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Further to our discussion yesterday of Leon making charitable gifts of art to a private foundation, please see the attached
article by Morthern Trust. It contains a good overview of the requirements for receiving a fair market value charitable
deduction for gifts of art to a private operating foundation (while Leon could gift art to a private non-operating
foundation, his charitable deduction would be limited to cost basis). These requirements include that:

s The art must constitute capital gain property (e.g., appreciated art held for more than 1 year);

* The art must be used by the recipient organization in a way that relates to its charitable mission (otherwise
deduction is limited to cost basis)-the “related use test”: and

* The recipient organization cannot sell the donated work of art for three years after the gift (this fails the related
use test) unless the donee organization certifies that:

o such sale was substantially related to its exempt purpose or

o the done organization intended to use the work for a related use but that related use became impossible
of infeasible.

As the Northern piece is from last July, it is possible (but unlikely) that some of these rules were update. If we are moving
forward with the plan we discussed yesterday, does it make sense to have a follow up meeting to discuss additional details
such as:

(i) What the Foundation's specific charitable purpose will be and how the use of the donated art will be related
to that purpose—as well as what we need to do to achieve this purpose (create a museum, find exhibition
space, create a lending program, etc.);

(i) How it will qualify as a private operating foundation (how it will satisfy the income test and either the assets
test, endowment test or support test).

(ii) Where the art will be stored after it is gifted to the foundation (it cannot remain on Leon’s walls), (i) as a
“disqualified person” under the private foundation rules, what power and decision making authority can Leon
have over the use of the art?

Please let me know if you would like my invalvement with this project.

Ada Clapp

Elysium Management LLC
445 Park Avenue

Suite 1401

EFTA00662695



IRS Circular 230 Disclosure: Pursuant to IRS regulations, | inform you that any tax advice contained in this communication
(including attachments) is not intended or written to be used, and cannot be used, by any person or entity for the
purposes of (i) avoiding tax related penalties imposed by any governmental tax authority, or (i} proposing, marketing or
recommending to another party any transaction or matter discussed herein. | advise you to consult with an independent
tax advisor on your particular tax circumstances.

This communication and any attachment is for the intended recipient(s) only and may contain information that is
privileged, confidential and/or proprietary. If you are not the intended recipient, you are hereby notified that further
dissemination of this communication and its attachments is prohibited. Please delete all copies of this communication
and its attachments and notify me immediately that you have received them in error. Thank you.
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