. This may include
terms of a stock agreement as well as any future requirements for capital calls,
liabilities, indemnification, and other matters.

Tax Deduction for Securities

Securities are deductible at their full fair market value if they have been owned for the
required holding period for long-term capital-gain treatment, subject to the applicable
Internal Revenue Code percentage of adjusted gross income limitations and carryover
rules.
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Documenting Gifts of Securities

When securities are received in the OCIO, they are valued as explained above. The
OCIO enters the gross valuation on the OCIO's Gift Notice (TRS) form. These forms are
then sent to |IA to be coordinated with any background on the gift that is available there.
IA then forwards the TRS form and other documentation of the gift to the appropriate
UC location development office as background for entry into their systems and
receipting and acknowledging the donor. After completion at the UC location, the gift
information is retained in accordance with usual procedures.

Gifts received in the form of securities should be reported as securities even if they are
usually converted into cash by the University or the campus foundation (see Section
l11.B.5.).

Acknowledging Gifts of Securities

There is no legal requirement to provide donors with a valuation of securities when
acknowledging such gifts. The University must only provide the donor with a detailed
description of the gift, such as the number of shares given, issuer, and date of gift. If,
however, a donor requests that the University quote an amount, it is appropriate to list
the high and low selling prices on the date of valuation.

Accounting for Securities

If the proceeds from the sale of securities are designated for current use, the net
proceeds are transferred to the UC location accounting office through a journal entry to
the UC location financial control account. Information on the net proceeds is generally
included on the TRS and provided to the UC location development office. The net
proceeds will differ from the amount on the OCIQO’s Gift Notice (TRS) by the amount of
the broker's commission, Securities Exchange Commission charges, and the gain or
loss on the sale of the securities (see "Documenting Gifts of Securities" above).

When securities are held rather than sold, the UC location is informed of the value
assigned to the securities through the TRS form initiated by the OCIO (see
"Documenting Gifts of Securities" above). If the OCIO is unable to sell a gift of securities
because no market exists for the item, no entry is made into the UC location accounting
records and no expenditures may be made against the gift. If securities are for an
endowment, their value will be recorded in an endowment fund by accounting, but not in
the UC location financial control account. Identification of the gift with the UC location is
accomplished by a UC location code in the title of the general ledger account.
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I.D.2. Real Property and Related Gifts
Real Property

The Regents Policy 8103 - Policy on Capital Project Matters differentiates between real
property used for "University-related purposes" and real property "held for investment
purposes."

The policy defines "University-related purposes" as “real estate and real property
interests acquired for or used by the University for teaching, research, or public service.”
It specifically excludes real estate and real property interests held for investment
purposes and managed by OCIO. Property held for investment includes both properties
gifted to the University, and property interests which the Regents have purchased as
part of an investment strategy for the University's Retirement System and General
Endowment Pool.

The term "Endowment Real Estate" refers to interests in real estate gifted to the
University for the purposes of financially supporting its mission of teaching, research,
and public service, as opposed to property purchased as part of the Regents'
investment strategy. Unlike University-related property, Endowment Real Estate is not
used by the University; instead, the income and/or proceeds from the sale of the
property will be used, typically in a manner specified by the donor, to support one or
more aspects of the University's mission.

At its most fundamental level, Endowment Real Estate is comprised of real property
donated to the University by (i) living people, and entities ("Gift" real estate) and (ii) by
deceased people, wills/probate procedure and trusts ("Bequest" real estate), to benefit
specified University units or functions.

Acceptance of gifts of real property to the Regents for University-related purposes is
subject to the authorization limits detailed in the Delegation of Authority 2629: Capital
Project Matters.

Real property used for University-related purposes is acquired and sold by Real Estate
Services and Strategies at the Office of the President (RESS), and managed by the
campuses and other operating units of the University. Endowment Real Estate owned
by the Regents is accepted, sold, and managed by RESS pursuant to the authority of
the OCIO, as provided in Regents Bylaw 23.5(d).

Campus foundations are also legally capable of taking title to Endowment Real Estate.
Campus real estate departments and/or RESS are resources for assistance.

Factors Influencing Which Entity Takes Title to Endowment Real Estate:

1. Is the campus foundation capable of handling the business of accepting and
managing Endowment Real Estate?

2. Has the donor expressed a preference for either the campus foundation or the
Regents receiving title?
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Donors often identify closely with the campus they are seeking to benefit and
may view the campus foundation as more closely aligned to their needs than
the Regents.

3. How proximate/remote is the property to the UC location?

Distant properties often come with additional management complexities,
depending on the nature of the property.

4. Will the property be held for more than 6 months after being received?

Property tax and insurance expense factors favor the Regents holding title for
longer holding periods. The Regents self-insure for real property risks. There
is no direct premium charge for this coverage, although the UC location may
see a marginal increase in its overall premium. Campus foundations need to
obtain independent insurance and pay any resulting premiums. Properties in
California owned by the Regents are exempt from property taxes (however,
private users/tenants are subject to possessory interest tax based upon their
use of the property); such properties owned by campus foundations are not.
In neither case are properties exempt from Proposition 218 assessments.
Out-of-state properties are typically taxable, for either the Regents or campus
foundations.

5. Does the property involve significant holding costs relative to any income it
generates?

The UC locations are responsible for the holding costs of their Endowment
Real Estate. UCOP Financial Management may approve advancing holding
costs for a property that doesn't generate income (and where no liquid assets
were gifted by the donor for use in paying the property's expenses) in special
circumstances, subject to UCOP being reimbursed from the sales proceeds.
Campus foundations may or may not be in a position to make such cash
advances.

Due Diligence Process — Endowment Real Estate

The due diligence process is a key step in the gift acquisition process. The key
characteristics of the real estate being conveyed need to be identified, to balance any
apparent risks associated with the property against its value. The following are key to
the "accept or not accept” decision:

Title Commitment

A title commitment is a commitment from a title insurance company to issue a title
insurance policy based upon listed exceptions (the same assurance isn't given by a
preliminary title report). Objectionable exceptions to title include but are not limited to:

e Financial liens such as mortgages, bonds, judgments or assessments recorded
against the property (the mortgage balance may exceed the value of the
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property).
e Delinquent property taxes.

e Encroachments, easements, restrictions or other legal restrictions affecting use
of the property. For example, a standard utility easement across a property could
prevent further development over the easement area.

The evaluation of condominium property should also include a review of the governing
documents, current financials and required disclosures of the owner’s association.

Phase | Environmental Site Assessment

A qualified environmental professional completes a Phase | Environmental Site
Assessment of the property to determine what, if any, hazardous environmental
conditions exist that would pose a risk to the University, pursuant to established
standards for such assessments. Prior use is a big factor in determining if the property
has unacceptable environmental hazards. Any commercial property should have a
Phase | prepared by a qualified professional. RESS has endorsed the use of a
screening tool that may exempt single family residential properties from having to be
evaluated with a Phase I.

Property Condition Assessment

A property inspection is necessary to determine and/or confirm conditions that can't be
determined or confirmed purely from written documents. For example:

e Obvious health and safety issues

e Signs of trespass

e Confirmation of current use/occupancy

e Deferred maintenance requiring early correction
Other

Significant additional due diligence is required for all but the most straightforward
properties. Some of these investigations may include survey, zoning, feasibility studies,
and review of all property records, including service agreements and any existing
leases. The closing procedures are also more complex to account for pro rations and
the assignment of agreements. Please consult with RESS or the campus real estate
department.

Gift-in-Kind Projects

Also known as “Donor Development,” Gift-in-Kind projects involve the construction of a
new facility by a donor, for University-related purposes, and the donation by the donor
of the facility to the University upon completion of construction. The facility can be
constructed on University-owned land (i.e., on campus), or can be constructed on land
owned by the donor. In the latter case, the donor donates the land as well as the facility,
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upon completion of construction.

Gift-in-Kind projects require a donor with special expertise in the design and/or
construction of the type of facility to be gifted, and must be designed and constructed in
conformance with laws, policies and procedures applicable to the construction of UC
location facilities to be used by the University in the furtherance of its mission.
Accordingly, Gift-in-Kind projects are considered University-related real estate and often
require approvals/acceptance by the Regents. Detailed guidance on the structuring and
receipt of Gift-in-Kind projects can be obtained from RESS.

References:

UCOP Real Estate Services & Strategies (RESS)
Regents Bylaw 23 Officers of the Corporation

DA 2629 Capital Project Matters

Regents Policy 8103: Policy on Capital Project Matters
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1I.D.3. Gifts of Tangible Properties
Acceptance

Units within the University that are to have custody of gifts of tangible property (e.g.,
horses, computers, works of art) are to be consulted before such gifts are accepted. For
gifts of works of art, both the donor and the affected University department must
understand that a transfer of ownership of the physical work of art does not
automatically transfer related intangible property rights, such as copyright, which include
the right to reproduce or distribute copies of the work. Accordingly, the donee should
determine whether the donor does in fact also own the intangible rights and whether the
gift is intended to include them. If so, the instrument of gift must expressly state that the
transfer does or includes the related intangible property rights, including the copyright
and rights of reproduction of the work.

Gift proposals should be reviewed with special care to ensure that acceptance will not
involve financial commitments for the University in excess of funds available, or other
obligations disproportionate to the usefulness of the gift. Consideration should be given
to the cost and feasibility of fulfilling any conditions specified by the donor including
maintenance, cataloging, crating, delivery, insurance, or display costs, as well as the
cost of space requirements for exhibition or storage. The University should decline gifts
of tangible property that cannot be beneficially used, housed, or displayed appropriately,
or sell the gifts and use the proceeds for University purposes (see Section I1.C.4.).

Related Use Rule For Tax Deductions for Gifts of Tangible Property

When a donation is made of tangible property, the amount of the income tax charitable
deduction depends in part on what use the University will make of the property. When
the University can use the property for the educational purposes on which its federal tax
exemption is based, or is likely to be able to use it for such purposes, the donor is
entitled to a deduction equal to the property's full fair market value for long-term capital-
gain property (for ordinary income property, see below).

If the University is not likely to put the property to a use related to the University's
exempt purpose, the donor's income tax deduction is limited to the donor's basis (which
generally will be what the property cost the donor, or, if acquired by gift, the cost to the
person who gave it to the donor).

Although the statute speaks of the recipient actually using the property, the regulations
qualify the gift for a full-value deduction if:

1. the recipient actually does not put the property to an unrelated use, or,

2. it was reasonable at the time of the gift to anticipate that the property would be
put to a related use.

If the University sells donated property, it has not used it in a related way even if it
applies the proceeds of the sale to carry out the University’s exempt function. Donations
to museums are an exception; if the property is of the kind normally retained by the
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museum, the full-value deduction is allowed even if the museum sells the property,
unless the donor had prior knowledge that the property would be sold.

The IRS requires that the donor furnish proof of compliance with the related-use rule.
The donor must show that the University's use was related or that the donor could
reasonably expect that the use would be related. Therefore, it is desirable for the donor
to get advance written confirmation from the University of its intended use of the gift. A
deed of gift can be used for gifts from individual and some corporate donors (for
corporate gifts of research equipment, see below). The signature by an authorized
person on the deed of gift indicates that the University has reviewed and agreed to the
conditions of the gift. Donors should seek advice from a tax advisor regarding the
specific deductibility of their gift.

Commercial Materials

The terms of gifts of commercial materials should be reviewed carefully to assure their
conformity with the pertinent section of the University of California Regulation No. 4,
Special Services to Individuals and Organizations, as follows:

“University laboratories, bureaus and facilities are not to be used for tests, studies,
or investigations of a purely commercial character, such as mineral assays,
determination of properties of materials, the performance efficiencies of machines,
analyses of soils, water, insecticides, fertilizers, feeds, fuels, and other materials,
statistical calculations, etc., except when it is shown conclusively that satisfactory
facilities for such services do not exist elsewhere.”

A material transfer agreement may also be necessary. Consult the UCOP Research
Policy Analysis and Coordination Office for more information.

Corporate Gifts of Equipment

A corporation (other than an S corporation) may be able to claim a deduction equal to
the lesser of:

1. the basis of the donated inventory or property plus one-half of the inventory or
property’s appreciation (gain if the donated inventory or property was sold at fair
market value on the date of the donation), or

2. two times basis of the donated inventory or property.
This deduction may be allowed for certain contributions of:

e Certain inventory and other property made to a donee organization and used
solely for the care of the ill, the needy, and infants.

e Scientific property constructed by the corporation (other than an S corporation,
personal holding company, or personal service corporation) and donated no later
than 2 years after substantial completion of the construction. The property must
be donated to a qualified organization and its original use must be by the donee
for research, experimentation, or research training within the United States in the
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area of physical or biological science.

e Computer technology and equipment acquired or constructed and donated no
later than 3 years after either acquisition or substantial completion of construction
to an educational organization for educational purposes within the United States.

References:

e |RS Publication 542 Corporations
UC APM 020 Special Services to Individuals and Organizations
e UCOP Research Policy Analysis and Coordination: Material Transfer

Agreements
e |IRC170(H)(7)(B)
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I.D.4. Gifts of Intangible Properties
Intangible Property

Intangible property includes intellectual property, copyrights, patents, contract rights,
royalties, etc. Gifts of intangible property should be reported by the appropriate
receiving UC location (for the University’s internal accounting purposes) at their fair
market value if this can be established; if not, they should be valued at $1 because their
potential benefit to the University cannot be estimated. When a gift of intangible
property results in royalties or other payments, such payments are treated as gifts in the
year in which the payment is received.

Before acceptance, all offers of patents and patent applications must be referred to UC
Legal, accompanied by a copy of the patent or application.

Software and Software Licenses

Gifts of software are not countable and will not be included in grand totals for CASE
surveys. The only exception to this rule is when software is highly developed and/or
customized for the institution. UC locations may continue to recognize donors and
steward such software gifts even if not countable.

Cryptocurrency & Non-Fungible Tokens (NFTs)

The IRS considers cryptocurrency as property for tax purposes. Transactions using
virtual currency must be reported in U.S. dollars. Therefore, taxpayers will be required
to determine the fair market value of virtual currency in U.S. dollars as of the date of
donation through a reasonable manner that is consistently applied. The CASE guidance
states that if the cryptocurrency gift is converted to cash, the gift should be reported at
the cash conversion value or “as your business office accounted for it.”

As nonfungible assets, NFTs are not suitable for most direct charitable contributions.
NFTs are not convertible into currency, so are unlikely able to be sold once donated
(unless, for example, being donated to a University art museum that would make the
NFT part of its collection).

If receiving a gift of NFT or cryptocurrency, report it as a noncash donation on IRS
Schedule M. If any or all of the virtual currency is disposed of within three years of date
of receipt, you must file IRS Form 8282 and provide a copy to the donor of the
cryptocurrency (Form 8283). The donor use limitation does not apply to contributions of
intangible property, so there is no requirement to keep the NFT or cryptocurrency once
donated.

References:

e |RS FAQ on Virtual Currency Transactions
e |IRS Form 8282
e |RS Form 8283
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I1.D.5. Life Insurance

In order for an insurance policy to be reported as a gift, the University must be named
both irrevocable owner and beneficiary. For reporting purposes, the value of the policy
is its cash surrender value at the time of the gift, not its face value. Insurance policies

are to be treated as securities for reporting purposes.

When a life insurance policy is given, it may be surrendered immediately for its cash
value, or it may be maintained, in which case it is considered a deferred gift.

If the policy is maintained, the difference between the policy's cash surrender value and
its settlement value on the donor's death is not reported as a gift, but as gain on the
disposition of assets. If, after giving the policy, the donor continues to make periodic
gifts to enable the University to pay the premiums, these are to be reported as separate
cash gifts to the University. A campus that intends to maintain the policy must identify
an appropriate fund source for the premium payments; the resulting increases in the
cash surrender value of the policy should not be reported as gifts.

When the University receives the proceeds of a policy in which it was named beneficiary
but not owner, the full amount received is reported as an outright gift of cash as of the
date of receipt.

Life insurance policies are subject to the same IRS requirements as other noncash gifts,
including the requirement that the donor file Form 8283 (see Section 11.C.2.) and that
the donee file Form 8282 if it disposes of the policy within three years of the date of
contribution (see Section 11.C.4.).

Tax Deduction for Gifts of Life Insurance

Amount of deduction for a gift of a policy

The value of a policy that is fully paid is equal to the policy's replacement cost, or what it
would cost to purchase the same policy at the date of gift. The value of the gift for tax
deduction purposes is limited to the donor's cost basis in the policy.

Policies may be contributed before being fully paid. The value of a policy on which
premium payments remain to be paid is its ITR Value (ITRV) at the date of gift, plus the
part of the last premium payment that covers the period extending beyond the date of
the gift. For example, if a policy is contributed four months after the last annual premium
was paid, the value of the policy is the ITRV at the date of gift plus two-thirds of the last
premium payment. As is also true for gifts of fully paid policies, a donor's charitable
deduction is limited to their cost basis in the policy.

Under certain limited circumstances, the amount of a charitable deduction may be
limited to the policy's surrender value, which is usually less than the replacement cost.
This result may occur when a charity receives a gift of a policy on which there exist
large loans, and the charity promptly surrenders the policy to the insurance company for
the policy's cash surrender value. The donor should seek advice from a tax advisor
regarding the specific deductibility of their gift.
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Deduction for premium payments

Premiums paid by a donor on an insurance policy that has been given to the University
are deductible, whether the donor pays the premiums directly or contributes the
premium amount to the University. However, premiums paid directly to the insurance
company are likely to be treated as a gift "for the use of" the University rather than "to"
the University and will thus be limited to 30%, rather than 50%, of the donor's
contribution base. This is a problem only if the donor's income is not great in proportion
to the size of the premium or the donor makes other substantial gifts limited to 30% in
the same year. The problem is avoided if the donor contributes the premium amount to
the University and the University pays the premium.

Beneficiary Designations and Legacy Intentions

Donors can designate an institution as a full or partial beneficiary of retirement accounts
or group/term life insurance policies. Typically, financial institutions provide beneficiary
designation forms that, when completed, create a legally binding method of asset
transfer. For reporting purposes, these designations are tracked as potential legacy
intentions when the donor is at least 65 years old and has explicitly informed the
institution of their intent.

References:

e |IRS Form 8282
e |IRS Form 8283
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I.D.6. Personal Services and Out-of-Pocket Expenses

Unreimbursed out-of-pocket expenses incurred in performing service for the University
may be deductible, provided they are directly connected with, and solely attributable to,
the services that were rendered to the University. The deciding factor is whether the
donor or the University is the primary beneficiary of the expenses.

For example: an alum is volunteering to host an event that the University would have
paid for otherwise. The hard costs of the event (food, event space, supplies) are
deductible. However, the time spent planning and executing the event is not deductible.
The alum should also keep in mind that any supplies kept by the alum and used after
the event for personal use are not deductible. And the alum should account for the meal
and any other benefits that they received during the event. These do reduce the
deductible amount.

Other examples of out-of-pocket expenses that are generally deductible include:

e Travel and transportation costs, including tolls and parking fees, but not the cost
of general maintenance or repair, depreciation, or insurance for the vehicle;

e Cost of meals and lodging, but only if traveling away from home as an authorized
representative of the University;

e Expenses incurred by officers of charitable organizations in performing their
official duties;

e Expenses incurred in attending conferences and other functions in an official
delegate capacity. Expenses are nondeductible, however, if they are for
attending solely as a member of a charity.

However, a donor may not deduct the value of the time spent in performing services
contributed to the University. For example, carpenters, lawyers, mechanics, artists,
florists etc., may not deduct for their own donated time.

The fact that an act of generosity is not deductible does not mean that it cannot be
acknowledged. UC locations may choose to use their database capabilities to provide
recognition where there is no tax deductible or private support recorded gift. However,
care should be taken not to create a paper trail that would appear to substantiate a tax
deduction. For example, a letter of acknowledgment should not refer to what was done
as a "qgift" or attribute a value to it. Contributions of services only are generally not
reported as gifts for the same reason. Contributions of substantial out-of-pocket
expenses may be reported and valued based on invoices or similar documentation.
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I.D.7. Bargain Sales

A bargain sale occurs when a donor transfers property to a charity in exchange for a
payment that is less than the fair market value of the property. Typically, such
transactions occur when a donor has a piece of property that has appreciated greatly in
value that the donor cannot afford to part with as an outright gift. Bargain sales can be
complicated arrangements and donors should be strongly encouraged to seek expert
tax advice.

In such cases, the gift is considered to be the amount by which the fair market value
exceeds the payment; however, the donor's cost basis must be allocated to both the
sale and the gift, reducing the amount of the allowable charitable deduction.

Gifts of real property that are transferred subject to a mortgage are considered bargain
sales by the IRS, the amount of the gift being the fair market value of the property
reduced by the amount of the mortgage. This is true even if the donor agrees to be
responsible for the mortgage.

It is sometimes difficult to distinguish between a bargain sale and a discount, especially
when tangible property is involved. In such cases, the IRS has held that a key element
is that of "detached and disinterested generosity," i.e., the donor's intent must be to
make a gift. For example, in a tax court case, a deduction for a bargain sale was
disallowed because the court found that the purchase price agreed upon by the donor
and the charity was primarily the outcome of business negotiations. Therefore, if a
bargain sale is being arranged, it is advisable that the donor and the University clearly
document from the outset the donor's intention to sell for less than the fair market value,
including a letter of gift from the donor (or clear reference to a bargain sale in the
purchase agreement) and a letter of acceptance by the University and the qualified
appraisal.

Installment Bargain Sale

An installment bargain sale occurs when the University makes at least one payment on
the property in a year after the year in which the sale is made. The installment sale
permits the donor's cash flow (and taxable gain) to be spread over several years.
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IlLE. Bequests and Deferred Gifts

ILE.1. Bequests and Testamentary Gifts
General Information

UC Legal handles all bequests and testamentary gifts to the Regents. If a notice or
other information about a bequest is received at the UC location, it should be forwarded
immediately to UC Legal. Unless the bequest specifically names the campus foundation
it is presumed to be to the Regents for the benefit of the named UC location and will be
processed through UC Legal.

If difficulties are foreseen in administering the gift in accordance with the donor’s terms,
UC Legal should be notified immediately. Any other inquiries regarding the
administration of estates in which the University has an interest should also be directed
to UC Legal.

If UC Legal receives notice of a bequest directly, UC Legal will inform the appropriate
UC location development office if a UC location has been clearly specified. It also
provides information regarding the estimated value of the bequest as soon as that
estimate becomes available. At the time of distribution of a probate or trust estate, UC
Legal furnishes the UC location with a Record of Distribution, which will notify the UC
location of the gift and its use.

UC Legal notifies IA of all bequests, whether or not a UC location is specified. Bequests
not designated for a specific UC location, purpose or fund type are allocated through the
review process described in Section IV.B.

Receipt of Bequest Assets

When assets are distributed from an estate, only the Chief Investment Officer, the
Associate Chief Investment Officer, and the Assistant Chief Investment Officer are
authorized to execute the necessary receipts on behalf of the Regents. When items of
personal property, such as books, sculpture, or paintings, are bequeathed to a specific
UC location, an executor/trustee often will request that the University take possession of
the items before distribution of the estate. If UC Legal receives such a notice, it will
contact the development office of the UC location involved and request that a
representative of the University arrange directly to take delivery of the items from the
executor/trustee or the attorney for the executor/trustee. In this instance, it is acceptable
for the representative to sign an interim receipt for the items. UC Legal should be
notified when the University has taken possession of the property.

Reporting Bequests

Bequests are reported after they have been distributed to the University. UC location
leadership will be notified by the President if an unrestricted systemwide gift has been
allocated to their UC location at which time the UC location should report the bequest as
a gift.
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For campaigns, CASE advises that institutions should structure their campaign reports
into these separate categories:

1. The total of outright gifts and pledges received: Reported at face value and
payable within the campaign period and for up to five years beyond the campaign
end date. This should include all pledges, conditional pledges and outright gifts
received in the campaign period. Alternatively, this can be outright gifts, pledge
payments and remaining pledge balances.

2. The total of irrevocable planned gifts received.

3. The total of revocable planned gifts: Reported at face value. This applies to
such gifts if they are pledged during the campaign and documented, and for
revocable bequest/legacy intentions, from donors who will be age 65 by the end
of the campaign.

Irrevocable Planned Gifts

The CASE VSE Survey requests both the face value of the assets used to create the
instrument (official amount used in calculating amount raised), and the tax deduction
value the donor was allowed by the IRS for establishing the gift (determined through
receipting).

“Expectancies,” based on notice that a donor has included the University in his/her will,
are reported only if accompanied by a legally enforceable contract.

Revocable Planned Gifts

The practice of counting revocable commitments including bequest / legacy intentions
can be beneficial, as it deepens relationships with donors and sets the stage for future
support. However, to avoid basing a disproportionate amount of the campaign on
revocable commitments, CASE recommends setting specific goals for revocable
commitments at the out-set of the campaign. CASE also recommends periodic
verification of the commitment.

Institutions should use age requirements for inclusion of these types of revocable
commitments in campaigns. CASE standards are to only include if the donor is 65 years
of age by the last day of the campaign. If the donor is not age 65 by the end of the
current campaign, their bequest / legacy intention could be included in a future
campaign when the donor meets the age qualifier of 65. When the age of the donor is
unknown, a bequest/legacy intention should not be counted in campaign totals until the
qualifying age is validated.

For campaign reporting, if a revocable planned gift is realized or becomes an
irrevocable planned gift during the same campaign, the value for the planned gift should
be corrected to an outright or irrevocable planned gift. If a revocable planned gift is
realized during a new campaign, only new amounts should be counted in the new
campaign.
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Testamentary Trusts

A testamentary trust via the donor’s will, may be used to establish any of the deferred
gifts described in Section II.E.2. Donors generally use this method to provide a lifetime
gift of an income interest to a friend or relative and at the same time to make a gift to
charity. Such gifts qualify for an estate tax deduction and are therefore especially useful
for estate planning purposes.

Testamentary trusts may be administered by either the Regents, a campus foundation,
or an external trustee. Assets of trusts to be administered by the University are reported
as gifts when they are transferred to the University. For gift reporting purposes, assets
of externally held trusts should be reported at the fair market value of the University’s
portion of the trust assets at the time the University is officially notified of its interest in
the trust, provided that the University has an irrevocable right to all or a part of the
income or remainder interest; for accounting purposes, these gifts will normally be
recorded at a value of $1 equity.

For gift reporting purposes, earnings on trust assets, whether administered by the
University or by others, are treated as income, and not as gifts.
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I.LE.2. Deferred Gifts
The term "deferred gifts" covers a class of gifts that share a common characteristic:

The gift is divided into a present interest and a future interest, and the donor
irrevocably gives one interest but either personally retains the other interest or
retains it for another beneficiary.

For this reason, the gift is sometimes referred to as a split-interest gift. The term
“deferred gift” historically arose because, in the most common forms of this type, the
donor retains the present interest and gives the future interest to charity. However, this
is not always true (for the most obvious example see "Charitable Lead Trusts", below),
and in any case the donor has not deferred making a gift, but has only deferred the time
when the University may enjoy the benefit of the gift. For this reason, the term “planned
gifts” is frequently used.

Deferred Giving Vehicles

The IRC recognizes various basic types of deferred gift vehicles, which may be offered
by the Regents or a campus foundation:

e charitable remainder annuity trusts;
e charitable remainder unitrusts;

e pooled income funds, and

e charitable lead trusts.

Before acceptance by the Regents, provisions of a proposed trust are to be submitted to
IA, which will coordinate review of the trust terms with OCIO and UC Legal. Text for
pooled income fund agreements and charitable gift annuity contracts are provided by IA.

Charitable Remainder Annuity Trust

A charitable remainder annuity trust is created when cash or securities (or, in
exceptional cases, income-producing, debt-free real property) is irrevocably transferred
from the donor to a trustee in return for a guaranty that named beneficiaries will receive,
at least annually, a fixed-dollar amount established at the time of the transfer of assets.
This fixed amount must be at least five percent of the fair market value of the trust
assets at the time of transfer, and must be paid from principal if earned income does not
reach a level at least equivalent to the guaranteed annuity. Any excess income over the
required annuity payment to the beneficiaries is returned to the trust principal for
reinvestment.

The donor receives a charitable income tax deduction equal to the value of the
remainder interest and, if the trust is funded with appreciated property or securities, the
donor avoids all tax on capital gains (although the appreciation is a preference item for
purposes of the alternative minimum tax).

No formal minimum amount is required to establish a charitable remainder annuity trust.
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For gifts to the Regents a minimum guideline of $250,000 has generally been used,
although, depending on the circumstances of the gift, a larger or smaller amount may be
appropriate.

Once an annuity trust has been established, no additional gifts may be made to the
trust; it is possible, however, to establish additional annuity trusts. Charitable remainder
annuity trust assets may be pooled with other assets for investment purposes.

A charitable remainder annuity trust may be established for the lifetimes of one or more
individuals, or for a fixed term not to exceed twenty years. Payments from the trust may
continue to a beneficiary after the donor is deceased, but may not continue beyond the
lives of the originally named beneficiaries, all of whom must be living when the trust is
established.

Charitable remainder annuity trusts are valued by the University for reporting purposes
at the amount of cash or the fair market value/net present value of other assets at the
time they are received, unless it is anticipated that the principal will be invaded to meet
the payout obligation, in which case the gift should be reported at its estimated net
realizable value.

Charitable Remainder Unitrust

A charitable remainder unitrust is identical to a charitable remainder annuity trust,
except that payments to beneficiaries are based on a fixed percentage (not less than
five percent) of the net fair market value of the trust as valued as of a certain day each
year. For purposes of calculating the payment to the beneficiary, the fair market value of
the trust is redetermined at least annually. Unlike annuity trusts, the payments from
unitrusts may therefore increase (or decrease) over time, potentially providing a hedge
against inflation. Also unlike annuity trusts, a unitrust is permitted to receive additional
contributions. As with annuity trusts, unitrust assets may be pooled with other assets for
investment purposes.

The donor receives a charitable income tax deduction equal to the value of the
remainder interest and, if the trust is funded with appreciated real property or securities,
the donor avoids all tax on capital gains (although the appreciation is a preference item
for purposes of the alternative minimum tax).

As with charitable remainder annuity trusts, there is no formal minimum gift required,
although the same guideline of $250,000 has generally been used, depending on the
circumstances of the gift.

A unitrust's earnings may be less than the prescribed percentage of the market value of
the trust assets. In this case, one of several things may happen. If the trust is not a net
income unitrust and income is insufficient, the principal will be invaded to make the
payments to the beneficiaries. In the case of net income unitrusts, however, only the net
income is paid to the beneficiaries; the principal remains inviolate. Depending on the
trust's terms, the income payout for subsequent years may exceed the fixed percentage
stated in the trust agreement in order to compensate for any deficiencies from prior
years in which the trust earned less than the stated percentage (called a "makeup
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provision"), or there may be no provision for recovery of the shortfall in subsequent
years.

For all charitable remainder unitrusts, regardless of type, any excess income earned
over the stipulated payout is returned to the trust principal for reinvestment. As with an
annuity trust, a unitrust may be established for the lives of one or more individuals, or
for a fixed term not to exceed twenty years.

Payments from a unitrust may continue to a beneficiary after the donor is deceased, but
may not continue beyond the lives of the originally named beneficiaries, all of whom
must be living at the time the trust is established.

Charitable remainder unitrusts, like charitable remainder annuity trusts, are valued by
the University for reporting purposes at the amount of cash or the market value of
property or securities at the time the assets are received.

Pooled Income Funds

Pooled income funds resemble charitable remainder trusts in that assets are given
irrevocably to the University in trust, and the donor or other designated beneficiary
retains a life interest in the income earned on the gift. Pooled income funds also
resemble mutual funds, in that the income generated by a pooled fund is paid on a
prorated basis to all the participants in the pool.

Donors' gifts to pooled income funds are held for investment purposes in one pool,
which functions similarly to a mutual fund. When a donor makes a gift to the fund, units
are assigned to the named beneficiaries based on the market value of the gift. The
income from the pool is then prorated and paid periodically to each beneficiary on the
basis of the number of units assigned. Because the fund's entire income must be
distributed each year, the income stream to the donor is potentially greater (or less)
than is the case with a charitable remainder trust. Capital gains are not distributed to
donors but are retained by the pool.

Because of different investment criteria, and because certain management costs are
avoided, smaller gifts may be more appropriate for pooled income funds than for
charitable remainder trusts. The minimum gift to enroll in one of the University's pooled
income funds is $20,000, with additions of as little as $5,000 accepted.

Cash or marketable, taxable securities can be donated; gifts of tax-exempt securities
cannot be accepted because they would disqualify the pool. By the same token, a check
drawn on a tax-exempt money fund should not be accepted. In unusual cases, gifts of
real property and closely held stock may be accepted with approval from UCOP.
However, because the pool would assume liability from the donor for short-term capital
gains taxes, the University will not normally accept into the pooled income funds
securities that have been held for less than the minimum long-term capital gains holding
period. To avoid delay of deposits into the fund, securities should be sent directly to the
Chief Investment Officer of the Regents. If there is anything unusual about the
securities, the OCIO should be consulted beforehand.
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The donor receives a charitable income tax deduction equal to the value of the
remainder interest and, if the donor gives securities, all tax on capital gains is avoided
(although the appreciation is a preference item for purposes of the alternative minimum
tax).

Pooled income fund gifts are valued by the University for reporting purposes at the
amount of cash or the market value of securities when the assets are received.

Charitable Lead Trust

A charitable lead trust is the "mirror image" of a charitable remainder trust and, as with
remainder trusts, may be structured either as an annuity trust or as a unitrust. A
charitable lead trust is established when assets are transferred to a trustee, with
instructions to make designated payments to the University for a specified period,
invading principal if necessary. On termination of the trust, assets either revert to the
donor or pass to the noncharitable beneficiary named by the donor. Charitable lead
trusts may, therefore, be especially useful for estate planning purposes.

No gift should be reported for the transfer of the corpus of a charitable lead trust, nor
should an estimate be made of the present value of the income interest. Rather, income
from charitable lead trusts should be reported as a gift in each year income is received.

Donations Sometimes Classified as Deferred Gifts

Some donations are considered deferred gifts under certain circumstances: charitable
gift annuities; real property, if the donor retains a life interest in the property; life
insurance, if premiums will be paid to maintain the policy rather than surrendering the
policy for cash; installment bargain sales; and externally held trusts, if they are
charitable remainder or charitable lead trusts.

Charitable Gift Annuity

Charitable gift annuities resemble commercial annuities issued by insurance
companies, except that the annuitant (donor) tenders a greater sum of money (the "gift"
portion of the transaction) and in turn receives a partial charitable income tax deduction
for the gift. The charity agrees to pay the donor (or another annuitant) a fixed sum of
money annually, usually for the remainder of that person's life or a term of years.

The charitable gift annuity resembles a charitable remainder annuity trust in that the
annuitant receives a fixed payment, except for the following significant differences:

e a charitable gift annuity is a general obligation of the charity; a charitable
remainder annuity trust is backed only by the portfolio of the trust, and therefore if
the trust is exhausted, the annuity ceases;

e for the initial years of a gift annuity (until the donor has surpassed his or her life
expectancy) part of the payment of a gift annuity is regarded as a return of
principal and is therefore tax free; payments received from an annuity trust are
often fully taxable as ordinary income; and
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e itis feasible to accept much smaller amounts for gift annuities than for charitable
remainder annuity trusts. The Regents minimum gift required is $20,000; UC
locations may establish local minima at a higher level. Larger gifts may require
additional analysis of available reserves.

In the charitable gift annuity transaction, a person irrevocably transfers property to an
institution, such as cash or securities, and the institution agrees in a contract to pay the
donor or other beneficiaries (maximum allowable of two beneficiaries) a guaranteed
annuity for life. A portion of the income is not taxable but considered a return of
principal. Because the transferred property has a value larger than the value of the
annuity, the transaction is in part the purchase of an annuity from the institution and in
part a gift to the institution. An income tax deduction (at the present value for counting
and reporting purposes) is allowed for the difference between the gift value and the
amount required to fund the annuity (actuarial value).

A deferred payment charitable gift annuity is almost identical in construct to the
standard charitable gift annuity. The significant difference is that the contract stipulates
some date in the future when payments to the donor or other beneficiaries will begin.
This results in a larger income tax deduction to the donor in the year in which the
transfer is made to the institution. In addition, the amount of income to the donor can be
significantly larger than that of the standard charitable gift annuity.

Charitable gift annuities are valued by the University and CASE for reporting purposes
at the present value of the remainder.

Real Property with a Retained Life Interest

Donors may give a remainder interest in a personal residence or farm and receive an
immediate charitable income tax deduction, while enjoying the use of the property for
the rest of their lives. These gifts may be especially attractive to donors on fixed
incomes whose houses may have appreciated substantially in value, because capital
gains are avoided (although the appreciation is a preference item for purposes of the
alternative minimum tax) while a large income tax deduction is usually generated.

A personal residence qualifies as a gift even if it is not the donor's primary residence
(e.g., a vacation home). The furnishings, unless they are fixtures, are by definition not
included in the gift of the residence. Donors may not receive an income tax deduction
on a gift of a future interest in the furnishings.

A qift of a farm also qualifies. A farm is defined as land that is used for the production of
crops, fruits, or agricultural products, or for the sustenance of livestock. The donor need
not make a gift of the entire farm; any portion of the acreage used as a farm may be
given.

The donor makes the gift by executing a deed to the property and a gift agreement.
When a gift of a remainder interest in a residence or farm is proposed, it must be
determined in advance who will pay for taxes and other costs of maintaining the
property (see Section II.D.2. for more information about gifts of real property).
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Life Insurance

When a life insurance policy is given, it may be surrendered immediately for its cash
value, or it may be maintained, in which case it is considered a deferred gift.

For more information, see Sections II.C. and 11.D.5.

Externally-Held Charitable Trusts

Trusts may be administered by a charitable organization, such as the Regents or one of
the campus foundations, or by another individual, bank, or trust company. Externally-
held charitable trusts refer to those not administered by the Regents or a campus
foundation.
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Il.LF. Return and Sale or Other Disposition of Gift
Property

Il.LF.1. Returning Gifts

In certain instances, it may be difficult or impossible to administer a fund under its
original terms. For procedures for reallocating gifts see Section IV.B.

Additionally, Bylaw 30 grants the President of the University the “full authority and
responsibility over the administration of all affairs and operations of the University...”
This includes the authority to return gifts when necessary.

On February 3, 2014, under DA 2579, this authority was delegated to Chancellors, the
Provost, the Senior Vice President of Health Sciences and Services, the Vice President-
Agriculture and Natural Resources and to the Director of Lawrence Berkeley National

Laboratory.
References:

e Regents Bylaw 30 President of the University
o DA 2579 Delegation of Authority to Return Gifts
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I.F.2. Sale or Other Disposition of Donated Property

From time to time, items of University property acquired by gift lose their usefulness and
circumstances arise in which they might be sold, traded, or otherwise disposed of in
order to acquire other items of greater usefulness in fulfilling the purpose and intent of
the original gift.

The University is legally bound to fulfill the terms and conditions of any gift, as specified
by its donor, before any disposition is made. Therefore, the original gift terms must be
reviewed to determine whether the language, either expressly or by implication,
prohibits disposition of the donated property. Questions of interpretation should be
referred to UC Legal. In the absence of such restriction, disposition in accordance with
established University policy for the disposition of surplus property is legally permissible.

However, three other factors should be considered before donated property is disposed
of:

e For items of tangible property, (e.g., books, equipment, objects of art), disposition
while the donor's tax return for the year of the gift is still open to audit (normally
three years from the filing date) could cause a reduction in the amount of the
donor's charitable tax deduction. To avoid such an untoward result, IA or UC
Legal should be consulted whenever disposition of a gift of tangible property is
being considered within three years after the date of gift.

e Consideration should be given to whether consultation with the donor, the
donor's family, or friends is needed to insure that relations with them will not be
adversely affected by the proposed disposition. Donor stewardship best practice
would dictate that the donor be contacted when possible.

e Finally, the Tax Reform Act of 1984 requires the University to file a Donee
Information Return (Form 8282) with the Internal Revenue Service whenever it
disposes of gifts valued in excess of $5,000 (including tangible property, real
property, and nonpublicly traded stock) within three years of its receipt (see
Section 11.C 4.).

References:

e UC BFB-BUS-38: Disposition of Excess Property and Transfer of University-
Owned Property
e |IRS Form 8282
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II1. Requirements for Reporting Gifts

lILA. Overview

Chapter Il provides information about UCARS, from which reports regarding gifts to the
University are prepared by IA from information that is supplied by the UC locations and
the CASE VSE Survey.

In 1982, CASE, together with the NACUBO, issued a publication entitled Management
Reporting Standards for Educational Institutions: Fundraising and Related Activities.
The intention of this publication was to establish classifications for gift reporting that
would standardize the reporting of fundraising results from institution to institution.
CASE regularly publishes the CASE Global Reporting Standards. The University has
adopted these standards for reporting, for the most part. UC locations are asked to
maintain data regarding gifts and private grants in accordance within these
classifications.
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lll.B. Reporting Categories and Definitions

lll.B.1. Gift or Sponsored Awards

The UC Policy on Classification of Gifts and Sponsored Awards provides the following
definitions:

1. Gifts: “Voluntary contributions made to the University that are motivated by a
Funder’s charitable intent, for which the Funder receives no substantial return
benefit and over which the Funder does not retain control.”

2. Sponsored Awards: “All arrangements in which the University is providing a
return benefit, or agrees to provide a defined deliverable to the Funder or to
complete a set of activities in exchange for Support (e.g., grant, contract,
materials transfer agreement, etc.). While Sponsored Awards are typically made
to support research, it is possible that support for a purpose other than research
may be classified as a Sponsored Award.”

The UC Policy on Classification of Gifts and Sponsored Awards further provides
determinative and general indicators for categorizing contributions as gifts or sponsored
awards.

CASE, in its Global Reporting Standards, provides complimentary definitions for the
purposes of reporting and benchmarking between institutions. CASE defines gifts and
grants as the following:

1. Gift: “A contribution received by an institution for either unrestricted or restricted
use in the furtherance of the institution and for which the institution has made no
commitment of resources or services other than, possibly, committing to use the
gift as the donor specifies.

2. Specific Grant: “Received by the institution and resulting from a grant proposal
submitted by the institution. The institution commits resources or services as a
condition of the grant, and the grantor often requests an accounting of the use of
funds and of results of the programs or projects undertaken.

Please note that while the terminology that the funder uses in their communications
(e.g., grant, gift, etc.) may reflect the funder’s intent, it does not dictate how the
University should classify, book, nor report the support. For example, private
foundations almost always use the term “grant” for all of their charitable distributions.
But many of these contributions can be booked as gifts by the University. Ultimately the
gift documentation and terms contained within will determine how the University can
book the contribution.

References:

e UC Policy on Classification of Gifts and Sponsored Awards
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lll.B.2. The Regents or the Campus Foundations

This category identifies whether private support is intended by the donor for the
Regents or a campus foundation. These definitions are mutually exclusive; a gift or
private grant should be classified as being either to the Regents (for the benefit of a
specific campus), or to the campus foundation. Gifts and grants are reported only once
at the time they are accepted by each entity and not again upon transfer by the campus
foundation to the campus. Donations made to support groups should be classified and
reported at the time the support group transfers funds to the Regents or the campus
foundation.

The Regents

Gifts and private grants that are intended for the Regents are covered by this
classification.

Campus Foundation

Campus Foundations may only receive awards that are classified as gifts.
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111.B.3. Source

This category identifies the type of donor and covers gifts made both to the Regents
and the campus foundations. The definitions within this category are mutually exclusive;
the single definition that best describes the donor should be used.

Individuals
Alumni

Alumni are defined as former undergraduate or graduate students, full- or part-time,
who have earned some credit toward a degree offered by any campus of the University.
Each campus will define those they include in their definition of alumni. UCARS includes
categories for reporting gifts from alumni via their family foundations.

Other Individuals

All individual donors who are not alumni are covered by this classification, including:
parents, enrolled students, faculty, staff, and trustees. UCARS includes supplemental
reporting for these categories.

Organizations

Campus-Related Organizations

This classification covers student groups, separately incorporated alumni associations,
and support groups, but not the campus foundations. Transfers from the campus
foundations to the Regents should be reported in the classification appropriate to the
original donor when originally received by the campus foundation as a gift to the
foundation.

For-Profit Entities

This classification covers both for-profit entities and non-profit entities that are funded by
for-profit entities.

For-profit entities are defined as corporations, businesses, partnerships, and
cooperatives that have been organized for profit-making purposes, including
corporations owned by individuals and families, incorporated professional individuals,
and other closely held companies.

Examples of non-profit entities that are funded by for-profit entities include: industry or
trade associations, professional or union organizations, and non-profit organizations
funded by one or more companies or individuals operating for profit, including corporate
foundations.

Non-Profit Foundations or Charitable Trusts

This classification covers private tax-exempt entities established and operated
exclusively for charitable purposes, including: non-profit foundations or charitable trusts,
including funds or endowments designated by the IRS as grantmaking foundations,
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community foundations, family foundations, or charitable trusts. This classification
excludes corporate foundations (which are classified as for-profit entities), campus
foundations, or quasi-government entities such as the National Endowment for the
Humanities.

Other Organizations

This classification covers all non-profit organizations other than those described above,
including fundraising consortia, religious organizations, and higher education institutions
or associations.
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lll.B.4. Purpose

This category identifies the intended use of private support as designated by the donor
or grantor and reported on the UC Annual Report on University Private Support and
UCARS. The classifications within this category are mutually exclusive; the single
definition that is most descriptive should be used.

Research

This classification applies to private support that is restricted to scientific, technical, and
humanistic investigation, including salaries and other support of research projects.
Funds for research may also be included in the “campus improvement” classification
(capital projects to support research), and in the “departmental support” classification
(endowed chairs).

Student Financial Aid

This classification is restricted to non-repayable financial aid to undergraduate or
graduate students, including scholarships, fellowships, awards, prizes, and private
support for work-study students, as well as gift funds to support loans to be repaid by
undergraduate and graduate students.

Instruction

This classification is restricted to support for seminars, conferences, lecture programs,
and faculty recognition awards, including salaries, honoraria, and employee benefits.

Campus Improvement

This classification covers support for capital projects and for ongoing operation of the
physical plant, including grounds and buildings, facilities and equipment. It includes gifts
and private grants of real and personal property, including equipment and works of art
for use by the University. It also covers gifts and private grants that are restricted by the
donor or grantor to purchase buildings, other facilities, equipment and land for use by
the University; to construct or carry out major renovation of buildings and other facilities;
and to retire indebtedness. In addition, the classification applies to gifts of library
materials and monetary support that are restricted to acquire, restore and preserve
books, periodicals, manuscripts, maps and related materials; to acquire audiovisual and
other equipment; and to support other activities of campus libraries.

Departmental Support

This classification covers gifts that are restricted by the donor to a particular academic
division, department, or entity. It also covers gifts that are further restricted by the donor
to a particular purpose for which no other purpose category is listed, including endowed
chairs, but excluding support for instruction and student financial support, which are
reported in the related classifications.

Unrestricted
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This classification includes gifts made by the donor without restriction, regardless of any
subsequent administrative designation of purpose.

Other Purposes

This classification covers support of non-instructional services beneficial to individuals
and groups external to the University (e.g., exhibits, museums, patient care, public
service and similar facilities and programs); and gifts restricted by the donor for
endowment, which maintains the principal in perpetuity, but otherwise unrestricted by
the donor as to use of the endowment income. It also includes support for intercollegiate
athletics.
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ll.B.5. Type of Asset

This category identifies the form (type of asset) of a gift at the time it is transferred to the
University. The classifications within this category are mutually exclusive; the single
classification that best describes the type of asset should be used.

In general, deferred gifts (e.g., charitable remainder trusts, pooled income funds,
charitable lead trusts, externally held trusts, and, in some cases, insurance policies)
should be reported in one of the following five categories in accordance with the form
the reportable assets take. In cases when it may be difficult to ascertain the form of
assets (e.g., externally held trusts), reportable assets should be recorded as cash.

Cash
This classification covers currency, coins, checks, credit cards, wire, and ACH transfers.
Securities

This classification includes stocks, bonds, and related instruments such as promissory
notes. See Section |I.D.1. for information on valuation of securities that are processed.
See II.D.5. for information on insurance policies.

Real Property

This classification applies to real estate, including land, buildings, and other
improvements; and to oil, mineral, and related rights. Real property is generally to be
reported at its fair market value (see Section 11.D.2.).

Nonmonetary Iltems

This classification applies to tangible personal or company property (except securities
and real property), including works of art, books, cryptocurrency, and scientific and
other equipment and product inventory. Nonmonetary gifts are generally to be reported
at their fair market value (see Section II.D.).

Pledges

This definition applies to the promise to make a gift or private grant, the amount of the
gift or grant to be paid subsequently by the donor, usually in installments.
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lll.B.6. Bequest or Deferred Gift

This category identifies gifts originating by bequest or through a deferred giving vehicle.
These definitions are mutually exclusive; a gift should be classified either as a bequest
or as a deferred gift.

Bequests

Bequests are defined as the actual assets received by provision of will or by court order
at the distribution of estate assets following a donor's death. For additional information
about bequests, see Section II.E.1.

Deferred Gifts

These include charitable remainder unitrusts, charitable remainder annuity trusts,
charitable lead trusts, pooled income funds, externally held trusts, real property with a
retained life interest, and life insurance if it is maintained rather than surrendered for
cash. For additional information regarding deferred gifts, see Section Il.E.2.
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lll.C. Report Descriptions

lll.C.1. UCARS

UCARS is the data entry point for most advancement information. It is the responsibility
of each UC location to input their data, on a quarterly basis, in accordance with the
following schedule:

Quarter in Which Gift is Accepted | Due to UCOP IA
July, August, September November 1
October, November, December February 1
January, February, March May 1

April, May, June August 1

References:

e UCARS


http://ucars.ucop.edu/

lll.C.2. Voluntary Support of Education (VSE) Survey

In 2018, CASE acquired the VSE survey from the Council for Aid to Education. The
Council for Aid to Education had previously administered the survey since 1957. The
VSE report is intended to provide information on private support to the University for
inclusion in the major national survey of such support to educational institutions. The
figures supplied for the VSE report should combine support to the Regents and to the
campus foundations and should include pledge payments but exclude pledges. UC
locations are asked to submit figures for the fiscal year ending June 30 to IA each year.
Do not return the report directly to CASE.

The forms for the VSE report are issued each year with detailed instructions and will be
forwarded to the UC locations by IA. The information that CASE requests for the VSE
varies slightly from year to year.

References:

e CASE Insights on Voluntary Support of Education
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https://www.case.org/research/surveys/voluntary-support-education-survey/support

IV. Funds and Management of Funds

IV.A. Overview

An endowment fund is a fund whose donor has stipulated that the fund principal is
intended to be managed and invested permanently and that only annual payout may be
expended. These are referred to as “true” endowments. The Uniform Prudent
Management of Institutional Funds Act (UPMIFA) governs the management,
investment, and use of endowed funds that charities hold (more about UPMIFA can be
found in Section IV.G. below).

By contrast, a fund functioning as an endowment, FFE (quasi-endowment), is a fund,
the principal of which has been set aside by administrative action to be invested in the
manner of an endowment fund (see Section IV.C.). Donors may also create an FFE that
gives certain discretion to the UC location or campus foundation. Principal is held in
tact, but, because there are no legal restrictions regarding expenditure of principal, the
decision to hold the principal may be reversed by appropriate administrative action. A
specific type of FFE, a term endowment, is a fund with a specific principal distribution
schedule defined by the donor.

The information contained in Chapter IV pertains both to true endowments and to funds
functioning as endowments, though for the sake of convenience, they may be referred
to collectively as endowments. Section IV.F. provides specific information about
endowed chairs. The information contained in all other sections pertains to all endowed
funds.
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IV.B. Allocation, Reallocation, and Administration of
Gifts and Bequests

Provisions for the allocation and reallocation of gifts and bequests can be found in the
Delegated Authority for Allocation and Reallocation of Gifts and Administrative
Guidelines for Allocation, Reallocation and Administration of Gifts and Bequests.
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https://policy.ucop.edu/doc/6000435/Gifts-Regents

IV.C. Fund Types and Their Investment

IV.C.1. Types of Funds

Gift funds generally fall into one of the categories described below. If the donor does not
designate a fund type, it is necessary to allocate the gift (see Section IV. B.).

True Endowments

A true endowment is a fund whose donor has stipulated that the fund principal must
remain inviolate and that only earnings may be expended. In accepting endowment
funds, the University is legally bound to keep the principal intact and to comply with
donor restrictions governing the use of earnings.

Most endowment funds participate in either the GEP or a campus foundation’s
endowment pool (CFEP). Investments in both the GEP and CFEP’s emphasize long-
term growth of both income and principal while preserving and enhancing the market
value of the fund. Because of the cost of fund administration in relation to projected
annual income, UCOP uses a guideline of a minimum of $10,000 to establish a new
endowment. Each UC location may use a different guideline minimum.

Funds Functioning as Endowments (FFEs)

An FFE, also called a quasi-endowment by CASE, is a fund, the principal of which has
been set aside by administrative action to be invested in the manner of an endowment
fund. Principal is held in tact, but, because there are no legal restrictions regarding
expenditure of principal, the decision to hold the principal inviolate may be reversed by
appropriate administrative action. A specific type of FFE, a term endowment, is a fund
with a specific principal distribution schedule defined by the donor. Funds functioning as
endowments are also normally invested in the GEP or CFEP. For more information
concerning the GEP, see Section IV.C.2. As with true endowments, UCOP uses a
guideline of a minimum of $10,000 to establish a new FFE.

Externally Held Trusts

An externally held trust is one in which funds are held in trust for investment by another
institution acting as trustee. The terms of these trusts vary; the University may be
designated as income beneficiary, remainder beneficiary, or both. Any income
disbursed to the University by the trustee is to be accounted for and used in the same
manner as income from endowment funds.

Externally held trusts are recorded on the University's books for accounting purposes at
the nominal value of one dollar, but are reported in gift records at the fair market value
of the assets when this information first becomes available. If the trust eventually
terminates and the assets are distributed to the University, the fund is revalued for
accounting purposes at that time. A determination of whether it is necessary to
reallocate the fund is made at the time of such distribution.

Current Funds

95



If a fund is to be expended within a short time, it should be allocated as a current fund
and held in an account invested in the Short Term Investment Pool (STIP). The
immediate rate of return may be higher than for the GEP because no consideration is
given to preserving the value of the corpus from erosion due to inflation. For more
information about STIP see Section IV.C.2.

Plant Funds

Funds used for construction, for renovation of facilities, or for the purchase of real
property are also invested in STIP but, unlike current funds, a plant fund will normally be
expended over a period of several years.

References:

e UCOP Accounting Manual
e CASE Global Reporting Standards
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https://policy.ucop.edu/manuals/accounting-manual.html
https://www.case.org/resources/case-global-reporting-standards-digital-subscription

IV.C.2. Investment Pools for Gift Funds

The OCIO is responsible for the management of investment assets, external financing,
and acquisition and sale of real property for the UC system. These functions are carried
out under the policies set forth by the Investments Committee of the Regents.

The principal activity of the OCIO is managing the system's pension and endowment
assets. Included in the assets managed by the Chief Investment Officer is all or part of
the investment assets of various independent, University fundraising organizations.

The Regents maintain two pools for the investment of gift funds:
e the General Endowment Pool, and
e the Short Term Investment Pool.

Campus foundations manage their own funds and would typically also maintain
investment pools for long-term and short-term investments. Campus foundations may
utilize the investment pools maintained by the Regents.

References:

e UCOP Office of the Chief Investment Officer
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https://www.ucop.edu/investment-office/index.html

IV.D. Management of Endowed Funds
Minimum Endowment Amounts

In determining minimum acceptable levels for endowment funds, UC locations should
keep in mind whether projected annual endowment income, both now and in the future,
would be sufficient to fulfill the donor's intended purpose.

Because of the cost of fund administration in relation to projected annual endowment
income, UCOP uses a guideline of $10,000 as a minimum to establish a new
endowment. UC locations and campus foundations have established higher minima. An
account will be established for a smaller fund only under exceptional circumstances. A
gift of less than $10,000 might be combined with other already existing funds or with
other gifts for the same purpose to establish a fund to generate endowment income,
provided the donor does not require that the identity of the gift be preserved as a
separate fund. If the size of the corpus makes this practical, and the donor has not
specified a true endowment, funds may be held at the UC location where they will earn
STIP interest (see Section I1V.C.2.), and then transferred to the Corporate Accounting
Office when the combined corpus and interest exceed $10,000.

APM 191 establishes $350,000 as the minimum necessary to endow a chair; some
campuses have established higher minima (see Section IV.F.1.).

Endowment Earnings

Estimates of upcoming GEP endowment payout are available year-round using the
GEP Estimated Income Summary report from Fundriver. As of May 2025, payout
consists of fund income earned during the year plus an augment (reduction of principal)
for a total of 5 percent annual payout. The 5 percent payout consists of 4.45 percent net
payout plus 0.55 percent cost recovery. UC locations may use this information to
prepare their operating budgets. The actual transfer of endowment income to the UC
locations is made by the Corporate Accounting Office in August or September of the
year in which the income is available for use. The Regents set the upcoming payout
rate for the GEP in May of each year. The board of each campus foundation may vote
to establish the annual payout rate for the applicable CFEP.

All STIP pool funds earn income while awaiting expenditure, regardless of balance in
the fund.

Accumulations of Income

In accepting endowment funds, the University is legally bound to keep the principal
intact and to comply with the donor's restrictions governing the use of income, if any. An
implied requirement of this legal principle is that the University must actually put
endowment income to use and income may not be allowed to accumulate for an
unreasonable period of time. To ensure compliance, it is University practice that
endowment income accounts should accumulate no more than the equivalent of five
years' income. The same practice extends to funds functioning as endowments. This is
reiterated in the UC Principles of Endowment Administration.
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Additions of Income to Principal

Since the University is required to use endowment income rather than to allow it to
accumulate, unless a donor has approved the addition of income to principal,
accumulated income from endowed funds is not added back to the principal of the
funds. However, UC Legal has advised that addition of income to principal in limited
circumstances is within the Regents' discretion. It is best practice to also develop an
expenditure proposal for use of the future income from the augmented principal.

Occasionally, the donor's terms will prescribe that a portion of an endowed fund's
income is to be regularly returned to principal. Such additions of income to principal do
not require Regents' approval when necessary to fulfill the donor's terms and may be
automatically effected as an accounting transaction.

In general, most UC location gift agreements currently provide discretionary power to
add income to principal. For endowments and FFE/quasi-endowments held by the
Regents, the addition may be requested by correspondence to UCOP Corporate
Accounting. Campus foundations handle additions of payout to principal per their own
internal policies.

See Section IV.F.1. regarding additions of income to principal of endowed chair funds.
References:

Regents minutes May 16, 2024 approval of 2024-25 GEP expenditure rate
APM 191 Policy on Endowed Chairs and Professorships

Fundriver

UC Principles of Endowment Administration
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https://regents.universityofcalifornia.edu/minutes/2024/board5.16.pdf
https://www.ucop.edu/academic-personnel-programs/_files/apm/apm-191.pdf
https://access.fundriver.com/default
https://www.ucop.edu/institutional-advancement/_files/principles.pdf

IV.E. Endowment Record Sheets

An Endowment Record Sheet (ERS) is prepared by for each newly established
endowment fund, FFE, charitable remainder trust, or other similar fund at the Regents
from information furnished by Endowment & Investment Accounting and other sources.
Following preparation, new ERSs are distributed periodically to UC location
development offices in order to provide a permanent record for each UC location of
every endowment and similar fund held by the Regents. UC location development
offices in turn, should forward copies to any other UC location offices that will be
involved in administering each fund.

Campus foundations may determine their own process for documenting the
establishment of funds.

ERSs provide the following essential information regarding each fund:
e Fund name
e Donor
e Fund establishment date

e Original corpus and its nature (cash, securities, real properties, etc.), or the book
value of the fund

e Terms of allocation, either as established by the donor or internally by the
University

e Background on the donor and information on fund origin
Additionally, a summary is provided at the bottom of each ERS stating:
1. Who has determined the allocation
2. The UC location or locations to which allocated income is to be distributed
3. The fund purpose
4. The fund type (true endowment, FFE, etc.)

Finally, the fund number and fund restriction code as assigned by Corporate
Accounting.
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IV.F. Endowed Chairs

IV.F.1. Policy and Administrative Guidelines on Endowed Chairs and
Professorships

The current policy and administrative guidelines can be found in APM 191: Policy on
Endowed Chairs and Professorships.
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https://www.ucop.edu/academic-personnel-programs/_files/apm/apm-191.pdf
https://www.ucop.edu/academic-personnel-programs/_files/apm/apm-191.pdf

IV.F.2. Policy and Administrative Guidelines on Presidential Chairs
The current policy can be found in APM 265: Policy on Presidential Chairs.
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https://www.ucop.edu/academic-personnel-programs/_files/apm/apm-265.pdf

IV.G. Uniform Prudent Management of Institutional
Funds Act

The following description of UPMIFA, Probate Code, Section 18501, was excerpted
from a Manatt, Phelps & Phillips, LLP newsletter dated February 17, 2009 by Jill Dodd
and Kimberly Kerry.

California law governing the management, investment and spending of donor—
created endowment funds held by charitable organizations has recently changed.
Until January 1, 2009, endowment funds were regulated by the UMIFA, but
endowment funds established after January 1, 2009 (the “Effective Date”) are
regulated by the UPMIFA. Endowment funds that were established prior to the
Effective Date are subject to UPMIFA only with respect to actions taken after the
Effective Date. Thus, effectively, UPMIFA applies to all donor—created endowment
funds held by charitable institutions in California.

UPMIFA was enacted to update the prudence standard and to provide flexibility in
the management of endowment funds in market downturns and when modifying
restrictions on endowment funds due to changed circumstances.

WHAT IS AN ENDOWMENT FUND UNDER UPMIFA?

UPMIFA defines an endowment fund as a fund that is established or created by a
donor that is not wholly expendable by the institution on a current basis under the
terms of the gift instrument. Specifically excluded from UPMIFA are endowments
created by the charitable institution itself and program-related assets.

UPMIFA defines a gift instrument as any record or records from a donor. A record is
defined as information that is written on a tangible medium or stored electronically
(including email). It includes an institutional solicitation or governance documents,
such as bylaws. A record is part of the gift instrument so long as the donor and the
charity were, or should have been, aware of its terms.

STANDARD OF CARE

Under UMIFA, when investing for the benefit of an institution, the members of the
governing board of the charitable institution (the "Board") had to exercise ordinary
business care and prudence. While administering the endowment fund pursuant to
the prudent person standard, individual investments were considered as part of the
overall investment strategy. UMIFA provided the Board with a range of factors to be
used as a guide for investment decisions in order to meet the prudent person
standard of care.

UPMIFA expands upon UMIFA and provides a more precise set of rules for investing
in a prudent manner. The Board must exercise the care of the ordinary prudent
person. The charity may invest in any kind of property as long as it is consistent with
the standard of care, and may only incur reasonable costs when managing and
investing the endowment fund. The factors the Board must consider in investing
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include the general economic conditions, the effects of inflation or deflation, tax
consequences, the role of each investment within the overall portfolio, the expected
total return from income and appreciation, the other resources of the institution, the
needs of the institution, and the special relationship of the asset to the institution, if
any. Individual asset decisions must be made in the context of the total portfolio, and
the Board has a duty to diversify and rebalance a fund, as necessary.

UPMIFA allows a charity to delegate the management and investment decisions to
committees, officers, employees or external managers. The charity must act
prudently in selecting agents, establishing the scope of the work delegated, and
reviewing the performance of the agent.

SPENDING FROM THE ENDOWMENT FUND

UMIFA provided that a charity could spend all of the income (e.g., interest and
dividends) and appreciation as long as the endowment fund was not spent below the
historic dollar value. Simply put, historic dollar value was defined as the aggregate
fair value of each gift on the date each was donated to the fund. Historic dollar value
acted as a floor below which any given fund could not be spent.

UPMIFA eliminates the concept of historic dollar value and allows a charity to
expend "so much as the institution determines is prudent for the uses, benefits,
purposes and duration for which the endowment fund is established."; There are
various factors that the Board may consider when making expenditure decisions.
These factors included the duration and preservation of the fund, the purposes of the
institution and the fund, the general economic conditions, the possible effect of
inflation or deflation, the expected total return from income or appreciation, other
resources of the institution and the investment policy of the institution. The gift
instrument cannot vary the foregoing except under very narrow circumstances.

In order to safeguard an endowment fund against excessive spending, UPMIFA
includes a provision which states that spending greater than seven (7) percent of the
fair market value of an endowment fund (averaged over a three—year period) creates
a rebuttable presumption of imprudence. However, spending less than the seven (7)
percent does not create a presumption of prudence. It should be noted that this
seven (7) percent presumption does not apply to postsecondary educational
institutions, presumably to encourage them to spend from their endowments.

REVISING OR RELEASING PURPOSE RESTRICTIONS

In order to release a restriction on an endowment fund under UMIFA, the written
consent of the donor was required. If the donor was deceased, then a court ruling
would be needed with notice given to the Attorney General. The standard that would
be used to determine whether a release was appropriate was whether the restriction
had become "obsolete or impractical."

UPMIFA provides a more thorough treatment regarding the modification of
restrictions on endowment funds than UMIFA. As long as the donor is able to do so,
he or she may consent to a revision or release of a charitable purpose or

104



management restriction. In the event that the donor is deceased or incapacitated, a
charity may petition the probate court requesting the release of a management
restriction or charitable purpose that has become impracticable, wasteful (a new
criterion), unlawful or impossible to achieve. In addition to petitioning the court, the
charity must notify the Attorney General of its request.

UPMIFA contains a provision that provides a charitable institution with the ability to
modify a restriction on a fund without a court order and without donor consent under
certain circumstances. The provision applies to endowment funds with a fair market
value of less than $100,000 that are over 20 years old. If it is determined by the
charitable institution that a restriction on the fund is unlawful, impracticable,
impossible to achieve or wasteful, then the charity can provide a 60—day notice to
the Attorney General requesting a modification. If the Attorney General approves the
request, the charitable institution may modify the restriction so long as the
modification is as consistent as possible with the donor's original charitable purpose,
as expressed in the documents that were part of the original gift.

Process for Modification of Endowment Purpose

When a UC location seeks changes in restrictions on the use or investment of
endowment funds, the UC location should pursue the following processes in the order in
which they appear below:

1. Review the controlling gift documentation to determine if the terms provide a
viable path for alternative use. If the gift documentation does not provide a path
for an alternative use, please see #2.

2. Obtain the original donor's written consent to the alternative use. If the donor is
deceased or incapacitated, please see #3.

3. Petition the court and notify the Attorney General.

a. Regents endowments: UC Legal represents the University's interests to
the Attorney General and to the court for Regents endowments. The UC
location should submit the original gift documentation and the “Endowed
or Loan Fund Proposed for Review by the General Counsel” form to IA to
initiate the process.

b. Foundation endowments: UC Legal can review the campus case, but
does not file with the court for Foundation endowments. Campuses must
use their own counsel to file. The campus can contact IA to request review
of a campus foundation endowment requiring modification.

UPMIFA “Old & Cold” Provision

As noted in the final paragraph of the newsletter above, UPMIFA provides a path for
modifying certain endowments that are older and of a lower market value. The
endowments must meet all of the following criteria:
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1. Over 20 years old
2. Market value of less than $100,000

3. Have a restriction that is unlawful, impracticable, impossible to achieve, or
wasteful

If a Regents or campus foundation endowment meets all of the above criteria, the UC
location can pursue the following steps to revise the purpose:

1. The UC location collects the original gift documentation and fills out the
“‘Endowed or Loan Fund Proposed for Review by the General Counsel” form
linked on the IA website.

2. The UC location sends the completed form and gift backup to IA. IA then reviews
to ensure the modification is as consistent as possible with the donor's original
terms.

3. |A will share the submission with UC Legal.

4. UC Legal will notify the Attorney General of the requested purpose modification.
If 60 days elapse without response from the Attorney General, then the revision
can move forward.

References:

e CA UPMIFA
e Endowed or Loan Fund Proposed for Review by the General Counsel Form
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https://leginfo.legislature.ca.gov/faces/codes_displayText.xhtml?lawCode=PROB&division=9.&title=&part=7
https://ucop.edu/institutional-advancement/policies-and-guidelines/allocation-and-reallocation/index.html

V. Support Groups, Campus Foundations, and Alumni Associations

V.A. Policy and Guidelines on Support Groups,

Campus Foundations, and Alumni Associations

The Regents Policy 5203: Policy on Support Groups, Campus Foundations, and Alumni
Associations was approved September 15, 1995, and amended September 22, 2005.

Guidelines

Support Groups: Administrative Guidelines for Support Groups

Campus Foundations: Guidelines for Campus Foundations

Alumni Associations: Guidelines for Campus Alumni Associations and Constituency
Alumni Groups
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https://policy.ucop.edu/doc/6000620
https://policy.ucop.edu/doc/6000621/CampusAlumni
https://policy.ucop.edu/doc/6000621/CampusAlumni

VI. Miscellaneous

VI.A. The Regents’ Tax-Exempt Status

From time to time donors require confirmation of the Regents' federal tax-exempt status
before making contributions. In order to fulfill this need, UC Legal has suggested that
such donors be provided with copies of the determination letters issued by the IRS.

The initial IRS determination letter, dated September 14, 1939 recognizes the Regents'
federal income tax exemption under Section 101(6) of the IRC, a predecessor to IRC
Section 501(c)(3), and the deductibility of charitable donations thereto. A subsequent
IRS letter, dated September 8, 1982, reaffirms the 1939 exemption under the revised
section 501(c)(3) of the IRC of 1954. These letters should satisfy any question of the
Regents’, including the individual campuses, federal tax-exempt status.

Important to the discussion of charitable deductions, the Regents is further classified as
other than a private foundation. An IRS letter dated November 23, 1973, confirms that
the Regents is classified as other than a private foundation, i.e. a public charity, and
described in IRC sections 509(a)(1) and 170(b)(1)(A). Because public charities receive
favorable treatment under federal tax law, including but not limited to more generous tax
treatment of charitable donations, public charity status information may also be
requested by donors.

Further, the Regents is not subject to California franchise or corporation income
taxation, and gifts to the Regents are deductible for California state income tax
purposes.

The Regents’ tax identification number is 94-3067788 (also referred to as an Employer
Identification Number or EIN). Each campus foundation may also have their own tax
identification number.

References:

e |A UC's Tax-Exempt Status webpage
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VI.B. International Giving

To increase institutional advancement opportunities abroad, two international
foundations offer tax incentivized giving opportunities to donors in the UK, several
European countries and Hong Kong. The benefitting UC locations are responsible for
donor due diligence, solicitations, and stewardship for gifts made through the following
entities:

UC Trust

The University of California Trust (UK) was established in 1999 by California
Governor Gray Davis and UC President Atkinson as a joint initiative with the
California Trade & Commerce Agency. A registered British Charity (No. 1075405),
the Trust has a satellite office in London, UK and facilitates charitable giving to all
UC locations. Donors from the UK and Europe can access tax-effective giving
options to any funds at the UC locations.

UC Foundation Limited in Hong Kong

The University of California Foundation Limited was incorporated under the
Companies Ordinance of Hong Kong in November 2006. The Foundation exists to
facilitate educational collaborations between the University and organizations in
Hong Kong and to encourage philanthropic support to the University. The foundation
makes it possible for Hong Kong residents to provide financial support to UC. Gifts
made to the UC Foundation Limited in Hong Kong are transferred to the UC location
and then expended for charitable purposes by the UC location.

The UC Trust UK and Hong Kong Foundation allow international donors to claim tax
benefits in their local jurisdictions. Campuses may record gift transactions from the UC
Trust UK and Hong Kong Foundation according to their local best practices. While the
UC Trust UK and Hong Kong Foundation take legal control of gifts prior to transfer to
UC, campuses may also consider stewardship and reporting requirements, including
HEA 117 compliance, when determining how to record these gifts. The UC Trust UK
and Hong Kong Foundation provide gift receipts directly to donors, so additional
receipting by the campus is not necessary; however, campuses should count the gifts in
their private support totals.

HEA Section 117 Reporting

Section 117 of the Higher Education Act (HEA) of 19651 requires higher education
institutions that receive Title IV federal student aid to submit to the US Secretary of
Education reports about gifts received from any foreign source. Institutions must report
gifts from the same foreign source that have a value of $250,000 or more, considered
alone or in combination with all other gifts from or contracts with that foreign source
within a calendar year. Please review the guidance from the UC Research Policy
Analysis and Coordination team.

References:
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VI.C. Use of the University’s Name

The University of California name, seal, and related trademarks represent excellence in
all areas of the University’s mission — i.e., teaching, research, and public service. The
University’s name, in particular, has unique value and is afforded special protection by
state law and University policy.

The name “University of California” and its abbreviations (e.g., “UC”) are protected
under Section 92000 of California’s Education Code and may not be used to state or
imply the University’s endorsement, support, favor, association with, or opposition to an
organization, product, or service, without permission of the University’s delegated
authority. This law conveys the unique value of the University’s name (and its
campuses’ names) by rendering a violation of this law as a misdemeanor.

This section is included to assist UC location development offices in understanding the
issues relating to the use of the University’s name. Each UC location has local policies
and/or processes as to granting (or withholding) use by third parties of the relevant UC
location’s name. Development offices should familiarize themselves with the specifics
for their UC location.

Chancellors are delegated the authority to authorize use of their campus names (e.g.,
University of California, Los Angeles), abbreviations (e.g., UCLA), or any other name
that includes such designations or abbreviations. Such authority held by the Chancellors
may be re-delegated.

At present, the University’s Chief Operating Officer is the delegated authority to
authorize use of the systemwide name, “University of California,” the abbreviation “UC,”
and any other name or abbreviation that has Universitywide application or is of concern
to more than one UC location.

The Office of General Counsel must be consulted if the relevant delegated authority
believes that unusual University liability or exposure may arise from granting permission
to a third party for use of the University’s name.

Commercial Use

In reaching a decision to grant or withhold permission for use of the University’s name
or an abbreviation for commercial purposes, the following policy considerations must be
observed:

1. Approval must not be given for advertising listing the University as a user of any
product or service, or as the source of research information on which a
commercial program or publication is based, except that approval may be
granted for institutional or goodwill advertising clearly regarded as being in the
best interests of the University. If any doubt exists as to whether the use of the
University’s name will contribute to the best interests of the University, the
permission must be withheld.

2. Manufacture and distribution of all commercial products (e.g., clothing, pennants,
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drinking glasses) bearing the name or decorative seal of a campus are to be
permitted only upon a license granted by the Chancellor or a designated
representative.

3. Requests for manufacture and distribution of all commercial products bearing the
name and/or unofficial corporate seal of the University of California, as
distinguished from that of a single UC location, should be referred to the
University’s Chief Operating Officer. For information about use of the unofficial
seal of the University, see Section VI.D. below.

Concurrence of UC Legal is required before permission is granted for commercial use of
the name of the University.

Noncommercial Use

In reaching a decision to grant or withhold permission for a use of the University’s name
or an abbreviation of the University’s name, for noncommercial purposes, the following
must be observed:

1. Use of the University’s name to designate such groups as professional
associations, employee organizations, athletic, cultural, and other interest groups
may be granted when deemed in the best interests of the University. For use of
the University’s name by registered campus organizations, please see the latest
edition of UC’s Policies Applying to Campus Activities, Organizations, and
Students. If any doubt exists whether the use will contribute to the best interests
of the University, permission should be withheld.

2. When granted, permission must include the understanding that it does not
involve, either expressly or by implication, the following:

a. any endorsement or sponsorship by the University; in appropriate
circumstances, permission may be made conditional upon a requirement
of an express statement that the University does not endorse or sponsor
the particular activity; and

b. any obligation to provide budgetary support or office space.

3. Chancellors on other campuses should be consulted (perhaps at a meeting of
the Council of Chancellors), when a decision to permit use of the University’s
name on one campus would make it difficult to deny a similar request on another
(e.g., arequest from a chapter or affiliate of an organization with chapters or
affiliates on other campuses).

4. Permission must be granted with the understanding that it may be withdrawn at
any time the delegated authority determines that further usage will not be in the
best interests of the University or that there has been a failure to adhere to the
basis on which the request to use the name or abbreviation was originally
submitted and approved.
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VI.D. Use of the University’s Unofficial Seal

The use of the University’s systemwide seal as well as the campuses’ seals is generally
not permitted except for official purposes and as permitted by the appropriate delegated
authority. Users should also review the UC Brand Guidelines on the University’s seal.

References:

e DA 0865 Policy to Permit Use of the Unofficial Seal
e UC Brand Guidelines Seal
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VIL.E. Regents’ Iltems

VIL.E.1. Actions Requiring Regental Approval

In May, 2018, the Regents adopted Regents Policy 8103: Policy on Capital Project
Matters, which combined a number of Regents Policies and Standing Orders into a
single policy and updated certain dollar thresholds. Regents Policy 8103 requires
Regental approval of certain actions involving gifts. The major gift-related actions
requiring Regental approval are:

1. Gifts of real property consistent with the Capital Financial Plan (CFP) when
the property value exceeds $70 million

2. Acquisition of real property over $20 million not approved in the CFP
3. Exceptions to programs and policies

4. Expenditures without approved funding sources

5. Construction of facilities not previously approved

Before soliciting and accepting a gift in support of a capital project, development
leadership must consult with the appropriate UC location offices responsible for capital
planning and the budget office to determine if prior approval from the Regents is
required.

Per the Charter of the Public Engagement and Development Committee, the Regents
must endorse all campaigns with goals of $250 million or more.

Development offices should consult with IA for information on appropriate
documentation or process to submit items for approval to the Regents.

References:

e Regents Policy 8103: Policy on Capital Project Matters
e Charter of the Public Engagement and Development Committee
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VII. Appendices

VILA. Gift Counting Standards

Below are the methods for reporting fundraising totals:

1.

3.

The cash-based method is used for comparisons with other institutions. It also is
employed for the CASE VSE survey. This reporting convention includes outright
gifts, private grants and payments on pre-existing pledges, but does not include
new pledges. This method of gift reporting is thought to present the best
perspective on the cash flow that derives from private support.

The accrual method includes new, legally binding pledges up to five years in
duration, plus outright gifts and private grants. In this system, payments made on
pledges are not included. The method is thought to present the best perspective
on the level of current fundraising activity.

The revenue accrual method is employed by the University’s accounting office for
its end-of-year audited financial reports. This method also is based on accrual;
however, on the revenue side, unconditional, legally binding pledges are
recorded at the time they are promised, balanced by receivable accounts which
are reduced as pledge payments are received. This method is used in the annual
UC Financial Report.

The University follows CASE annual reporting guidelines. |A prepares an annual report
to the Regents based on CASE Cash standards and Regents reporting standards.
Individual campuses may also establish their own reporting standards, but do need to
comply with the above methods when submitting numbers for standardized reporting.
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