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3E1410 1000

wm 990-PF

Department of the Treasury
Internal Revenue Service

NOTICE 2008-6 STATUS CHANGE

Return of Private Foundation
or Section 4947(a)(1) Trust Treated as Private Foundation
P Do not enter Sacial Security numbers on this form as it may be made public.

» Information about Form 990-PF and its separate instructions is at www.irs.gov/form990pf KSR GCETITRUE TI{l]

| OMB No 1545-0052

2013

For calendar year 2013 or tax year beginning

, 2013, and ending

, 20

Name of foundation

C

A CANNON CHAR TRUST NO. 3

A Employeridentification number

58-1360259

Number and street {or P.Q. box number if mail is not delivered to street address)

1525 W W.T. HARRIS BLVD. D1114-044

Roam/suite

Telephone number (see instructions)

704-262-2347

City or town, state or province, country, and ZIP or foreign postal code

CHARLQOTTE, NC 28262

G Check all that apply:

Initial return
Final return
Address change

Initial return of a former public charity
Amended return
Name change

D

H Check type of organization: m Section 501(c)(3) exempt private foundation
Other taxable private foundation

Section 4947(a)(1) nonexempt charitable trust

Fair market value of all assets at
end of year (from Part ll, col. (c), line

J Accounting method:lj Cash |__’ Accrual
l:l Other (specify)

If exemption application 1s
pending, check here

1 Foreign organizations, check here  « > I__—]

2 Foreign organizattons meeting the
85% test, check here and attach
computation

If private foundation status was terminated
under section 507(b)(1)(A), check here . > I:l

If the foundation 1s in a 60-month termination
under section 507(b){(1)(B},check here . P

16) » $ 19,364,282. (Part I, column (d) must be on cash basis.)
j H (d) Disbursements

Q,?Z'X?fm?,zgtﬁ‘f,? Qgﬁ,nf,?sd(,gf‘ﬂf"as,,%s,dﬂThe (a;XRpee‘;eS':epZ':d (b) Net investment {c) Adjusted net for charitable

may not necessarily equal the amounts in books income Income purposes
column (a) (see instructions) ) {cash basis only)

1 Contributions, gifts, grants, etc , received (attach schedule) .

2 cnesc [ X] T joundaton snot requredc

3 Interest on savings and temporary cash investments

4 Dividends and interest from securities . . . . 363,781. 361,216. STMT 1

Ba Grossrents . . . . .. i e a e n e e

b Net rental income or (loss)

o| 6a Net gainor (loss) from sale of assets not on line 10 161 I 903.

2| b Gromslesoreetoral 9 211,215,

3 7 Capital gain net income {from Part IV, line 2} . 161, 903.

& 8 Netshorttermcapitalgan . ... .....

9 Income modifications « + + « =+ - - .- s
10 a Gross sales less returns
and allowances * » * *
b Less. Cost of goodssold .
¢ Gross profit or (loss) {attach schedule) | . _ .
11 Other income (attach schedule) ., , , . . . .
12 Total. Add lines 1 through 11 . . . . . . . . 525, 684 . 523,119.
13 Compensation of officers, directors, trustees, etc | | 122,206. 85,108. 37,098.

" 14 Other employee salaries and wages . . . . . NONE NONH

§ 15 Pension plans, employee benefits |, , ., , . . NONH NONE

2l16a Legal fees (attach schedule) _ | STMT 6 . 42,307 NONE NONH 42,307.

| b Accounting fees (attach schedule)STMT 7 400. NONH NONEH 400.

@ ¢ Other professional fees (attach schedule) . . .

.}:-_6 17 Interest. . . . v v v v v v o o v v v e o

,‘Z‘ 18 Taxes (attach schedule) (see mstrucnons)sTMT. 8 . 2 11 449 | 13 ! 515.

E 19 Depreciation {attach schedule) and depletion ,

@20 Occupancy . .. ..............

B|21 Travel, conferences, and meetings . . . . . . 44 ] NONE NONE 44,

®(22 Printing and publications L . . . .. . . . . 240. NONE NONH 240.

g 23 Other expenses (attach schedule) STMT. 9 . 9,556, 348. 9,208.

g 24 Total operating and administrative expenses.

& Add lines 13 through 23 . . . . . .. ... 196,202, 98,971. NONH 89,297.
25 Contnbutions, gifts, grantspad . . . . . .. 610,719, 610,719.
26 Total exp and disbur Add lines 24 and 25 806,921. 98,971. NONH 700, 016.
27 Subtract line 26 fromline 12.

a8 Excess of r over exp and disbur . . '281, 237 J
b Net investment income {if negative, enter -0-) 424,148.
¢ Adjusted netincome (if negative, enter -0-}. . /'

Form 990-PF (20%
12



Form 890-PF (2013) 58-1360258 Page 2
Attached schedules and amounts in the Beginning of year End of year
Balance Sheets dexcrotoncolim aiobe o ens<tvesr | Ve Vove |l Book Valos | (e Fa Warkat vale
1 Cash-non-interest-bearing . . . . . v v v v v v v v m e 750. 187. 187.
2 Savings and temporary cash investments , ., . . ., ... ... 187,878. 414,346, 414, 346.
3  Accounts receivable » __ ______________________.
Less. allowance for doubtful accounts » ______________
4 Pledges receivable »_______ ________ __________
Less. allowance for doubtful accounts » ___ ___________
5  Grantsreceivable . . . .. ... ... ... .. ...,
6 Receivables due from officers, directors, trustees, and other
disqualified persons (attach schedule) (see instructions) . . . .
7 Other notes and loans receivable (attach schedule}) » _
Less allowance for doubtful accounts » __ NONE
#| 8 Inventornes forsaleoruse | ., ... .. .......
§ 9 Prepaid expenses and deferredcharges , . . ... ... ...
<10 a Investments- U.S. and state governmentobllganons(anacsmula_o_ 1 ; 025 f 902. 1 ; 034 ’ 783.
b Investments - corporate stock (attach schedule) . STMT 12 9,908,000. 16,714,805.
¢ Investments - corporate bonds (attach schedule}. STMT 14 1,087,815. 1,123,839.
11 Investments- land, buildings, >
and equipment basis P e
Less accumulated depreciation P
(attach schedule) =W e
12 Investments - mortgageloans . . . . . ... .. ... 0.
13 Investments - other (attach schedute) . . . . . . STMT 186, 12,605,160. 76,721 . 76,322.
14 Land, bulldings,and >
equipment bass Y _ _ _ ___ o ___
Less accumulated depreciation S
(attach schedule) ¥ o
15  Other assets (descnbe P> SEE_ATTACHED STATEMENT )
16 Total assets (to be completed by all filers - see the
Instructions. Also, see page 1,item 1) . . . . ... ... ... 12,793,788. 12,512,971. 19,364,282.
17 Accounts payable and accrued expenses , , . . . ... ...
18 Grantspayable _ _ ., .. .. ..............
$|19 Deferredrevenue ., . .. ....... e e e e e
E 20  Loans from officers, directors, trustees, and other disqualified persons
_'§ 21 Mortgages and other notes payable {attach schedule) , , . . .
—!|22~ Other liabilities (describe » ___ )
23 Total liabilities (add lines 17 through 22) . . . .. ... ... NONE
Foundations that follow SFAS 117, check here . bl_l
" and complete lines 24 through 26 and lines 30 and 31.
§ 24 Unrestnicted . . . . . . . i e e e e e e e e e e e
=|25 Temporanlyrestncted . . ... ... ... ... ... ...
: 26 Permanentlyrestncted » « « ¢ o o oo o000 L
g Foundations that do not follow SFAS 117, . . . P
* check here and complete lines 27 through 31.
: 27 Capital stock, trust princtpal, or current funds . . . . . . . . . 12,793,788. 12,512,971.
§ 28  Paid-in or capital surplus, or land, bldg , and equipmentfund |, , . . .
2 29 Retained earnings, accumulated income, endowment, or other funds ., .
'26 30 Total net assets or fund balances (see instructions) , , . . . . 12 N 793 N 788. 12,512,971,
31 Total liabilities and net assets/fund balances (see
INSTIUCHONS) &+ & 4 o v v e e e e o e o v oo u o e o o e s 12,793,788. 12,512,971.
Analysis of Changes in Net Assets or Fund Balances
Total net assets or fund balances at beginning of year - Part II, column (a), line 30 (must agree with
end-of-year figure reported on prioryear'sreturn). . . .., 1 12,793,788.
2 EnteramountfromPartl line27a . ... .. ... 2 -281,237.
3 Other increases notincluded in line 2 (itemize) » SEE STATEMENT 17 3 420.
4 Addlines 1,2,and3 | L 4 12,512,971.
5 Decreases notincluded in line 2 {itemizey» 5
6 Total net assets or fund balances at end of year {line 4 minus line 5) - Part I, column {b),line30 . ... ]| 6 12,512,971.

JSA
3E1420 1000

DMM923 5892 05/06/2014 10:31:59

Form 990-PF (2013)




, 58-1360259

Form 990-PF (2013} Page 3
Capital Gains and Losses for Tax on Investment Income
{a) List and describe the kind(s) of property sold (e g., real estate, ﬂﬂ;"é a(c) Dat% {d) Date sold
2-story brick warehouse, or common stock, 200 shs. MLC Co.} S'_Elgﬁ::;z (mcff'gé';i yr.) (mo., day, yr.)
1a PUBLICLY TRADED SECURITIES
b
¢
d
e
a 2,211,215, 2,049,312, 161,903,
b
c
d
e
Complete only for assets showing gan in column (h) and owned by the foundation on 12/31/69 {1) Gains {Col. {h) gain minus
(i EMV. as of 12/31/69 (i} Adjusted bass (';)\,Efgf,fs(ﬁf ,ff:,';,:,') ! “‘L)afsfs"(?fo'ﬁfiéf.’ a(:);O—) >
a 161,903,
b
c
d
e
2 Capital gain net income or {net capital loss) If gain, also enter in Part |, fine 7 }
If (loss), enter -0- in Part |, line 7 2 161,903.
3 Net short-term capital gain or (loss) as defined in sections 1222(5) and (6):
If gain, also enter in Part |, line 8, column (c) (see instructions). If (loss), enter -0- in }
Partl, line 8 . . . . . . e e e e e e e 3
Qualification Under Section 4940(e) for Reduced Tax on Net Investment Income N/A

(For optional use by domestic private foundations subject to the section 4340(a) tax on net investment income.)
If section 4940(d)(2) applies, leave this part blank.
Was the foundation liable for the section 4942 tax on the distributable amount of any year in the base period? |:| Yes D No

If "Yes," the foundation does not qualify under section 4940(e). Do not complete this part.
1 _Enter the appropriate amount in each column for each year; see the instructions before making any entries.

(a) (d)
(b) (e)
Calendar s:;ioeet:xoiz:e:;:mnmg n) Adjusted qualifyingdistnbutions Net value of nancharitable-use assets (col I(D!;)sté:er;;%nb?ggl {c)
2012
2011
2010
2009
2008
2 Totalofline 1,column(d) | . . .. . . .. ... ... . .. ... 2
3 Average distribution ratio for the 5-year base period - divide the total on line 2 by 5, or by the
number of years the foundation has been in existence ifless than S years . . . .. ... . .. 3
4 Enter the net value of noncharitable-use assets for 2013 from Part X, line5 == == 4
5 Multplylinedbyline3 L 5
6 Enter 1% of net investment income (1% of Part I, line 27b) . .. . .. ... .. . . 6
7 AddlinesSand 6, . L 7
8 Enter qualifying distributions from Part Xll, hne 4 . .. ... ... .. ... .. 8

If line 8 is equal to or greater than line 7, check the box in Part VI, line 1b, and complete that part using a 1% tax rate. See the
Part VI instructions.
JsA Form 990-PF (2013)
3E1430 1000

DMM923 5892 05/06/2014 10:31:59 14 -




Form 990-PF (2013) 58-1360259
Excise Tax Based on Investment Income (Section 4940(a), 4940(b), 4940(e), or 4948 - see instructions)

Page 4

3E1440 1000

DMM923 5892 05/06/2014 10:31:59

15

1a Exempt operating foundations described in section 4940(d)(2), check here P> u and enter "N/A" on line 1
Date of ruling or determinationletter _ _ _ _ _ ___ _ _______ (attach copy of letter if necessary - see instructions)
b Domestic foundations that meet the section 4940(e) requirements in Part V, check 1 8,483.
here » [ and enter 1% of Part I, ne 276 . . . ..
¢ All other domestic foundations enter 2% of line 27b. Exempt foreign organizations enter 4% of
Part |, line 12, col. (b).
2 Taxunder section 511 {domestic section 4947(a)(1) trusts and taxable foundations only Others enter -0-) 2
3 Addines Tand 2. . . . ... e e e 3 8,483.
4 Subtitle A {income) tax {domestic section 4947(a){1) trusts and taxable foundations only. Others enter -0-) . , . 4 NONE
5 Tax based on investment income. Subtract line 4 from line 3. If zero orless,enter-0- , . . . .. ... .... 5 8,483.
6 Credits/Payments
a 2013 estimated tax payments and 2012 overpayment credited to 2013, , , ., [ _6a 6,502.
b Exempt foretign organizations - tax withheld atsource , . . . . .. ... ... 6b NONE
¢ Tax paid with application for extension of time to file (Form 8868) , , _ . . . . 6¢c NONE
d Backup withholding erroneouslywithheld , , , . . . . ... ........ 6d
7 Total credits and payments. Add lines 6a through Bd -« - « = v v v 4 e v v b b et e e e e e e 7 6,502.
8 Enter any penalty for underpayment of estimated tax. Check here D if Form 2220 s attached . . ... .. 8
9 Tax due. If the total of lines 5 and 8 1s more than line 7, enter amountowed , . . . . . . ... ...... > 9 1,981,
10 Overpayment. If line 7 1s more than the total of lines 5 and 8, enter the amount overpaid . , . . ., . . . .. > 10
11 Enter the amount of line 10 to be Credited to 2014 estimated tax » NONE Refunded | 11
Statements Regarding Activities
12 During the tax year, did the foundation attempt to influence any national, state, or local legislation or did it participate Yes [ No
orintervene In any political campaign? . . . . . . . L L L e i e e e e e e e e e e e e e e e e la X
b Did 1t spend more than $100 durning the year (either directly or indirectly) for political purposes {see Instructions for the
definItON)? L e e e e e e e e e e e e e e e e e 1b X
If the answer is "Yes" to 1a or 1b, attach a detailed description of the activities and copies of any matenals published or
distributed by the foundation in connection with the activities.
¢ Did the foundation file Form 1120-POL forthis year? | | . . . . . . . . . . o e e 1c X
d Enter the amount (if any) of tax on political expenditures (section 4955) imposed during the year
(1) On the foundation P $ {2) On foundation managers. P $
e Enter the reimbursement (if any) paid by the foundation during the year for political expenditure tax imposed on
foundation managers. P $
2 Has the foundation engaged in any activities that have not previously been reported tothe IRS?_ _ . . . . . .. ... ... 2 X
If "Yes," attach a detailed description of the activities.
3 Has the foundation made any changes, not previously reported to the IRS, in its governing instrument, articles of incorporation,
or bylaws, or other similar instruments? If "Yes,” attach a conformed copy ofthe changes . . . . . . . . . . v v v v o v . .. 3 X
4a Did the foundation have unrelated business gross income of $1,000 or more duningthevyear?, . . . . . . . . . . . .. .. 4a X
b if "Yes," has it filed a tax return on Form 990-T forthisyear? | | . . . . . . . . . . @ v i e e e, 4b
5 Was there a iquidation, termination, dissolution, or substantial contraction duringthe year?, | . . . . . .. . . . . . . ... 5 X
If "Yes," attach the statement required by General Instruction T
6 Are the requirements of section 508(e} (relating to sections 4941 through 4845) satisfied either
® By fanguage in the governing instrument, or
e By state legislation that effectively amends the governing instrument so that no mandatory directions that conflict
with the state law remain in the governing INStrUMENt? . © . . . . . . L L i i v i i e ettt e e e e e e e 6 X
7 Did the foundation have at least $5,000 in assets at any time during the year? If "Yes,” complete Part ll, col (c), and Part XV 7 X
8a Enter the states to which the foundation reports or with which 1t 1s registered (see instructions) P
e NG e
b If the answer i1s "Yes" to line 7, has the foundation furnished a copy of Form 990-PF to the Attorney General {or designate)
of each state as required by General Instruction G? If "No," attach explanation, . . . . . . . . v v v v v v v e e e i 8b X
9 Is the foundation claiming status as a private operating foundation within the meaning of section 4942())(3) or
4942())(5) for calendar year 2013 or the taxable year beginning 1n 2013 (see instructions for Part XIV)? If "Yes," complete
Part XIV, o o o e e e e e e e e e e 9 X
10 Did any persons become substantial contributors during the tax year? If "Yes,” attach a schedule listing their names and
L e (- T S S T T T T T T T S oSS 10 X
Form 990-PF (2013)
JSA



Form 990-PF (2013) 58-1360259 Page 5
Statements Regarding Activities (continued)
11 At any tme dunng the year, did the foundation, directly or indirectly, own a controlled entity within the

meaning of section 512(b)(13)? If "Yes," attach schedule (see instructions). . . . . . . . . . . . . . . v v v v .. 11 X

12 Did the foundatton make a distribution to a donor adwised fund over which the foundation or a disqualified

person had advisory privileges? If "Yes," attach statement {see INStructions) . . . . . . . v v v it ot e e e e e 12 X
13 Did the foundation comply with the public inspection requirements for its annual returns and exemption application? , ., . . | 13 X
Website address b_________________________N_/A __________________________________________________
14 The books are in care of »__WELLS FARGO BANK NA Telephone no. »(704)262-2347
Located at »_ 1525 WEST W T HARRIS BLVD, CHARLOTTE, NC__________ 2p+4 »_ 28288 __
15 Section 4947(a)(1) nonexempt charitable trusts filing Form 990-PF in lieu of Form 1041 -Check here . - « « + v v v v« o v o v v oW | 4 I:[
: and enter the amount of tax-exempt interest received or accrued duringtheyear. , . . . . v v v v v v v v v o .. > I 15 l
16 At any tme during calendar year 2013, did the foundation have an interest 1n or a signature or other authority Yes | No
over a bank, securities, or other financial account in a foreign country?. . . . . . . . . . e s e e e e e e e e, 16 X
See the instructions for exceptions and filing requirements for Form TD F 90-22.1. If "Yes," enter the name of
the foreign country P
Statements Regarding Activities for Which Form 4720 May Be Required
‘ File Form 4720 if any item is checked in the "Yes" column, unless an exception applies. Yes | No
! 1a During the year did the foundation (either directly or indirectly).
‘ (1) Engage In the sale or exchange, or leasing of property with a disqualified person? . . . ... ... |:| Yes E No
(2) Borrow money from, lend money to, or otherwise extend credit to (or accept 1t from) a
disqualified Person? . . . . . . L L L e e e e e e e e e e e e e e e Yes No
{3) Furnish goods, services, or facilities to {or accept them from) a disqualified person?, , . . .. .. . Yes No
(4) Pay compensation to, or pay or reimburse the expenses of, a disqualified person? ., , . . .. ... Yes No
(5} Transfer any income or assets to a disqualified person (or make any of either available for
the benefit or use of a disqualified person)?. . . . . . . . . . . i i i i e e e e e e I:l Yes E No
: (6) Agree to pay money or property to a government official? (Exception. Check "No" If the
foundation agreed to make a grant to or to employ the official for a period after
termination of government service, If terminating within 90days.) . . . . . ... ... ... ... I:I Yes E No
b If any answer I1s “Yes" to 1a(1}(6), did any of the acts fal to qualify under the exceptions described in Regulations
section 53.4941(d)-3 or in a current notice regarding disaster assistance {see INStrUCtoNS)? + « + v « ¢ 4 4 = v 4 e 4.0 0. . 1b X
Organizations ;elylng on a current notice regarding disaster assistance check here, . . . . ... .. ..... > I:]
¢ Did the foundation engage in a prior year in any of the acts described in 1a, other than excepted acts, that
were not corrected before the first day of the tax year beginning in 20132 | ., . . . . . . . . v v i i e e 1c X
2 Taxes on falure to distribute income (section 4942) (does not apply for years the foundaton was a private
operating foundation defined in section 4942())(3) or 494 2(;)(5))
a At the end of tax year 2013, did the foundation have any undistnibuted income (lines 6d and
6e, Part XIll) for tax year(s) beginning before 20132, . . . . . . . . . . i 0 e e e e e Yes E No
If "Yes," list the years » __ o o .
b Are there any years listed in 2a for which the foundation is not applying the provisions of section 4842(a)(2)
(relating to incorrect valuation of assets) to the year's undistributed income? (If applying section 4942(a){2) to
all years listed, answer "No" and attach statement - see INStructions.) . . . . . . . . v v v v it e e e e e e 2b X
¢ If the provisions of section 4942(a)(2) are being applied to any of the years listed in 2a, list the years here.
» _ e P .
3a Did the foundation hold more than a 2% direct or indirect interest in any business enterprise
atanytimeduring the year? . . . . . L . L L. L. L e e e e e e e e e e e e I:I Yes E No
b If "Yes," did it have excess business holdings in 2013 as a result of {1) any purchase by the foundation or
disqualified persons after May 26, 1969; {2) the lapse of the 5-year period {or longer period approved by the
Commussioner under section 4943(c)(7)} to dispose of holdings acquired by gift or bequest, or (3} the lapse of
the 10-, 15, or 20-year first phase holding period? (Use Schedule C, Form 4720, to determine if the
foundation had excess business holdings in 2013.) ., . . . . . . . i e e e 3b
4a Did the foundation invest during the year any amount in a manner that would jeopardize its charitable purposes? . . . . . . . . 4a X
b Did the foundation make any investment in a prior year {but after December 31, 1969) that could jeopardize its
chantable purpose that had not been removed from jeopardy before the first day of the tax year beqinning in 2013? 4b X
Form 990-PF (2013)

JSA
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Form 990-PF (2013) 58-1360259

Page 6

K1 AVI[3:J Statements Regarding Activities for Which Form 4720 May Be Required (continued)

5a During the year did the foundation pay or incur any amount to.
(1) Carry on propaganda, or otherwise attempt to influence legislation {section 4945(e)}? . . . . . . D Yes No
(2) Influence the outcome of any specific public election {see section 4955); or to carry on,
directly or indirectly, any voter registration drive? . . . . . . . . . .t s e e e e e e e e Yes No
(3) Provide a grant to an individual for travel, study, or other ssmilarpurposes?, . . . . . . . ... . Yes No
(4) Provide a grant to an organization other than a charntable, etc., orgamization described n
section 509(a)(1), (2), or (3), or section 4940(d)(2)? (see instructions) . . . ... ........ ':] Yes No
{5} Provide for any purpose other than religious, charitable, scientific, literary, or educational
purposes, or for the prevention of crueity to children orammals?, . . . . ... ... ... ... D Yes No
b If any answer is "Yes" to 5a(1H5), did any of the transactions fall to qualify under the exceptions described In
Regulations section 53.4945 or in a current notice regarding disaster assistance {(see instructions)? . . . . . . .. . ... 5b
Organizations relying on a current notice regarding disaster assistance check here . . . . . . . . v v v v v v v v v . » D
c If the answer 1s "Yes" to question 5a(4), does the foundation clam exemption from the tax
because it maintained expenditure responsibility forthegrant?> , . . . . . . . .. .. ... . ... ':l Yes I:] No
If "Yes," attach the statement required by Regulations section 53 4945-5(d).
6a Did the foundation, during the year, receive any funds, directly or indirectly, to pay premiums
onapersonal benefit contract? | | |, . L. L L L L e e e e e Yes No
b Did the foundation, during the year, pay premiums, directly or indirectly, on a personal benefit contract? . . . . .. .. .. 6b X
If "Yes" to 6D, file Form 8870.
7a At any time during the tax year, was the foundation a party to a prohibited tax shelter transaction? . . \:] Yes No
b _If "Yes," did the foundation receive any proceeds or have any net income attributable to the transaction? . . . . . . . . .. 7b

Part VIl
- and Contractors

Information About Officers, Directors, Trustees, Foundation Managers, Highly Paid Employees,

1 List all officers, directors, trustees, foundation managers and their compensation (see instructions).

(b} Title, and average (c} Compensatian (d) Contnbutions to

{e} Expense account,

{a) Name and address hours per week (If not paid, employee benefit plans
devoted to position enter -0-) and deferred compensation other allowances
SEE STATEMENT 18 122,206,

2 Compensation of five highest-paid employees (other than those included on line 1 - see instructions). If none, enter

"NONE."

{d) Contnbutionsto
employee benefit
plans and deferred
compensation

{b} Title, and average
hours per week
devoted to position

{a) Name and address of each employee paid more than $50,000 {c} Compensation

{e} Expense account,
other allowances

NONE NONE NONE NONE
Total number of other employees paid over $50,000 . . . . . . . v v v i e e > NONE

Form 990-PF (2013)
JSA

3E1460 1000

DMM923 5892 05/06/2014 10:31:59
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58-1360259

Form 990-PF (2013)

Page 7

i:eA'lIl Information About Officers, Directors, Trustees, Foundation Managers, Highly Paid Employees,

and Contractors (continued)

3 Five highest-paid independent contractors for professional services (see instructions). if none, enter "NONE."

{a)} Name and address of each person paid more than $50,000 {b) Type of service {c) Compensation
NONE NONE
Total number of others receiving over $50,000 for professional SErvices . . . . . v v v v v v v v v v v v v o v e > NONE
Part IX-A Summary of Direct Charitable Activities
List the foundation’s four largest direct charitable activities during the tax year Include relevant statistical information such as the number of €
xpenses
organizations and other beneficiaries served, conferences convened, research papers produced, etc.
INONE _ _ e
2
3
4
Part IX-B Summary of Program-Related Investments (see instructions)
Describe the two largest program-related investments made by the foundation during the tax year on lines 1 and 2. Amount
WNONE e
2

JSA
| 3E1465 1000

DMM923 5892 05/06/2014 10:31:59

Form 990-PF (2013)
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"Form 990-PF (2013) 58-1360259 Page 8
Minimum Investment Return (All domestic foundations must complete this part. Foreign foundations,
see instructions.)
1 Fair market value of assets not used (or held for use) directly in carrying out charitable, etc.,
purposes:
a Average monthly fair market value of securities .~ ... ... ... 1a 19,364,280.
b Average of monthly cash balances . | | . . . .. ... .. ... .. .. ... 1b 256,647.
¢ Fair market value of all other assets (see instructions) . . . ... ... 1c NONE
d Total (addlines 1a,b,andc) . | . . . . ... 1d 19,620,927.
e Reduction claimed for blockage or other factors reported on lines 1a and
1c {attach detailed explanation) == = . . . ... .. .. ... .. L1e I
2 Acqursition indebtedness applicable to line 1assets ... ... ... ... 2 NONE
3 Subtractline 2 fromline 1d ... ottt 3 19,620,927,
4 Cash deemed held for charitable activities. Enter 1 1/2% of line 3 (for greater amount, see
INStructions) 4 294,314,
5 Net value of noncharitable-use assets. Subtract line 4 from line 3. Enter here and on Part V, line 4 | 5 19,326,613.
6 Minimum investment return. Enter 5%ofline5 | . . . . . ... ... ... ... 6 966,331.
Distributable Amount (see instructions) (Section 4942(j}(3) and (j){5) private operating foundations
and certain foreign organizations check here p |_| and do not complete this part.)
1 Minimum investment return fromPart X, line 6 . . . . . . . v v v i i i s e e e e e e e e e 1 966,331.
2a Taxon investment income for 2013 from Part VI, line5 _ . . | 2a 8,483.
b Income tax for 2013. (This does not include the tax from Part VI.) | 2b
¢ Addlines2aand2b ... .. .. .. .. ... .. .. 20 8,483.
3 Distributable amount before adjustments. Subtract line 2¢ fromline 1, . . . . . . . .. ... .. ... 3 957,8438.
4  Recoveries of amounts treated as qualifying distributions |, , .. .. .. .. .. .. .. .. ... . 4 NONE
5 Addlines3andd ... ... ... 5 957,848,
6 Deduction from distributable amount {see instructions), . . . . . .. ... ... ... ... ... .. 6 NONE
7 Distributable amount as adjusted. Subtract line 6 from line 5. Enter here and on Part Xlll,
[T Y=Y P I T 7 957,848.
Qualifying Distributions (see instructions)
1 Amounts paid (including administrative expenses) to accomplish charitable, etc., purposes:
a Expenses, contributions, gifts, etc. - total from Part |, column (d), line 26 . . . . . ... . ... . 1a 700,016.
b Program-related investments - total from Part IX-B ... ... ... .. 1b
2 Amounts paid to acquire assets used (or held for use) directly in carrying out charitable, etc.,
PUMBOSES | . 2 NONE
3 Amounts set aside for specific charitable projects that satisfy the
a Suitability test (prior IRS approvalrequired) . . . . .. ... ... ... 3a NONE
b Cash distribution test (attach the required schedule) . . . . . . . .. .. ... .. ... ... ... 3b NONE
4  Qualifying distributions. Add lines 1a through 3b. Enter here and on Part V, line 8, and Part XIll, ine 4_ | _ | _ . 4 700,016.
5 Foundations that qualify under section 4940(e} for the reduced rate of tax on net investment income.
Enter 1% of Part |, line 27b (see instructions) , _ . . . . . . . . . . . . . .. 5
6  Adjusted qualifying distributions. Subtract line 5 fromlined4 .. . 6 700,016.
Note. The amount on line 6 will be used in Part V, column (b), in subsequent years when calculating whether the foundation
qualifies for the section 4940(e) reduction of tax in those years.
Form 990-PF (2013)
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. 58-1360259

Form 990-PF {2013) Page 9
ZIi @[l Undistributed Income (see instructions)
(a) (b) (c) (d)
1 Distributable amount for 2013 from Part XI, Corpus Years prior to 2012 2012 2013
ne? L e 957,848.
2 Undistnbuted income, if any, as of the end of 2013.
a Enter amountfor2012only ., .. . ... ... NONH
b Total for prioryears 20 11 ,20 ,20 NONH
3 Excess distributions carryover, If any, to 2013.
a From2008 , . ., .. NONE
b From2009 . , . ... NONE
¢ From2010 , , . ... NONE
d From2011 , .. ... NONE
e From2012 , . . ... NONE
f Total of lines3athroughe . . . . . .. .... NONE
4 Qualifying distributions for 2013 from Part XIl,
lined: P & 700,016.
a Applied to 2012, but not more than line 2a , , . NONH
b Applied to undistributed income of prior years
(Election required - see Iinstructions} ., . . . . . . NONE
¢ Treated as distributions out of corpus (Election
required - see instructions) ., ., , ... ... .. NONE
d Applied to 2013 distributable amount , , , . . 700,016.
e Remaining amount distnbuted out of corpus NONH
5 Excess distnbutions carryover applied to 2013 | NONE NONE
{If an amount appears in column (d), the same
amount must be shown in column (a) )
6 Enter the net total of each column as
indicated below:
a Corpus. Add lines 3f, 4¢, and 4e. Subtract line 5 NONH
b Prior years’ undistnbuted income. Subtract
line 4b fromlne2b . . .. .. .. ... NONH
¢ Enter the amount of prior years’ undistributed
income for which a notice of deficiency has
been i1ssued, or on which the section 4942(a)
tax has been previouslyassessed . . . . . . .. NONE
d Subtract line 6¢ from line 6b. Taxable
amount - see instructions , , , . . ... .... NONH
e Undistributed income for 2012. Subtract line
4a from line 2a. Taxable amount - see
INSTIUCLIONS &+« v & v v v v v v v v e e e e NONH
f Undistributed income for 2013. Subtract lines
4d and 5 from line 1. This amount must be
distnbutedin2014 ., , , ... ........ 257 ; 832.
7 Amounts treated as distributions out of corpus
to satisfy requirements imposed by section
170(b)(1)F) or 4942(g)(3) (see instructions) NONE
8 Excess distributions carryover from 2008 not
applied on line 5 or line 7 (see instructions) _ , . NONH
9 Excess distributions carryover to 2014.
Subtract lines 7 and 8 fromline6a , , , . . .. NONK
10 Analysis of line 9:
a Excess from 2009 . . . NONE
b Excess from 2010 . . . NONE
¢ Excess from 2011 NONE
d Excess from 2012 NONE
e Excess from 2013 . . . NONE
Form 990-PF (2013)
JSA
3E1480 1000
DMM923 5892 05/06/2014 10:31:59 20 -




Form 990-PF (2013) 58-1360259 Page 10
m Private Operating Foundations (see instructions and Part VII-A, question 9) NOT APPLICABLE

1a If the foundation has received a ruling or determination letter that it is a prnivate operating

foundation, and the ruling Is effective for 2013, enter the date oftherulng . . . . . .. .. ... 4
b Check box to indicate whether the foundation is a private operating foundation described in section J | 4942())(3) or [ L4942(1)(5)
2a Enter the lesser of the ad- Tax year Prior 3 years (e) Total
Justed net income from Part {a) 2013 {b) 2012 {c} 2011 {d) 2010

| or the minimum investment
return from Part X for each
year histed

€ Qualifying distnibutions from Part
XIl, line 4 for each year histed

d Amounts included in line 2c not
used directly for active conduct
of exempt activities « + .+ + .

€ Qualfying distnbutions mads
directly for active conduct of
exempt activites Subtract line
2dfromlne2c , , , , , .
3 Complets 3a, b, or ¢ for the
alternative test relted upon
a “Assets” alternative test - enter

(1} value of all assets
(2) value of assets qualifying
under section
4842038k . . . .
b "Endowment® alternative test-

enter 2/3 of mimimum invest-
ment return shown in Part X,
line 6 for each year listed. . .

€ "Suppon” alternative test - enter

{1) Total support other than
gross Investment income
{interest, dividends, rents,
payments on  securities
loans (section 512{a)(5)),
orroyaltiesl. . . . . .

{2) Support from general
public and 5 or more
exempt orgamnzations as
provided in section 4942
MEKBm « . . . . .

(3) Largest amount of sup-
port from an exsmpt
organization. . . . . .

(4) Grassinvestment income ,
Supplementary Information (Complete this part only if the foundation had $5,000 or more in assets
at any time during the year - see instructions.)
1 Information Regarding Foundation Managers:

a List any managers of the foundation who have contributed more than 2% of the total contributions received by the foundation
before the close of any tax year (but only if they have contributed more than $5,000). (See section 507(d)(2).)

N/A
b List any managers of the foundation who own 10% or more of the stock of a corporation (or an equally large portion of the
ownership of a partnership or other entity) of which the foundation has a 10% or greater interest.

N/A
2 Information Regarding Contribution, Grant, Gift, Loan, Scholarship, etc., Programs:

Check herebif the foundation only makes contributions to preselected charitable organizations and does not accept
unsolicited requests for funds. If the foundation makes gifts, grants, etc. (see instructions) to individuals or organizations under
other conditions, complete items 2a, b, ¢, and d.

a The name, address, and telephone number or e-mail address of the person to whom applications should be addressed:

b The form in which applications should be submitted and information and materials they should include

¢ Any submission deadlines

d Any restrictions or limitations on awards, such as by geographical areas, charitable fields, kinds of institutions, or other
factors:

35:433'“1 000 Form 990-PF (2013)
DMM923 5892 05/06/2014 10:31:59 21 -




' 58-13602589

Form 990-PF (2013) Page 11
Supplementary Information (continued)

3 Grants and Contributions Paid During the Year or Approved for Future Payment

Rempient If rectpient |rs Ianllr:1d|vudual, Foundation P § "
Name and address (home or business) E?‘g&;&éfﬁ?i‘:ﬂ;}%&% fé?;::.seﬁi H Contributon Amount
a Paid during the year
DAVIDSON COLLEGE
P 0 BOX 7162 DAVIDSON NC 28035 NONE BC GENERAL 100,000.
QUEENS UNIVERSITY
1900 SELWYN AVENUE CHARLOTTE NC 28274 NONE PC GENERAL 10¢,000.
DUKE UNIVERSITY SCHOOL OF LAW
P 0 BOX 390362 DURHAM NC 27708 NONE BC GENERAL 244,288,
CMC-NORTHEAST MEDICAL CENTER
920 CHURCH STREET NORTH CONCORD NC 28025 NONE PC SUPPORT 66,431,
CONVERSE COLLEGE
580 EAST MAIN ST Spartanburg SC 29302 NONE PC SUPPORT 100,000.
L T T » 3a 610,718.
b Approved for future payment
|
|
|
Total . e i e e e e e e e e e e e e e e e e e e e e > 3b

Form 990-PF (2013)
JSA
3E1491 1000

DMM923 5892 05/06/2014 10:31:59 22 -




Form 990-PF (2013)

58-1360259

Page 12

Analysis of Income-Producing Activities

Enter gross amounts unless otherwise indicated.

-

b W N

12
13

Unrelated business income

Excluded by section 512, 513, or 514

(e}

Related or exempt

(a) (b) e) {d) function income
Program service revenue: Business cade Amaunt Exclusion code Amount {See instructions.)
a
b
c
d
e
f
g Fees and contracts from government agencies
Membership dues and assessments | |, . | .
Interest on savings and temporary cash investments
Dividends and interest from securnities i4 363 , 7 81.
Net rental income or {loss) from real estate.
a Debtfinanced property . _ . . . ... ..
b Not debt-financed property ., . . . . ...
Net rental income or {loss) from personal property
Other investment income , . . . ... ...
Gain or {loss) from sales of assets other than inventory] 18 161 ’ 903.
Net income or (loss) from special events
Gross profit or (loss) from sales of inventory . .
Other revenue: a
b
c
d
e
Subtotal. Add columns (b}, {d), and {e) . . . . 525,684.
Total. Add line 12, columns {b), {(d}, and (e) 13 525,684.

(See worksheet in line 13 instructions to venfy calculations.)

Relationship of Activities to the Accomplishment of Exempt Purposes

Line No. Explain below how each activity for which income is reported in column (e) of Part XVI-A contributed importantly to the
v accomplishment of the foundation’s exempt purposes (other than by providing funds for such purposes). (See instructions.)
NOT APPLICABLE
1SA Form 990-PF (2013)

3E1492 1000
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Form 990-PF (2013} 58-1360258 Page 13
Information Regarding Transfers To and Transactions and Relationships With Noncharitable
Exempt Organizations

1 Did the organization directly or indirectly engage in any of the following with any other organization described Yes | No

in section 501(c) of the Code {other than section 501(c}{3) organizations) or in section 527, relating to political
organizations?

a Transfers from the reporting foundation to a noncharitable exempt organization of:
(1 Cash L e e e 1a(1) X
(2) Other assets . . . . . . ... ittt ittt e e e e e e 1a(2) X

b Other transactions:
(1) Sales of assets to a noncharitable exempt organization . . . . . . . . . . . . . . ... e .. 1b{1) X
(2) Purchases of assets from a noncharitable exempt organization , . . . . . . . . . . . v v v v vt e 1b{2) X
(3) Rental of facilities, equipment, or Other @SSets . . . . . . . . v v v v vt i et e e e e e e e e e 1b(3) X
(4) Reimbursement arrangements . . . . . . . . . . ...t e e e 1b{4) X
(5) Loans or l0an QUarantees . . . . . . . . . . ...t e e e e 1b{(5) X
(6) Performance of services or membership or fundraising solicitations . . . . . . . . . . . i i it e 1b{6) X

¢ Sharning of facilities, equipment, mailing lists, other assets, orpaidemployees . . . . ... .. ... ........ 1¢c X

d If the answer to any of the above is "Yes," complete the following schedule. Column (b) should always show the fair market
value of the goods, other assets, or services given by the reporting foundation. If the foundation received less than fair market
value in any transaction or sharing arrangement, show in column (d) the value of the goods, other assets, or services received.

(a) Line no {b} Amount involved (c) Name of noncharitable exempt organization (d) Description of transfers, transactions, and sharing arrangements

2a |s the foundation directly or indirectly affihated with, or related to, one or more tax-exempt organizations

described in section 501(c) of the Code (other than section 501(c)(3})) orinsection 5277 , ., , ... ... ... D Yes No
b If "Yes," complete the following schedule.
(a) Name of organization {b) Type of organization {c) Description of relationship ¢

Under _genalueg of perjury, | declare that | have examined this return, including accompanying schedules and statements, and to the best of my knowledge and belef, it is true,
‘ corr rerStlvtrp taxpavyer) i1s based on all information of which preparer has any knowledge
} Sign V. F. "
May the [RS dtscuss this return
| Here e||S Fargo Bank, NA I 05/06/2014 }CO 'Trustee with the preparer _shown bslow
Signature of officer or trustee Date Title {see instructions)? Yes No
. Print/Type preparer's name Preparer’s signature Date - Check I | | PTIN
Paid
self-employed

Preparer Firm’s name | * Fum'séiN P>
Use Only | Frm'saddress p

Phone no

| Form 990-PF (2013)

JSA
3E1493 1000

DMM923 5892 05/06/2014 10:31:59 24 -
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C A.CANNON CHAR TRUST NO. 3 58-1360259

FORM 990PF, PART III - OTHER INCREASES IN NET WORTH OR FUND BALANCES

DESCRIPTION AMOUNT
MUTUAL FUNDS POST CURRENT TYE EFFECTIVE PRIOR TYE 2.
MUTUAL FUNDS POST NEXT TYE EFFECTIVE CURRENT TYE 2.
RETURN OF CAPITAL 387.
COST /FMV DIFFERENCE/ROUNDING 28.
TOTAL 420.

STATEMENT 17

XD576 2000

DMM923 5892 05/06/2014 10:31:59 41 -




C A.CANNON CHAR TRUST NO. 3

58-1360259

FORM S90PF, PART VIII - LIST OF OFFICERS, DIRECTORS, AND TRUSTEES

OFFICER NAME:
Wells Fargo Bank NA
ADDRESS:
1525 West WT Harris Blvd D1114-044
Charlotte, NC 28288
TITLE:
Co Trustee

AVERAGE HOURS PER WEEK DEVOTED TO POSITION:
COMPENSATION . ...ttt et i it e

OFFICER NAME:

Robert C. Hayes
ADDRESS::

868 N Church St

Concord, NC 28025
TITLE:

Co-Trustee

AVERAGE HOURS PER WEEK DEVOTED TO POSITION:
COMPENSATION ..ttt ittt ettt e iieaaeens

OFFICER NAME:

William C Cannon Jr.
ADDRESS :

868 N Church St

Concord, NC 28025
TITLE:

Co-Trustee

AVERAGE HOURS PER WEEK DEVOTED TO POSITION:
COMPENSATION . ...ttt ittt ittt teene e

OFFICER NAME:

Joseph C. Hunter
ADDRESS :

868 N Church St

Concord, NC 28025
TITLE:

Co-Trustee

AVERAGE HOURS PER WEEK DEVOTED TO POSITION:
COMPENSATION ...ttt ittt ettt teean e

XD576 2000

DMM923 5892 05/06/2014 10:31:59

40
................. 78,562.
2
................. 14,377.
2
................. 14,377.
2
................. 7,445,

STATEMENT 18

42 -



C A.CANNON CHAR TRUST NO. 3 58-1360259

FORM S8S0PF, PART VIII - LIST OF OFFICERS, DIRECTORS, AND TRUSTEES

OFFICER NAME:
Edwin Outen
ADDRESS:
868 N Church St
Concord, NC 28025
TITLE:
Co-Trustee
AVERAGE HOURS PER WEEK DEVOTED TO POSITION: 2
COMPEN S AT LON .t i ittt et e et e e et e et et e e et e e et e e e et e e e

TOTAL COMPENSATION:

7,445.

122,206.

STATEMENT 19

XD576 2000

DMM923 5892 05/06/2014 10:31:59

43

E



NORTH CAROLINA IN THE GENERAL COURT OF J USTICE’J
SUPERIOR COURT DIVISION
OUNTY 13 CVS
CABARRUS € FILED 1M CO’J%‘?‘%OM

CARAR LS COUNTY

ROBERT CANNON HAYES, EDWIN S.
DATE: /0141/3 /a'/y’ﬁ'/l/

OUTEN, JOSEPH C. HUNTER, WILLIAM C.
CANNON, JR. and WELLS FARGO BANK,
N.A., as Trustees of The Charles A. Cannon
Charitable Trust No. Three dated April 5, 1979;

ORDER MODIFYING CHARLES A.
CANNON CHARITABLE TRUST
NO.3

Petitioners,

V.

)

)

)

)

)

)

)

)

)

)
DUKE UNIVERSITY; THE TRUSTEES OF )
DAVIDSON COLLEGE; QUEENS )
UNIVERSITY OF CHARLOTTE; )
CONVERSE COLLEGE; CATAWBA )
COLLEGE; LEES-McRAE COLLEGE, )
INCORPORATED; THE  CHARLOTTE- )
MECKLENBURG HOSPITAL AUTHORITY, )
and LENOIR-RHYNE UNIVERSITY; )
)

)

Respondents.

THIS CAUSE coming on to be heard and being heard before the undersigned Judge
presiding over the October 7, 2013 session of the General Court of Justice, Superior Court
Division of Cabarrus County, North Carolina, on Petitioners’ Petition for Modification of
Charitable Trust, and the Court having reviewed the pleadings and the attached exhibits, and

having hcard the arguments of counsel, hereby makes the following:

FINDINGS OF FACT

1. The Petitioners are the Trustees of The Charles A. Cannon Charitable Trust No.
Three dated April 5, 1979 (the “Trust™) which was created under the Charles A. Cannon

Charitable Trust No. Three dated April 5, 1979 (the “Trust Agreement”).

WCSR 31267855v3




2. Robert Cannon Hayes is a resident and citizen of Concord, Cabarrus County, North

Carolina.

3. Edwin S. Outen is a resident and citizen of Charlotte, Mecklenburg County, North

Carolina.

4. Joseph C. Hunter is a resident and citizen of Concord, Cabarrus County, North

Carolina.

5. William C. Cannon, Jr. is a resident and citizen of Concord, Cabarrus County, North

Carolina.

6. Wells Fargo Bank, N.A. (“Wells Fargo™) is a national banking association organized
and existing under the laws of the United States with a place of business in Concord, Cabarrus

County, North Carolina.

7. Duke University is an educational and charitable institution located in Durham, North
Carolina. Duke University School of Law, operated as part of Duke University, is a current

beneficiary of the Trust.

8. Davidson College is an educational and charitable institution located in Davidson,
North Carolina, governed by The Trustees of Davidson College. Davidson College is a potential

beneficiary of the Trust.

9. Queens University of Charlotte, formerly known as Queens College, is an educational
and charitable institution located in Charlotte, North Carolina. Queens University of Charlotte is

a potential beneficiary of the Trust.
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10. Converse College is an educational and charitable institution located in Spartanburg,

South Carolina. Converse College is a potential beneficiary of the Trust.

11. Catawba College is an educational and charitable institution located in Salisbury,

North Carolina. Catawba College is a potential beneficiary of the Trust.

12. Lees-McRae College, Incorporated, also know as Lees-McRae College, is an
educational and charitable institution located in Banner Elk, North Carolina. Lees-McRae

College, Incorporated is a potential beneficiary of the Trust.

13. The Charlotte-Mecklenburg Hospital Authority, successor by merger to Cabarrus
Memorial Hospital, is a health care organization located in Charlotte, North Carolina. On behalf
of Cabarrus Memorial Hospital, the Charlotte-Mecklenburg Hospital Authority is a potential

beneficiary of the Trust.

14. Lenoir-Rhyne University, formerly known as Lenoir Rhyne College, is an educational
and charitable institution located in Hickory, North Carolina. Lenoir-Rhyne University and
Lutheran Theological Southern Seminary are potential beneficiaries of the Trust. Lenoir-Rhyne
University and Lutheran Theological Southern Seminary merged effective July 1, 2012, and

Lenoir-Rhyne University is the surviving entity of the merger.

15. The North Carolina Attorney General, who is the representative of the public interest
and the interests of all charitable beneficiaries, has been notified of this action in accordance with
the requirements of N.C. Gen. Stat. section 36C-2-205(i) and, therefore, has been given an

opportunity to be heard. In accordance with that right, the Assistant Attorney General, on behalf
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of the North Carolina Attorney General, has indicated that the Attorney General does not wish to

be heard regarding this matter.

16. The Trust was created under an irrevocable trust agreement executed by Otto G.
Stolz, as Donor, and George A. Batte, Jr., J. Harris Cannon, James L. Rankin, Otto G. Stolz and
Cabarrus Bank and Trust Company, as the original Trustees, on April 5, 1979 (the “Trust
Agreement”), for the benefit of Duke University School of Law (operated as a part of Duke
University). Davidson College (legally operating as The Trustees of Davidson College), Queens
College (now known as Queens University of Charlotte), Converse College, Catawba College,
Lees-McRae College (also known as Lees-McRae College, Incorporated), Lutheran Theological
Southern Seminary (merged into Lenoir-Rhyne University), Cabarrus Memorial Hospital
(merged into CMC-Northeast, INC. which merged into The Charlotte-Mecklenburg Hospital
Authority) and Lenoir Rhyne College (now known as Lenoir-Rhyne University) (the “Charitable
Beneficiaries™). While Mr. Stoltz signed the Trust Agreement as Donor, the Trust was created at
the behest of, and with assets donated by, The Cannon Foundation, Inc. Therefore, the Cannon

Foundation, Inc. is appropriately identified as settlor of the Trust.

17. The relevant portion of ITEM III of the Trust Agreement which describes the

dispositive provisions of the Trust states the following:

“(1) The Trustees shall distribute forty percent (40%) of the income of the
Trust semi-annually or more frequently to the Duke University School of Law
(hereinafter referred to as the “Law School™) solely for the purpose of
supplementing the salary of one or more professors of the Law School selected
from time to time by the then acting Dean of the Law School after consultation
with the Board of Visitors of the Law School. The research professorship shall be
known as the ‘Eugene T. Bost Research Professorship.’

(2) All or substantially all of the remaining income of the Trust, but in no
event less than seventy-five percent (75%) of the remaining income of the Trust,
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shall be distributed semi-annually or more frequently for charitable, religious and
educational purposes, exclusively for the benefit of, to perform the functions of,
or to carry out the functions of one or more of the following organizations:

Duke University School of Law, Durham, North Carolina

Davidson College, Davidson, North Carolina

Queens College, Charlotte, North Carolina

Converse College. Spartanburg, South Carolina

Catawba College, Salisbury, North Carolina

Lees-McRae College, Banner Elk, North Carolina

Lutheran Theological Southern Seminary, Columbia, South Carolina
Cabarrus Memorial Hospital, Concord, North Carolina

Lenoir Rhyne College, Hickory, North Carolina

(3) The selection of the organization or organizations to receive such
remaining income as provided in subparagraph (2) above, and the amount of the
income, if any, to be received by such organizations shall be determined by the
Trustees in their discretion, and their decision shall be conclusive and binding.

Any income not paid out or used currently shall be accumulated and added to trust

principal.”

18. The current corporate Trustee of the Trust is Wells Fargo, and the current individual
Trustees are Robert Cannon Hayes, Edwin S. Outen, Joseph C. Hunter and William C. Cannon,

Jr. (collectively, the “Trustees™).

19. The Trust Agreement provides that the Trust shall be tax exempt under Section
501(c)(3) of the Code, and classified as a supporting organization as described in Section
509(a)(3) of the Code (“supporting organization”). The Trust was classified as a supporting
organization pursuant to a determination letter issued by the Internal Revenue Service (the
“Service”) on May 25, 1979. The Trust was further classified as a Type Il supporting

organization in a second determination letter issued by the Service on August 29, 2008.

20. The Trust is categorized as a Type III non-functionally integrated (“NFI”) supporting
organization. As a Type III NFI supporting organization, the Trust must satisfy several tests

adopted by the Service, as modified by Final and Temporary Regulations issued by the
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Department of Treasury which took effect on December 28, 2012 (the “New Regulations™). It is

impracticable if not impossible for the Trust to comply with the New Regulations.

21. In order for a Charitable Beneficiary to qualify as a supported organization, the Trust
must make distributions to the Charitable Beneficiary and the Charitable Beneficiary must be
dependent on the distributions from the Trust to the extent defined in the New Regulations.
Duke University School of Law is the only mandatory beneficiary of the Trust, and it receives
distributions from the Trust annually. The remaining Charitable Beneficiaries comprise a class
of permissible beneficiaries to which the Trustees may make distributions in the Trustees’
discretion. Under the terms of the Trust Agreement, it is possible for these remaining Charitable
Beneficiaries to receive a distribution from the Trust in one year, and not the next. The New
Regulations do not provide adequate guidance as to how the Trust, a Type III NFI supporting
organization with a class of discretionary rather than mandatory supported organizations, can

comply with the New Regulations, leaving the Trustees in an untenable position.

22. Given the unique provisions of the Trust Agreement which provide for multiple
discretionary Charitable Beneficiaries, the complexity of applying the New Regulations to the
Trust and the uncertainty that the efforts of the Trustees will result in actual compliance, it is
impracticable for the Trust to continue to qualify as a Type III NFI supporting organization
under the New Regulations. If the Trust cannot qualify as a Type III NFI supporting
organization under Section 509(a)(3), it will be classified as a private foundation. For these

reasons, the Trust is more appropriately classified as a private non-operating foundation.

23. The classification of the Trust as a private non-operating foundation will not

significantly alter the Trust’s charitable status, because the Trust will continue to qualify as tax-
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exempt under Section 501(c)(3) of the Code. Donations to the Trust will still be deductible for
income, gift and estate tax purposes. The Trust will continue to be operated exclusively for the
benefit of the Charitable Beneficiaries and for the charitable purposes set forth in ITEM III of the
Trust Agreement. In addition, the classification of the Trust as a private non-operating
foundation will allow the Trustees to administer the Trust as set forth in the Trust Agreement
without the uncertainty of complying with the New Regulations, which were not in force when

the Trust was initially created.

24. As a private non-operating foundation, the Trust will be subject to the private
foundation rules set forth in Sections 4940 through 4945 of the Code (the “Private Foundation

Rules™) summarized below:

»

Section 4940 — imposes a two percent (2%) tax on a private foundation’s net
investment income which may be reduced to one percent (1%) if substantial

grants are made by the foundation;

b. Section 4941 - prohibits a private foundation from engaging in self-dealing

transactions with disqualified persons;

c. Section 4942 — requires a private foundation to make grants each year in an

amount equal to five percent (5%) of the foundation’s net asset value;
d. Section 4943 — imposes a tax on a private foundation’s excess business holdings;

€. Section 4944 — prohibits a private foundation from investing in high-risk
investments which may jeopardize the foundation’s ability to carry out its exempt

purpose; and
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f. Section 4945 — imposes a tax on certain prohibited expenditures made by the
private foundation, including expenditures to (i) carry on propaganda, (ii)

influence legislation, and (ii1) affect elections.

25. Compliance with the Private Foundation Rules will not materially affect the
administration of the Trust or the distributions made to the Charitable Beneficiaries. The Trust
will pay the tax imposed on the Trust by Section 4940 of the Code. However, none of the other
Private Foundation Rules should have an impact on the Trust nor limit the Foundation’s ability
to operate exclusively for the benefit of the Charitable Beneficiaries and for the charitable

purposes set forth in ITEM III of the Trust Agreement.

26. On January 1, 2004, the Trustees adopted a total return unitrust policy for the Trust
(the “2004 Unitrust Policy”) pursuant to N.C. Gen. Stat. § 37A-1-104.2, which generally
required the Trustees to distribute four percent (4%) of the assets of the Trust each year to the
Charitable Beneficiaries as the equivalent of the net income of the Trust in accordance with the
provisions of ITEM III of the Trust Agreement. As a result of the conversion of the Trust to a
private non-operating foundation, the Trustees have adopted a new unitrust policy to distribute
the greater of (i) the current four percent (4%) unitrust amount, or (ii) the amount required to be
distributed by the Trust under Section 4942 of the Code (5% of the value of the Trust’s net
assets) to the Charitable Beneficiaries in accordance with the provisions of ITEM III of the Trust
Agreement. It is likely that the pool of funds available for distribution to the Charitable

Beneficiaries will increase as a result of the Trust’s compliance with Section 4942 of the Code.

27. The assets of the Trust now consist of a diversified portfolio of securities managed by

Wells Fargo in its capacity as Trustee.
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28. As a result of the passage of the New Regulations, administering the Trust as a
private foundation provides the Charitable Beneficiaries with long-term benefits and greater tax
certainty. However, the Trust Agreement contains administrative provisions that refer to the
Trust’s prior classification as a supporting organization rather than a private foundation, and the
Trust Agreement does not contain provisions necessary for the administration of the Trust as a
private foundation. For these reasons and the reasons set forth above, the Petitioners petitioned
this Court to modify the provisions of the Trust Agreement by (i) replacing the phrase
“supporting organization as described in Section 509(a)(3) of the Code” with “private non-
operating foundation as described in Section 509(a) of the Code,” (ii) restating the introductory
paragraph and section (a) of ITEM X of the Trust Agreement and (iii) adding a new section (c)
to ITEM Il of the Trust Agreement to incorporate provisions pertaining to the operation of the

Trust as a private foundation.

29. The New Regulations have caused the administration of the Trust as a Type III NFI
supporting organization to be impracticable if not impossible to achieve. As a result, the Trust is
more appropriately classified as a private non-operating foundation. Accordingly, certain
administrative provisions of the Trust Agreement which refer to the Trust’s prior classification as

a supporting organization must be modified.

30. The New Regulations and their application to the Trust, which have caused the Trust
to be more accurately classified as a private non-operating foundation, could not have been
anticipated by the settlor of the Trust because the Type III NFI supporting organization
classification and relevant Treasury Regulations were not in existence. Since the creation of the
Trust, the rules applicable to supporting organizations, pax"ticularly the New Regulations, have
dramatically changed the relationship that must be maintained between supporting and supported
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organizations. No provision of the Trust Agreement indicates the settlor’s intent that such a

relationship be imposed on the administration of the Trust.

31. In addition, the continued administration of the Trust as a Type III NFI supporting
organization is disadvantageous to the Trust’s purpose because it is impracticable for the Trust to
comply with the New Regulations and, in some cases, impossible to achieve. The New
Regulations require the Trust and its supported organizations to maintain a heightened level of
interconnectedness that is not practicable for a discretionary trust with multiple beneficiaries.
The New Regulations simply do not contemplate the unique provisions of the Trust Agreement
which support a class of discretionary beneficiaries. In particular, the ability of the Charitable

Beneficiaries to qualify as supported organizations may change from year-to-year.

32. Modification of the terms of the Trust Agreement to replace the phrase “supporting
organization as described in Section 509(a)(3) of the Code” with “private non-operating
foundation as described in Section 509(a) of the Code™™ conforms with the Trust’s classification
as a private foundation. The modification is in the best interests of the Charitable Beneficiaries
and furthers the settlor’s charitable purpose and intent for the Trust to operate for the benefit of
the Charitable Beneficiaries and for the charitable purposes set forth in ITEM III of the Trust

Agreement.

33.ITEM X of the Trust Agreement grants the Trustees the power to amend the Trust
Agreement to conform to changes in the tax law that might jeopardize the Trust’s charitable
status. As drafted, the power of amendment is too narrow to allow the Trustees to amend the
Trust Agreement to operate as a charitable trust classified as other than a supporting
organization.
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34. Modification of the Trust Agreement to restate the introductory paragraph and section
(a) of ITEM X of the Trust Agreement to allow the Trustees to amend the Trust Agreement in
the future without requiring the amended Trust to operate as a supporting organization furthers
the settlor's charitable intent and related tax objectives without jeopardizing the Trust’s tax-
exempt status or its ability to operate exclusively for the benefit of the Charitable Beneficiaries

and for the charitable purposes set forth in ITEM III of the Trust Agreement.

35. In accordance with the provisions of sections 36C-4-412, 36C-4-413 and 36C-4-416
of the North Carolina General Statutes, this Judgment restates the provisions of the introductory

paragraph and section (a) of ITEM X of the Trust Agreement as follows:

“ITEM X

If future laws jeopardize the ability of the Trust to qualify as a Section
501(c)(3) tax-exempt charitable organization, the Trustees, without order of court,
shall have the right to amend this Trust and execute such instruments as the
Trustees shall deem, from time to time, necessary or appropriate to make it
possible to continue this Trust in accordance with the provisions of such laws, and
this Trust may be terminated at any time by action of the Trustees, provided,
however:

(a) No such amendment shall alter the intention of the Donor that the
Trust be operated exclusively for the benefit of the charitable
organizations and for the charitable purposes set forth in ITEM III of
this Trust and in a manner which shall make the Trust tax exempt
under Section 501(c)(3) of the Code and the donations to it deductible
for income, gift and estate tax purposes under the Code.”

36. The Trust’s new classification as a private non-operating foundation subjects the
Trust to the Private Foundation Rules. Actions taken by the Trustees in contravention of the

Private Foundation rules could jeopardize the Trust’s charitable status.

37. Modification of the Trust Agreement to direct the Trustees to comply with the Private

Foundation Rules will further the charitable purpose of the Trust and the settlor’s tax objectives.
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Since the Trust cannot continue to qualify as a Type III NFI supporting organization, it has
become a private foundation. The modification of the Trust Agreement will prevent the Trustees
from acting in a manner that could jeopardize the Trust’s charitable status or tax-exemption. For
the foregoing reason, and in accordance with the provisions of sections 36C-4-412, 36C-4-413
and 36C-4-416 of the North Carolina General Statutes, this Judgment adds a new section (c) to
ITEM III of the Trust Agreement as follows:

*Any other provisions of this instrument notwithstanding, the Trustees are

prohibited from engaging in any act of self-dealing as defined in Section 4941(d)

of the Code, from retaining any excess business holdings as defined in Section

4943(c) of the Code which would subject this Trust to tax under Section 4943 of

the Code, from making any investment which would subject this Trust to tax

under Section 4944 of the Code, and from making any taxable expenditures as

defined in Section 4945(d) of the Code. The Trustees shall make distributions at

such time and in such manner as not to subject this Trust to tax under Section

4942 of the Code.”

38. The modifications set forth above are necessary as a result of changes in the
regulations applicable to supporting organizations that could not have been anticipated by the
settlor of the Trust. Continued administration of the Trust under the New Regulations is
impracticable and impossible to achieve. The intention in creating the Trust was to establish a
charitable trust for the benefit of the named Charitable Beneficiaries. The tax objective in
creating the Trust was for the Trust to be exempt from federal income taxation under Section
501(c)(3) of the Code. In accordance with the provisions of sections 36C-4-412, 36C-4-413 and
36C-4-416 of the North Carolina General Statutes, this Judgment will alter the administrative

provisions of the Trust Agreement in furtherance of the charitable purposes of the Trust and in a

manner consistent with the intent that the Trust operate as a tax-exempt charitable trust.

39. Modification of the terms of the Trust Agreement is being done in a manner
consistent with the Trust’s charitable purposes and will further the purposes of the Trust.
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40. All of the beneficiaries of the Trust have consented to the modification

Based on the foregoing Findings of Fact, the Court makes the following:

CONCLUSIONS OF LAW

1. All necessary parties have been named to this proceeding.

2. This Court has jurisdiction of this matter pursuant to Chapter 36C of the General

Statutes of North Carolina.

3. The Trust is an irrevocable, charitable trust.

4. N.C. Gen. Stat. § 36C-4-412(a) empowers the Court to modify “the administrative or

dispositive terms of a trust . . . if, because of circumstances not anticipated by the settlor,

modification . . . will further the purposes of the trust.” To the extent practicable, the

moditication must be made in accordance with the settlor’s probable intention.

administrative and dispositive terms of the Trust may be modified as described herein due to the

aforementioned circumstances not anticipated by the Settlor.

5. N.C. Gen. Stat. § 36C-4-413 provides that if a charitable trust becomes unlawful,

impracticable, impossible to achieve, or wasteful, the court “may apply cy pres to modify . . . the

trust by directing that the trust property be applied or distributed, in whole or in part, in a manner

consistent with the settlor’s charitable purposes.” This statute embodies the common law

principle that amendment of a charitable trust with its situs in North Carolina is permitted under

general equitable principles. The continued administration of the Trust as a Type III NFI

supporting organization has become impracticable if not impossible to achieve.
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6. N.C. Gen. Stat. § 36C-4-416 provides that the Court may modify the terms of a trust
to achieve the settlor's tax objectives in a manner that is not contrary to the settlor’s probable

intention, and that the modification may have retroactive effect.

7. Based on the statutory authority regarding representation of beneficiaries as set forth
in Article 3 of Chapter 36C of the North Carolina General Statutes, the Court concludes that the
interests of all of the beneficiaries of the Trust have been adequately represented and, in these
instances where consent of a beneficiary was given by a representative of such beneficiary, such

consent is valid and binding on the beneficiary.

8. There is no beneficiary of the Trust who is not a named party hereunder or whose

rights and interests are not represented by the Attorney General of the State of North Carolina.

NOW THEREFORE, it is hereby ORDERED, ADJUDGED and DECREED that:

1. This proceeding presents issues appropriate for judicial resolution by this Court

pursuant to N.C. Gen. Stat. § 36C-4-412, § 36C-4-413 and § 36C-4-416.

2. All beneficiaries of the Trust and the interests of those beneficiaries are adequately

represented by the Respondents and The North Carolina Attorney General.

3. Continued administration of the Trust as a Type Il NFI supporting organization has

become impracticable and impossible to achieve.

4. The following modifications of the terms of the Trust Agreement are necessary in

light of circumstances not anticipated by the settlor of the Trust, will further the purposes of the
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Trust, are being done in a manner to achieve the settlor’s tax objectives, and are in accordance

with the settlor’s probable intention and charitable purposes:

a) Replacing the phrase “supporting organization as described in Section
509(a)(3) of the Code”™ with “private non-operating foundation as

described in Section 509(a) of the Code™;
b) Restating the introductory paragraph and section (a) of ITEM X; and
c) Adding a new section (¢) to ITEM III.

5. The Trust Agreement is hereby modified to replace the phrase “supporting
organization as described in Section 509(a)(3) of the Code” with “private non-operating

foundation as described in Section 509(a) of the Code™ throughout the Trust Agreement.

6. The Trust Agreement is hereby modified to restate the introductory paragraph and

section (a) of ITEM X of the Trust Agreement as follows:

“ITEM X

If future laws jeopardize the ability of the Trust to qualify as a Section
501(c)(3) tax-exempt charitable organization, the Trustees, without order of court,
shall have the right to amend this Trust and execute such instruments as the
Trustees shall deem, from time to time, necessary or appropriate to make it
possible to continue this Trust in accordance with the provisions of such laws, and
this Trust may be terminated at any time by action of the Trustees, provided,
however:

(b) No such amendment shall alter the intention of the Donor that the
Trust be operated exclusively for the benefit of the charitable
organizations and for the charitable purposes set forth in ITEM III of
this Trust and in a manner which shall make the Trust tax exempt
under Section 501(c)(3) of the Code and the donations to it deductible
for income, gift and estate tax purposes under the Code.™;
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7. The Trust Agreement is hereby modified to add a new section (c) to ITEM III of

the Trust Agreement as follows:

“Any other provisions of this instrument notwithstanding, the Trustees are
prohibited from engaging in any act of self-dealing as defined in Section 4941(d)
of the Code, from retaining any excess business holdings as defined in Section
4943(c) of the Code which would subject this Trust to tax under Section 4943 of
the Code, from making any investment which would subject this Trust to tax
under Section 4944 of the Code, and from making any taxable expenditures as
defined in Section 4945(d) of the Code. The Trustees shall make distributions at

such time and in such manner as not to subject this Trust to tax under Section
4942 of the Code.”;

8. The modifications ordered herein are effective as of January 1, 2013.

9. The costs of this action (including Petitioners’ attorney’s fees) are taxed to the assets

of the Trust. Zdﬁ%%«b%mﬂw%/ca Z—‘)QJO.> P
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