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Building Philanthropy as You Build Your Company:
Questions and Answers for the Early-Stage Entrepreneur
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QSOMEDAY, I WOULD REALLY LIKE TO MAKE A DIFFERENCE IN THIS WORLD BEYOND MY FAMILY AND MY COMPANY.  
BUT RIGHT NOW, I DON’T HAVE ANY LIQUIDITY AND THE VALUE OF THE STOCK I HOLD IN MY COMPANY IS NEGLIGIBLE.  
I KNOW THE COMPANY WILL BE SUCCESSFUL, BUT THERE’S NOTHING I CAN DO NOW, RIGHT?

Actually, there is something you can do now.  Whether your cause is ending world hunger or linking the public 
schools to the Internet, you can begin building value for the philanthropic causes that are important to you as 
you build the value of your company.

HOW WOULD THAT WORK?

You commit a portion of your individual stock in your company, now, to the charitable cause of your choice.  
Then, down the road, when the company is sold or has an IPO or other liquidity event, the enhanced value of 
the shares you pledged will become a resource for the causes you care about.  Simple suggested language for

making early-stage stock gifts appears in this brochure.

MY STOCK HAS NO REAL MARKETABLE VALUE NOW.  WHAT USE IS IT TO CHARITY?

The organization to whom you make such a gift realizes that the resources you have committed will not be 
immediately usable.  But they, like you, believe that your company will succeed, and that your commitment today
will create a substantial resource for the future.

BUT IF I COMMIT SOME OF MY STOCK TO CHARITABLE PURPOSES, WON’T THAT DILUTE THE OWNERSHIP, CONTROL, OR VALUE

OF THE COMPANY?

No.  The key is that you maintain full control of the stock until a stock power is executed to transfer stock to a
charitable organization at the time of an IPO or liquidity event.  Until that time, you maintain full ownership and
exercise full voting rights and other rights of ownership for those shares.  You should consult your tax advisor on

whether the stock power should be executed before or after the liquidity event.

BUT WON’T THE INVOLVEMENT OF SOME OTHER ORGANIZATION, EVEN IF IT IS A CHARITY, COMPLICATE ANY FUTURE DEALS ON

THIS STOCK?

No.  Again, you maintain ownership until the deal is consummated.  Others involved in the transaction, including
other owners, investors, venture capitalists, and purchasers, deal only with you, not with the charity.  You are, in
effect, making a private pledge to make a donation of some of your individually owned shares — not your investor’s

shares or the company shares — at a future date.  Typical financing and related agreements, as well as bylaws and corpo-
rate articles, do not regulate such pledges, or even require that they be reported.
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QTHE “MARKET VALUE” OF MY STOCK RIGHT NOW IS NEGLIGIBLE, BUT WHEN THE COMPANY SUCCEEDS IT WILL BE WORTH

QUITE A BIT. HOW WOULD MY DONATION BE VALUED FOR TAX PURPOSES?

Although you make the commitment now, the actual gift, for tax purposes, does not occur until you transfer
ownership.  Thus your gift will occur when your stock presumably will have a much higher value, and at a time 
when the larger charitable deduction you will receive presumably will be much more valuable to you.

I AM TOTALLY FOCUSED ON BUILDING MY COMPANY RIGHT NOW.  I KNOW THAT I DO WANT TO MAKE A FUTURE COMMITMENT

TO PHILANTHROPY, BUT I HAVEN’T HAD TIME TO GIVE IT A LOT OF THOUGHT, AND I CERTAINLY DON’T HAVE TIME TO

RESEARCH A NUMBER OF NONPROFIT ORGANIZATIONS.  SO WHAT DO I DO?

You are not alone.  Many people, especially busy people, know that they want to make a difference, and may even
know the issues they want to tackle, but haven’t had time to think through the details.  In that case, a partner-
ship with a community foundation may be your best bet.  Through a community foundation, you can set resources

aside in a personalized philanthropic fund — getting maximum tax benefits in the process — and later consider how you
want those resources to be used. You can even ask the foundation’s staff to do the research, administration, and other leg-
work for you. And you can remain involved in making grants over time.  In the Research Triangle area, the Triangle
Community Foundation has extensive experience working with entrepreneurs and others to fulfill their charitable objectives.
Another alternative, offering great flexibility, is to create your own private foundation.  For some entrepreneurs, however, a
private foundation may offer significantly less attractive tax benefits.  Using early-stage stock to fund a private foundation,
therefore, should only be undertaken with careful legal and tax counsel.

WHEN THIS COMPANY SUCCEEDS, IT WILL BE BECAUSE OF THE WORK AND ENERGY OF A WHOLE TEAM OF PEOPLE.  HOW CAN

I INVOLVE THEM IN THIS?

Philanthropy is a great motivator.  Although the stock that you give will be personally held, you may choose to
inform your whole team of your commitment and give them the satisfaction of knowing that some of the value
they are helping to build will ultimately benefit the whole community.  You can involve them now by allowing

them to help choose the causes or organizations your gift will support.  Or, if you create a private foundation or a phil-
anthropic fund in a community foundation, you can reward their hard work by involving them in deciding what causes to
support over time. 

WHAT IF I WANT TO DO THIS ANONYMOUSLY?

Most of the options outlined here can be accomplished anonymously.  For specific advice on giving in ways that 
will maintain your privacy, you may wish to contact the staff of the Catalyst Project, which keeps all inquiries 
strictly confidential.

EVEN THOUGH MY COMPANY IS STILL VERY YOUNG, I KNOW THAT AS AN ENTREPRENEUR I CAN HAVE A BIG IMPACT.  I WANT

TO GIVE BACK BY HELPING OTHERS EXPERIENCE THE SAME SATISFACTIONS AND REWARDS THAT I AM EXPERIENCING.  IS THERE

A WAY THAT I CAN FOCUS MY GIVING TO HELP AND ENCOURAGE OTHERS TO BE ENTREPRENEURS? 

There are several organizations and programs in the Triangle area that encourage and support entrepreneurship in
youth and adults.  For more information, you can contact the Council for Entrepreneurial Development at (919)
549-7500, ext. 104, or the Triangle Community Foundation. 
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A WORD OF CAUTION.
"Timing is everything."  "The devil is in the details."  These clichés are as true in 
philanthropy as they are in your work.  Every person’s situation is unique, and the advice
of competent tax and legal advisors should always be obtained before making a major 
charitable gift. 

AN INVITATION.
As an entrepreneur, you have an opportunity to identify a market need, and creatively
and effectively fill it.  Through gifting early-stage stock, you can also have the satisfaction
of building resources to creatively and effectively address the societal needs and oppor-
tunities that are important to you.  We invite you to join the many other entrepreneurs
in this community who have experienced the excitement and fulfillment of personal 
philanthropy.  For additional information on how you can use early-stage stock to 
accomplish your charitable objectives, please contact Shannon E. St. John at the 
Catalyst Project, (919) 474-8370.

THIS BROCHURE IS CO-PUBLISHED BY THE CATALYST PROJECT, THE TRIANGLE COMMUNITY
FOUNDATION, AND THE COUNCIL FOR ENTREPRENEURIAL DEVELOPMENT.  PUBLICATION IS MADE
POSSIBLE BY A GENEROUS SPONSORSHIP FROM ENO RIVER CAPITAL. 

The Catalyst Project is a comprehensive, community-based program to expand permanent 
philanthropy in all its forms in the Triangle area of North Carolina.  Telephone (919) 474-8370

The Triangle Community Foundation (TCF) helps entrepreneurs and others create personalized
philanthropic funds to address the causes they care about, effectively and with maximum tax
benefits.  Telephone (919) 474-8370.

The Council for Entrepreneurial Development (CED) was formed in 1984 to stimulate the 
creation and growth of high-impact companies in the greater Research Triangle area through
education, capital formation, mentoring and communications. Telephone (919) 549-7500

Eno River Capital, LLC manages The North Carolina Bioscience Investment Fund, LLC, a 
venture capital fund focusing on seed and early-stage investments in life science companies
in North Carolina.  Principals Paul Jones and Daniel Egger can be reached at (919) 680-4511. 

You can contact 
Shannon E. St. John,
Project Director of the 
Catalyst Project, at
(919) 474-8370 

QYOU KNOW, THIS IS ALL REALLY INTRIGUING.
WHERE CAN I GET MORE INFORMATION?



SAMPLE LANGUAGE FOR COMMITTING

EARLY-STAGE STOCK TO CHARITY

Date _______________________________

Name of Charity ______________________

Address _____________________________

In consideration of pledges made by others, I hereby undertake to transfer by gift to

______________________________________(name of charity) ___________ (number) shares of

_________________________________ (class of stock), _________ (value) par value per share, of

______________________________(name of company) (hereinafter “the Company”), a

______________________ (state of incorporation) corporation.  Such transfer will be made 

immediately following the lock-up period if the company completes an initial public offering or 

otherwise will be made within 6 months of the date

that the Company obtains a liquidity event, such as by

merger, sale of assets or otherwise. 

The gift to ____________________________

(name of charity) shall be deemed made at the time

that the stock power is executed to effectuate such

transfer of the shares of stock and until such time, the

stock shall be fully owned by me and I shall exercise

full voting rights and all other rights of ownership

with respect to such shares.

I understand that this constitutes a legally

enforceable pledge.

Sincerely,

____________________________________________
(Signature)

____________________________________________
(Title)

Example:

Date: 

Triangle Community Foundation
P.O. Box 12834
Research Triangle Park, NC  27709

In consideration of pledges made by others, I hereby
undertake to transfer by gift to the Triangle Community
Foundation 25,988 shares of Series A Preferred Stock, $0.001
par value per share, of NetQuest.com (hereinafter “the
Company”), a North Carolina corporation, to create the John
Q. Entrepreneur Fund.  Such transfer will be made immediate-
ly following the lock-up period if the Company completes an
initial public offering or otherwise will be made within 6
months of the date that the Company obtains a liquidity
event, such as by merger, sale of assets or otherwise.  

The gift to Triangle Community Foundation shall be
deemed made at the time that the stock power is executed
to effectuate such transfer of the shares of stock and until
such time, the stock shall be fully owned by me and I shall
exercise full voting rights and all other rights of ownership
with respect to such shares.

I understand that this constitutes a legally enforceable
pledge.

Sincerely,
John Q. Entrepreneur
President



Fred D. Hutchison, Chairman
Attorney, Hutchison & Mason PLLC
Board of Directors, TCF

Michael Warner, Co-Chairman
Founder, Atwork Corporation
Founder, D. Michael Warner Foundation
Advisor, Michael Warner and 
Elizabeth Craven Fund, TCF

Paul Jones
Principal, Eno River Capital
President, Council for 
Entrepreneurial Development
Advisor, Jones Family Fund, TCF

John McConnell
Chairman, A4 Health Systems

Frank A. Daniels, III
Chairman and CEO, Total Sports 
Chairman, KOZ.com
Advisor, Teresa and Frank Daniels 
Charitable Fund, TCF

William M. Moore, Jr.
Founder
Trident Securities, Inc.
Advisor, Moore Family Fund, TCF

Monica Doss
Executive Director, Council for 
Entrepreneurial Development

Mitch Mumma
General Partner, InterSouth Partners

Chris Evans
Managing Partner, The Deepwood Group

The members of the Entrepreneurs Advisory Committee are committed to helping our community expand

its philanthropic base and to encouraging and assisting entrepreneurs to become involved in philanthropy,

in whatever form and for whatever purposes are important to them.

Nothing contained herein should be construed as constituting legal or tax advice.

©1999 Triangle Community Foundation 
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ENTREPRENEURS ADVISORY COMMITTEE


