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rom 990-PF

Department of the Treasury
Internal Revenue Service

Return of Private Foundation
or Section 4947(a}(1) Trust Treated as Private Foundation
» Do not enter social 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 [Si:ldl]

| OMB No. 1545-0052

2015

to Public Inspection

For calendar year 2015 or tax year beginning

09/01 , 2015, and ending

08/31,2016

Name of foundation

TW K B REYNOLDS CHARITABLE TRUST BOND AC

A Employeridentification number

56-6036515

Number and street {or P.O. box number if mall 1s not delivered to street address)

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

Room/suite

B Telephone number {see instructions)

800-352-3705

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

CHARLOTTE, NC 28262

If exemption application 1s
pending, check here

G Check all that apply:

Initial return
Final return
Address change

—

Initial return of a former public charity
Amended return
Name change

1 Foreign organizations, check here . o > D
2 Foreign organizations meeting the
85% test, check here and attach

computation

[}

H Check type of organization:

| ] Sectron 4947(a)(1) nonexempt charitable trust

X | Section 501(c)(3) exempt private foundation

I Other taxable private foundation

\f private foundation status was termnated
under section 507{b){ 1)(A), check here « > D

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

 Accounting method:| X Cash
Other (specify)

Accrual

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

SCANNED FEB 2 7 2017

16) > $ 532,251,641. {Part I, column (d) must be on cash basis.)
i (d) Disbursements
tAort‘aaI'Z??mgtlz?llr? 'c'gf”:,?sd(g(gfgﬁs(dsme (a; XF:'?BVH esr;:epi?d {b) Ne't investment {c) A_djusted net for charitable
may not necessarily equal the amounts in books income income purposes
column (a) (see instructions).) (cash basis only}
1 Contnibutions, gifis, grants, etc, recewved {attach schedule) . ]
2 croo [ X] [ihefaudgronnot et ———=auEn |
3 Interest on savings and temporary cash investments. l KEU i o n |
4 Dwidends and interest from secunties . . . . 11,475,842, 11,272,578. | 1 Al
Ba GroSSrents « « « « » v s+ v s o s « v 5 s o« ‘8‘ jodoge )} Zﬂﬂ |
b Net rental income or (loss) l% =T - i o :
g Gg gftt,gsa;r;g ‘pI?:;i) ff(r)(:r;'n"sale of assets not on line 10 20 11 LZ 42, L»"‘““i"‘f m - ;
S assets on hne 6a 112 J30:437- l Q(;L‘BN) i |
3| 7 Capital gain net income (from Part IV, line 2) . 20,715,242, fucme |
€l g Net shortterm capital gain. . . . . . . . .. |
9 Income modifications - . - - . - . - .. - |
108 Gross sales less returns 1 1 _ . . i ______
_| _ .andallowances_. ... .-
b Less Costof goodssold . |
¢ Gross profit or (loss) {attach schedule} , . | . [
11 Other income (attach schedule) . . ... .. 331,397, 185,422. STMT 1
12  Total. Add lines 1 through 11 . . . . . . . . 32,522, 481. 32,173,242, |
13 Compensation of officers, directors, trustees, etc. _ g, 11 9#34 5. 1 é 89 7 509. 52 9L8 36.
§ 14 Other employee salaries and wages . . . . . 1,463,112, NONH NONH 1,463,112.
g 15 Pension plans, employee benefits . . . . . . 154,714 NONE NONE 154,714.
S 16a Legal fees (attach schedule) . . . STMT 2 . 14,345 NONH NONE 14, 345.
o b Accounting fees (attach schedule) , , , , ., .
..?._. ¢ Other professional fees (attach schBalfif. 3 . 14,525, 14,525.
g 17 INterest . . + « v v+ b 4 e v e e e s e e e
‘g 18 Taxes {attach schedule) (see instruStidig;. 4 . 438,878, 154,908.
E 19 Depreciation (attach schedule} and depletion .
'2, 20 OCGUPANCY + « « « o = « o = ¢« o s o o o &
l21  Travel, conferences, and meetings . . . - . . 7,500 NONE NONH 7,500.
S|22  Printing and publications . . . . . ... .. NONE NONE
|23 Other expenses (attach schedule) STMT. 5. 1,432,857, 10. 1,432,847.
‘Bl24 Total operating and administrative expenses.
E Add lines 13through 23. « + + « + + + « « .+ 5,645,276, 1,758,952. NONH 3,602,354.
O|25 Contributions, gifts, grants paid . . . . . . . 24,448,639, 24,448,639,
26 Totalexp and disb Add lines 24 and 25 30,093,915, 1,758,952, NONE 28,050,993.
27 Subtract hine 26 from tine 12: I
8 Excess of over exp and dish 2,4281 566 ‘
b Net investment income (if negative, enter -0-) 30,414,290.
¢ Adjusted net income (if negative, enter -0-). .

JsA For Paperwork Reduction Act Notice, see instructions.
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Form 990-PF (2015) 56-6036515 Page 2
Attached schedules and amounts in the Beginning of year End of year
m Balance Sheets g,‘;sgﬂ',‘,’f;‘i,"nﬁ"}’s':: f,:’;:ﬂg,'.’:n;‘f,' end-ofyear {a) Book Value {b} Book Value {e) Fair Market Value
1 Cash-noninterestbearing . . - . . - « . . ... o0 121,814. 349,208. 349,209.
2 Savings and temporary cash investments . . . . . . . . .. 5,693,048. 786,945, 786,945.
3 Accounts recewvable P> |
Less' allowance for doubtful accounts P>
4 Pledges receivable P> 1
Less affowance for doubtful accounts P>
B Grantsrecevable. - « « « v v b s i et i e e a s e e e
6 Recewables due from officers, directors, trustees, and other
disqualified persons (attach schedule) (see instructions) . . . .
7 Other notes and loans receivable (attach schedule} P J
Less: allowance for doubtful accounts P NONE
-03 8 Inventoriesforsaleoruse. . . « « + v « v h s 0 b v e e . e
&1 9 Prepad expenses and deferred charges . . . . . .. . ...
<L 10a Investments- U.S. and state governmentobligations (attach schedule). .
b Investments - corporate stock (attach scheduls) . STMT 6. | 334,699,280. 297,180,650. 338,186,990.
¢ Investments - corporate bonds (attach schedule). STMT A 103,438,508, 146,362,014, 141,157,293,
e emane bams angs: |
Less accumulated depreciation P
{attach schedule)
12 Investments -mortgageloans. . . . « . . . 0oL a
13  Investments - other (attach schedule) . . . . . , STMT 8. . 44,413,377. 44,034,089, 51,692,034,
Mot basta > |
Less accumulated depreciation »
(attach schedule)
15  Other assets (describe P> STMT 9 ) 79,170. 79,170. 79,170.
16 Total assets (to be completed by all filers - see the
instructions. Also, see page 1,iteml} . . . .. ........ 488,445,197. 488,792,077. 532,251,641,
17 Accounts payable and accrued expenses . . . . . . . . ...
18 Grantspayable. . . . . . . . . i i 0 e e e
_3 19 Deferredrevenue. . . « v v v v v v et 4 e s w s n e
::é 20 Loans from officers, directors, trustees, and other disqualified persons. .
'g 21 Mortgages and other notes payable (attach schedule} . . . . .
|22 Other habities (describe P> )
_ 23  Total liabilities (add lines 17 through 22} . . . . . . . .. .. NONﬂ
Foundations that follow SFAS 117, check here . »| || ™~ —~—— — — — Tt o -
a and complete lines 24 through 26 and lines 30 and 31.
‘% 24 Unrestricted . . . ¢ . . 0 . i e e e e e e e e e
8 25 Temporarilyrestricted . . . . . . . ... 0.0 0.
«3/26 Permanentlyrestricted . . . . . ..o oo Lo
§ Foundations that do not follow SFAS 117, >
",: check here and complete lines 27 through 31.
° 27 Capital stock, trust principal, orcurrent funds . . . . . . . . . 488 ) 445 ‘ 197. 488 I 792 L 077,
g 28  Paid4n or capital surplus, or land, bldg., and equipmentfund. . . . . .
g 29  Retained earnings, accumulated income, endowment, or other funds , .
= 30 Total net assets or fund balances (see instructions) , , . . . . 488,445,197. 488,792,077.
2|31 Total liabilities and net assets/fund balances (see
INSITUCHONS) » v v v v v e e v v e e e v e e e e e e 488,445,197, 488,792,077,
Analysis of Changes in Net Assets or Fund Balances
1 Total net assets or fund balances at beginning of year - Part Il, column (a), line 30 (must agree with
end-of-year figure reported on prior year's return). . . . . . . ot e e e e 1 488,445,197.
2 Enteramountfrom Part ], line 27a. . . . . . . .. it e e e e e e e e e e 2 2,428,566.
3 Other increases not included in line 2 (itemize) »MF POSTING DATE BEFORE TYR 3 296,038.
4 AddIines 1, 2,and 3 . . . . .ttt e e e e e e e e e e e e e e e e e e 4 491,169,801.
5 Decreases not included in line 2 {itemize) » SEE STATEMENT 10 5 2,377,724.
6 _Total net assets or fund balances at end of year (line 4 minus line 5) - Part Il, column (b}, line 30 . ... | 6 488,792,077.
Form 990-PF (2015)
JSA
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56-6036515
Form 990-PF {2015) 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, g‘é‘m}’e":’, ég) Dated (d) Date sold
2-story brick warehouse; or common stock, 200 shs. MLC Co.) E:Elg::talzﬁ (mo,,“a’;'ye, yr.) (mo., day, yr.)

1a_PUBLICLY TRADED SECURITIES

b
c
d
e
i Cost or other basi
(e) Gross sales price (f) De(;:)r:: ::Ia;xzb?;l)owed (g:)Iu(s)sex(:)ense of saI: (e()thS: l(rf‘)?:u(r:?xsss()g)
a 112,730,437, 92,015,195, 20,715,242,
b
[
d
e

Complete only for assets showing gain in column (h) and owned

by the foundation on 12/31/69

(i) F.M.V. as of 12/31/69

(i) Adjusted basis
as of 12/31/69

(k) Excess of col. {i)
over col. ()}, if any

(1) Gains (Col. (h) gain minus
col. {k), but not less than -0-) or
Losses (from col. (h})}

a 20,715,242.
b
c
d
e
2 Capital gain net income or (net capital loss) If gain, also enter in Part |, line 7 }
if (loss), enter -0- in Part |, line 7 2 20,715,242.
3 Net shortterm 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}

Part |, line 8

3

Qualification Under Section 4940(e) for Reduced Tax on Net Investment Income

(For optional use by domestic private foundations subject to the section 4940(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?
"7 7T "Yes,"the foundation does not qualify ander section” 4940(e). D6 not complete this part.”~ :

D Yes E No

1 Enter the appropriate amount in each column for each year; see the instructions before makin

any entries.

(B) (b) {c) (d)
Calendar s:as:o‘:ﬁ;'xo:eﬁgzzlnnm in) Adjusted qualifying distributions Net value of nonchantable-use assets {col ?l;?z:e:g;%nbvggl. (o)
2014 27,450,799. 563,161,110. 0.048744
2013 27,024,202. 568,306,733. 0.047552
2012 25,613,545, 527,622,435. 0.048545
2011 26,003,830. 520,045,622, 0.050003
2010 22,765,049. 524,830,162, 0.043376
2 Totalofline 1,column(d), . . . . .. . i ittt ien e et e 2 0.238220
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 if lessthan Syears . . . . . . ..... 3 0.047644
4 Enter the net value of noncharitable-use assets for 2015 from Part X, line5 .. ... ... .. 4 514,709,991,
5 Multiply ine 4 by FNE 3 o o v v v o e e e e e e e e e e e e 5 24,522,843,
6 Enter 1% of net investment income (1% of Part ], line 27b) + - - « =« o v v v v i i v e et 6 304,143.
7 AdAIINES 5 AN 6 « o v v v vt e e e e e e e 7 24,826,986.
8 Enter qualifying distributions from Part Xll, line 4 . . . .. . . . oo i it in e 8 28,050,993,

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
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Form 990-PF (2015) 56-6036515

1a

b

DN WN

a0 oo

10
11

1a

10

Page 4

Excise Tax Based on Investment Income (Section 4940(a), 4940(b), 4940(e), or 4948 - see instructions)

Exempt operating foundations described in section 4940(d)(2), check here | 4 | I and enter "N/A"online 1. . . .

Date of ruling or determinationtetter. _ _ _ __ __ __ __ _ __ __ (attach copy of letter if necessary - see instructions) S |
Domestic foundations that meet the section 4940{e) requirements in Part V, check 1 304 , 143,
here P and enter 1% of Part I, ine 27b . . . . . e e e e e e e e !
All other domestic foundations enter 2% of line 27b. Exempt foreign organizations enter 4% of B ,]
Part |, line 12, col. {b).
Tax under section 511 {domestic section 4947(a){1) trusts and taxable foundations only. Others enter -0-) 2
Addlnes 1and 2. . v v v v v e e v e e e e e e e 3 304,143.
Subtitle A (income) tax (domestic section 4947(a)(1) trusts and taxable foundations only. Others enter -0-) , . . 4 NONE
Tax based on investment income. Subtract line 4 from line 3. If zero orless, enter -0- . . . . . . v v v v v . 5 304,143.
Credits/Payments. l
2015 estimated tax payments and 2014 overpayment credited to 2015. . . . | 6a 584 ! 102, !
Exempt foreign organizations - tax withheld atsource . . . . . . . . . . . . . 6b NONE [
Tax paid with application for extension of time to file (Form 8868), . . . . . . 6c NONE {
Backup withholding erroneouslywithheld . . . . . . ... ... ...... 6d S T
Total credits and payments. Add fines 6athrough Bd « « « & v v v ottt v v e e e e e e e e e 7 584,102.
Enter any penalty for underpayment of estimated tax. Check here - if Form 2220 s attached . . ... .. 8
Tax due. If the total of lines 5 and 8 1s more than line 7, enter amountowed . . . . ... .. e e e > 9
Overpayment. If line 7 1s more than the total of lines 5 and 8, enter the amount overpaid . . . . . ... .. »| 10 279,959.
Enter the amount of line 10 to be: Credited to 2016 estimated tax »> 279, 959 Refunded »| 11
Statements Regarding Activities
During the tax year, did the foundation attempt to influence any national, state, or local legislation or did it Yes | No
participate or intervene in any political campaign?, . . . . . . . ¢ . . v b e e ... e e e e e e e e e e e e e 1a X
Did 1t spend more than $100 dunng the vyear (either directly or indirectly) for political purposes (see
Instructions forthe definmtion)?. . . . . . . L L L i et e e e e e e e e e e e e e e e e b X
If the answer is "Yes" to 1a or 1b, attach a detarled description of the activities and copies of any materials 1
published or distributed by the foundation in connection with the activities. I N |
Did the foundation file Form 1120-POL for thisyear? . . . . . . e e e e e e e e e e e e e e e e e e e e e e e 1¢ X
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.» $ !
Enter the reimbursement (if any) paid by the foundation during the year for political expenditure tax imposed on j
foundation managers. P $ S I
Has the foundation engaged in any activities that have not previously been reported tothe IRS?. , . . . ... .. ...... 2 X
_If"Yes,” "attach a detalled descnptlon of the activities. 1
Has the foundation made any changes, not previously feported 16 the IRS, in 1ts governing~ instrument, -articles —of - — = 'L
incorporation, or bylaws, or other similar instruments? If "Yes, " attach a conformed copy ofthechanges . . . . . . ... ... 3 X
Did the foundation have unrelated business gross income of $1,000 ormoreduringtheyear?. . . . . . . . . o v v v v u .. 4a X
If "Yes," has it filed a tax return on Form 990-T forthiS Year? . . . . . v . v v v v v v e s e e e e e e e e 4b X
Was there a hiquidation, termination, dissolution, or substantial contraction duringthevyear?. . . . . . . . v o v o v v o .. 5 X
If "Yes," attach the statement required by General Instruction T %
Are the requirements of section 508(e) (relating to sections 4941 through 4945) satisfied erther: '
® By language in the governing instrument, or ‘
e By state legislation that effectively amends the governing instrument so that no mandatory directions that | _ | | _1
conflict with the state law remain 1n the governIng INSIIUMENT? .+ &« v & v v v 4 4 v b bt e e e v o m e e e s e m s 6 X
Did the foundation have at least $5,000 in assets at any time during the year? If "Yes," complete Part I, col. (c), and Part XV 7 X
Enter the states to which the foundation reports or with which 1t is registered (see instructions) » !
S |
If the answer is "Yes' to hne 7, has the foundation furnished a copy of Form 990-PF to the Attorney General | | o
(or designate} of each state as required by General Instruction G?If "No," attach explanation . , ., . . . . . . . . v o v ... 8b X
Is the foundation claiming status as a private operating foundation within the meaning of section 4942())(3) or J
4942(j)(5} for calendar year 2015 or the taxable year beginning 1in 2015 (see instructions for Part XIV)? If “Yes,”
Complete PALXIV.. « . . o o v i i e e e e e e e e 9 X
Did any persons become substantial contributors dunng the tax year? If "Yes," attach a schedule listing their
N8mMes 8nd BAGIESSES « « o o v v o i v e e e e i e e e e e e e e e e e e e e e e e e e e e e e e 10 X

JSA

Form 990-PF (2015)
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Form 990-PF (2015) 56-6036515 Page B
Mtatements Regarding Activities (continued)
11 At any time during the vyear, did the foundation, directly or indirectly, own a controlled entity within the Yes | No
meaning of section 512(b}{13)? If "Yes,” attach schedule {seeinstructions). . . . . . . . . . v i v bt bt 1 X
12 Did the foundation make a distnbuton to a donor adwised fund over which the foundation or a disqualified
person had advisory privileges? If "Yes," attach statement (see Instructions) . . . . . . .t 0 4L d e e i e i s 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 P> N/A
14 The books are in care of P SEE STATEMENT 11 Telephone no. P
Located at P - ZIP+4
15 Section 4947(a)(1) nonexempt charitable trusts filng Form 990-PF in lieu of Form 1041 - Check here . . . . . .. .. . . bU
and enter the amount of tax-exempt interest received or accrued duringtheyear. . . . . . . . . .« « o . o . .. > ' 15 l
16 At any time durning calendar year 2015, did the foundation have an interest in or a signature or other authority Yes | No

over a bank, securities, or other financial account inaforeigncountry?. . . . . . . . .. L L. oLt i e e e e e
See the instructions for exceptions and filing requirements for FINCEN Form 114. 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.

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? ., . . . . . . .. I:I Yes E No
{2) Borrow money from, lend money to, or otherwise extend credit to (or accept n from) a

disqualified Person? . . . . . L . Lt et e et e e e e m e e e s e e e e e e e e e Yes No
{3) Furmish goods, services, or faciities 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 disquahfied person {or make any of either available for
the benefit or use of a disqualified person)?. . . . . . ¢ . L . 0 h e e e e e e e D Yes E No
(6) Agree to pay money or property to a government official? (Exception. Check "No" if the
A foundation agreed to make a grant to or to employ the official for a period after
termination of government service, if terminating within 90 days.). . . . . . . ... . ... ... D Yes E No
b If any answer i1s "Yes" to 1a(1)-(6), did any of the acts fail to qualify under the exceptions described in Regulations
section 53.4941(d)-3 orin a current notice regarding disaster assistance (see instructions)? . . . . . . . .. Ve e e e !
Organizations relying on a current notice regarding disaster assistance check here. . . . . . . . . . .. N - I:]
¢ Did the foundation engage in a prnior year In any of the acts described in 1a, other than excepted acts, that
were not corrected before the first day of the tax yearbeginning In 20152 . &« . & & ¢ . v v vt 0ttt b v s ke e e

2 Taxes on falure to distribute income (section 4942) (does not apply for years the foundation was a private

_ _operating fqungiatlon defined in section 4942(j)(3) or 4942(j)(5))

a At the end of tax year 2015, did the foundation have any undistributed incorfie (liies” 6d -and ~—-— - — - —— —
6e, Part X} for tax year(s) beginning before 20157, . . . . . . . . . .. . i it i e e D Yes E No
If "Yes," list the years P , s ,

b Are there any vyears listed in 2a for which the foundation 1s not applying the provisions of section 4942(a){2)
(relating to incorrect valuation of assets) to the year's undistributed income? (If applying section 4842(a){(2) to
all years listed, answer "No" and attach statement - S€€inStrUCHONS } ., . . . & v @ v vt 4 b e e e e e e e e e e e

¢ If the provisions of secton 4942(a){2) are being applied to any of the years listed in 2a, list the years here.

| . , ,
3a Did the foundation hold more than a 2% direct or indirect interest In any business enterprise
atanytimeduringtheyear? . . . . . . . v i i ht i s e e e e e e e e e e D Yes E No

b If "Yes," did 1t have excess business holdings in 2015 as a result of (1) any purchase by the foundation or
disquabfied persons after May 26, 1969; (2) the lapse of the 5-year period {or longer period approved by the
Commusstoner under section 4943(c)l(7)) to dispose of holdings acquired by gift or bequest, or {3) the lapse of
the 10-, 15-, or 20wyear first phase holding pernod? (Use Schedule C, Form 4720, to determine if the
foundation had excess business holdings 1n 2015.) . . . . . . . . . e e e e e e e e e e e e e o

4a Did the foundation nvest durning the year any amount in a manner that would jeopardize its charitable purposes?

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 beginning in 2015?

Form 990-PF (2015)
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Form 990-PF (2015) 56-6036515 Page 6
Part VII-B Statements Regarding Activities for Which Form 4720 May Be Required {continued)
5a During the year did the foundation pay or incur any amount to: i
(1) Carry on propaganda, or otherwise attempt to influence legislation {section 4945(e))? , . . . . . I:I Yes No !
{2) Influence the outcome of any specific public election (see section 4955), or to carry on, i
directly or indirectly, any voterreqistration drive?, . . . . . . . . .04 e e e v e e e e s Yes No |
(3) Provide a grant to an individual for travel, study, or other similar purposes? . . . . . . . . . .. Yes No ‘
(4) Provide a grant to an organization other than a charitable, etc., organization described in
section 4945(d)(4)(A)? (seeinstructions). . . . . . . . . i i i i i e e e e s Yes No
{5) Provide for any purpose other than religious, charitable, scientific, literary, or educational <
purposes, or for the prevention of cruelty to chiidren oranimals? . . . ... ... ....... Yes No
b If any answer s "Yes" to 5a(1)-{5), did any of the transactions fail to qualify under the exceptions described in N
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 . , . . . . ... ... ...... > D
¢ If the answer 1s "Yes" to question 5a(4), does the foundation claim exemption from the tax
because it maintained expenditure responsibility forthegrant? . . . . . . . .. ... .. 0. Yes D No I
If "Yes," attach the statement required by Regulations section 53 4945-5(d). :
6a Did the foundation, dunng the year, receive any funds, directly or indirectly, to pay premiums
onapersonal benefit contract? , | ., . ... ... L. e e e e D Yes No |- -
b Did the foundation, during the year, pay premiums, directly or indirectly, on a personal benefit contract? . ., . . ... ... 6b X
If "Yes" to 6b, file Form 8870.
7a At any time during the tax year, was the foundation a party to a prohibited tax shelter transaction?, . D Yes No T .
b If "Yes," did the foundation receive any proceeds or have any net income attributable to the transaction?. . . . . ... .. 7b

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 (¢} Compensation {d) Contributions to

(a) Name and address hours per week (If not paid, employee benefit plans {e) Expense account,
devoted to position enter -0-) and deferred compsnsation other allowances
SEE STATEMENT 12 2,119,345,

2

- - JlNoNE:n___ _——_— e -

Compensation of five highestpaid employees

(other than those included on line 1 - see instructions).

if none, enter

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

(d} Contributionsto
employee benefit
plans and deferred
compensation

(b) Title, and average
hours per week
devoted to position

(¢} Compensation

(e) Expense account,
other allowances

ALAN G WELCH SYSTEMS MANAGER

128 REYNOLDA VILLAGE, WINSTON-SALEM, NC 27107 40 H 92,437, -0- -0-
ALLEN J. SMART VP OF PROGRAMS

128 REYNOLDA VILLAGE, WINSTON-SALEM, NC 27107 40 H 267,621. -0- -0-
JOEL T. BEESON DIRECTOR OPERATI

128 REYNOLDA VILLAGE, WINSTON-SALEM, NC 27107 40 H 137,745, -0- -0-
JOSEPH D. CROCKER DIRECTOR PND

128 REYNOLDA VILLAGE, WINSTON-SALEM, NC 27107 40 H 178,493, -0- -0-
LORI V. FULLER DIRECTOR EVALUAT

128 REYNOLDA VILLAGE, WINSTON-SALEM, NC 27107 40 H 110,485. -0- -0-
Total number of other employees paid over $50,000 « . - v v v v v v v v v v o e e e e e e e e » NONE

JSA

5E1460 1 000

DMD305 5892 02/10/2017 11:54:35

Form 990-PF (2015)
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56-6036515
Form 990-PF (2015)

Page 7

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 s o o v o o » NONE
Part IX-A Summary of Direct Charitable Activities
List the foundation’s four largest direct charitable activittes during the tax year. Include relevant statistical information such as the number of E
xpenses
organzations and other beneficiaries served, conferences convened, research papers produced, etc
1SIF SEE ATTACHED SCHEDULE
770,955.
2
3
4
Part IX-B Summary of Program-Related Investments (see instructions)
Amount

Describe the two largest program-related investments made by the foundation duning the tax year on lines 1 and 2.

1NONE

All other program-related investments See instructions.

3NONE

Total. Add lines 1 through 3 . . . . . . . . . . .. . e e e e e e e e e .. »

JSA
5E1465 1000

DMD305 5892 02/10/2017 11:54:35

Form 990-PF (2015)



Form 990-PF (2015) 56-6036515 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 1n carrying out charitable, etc.,
purposes: R
a Average monthly fair market value of SECUNItIES , . . . . . . v v vt i it it e et e 1a 514,281,333.
b Average of monthly cash balances. . . . . . . v vttt it i e e e 1b 8,266,881,
¢ Fair market value of all other assets {(see INStrUCtiONS), . . . . . . o o o o e e e e e e e e e e e e 1c NONE
d Total (add lines 1a, b, 8nA ) . . . o o vt it e e e e e 1d 522,548,214,
e Reduction claimed for blockage or other factors reported on lines 1a and
1c (attach detailed explanation) _ . . . . . ... .. ... . ' .'... I 1e o
2 Acquisition indebtedness applicable to line T assets _ . . . . . . . . . i i 2 NONE
3 Subtractline 2fromline 1d | . . . ... e 3 522,548,214,
4 Cash deemed held for charitable activities. Enter 1 1/2% of line 3 (for greater amount, see
INSITUCHIONS) | L it e e e e e 4 7,838,223,
5 Net value of noncharitable-use assets. Subtract line 4 from line 3. Enter here and on Part V, line 4 | 5 514,709,991.
6 Minimum investment return. Enter 5%oflineb ... .. ... ... ... .. e 6 25,735,500,
Distributable Amount (see instructions) (Section 4942(j)(3) and ()){5) private operating foundations
and certain foreign organizations check here p [_—l and do not complete this part.)
1 Minimum investment return fromPart X, INe 6 « « - = + ¢ v v v i i e e e e e e e s 1 25,735,500.
2a Tax on investment income for 2015 from Part VI, line5 . . . .. .. 2a 304,143.
b Income tax for 2015, {This does not include the tax from Part VL.} , . 2b —_
e Addlines2aand 2b . . . . . ... .. e e e e 2c 304,143.
3 Distributable amount before adjustments. Subtract line 2¢c fromline1 . ... ... ... ... .... 3 25,431,357,
4 Recoveries of amounts treated as qualifying distributions . . . . . ... ... ... ... ... .... 4 134,091.
5 Addlines3and 4, . . .. ... e e e 5 25,565,448.
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 Xili,
[ T T T T T T ST 7 25,565,448.
Qualifying Distributions (see instructions)
1 Amounts paid (including administrative expenses} to accomplish charitable, etc., purposes: o
a Expenses, contributions, gifts, etc. - total from Part |, column {d),line 26 , ., ., ... ... ... .... 1a 28,050,993.
b Program-related investments -total from Part IX-B . . . . . .. ... ... ... ., 1ib
2 Amounts paid to acquire assets used (or held for use) directly in carrying out charitable, etc.,
© puwrposes | L L UL o T oo T T T2 — - - - NONE — —
3 Amounts set aside for specific charitable projects that satisfy the: o
a Suitability test (prior IRS approval required) | | ... ... L Lo Lo 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 XI, ne 4 | 4 28,050,993.
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) _ . . . . . . . . . . . i i i e e e e, 5 304,143.
6 Adjusted qualifying distributions. Subtract hne 5 fromlined _ . . . ... .............. 6 27,746,850,

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.

JSA
5E1470 1000

DMD305 5892 02/10/2017 11:54:35

Form 990-PF (2015}



56-6036515

Form 9S0-PF {2015) Page 9
m Undistributed Income (see instructions)
(a) (b} (c) (d)
1 Distnbutable amount for 2015 from Part X, Corpus Years prior to 2014 2014 2015
T 25,565,448.
2 Undistributed income, if any, as of the end of 2015 e e e = !
a Enter amountfor2014only, . . . . . . . . .. 27,274,106. :
b Total for prioryears 20 13 ,20 ,20 NONH
3 Excess distributions carryover, If any, to 2015:
a From2010 . . - . .. NONE ;
b From2011 . . . . - . NONE ,
¢ From2012 . . . « - . NONE |
d From2013 .« .+« - NONE |
e From2014 . . . . .. NONE| |
f Totaloflines 3athroughe . . . . . v o o o+« NONE E
4 Qualifying distnbutions for 2015 from Part XI, !
lined: » $ 28,050,993. . ;
a Applied to 2014, but not more than line 2a . . . 27,274,106.
b Applied to undistributed income of prior years '.
{Election required - see instructions) . . . . . . . NONH ‘
¢ Treated as distributions out of corpus (Election !
required - see instructions) . . . . . ... ... NONH '
d Applied to 2015 distnbutable amount. . . . . . 776,887.
e Remaining amount distributed out of corpus. . . NONE .
5 Excess distributions carryover applied to 2015 . NONH NONE
(If an amount appears in column (d), the same |
amount must be shown in column (al.) |
6 Enter the net total of each column as ;
indicated below: _ - e - !
a Corpus. Add lines 3f, 4c, and 4e. Subtract line 5 NONH |
b Prior years’ undistnbuted income. Subtract 1
linedbfromhne2b. . . « « « v v o v v a0 v - NONE |
¢ Enter the amount of prior years’ undistributed I
income for which a notice of deficiency has i
been issued, or on which the section 4942(a) :
tax has been previously assessed - - « « - . - - NONE .
d Subtract line 6¢ from lne 6b. Taxable B ’ - '
amount -see INStructions « . « « « v v v oo - . - NONE
e Undistributed income for 2014, Subtract line
4a from hne 2a. Taxable amount - see
INSIFUCHIONS  « « ¢ = o & s = o = = = « = s = = »
f Undistributed income for 2015. Subtract lines
4d and 5 from line 1. This amount must be
distrbuted iN 2016+ « « « v v v v o s s e e 24,788,561,
7 Amounts treated as distributions out of corpus
to satisfy requirements imposed by section
170(b}{1)(F) or 4842(g)(3) (Election may be
required - see instructions) . . . . . . . .. e e NONE
8 Excess distnbutions carryover from 2010 not
applied on line 5 or line 7 {see instructions) . . . NONE
o Excess distributions carryover to 20186.
Subtract lines 7 and 8 fromline6a . . . . . . . NONE
10 Analysis of line 8
a Excess from 2011 . . . NONE
b Excess from 2012 . . . NONE
¢ Excess from 2013 . . . NONE
d Excess from 2014 . . . NONE
e Excess from 2015 . . . NONE
Form 990-PF (2015)
JsA
5E1480 1000
DMD305 5892 02/10/2017 11:54:35 26 -



Form 990-PF (2015} 56-6036515 Page 10

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 1t 1s a prnivate operating
foundation, and the ruling is effective for 2015, enter the date of therulng . . . . . . ... . ... D>
b Check box to indicate whether the foundation is a private operating foundation described In section | I 4942())(3) or I | 4942())(5)
Tax year Prior 3 years

2a Enter the lesser of the ad- (e) Total
Justed net incorne from Part (a) 2015 {b) 2014 {c) 2013 {d) 2012
| or the minimum investment
return from Part X for each

year listed

€ Qualifying distributions from Part
XII, line 4 for each year histed

d Amounts included in hine 2¢ not
used diwectly for active conduct
of exempt activities « « « .

€ Qualifying distributions made
directly for active conduct of
exempt activities Subtract line
2dfromhne2ec ., ., . . ., .
3 Complete 3a, b, or ¢ for the
altarnative test relied upon
@ "Assets” alternative test - entar

(1) valus of all assets . . .
(2) Value of assets qualifying
under section
4942(M3)BYY. « « . .
b "Endowment” alternative test-
enter 2/3 of mimmum mnvest-
ment return shown in Part X,
bne 6 for each yearlisted , . .

C "Support” alternative test - enter

(1) Total support other than
gross nvestment income
(interest, dividends, rents,
payments on securities
lons (section 512(a)(5)),
orroyalties)s . . « . .

(2) support from general
public and 5 or more
exempt organizations as
provided in section 4942
OU3NBYMY L . . . . .

{3) Largest amount of sup-
port from an exempt
organization. . . . . .

o {4) Gross investment 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 herePDif 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-

SEE _STATEMENT 13
b The form in which applications should be submitted and information and materials they should include*

SEE ATTACHED STATEMENT FOR LINE 2

¢ Any submission deadlines:
SEE ATTACHED STATEMENT FOR LINE 2

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

SEE ATTACHED STATEMENT FOR LINE 2
sE14353 000 Form 990-PF (2015)
DMD305 5892 02/10/2017 11:54:35 27 -




56-6036515

Form 990-PF (2015) Page 11
Supplementary Information (continued)
3 Grants and Contributions Paid DurinF the Year or Approved for Future Payment
Recipient "s’.ff\',ﬂ’ ':,r:\t, 'rseﬂ,r;.:,r;,dsmgl:gl' F°:;:datl';f’" Purpose of grant or Amount
Name and address (home or business) any foundanon manager | o2 LT contribution
a Paid during the year
HCD and PND SEE ATTACHED SCHEDULE
1 WEST 4TH STREET WINSTON-SALEM NC 27101 N/A PC CHARITABLE CONTRIBUTIONS 24,448,639,
L I I S S » 3a 24,448,639,
b Approved for future payment
PND & BCD SEE ATTACHED SCHEDULE
1 WEST 4TH STREET Winston-Salem, NC 27101 N/A PC CHARITABLE CONTRIBUTIONS 20,571,254,
) 0 2 P T I S S ST S AT TSP » 3b 20,571,254,
JSA Form 990-PF (2015)

561491 1000

DMD305 5892 02/10/2017 11:54:35
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Form 990-PF (2015)

Enter gross amounts unless otherwise indicated.

1 Program service revenue:

56-6036515

Page 12

Analysis of Income-Producing Activities

Unrelated business income

Excluded by section 512, 513, or 514

(a)

Bustness code

(b}

Amount

(e}

Exclusion code

(d)

Amount

{e)
Related or exempt
function 1ncome
(See instructions.)

- 0o o 0 o

gAsE WwWN

a
b
Net

-
- QW 0w ~NO

-

Oth
b

Membership dues and assessments
Interest on savings and temporary cash investments -
Dividends and interest from securities

Net rental income or (loss) from real estate

Other investment income
Gain or {loss) from sales of assets other than inventory|

Net income or (loss) from special events
Gross profit or {loss) from sales of inventory. .

Fees and contracts from government agencies

14

11,475,842,

Debt-financed property . . . . . - . ...

Not debt-financed property » + » « + . . .

rental income or {loss) from personal property. .

18

20,715,242,

er revenue" a

TAX REFUND

197,306.

(4

RETURNED GRANTS

134,0091.

d

12 Subtotal. Add columns (b}, (d), and (e} ., . . .
13 Total. Add line 12, columns (b}, (d), and (e}

32,522,481.

{See worksheet 1n line 13 instructions to verify calculations.)

13

32,522,481,

: Relationship of Activities to the Accomplishment of Exempt Purposes

Explain below how each activity for which income 1s reported in column (e) of Part XVI-A contributed importantly to the
accomplishment of the foundation’s exempt purposes (other than by providing funds for such purposes). (See instructions.)

JSA

5E1492 1,000

DMD305 5892 02/10/2017 11:54:35

Form 990-PF (2015)
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Form 990-PF {2015) 56-6036515 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
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:
0 T
(2) Other @SSelS. . . . v v v i v e it it e ettt e e e e e e e e e
b Other transactions: ;
(1) Sales of assets to a nonchantable exempt organization . , . . . . . . . . . . . i i i it i e e e e
(2) Purchases of assets from a noncharitable exempt organization, ., ., . . . . . . . . i i v v v v et v v s v v v n
{3) Rental of facilities, equipment, or Other 8ssels _ . . . . . . . . i i i i it i et e e e e e e e e
(4) Reimbursement arrangements . . . . . . . ... L L. s e e e e e e e e e e e
{5) Loans Oor 108N QUArANTEES , . . . . v . o v i i e e e e e e e e e e e e e e e e e e e
(6) Performance of services or membership or fundraising solicttations , . . . . . .. ... .. ... .. ......
¢ Sharing of facilities, equipment, mailing lists, other assets, or paidemployees , . . .. .. .............
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 affiliated with, or related to, one or more tax-exempt organizations

described in section 501{c) of the Code (other than section 501(c)(3}} or insection 6527? _ . . . ... .. . [:I Yes @ No
b If "Yes," complete the following schedule.
{a) Name of organization {b) Type of organtzation {c) Description of relationship

Under penaltieg of perjury, | declare that | have examined ths return, including accompanying schedules and statements, and to the best of my knowledge and belef, it is true,
corr d rersmvtrp taxpayer) 1s based on all information of which preparer has any knowledge
Sign > B T } May the IRS discuss this return
Here e”s Fa’;gg ank, NA | 02[ 10/2017 Trustee with the preparer _shown below
Signature of officer or trustee Date Title {see instructions)? Yes DN°
. Print/Type preparer's name Preparer’s signature Date Check | I i | PTIN
Paid
self-employed
Preparer [ = T » Firm'sEIN__ D>

Use Only |Frm'saddress B

Phone no.

Form 990-PF (2015)
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Kate B. Reynolds Charitable Trust 8/31/2016

Prior Year refund — SIF

7/26/2016 Southside United Health Center $26,563.00
Return of 2015 DCA payment check #29522868 7/27/2015
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PORY | Lives 33D Sttt s

ADMINISTRATIVE OFFICE OF THE KATE B. REYNOLDS CHARITABLE TRUST )

CASH DISBURSEMENTS BY DIVISION
Year Ended August 31, 2016

Total
Health Care Poor and Needy Cash
Division Division Disbur{s_e_n\xLMS_ |
Supporting'expenses:

Audit/accounting fees 5,972 1,991 7,963
Consultant fees and expenses 75,417 25,139 100,556
Dues/memberships 23,476 7,825 31,301
Entertainment 3,491 1,165 4,656
Equipment and furnishings 83,151 27,718 110,869
Equipment maintenance 37,948 12,649 50,597
Housekeeping services 9,165 3,055 12,220
Insurance 11,766 3,923 15,689
Miscellaneous 4,628 1,543 6,171
Office supplies 13,723 4,574 18,297 :
Postage 4,231 1,410 5,641 -
Printing/copying 466 156 622
Professional services:

Administrative expenses 15,851 5,285 21,136

Newsletters 1,392 464 1,856 .

Other printing/copying/photo 3,715 1,239 4954 ¢
Public relations 1,875 625 2,500 -
Rent 58,457 19,486 77,943 :
Sponsored meetings 22,043 7,348 29,391 y
Staff development-and travel 95,683 31,894 127,577 -

___ Subscriptions 751 251 1,002

Telephone services T 20,6047 T T TTT7200 T 7T U T28.805 T T —
Website/Internet (net) 1,601 535 2,136

Total cash disbursements $ ‘Hé ; !5(0 ‘ ﬂé; 426 = M
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TW K B REYNOLDS CHARITABLE TRUST BOND AC

56-6036515

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

ADJ FOR PRIOR YEAR LIQUIDATION IN 2016
SALES TAX REFUND AUDIT REPORT

ROC ADJ

BLACKROCK 14,682.5814 SHS CROSSED YEARS
MF POSTING DATE AFTER TYE

TIMING ADJ BETWEEN ADMIN AND PAYROLL

TOTAL

XD578 2000

DMD305 5892 02/10/2017 11:54:35

379,288.
3,621.
242,630.
1,320,828,
291,476.
139,881.

STATEMENT

43

10



TW K B REYNOLDS CHARITABLE TRUST BOND AC

FORM 990PF, PART VII-A, LINE 14 - BOOKS ARE IN THE CARE OF

NAME: WELLS FARGO BANK

ADDRESS: 1 WEST 4TH STREET 2ND FLOOR
WINSTON-SALEM, NC 27101

TELEPHONE NUMBER: (800)352-3705

XDS76 2000 s nE 5892 02/10/2017 11:54:35

56-6036515

STATEMENT

44

11




TW K B REYNOLDS CHARITABLE TRUST BOND AC

FORM 990PF, PART VIII

OFFICER NAME:
Wells Fargo Bank
ADDRESS :
1525 WEST W T HARRIS BLVD
CHARLOTTE, NC 28288-5709
TITLE:
TRUSTEE
COMPENSATION
COMPENSATION EXPLANATION:
See Attached Footnote

TOTAL COMPENSATION:

XD578 2000

DMD305 5892 02/10/2017 11:54:35

...............................

56-6036515

- LIST OF OFFICERS, DIRECTORS, AND TRUSTEES

2,119,345.

................

2,119,345.

STATEMENT

45
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TW K B REYNOLDS CHARITABLE TRUST BOND AC ' 56-6036515
FORM 990PF, PART XV - LINES 2a - 2d

RECIPIENT NAME:
WWW.KBR.ORG
FORM, INFORMATION AND MATERIALS:
WWW.KBR.ORG
SUBMISSION DEADLINES:
WWW.KBR.ORG
RESTRICTIONS OR LIMITATIONS ON AWARDS:
25% of net income is to benefit the poor & needy of forsyth
county and 75% of net income to benefit health care for charity

STATEMENT 13

XD576 2000

DMD305 5892 02/10/2017 11:54:35 46 -



TW K B REYNOLDS CHARITABLE TRUST BOND AC 56-6036515

FEDERAL FOOTNOTES

PART VIII, LINE 1 SUPPLEMENTAL INFORMATION FOR AVERAGE HOURS PER WEEK.
STATEMENT :

THE COMPENSATION REPORTED IN COLUMN (C) IS CALCUALTED BASED ON
PERIODIC MARKET VALUES AND/OR THE APPLICATION FEE AGREEMENT. IT IS NOT
DETERMINED SOLELY ON AN HOURLY BASIS. CORPORATE TRUSTEE SERVICES
INCLUDE, BUT ARE NOT LIMITED TO, ADMINISTRATIVE SERVICES SUCH AS
FIDUCUARY ACCOUNTING, CUSTODY OF ASSETS, COMPLYING WITH TAX FILING
REQUIREMENTS, COMPLING WITH DISTRIBUTION PROVISIONS, AND COMPLYING
WITH FEDERAL AND STATE LAWS APPLICABLE TO PRIVATE FOUNDATIONS, PLUS
ASSET MANAGEMENT SERVICES SUCH AS CREATING ASSET ALLOCATION
STRATEGIES, INVESTMENTS REPORTING AND REALLOCATING AND REBALANCING OF
PORTFOLIOS AS NECESSARY.

STATEMENT 14

XD578 2000

DMD305 5892 02/10/2017 11:54:35 47 E
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NORTH CAROLINA IN THE GENERAL COURT OF JUSTICE
SUPERIOR COURT DIVISION
FORSYTH COUNTY FILE(If VS 4833

INTHE MATTER OF THE KATE B.

REYNOLDS SECTION V TRUST

WELLS FARGO BANK. N.A.. in its

capacity as Trustee of the Kate B. ‘

Reynolds Section V Trust. ORDER AND FINAL JUDGMENT

REFORMING TERMS OF
Plaintift. KATE B. REYNOLDS SECTION V
TRUST

V.

ROY COOPER, Attorney-General
of The State of North Carolina.

R N N N . T i W g e

Defendant.

THIS MATTER coming on to be heard and being heard during the September 6. 2016
Superior Court session before the undersigned Judge of the General Court of Justice, Superior

Court Division of Forsyth County. North Carolina. on Plamntitf's Complaint seeking a

___ Declaratory Judgment clarifying.and. construing-certain-terms-of-the-Kate-B--Reynolds-Section V- -

Trust and further seeking a modification of the terms of the Section V Trust. The Court having
reviewed the pleadings and the attached exhibits. and having heard the arguments of counsel,
hereby makes the following:

FINDINGS OF FACT

1. Plaintiff Wells Fargo Bank, N.A. is the sole trustee of the testamentary trust (the “Kate B.
Reynolds Section V Trust™ or the ~Trust™) created pursuant to Section V of the Last Will and
Testament of Kate G. Bitting Reynolds dated July 26. 1934 (the ~“Will™).

2. The Kate B. Reynolds Section V Trust is a charitable trust originally established for two

purposes: (i) to benefit the poor and needy in Forsyth County and (ii) to provide for the care of



charity patients at hospitals in North Carolina. Specifically. the language of Section V of the

Reynolds Will creating the Trust states as follows:

3.

To my trustees hereinafter named. in trust. 10 pay one-fourth of the net
income therefrom for the benefit of the poor and needy of the City of
Winston-Salem and of the County of Forsyth, North Carolina ...; and to
pay three-fourths of the net income therefrom to the Hospitals located in
the State of North Carolina. for the benefit of Charity patients.

The Trust is currently operated as a private foundation and is qualified as a 501(c)(3) tax-

exempt organization under federal law.

4.

The Kate B. Reynolds Section V Trust has been before this Court many times and various

Orders affecting the Trust have been entered over the last fifty years. A summary of those prior

Orders is as follows:

a. On January 25, 1971, pursuant to an order of this Court (File # 69 CVS 3151) and
affirmed by the North Carolina Supreme Court (See 279 N.C. 265 (1971)), the charitable
purpose of the three-fourths portion of the Kate B. Reynolds Section V Trust
administered for the benefit of hospitals in North Carolina was modified to grant
discretion to the Trustees to use the income from the three-fourths portion of the Trust “to

serve the health and medical needs of the people of North Carolina who may be in need

of medical care or assistance for financial reasons.” The remaining one-fourth portion of
the Trust continues to benefit the poor and needy of Forsyth County.

b. On December 6, 1988. pursuant to an order of this Court, the Trustee was
authorized to sell the stock in R.J. Reynolds Tobacco Company (thé “RJIR Stock™) owned
by the Trust and invest all proceeds from the sale of the RIR Stock. together with all
other assets of the Trust, “without restriction.” (the 1988 Order™) The 1988 Order was
required because when Kate G. Bitting Reynolds created the KBR Section V Trust, she
expressly stated in Section Five of the Will that any RIR Stock which passed into the
Trust “shall not in any event be sold, exchanged or otherwise disposed of by my trustees,

but that the same shall be held in the trust as a permanent investment.” In addition,




Section Six of the Will stated that all new investments made by the Trustees “shall be in
obligations of the United States of America and/or in obligations of the States of the
United States of America.” These investment restrictions gave the Trustee virtually no
discretion to invest the assets of the Trust. In 1988, however. a tender offer was made by
Kohlberg Kravis Roberts & Co. (the "KKR Offer™) for the purchase of the stock of RJR
Stock. As a result of the tender offer. the Trustee determined that the KKR Offer was
one which the Trust should accept. However. the provisions of the Will prevented the
Trustee from selling the RJR Stock. Accordingly. the Trustee filed a petition with this
Court seeking to remove the restrictions preventing the Trustee from selling the RJR
Stock and prohibiting the Trustee from making new investments in anything other than
state or federal treasury obligations. The 1988 Order allowed the relief requested.

c. In 1997 and 2003. this Court entered orders granting specific permission to the
Trustee to make certain investments. Specifically. (i) on April 25, 1997, this Court
entered an order with respect to each of the Hospital and the Poor and Needy Portions of
the Trust (the “1997 Orders™) finding that the Trustee —has concluded that as much as

10% of the value of Trust assets could be prudently invested in timberlands™ and

authorizing certain fees to be paid to the Trustee for timberland managément services

“that do not exceed 10% of the value of the principal of the Trust™ and (i1) on April 21,
2003. this Court entered an order (the “2003 Order™) authorizing the Trustee to invest up
to 10% of the value of the principal ot the Trust in hedge funds.

d. In 1971, 1985, 1989 and 1997. this Court entered orders pre-approving a
reasonable expenditure for costs associated with hiring advisors and assistants to perform
administrative duties on behalf of the Trust Specifically,

i. In 1971, the Trustee petitioned this Court for an order regarding
expenditures for costs associated with administering the Hospital Portion of the
Trust. On January 25. 1971, tlus Court entered an order authorizing the Trustee to
create an Advisory Board and expend reasonable sums to hire such Advisory

-
)




Board and to pay the reasonable cost and expense ot employing other persons to
provide administrative assistance and that “sums expended which do not exceed
3%2% per annum of the gross income of the Hospital Trust shall be deemed
reasonable expenses. chargeable against trust income. in carrying out the
additional duties imposed.™

ii. In 1985, the Trustee petitioned this Court for an order regarding
expenditures for costs associated with administering the Poor and Needy Portion
of the Trust. On October 25. 1985. this Court entered an order authorizing the
Trustee to create an Advisorv Board and expend reasonable sums to hire such
Advisory Board and to pay the reasonable cost and expense of employing other
persons to provide administrative assistance and that costs and expenses paid
from the Poor and Needy Portion of the Trust “shall not exceed 3%% per annum
of the gross income™ of the Poor and Needy Portion of the Trust. -

iii.  In 1989, the Trustee petitioned this Court for an order recognizing the
increased administrative efforts of the Trustee as a result of the growth and
expansion of the Trust assets and the services provided and seeking to combine
the  administrative- functions- of—the- Hospital - Portion —of _the _Trust with _the
administrative functions of the Poor and Needy Portion of the Trust. On
September 28, 1989, this Court entered two separate orders (one with respect to
the Hospital Portion and a second with respect to the Poor and Needy Portion)
permitting the administrative functions of the Trust to be combined, authorizing
the Trustee to continue to employ administrative assistance and to incur
reasonable expenses in connection with the administration of the Trust, and
directing that “costs and expenses incurred in the combined administration of the
Poor and Needy Portion and the Health Care Portion which do not exceed 6% per

annum of the gross income of the | Trust] shall be deemed reasonable expenses.”



iv.  In 1997, in the same 1997 proceeding referenced above, the Trustee
sought an order pre-approving reasonable expenditures determined as a
percentage of overall trust value rather than as a percentage of trust income. The
Trustee asserted that such a change was necessary given the fact that since the
Trust’s sale of all of its RIR stock. the Trustee had invested Trust assets not for
income but with the goal of obtaining an optimum total investment return over
time. The 1997 Orders allowed the change and held that this Court’s prior orders
approving payment from Trust funds for reasonable administrative costs and
expenses of up to 6% of the gross income ot the Trust “is hereby amended to
provide that up to .50% of the value of the [Trust] net assets, determined on the
basis of a 3-year moving average (calculated by taking the average of the market
value of the Trust at the end of the current fiscal year and the two preceding fiscal
years), shall. beginning with the next fiscal year of the [Trust] be deemed
reasonable administrative costs and expenses.”

e. On August 20. 1998, this Court entered an Order (the 1998 Order™) approving a

change in the method by which trustee compensation was calculated. The Trustee had

“filed a petition~-with this—- Court—seeking -to change-the -method. by which. trustee

compensation was calculated from an income-based calculation to a calculation based
upon principal value. The Trustee also sought to increase its compensation to reflect the
additional services being provided by the Trustee. The 1998 Order was effective as of
the fiscal year of the Trust beginning on September 1. 1997 and gave the Trustee the right

to retain compensation for services rendered according to the following fee schedule:

Asset Value Annual Rate
On amounts up to and 4133333%
including $25,000,000
On amounts greater than .2866666%
$25,000,000 and through

(9]



$100,000,000

On amounts greater than .2600000%
$£100.000.000 and through

$500,000,000

On amounts greater than 2133333%

$500,000.000

The 1998 Order specifically stated that the new fee provisions were intended to award
compensation to the Trustee for performance of all of the following services: trust
administration, investment management. asset custody. tax service, and securities
lending. There was one exception to the new fee provisions. The 1998 Order
specifically stated that the new fee provisions did not apply to specialized investment
management services (such as timberland management services) where a separate Order
of this Court established a separate fee for such specialized investment management
services.

f. In the 2003 Order (referenced above), this Court replaced the fee provisions of the
1998 Order with fee provisions that authorized the Trustee, beginning with the fiscal
quarter of the Trust ending on April 30. 2003. to collect annual trustee compensation

equal to .70% of the value of the trust assets. The increase in compensation was allowed

in order to compensate the Trustee for enhanced investment services that the Trustee was-
able to provide to the Trust as a result of Wachovia's merger with First Union National
Bank. The 2003 Order, like the 1998 Order. stated that the new fee provisions did not
apply to specialized investment management services (such as timberland management
services and hedge fund investments) where a separate Order of the Court establishes a
separate fee for such specialized investment.

g. On August 16, 2006, this Court entered an Order (the 2006 Order™) stating that
. effective August 17. 2006, “the timberland investment shall .... be subject to the

commission schedule provided for in the (2003 Order.]”



5. In its current Petition. Plaintiff seeks an order stating that (i) as Trustee, Plaintiff is
currently entitled to invest the assets of the Trust without restriction in accordance with the
provisions of Article 9 of Chapter 36C of the North Carolina General Statutes, or any future
generally applicable default rule governing the investment responsibilities of trustees of express
trusts; (ii) as part of its ability to invest the assets of the Trust without restriction, there are no
limitations on the percentage of assets of the Trust that the Trustee can invest in any one type of
investment; (iii) as Trustee. Plaintiff may employ advisors and assistants to perform
administrative duties on behalf of the Trust and may compensate such advisors and assistants in
a manner which the Trustee determines to be reasonable and appropriate and which is allowable
under applicable law; and (iv) the terms ot the Trust and the provisions of prior orders entered by
this Court that govern Trustee compensation are modified to provide a new method for
calculating the commissions the Trustee is entitled to collect for serving as Trustee.

6. Since 2004, the Trustee has adopted new investment strategies for the Trust which focus
on an “open architecture” investment approach pursuant to which the Trustee may employ a
variety of investment options which include the use of outside investment managers to invest and

manage specific assets and asset classes of the Trust. Under the open architecture approach,

" each outside investment manager hired to investa portion of the Trust’s assets hasTits own fee — —

associated with the services it renders, which fees would be passed through to the Trust. The
Trustee’s role is to exercise due diligence in selecting qualified outside investment managers, to
actively and continuously monitor the actions and investment performance of such managers and
the funds, to assess the appropriateness of each manager or fund. and. when prudent, to replace
under-performing managers or funds. None of the assets of the Trust will be invested in
proprietary mutual funds. proprietary common trust funds, or proprietary private funds.

7. As a result of the Trustee’s move to an open architecture investment strategy for the
Trust, the fee structure as set by the 2003 Order (and, to the extent applicable, the 2006 Order) is
no longer appropriate because that fee structure was based on the underlying assumption that the

Trustee would be directly investing all of the assets of the Trust. Because the Trustee no longer

7



engages solely in the direct selection of stocks. bonds and other assets for the Trust, trustee
compensation should be adjusted accordingly.

8. Kate G. Bitting Reynolds. the settlor of the Trust. could not have anticipated in 1934 the
varied and complex investment and advisory needs of such a large Trust, or the fact that it may
eventually be in the best interests of the Trust beneficiaries if her Trustee(s) no longer engaged
solely in the direct selection of stocks. bonds and other assets for the Trust. but instead involved
other advisors with areas of particular investment expertise to manage certain Trust investments.

9. The North Carolina Attorney General, who is the representative of the public interest and
in that capacity represents the interests held by all potential charitable beneficiaries of the Trust,
has been notified of this proceeding 1n accordance with the requirements of N.C. Gen. Stat. §
36C-2-205(@1). The Associate Counsel for the Department of Justice. on behalf of the Attorney
General, reviewed Plaintiff's Complaint and provided a letter stating that the Attorney General
did not wish to be heard regarding the relief requested in this proceeding. A copy of the

Associate Counsel’s letter was attached as an exhibit to Plaintitf"s Complaint.

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

CONCLUSIONSOF LAW ~— 7 "7 "7 77" 77—~

1. The only necessary parties to this proceeding are Plaintiff and Defendant. The interests
of all potential charitable beneficiaries from the Trust have been adequately represented by the
Attorney General who is the representative of the public interest and in that capacity represents
the interests held by all potential charitable beneficiaries of the Trust. On behalf of all such
potential charitable beneficiaries of the Trust. the Attorney General has reviewed Plaintiff’s
Complaint and has indicated that he does not wish to be heard with respect to the relief
requested.

2. This Court has jurisdiction of this matter pursuant to Chapters 1 and 36C of the General

Statues of North Carolina.



3. The Trust is irrevocable.

4. The issue presented by Plaintiff regarding whether it has the ability to invest the assets of
the Trust without restriction, subject to the legal investment standards generally applicable to
trustees of express trusts, in light of prior Orders entered by this Court is justiciable within the
provisions of the Declaratory Judgment Act and constitutes a genuine. existing controversy upon
which this Court may render judgment. In resolving the controversy, the Court concludes that
the 1988 Order, the 1997 Orders and the 2003 Order contain all of the provisions governing the
investment powers and duties of the Trustee of the Trust. The Court further concludes that those
Orders replace the investment restrictions contained in the Will and grant the Trustee complete
discretion to invest the assets of the Trust as the Trustee deems prudent. The language in the
1997 Orders and the 2003 Order which approves an investment of up to 10% of the value of the
Trust assets in timberlands and hedge funds as prudent does not create a restriction or limitation
on the Trustee's authority to invest the assets of the Trust. The Trustee has full authority and
discretion to invest the assets of the Trust in accordance with applicable North Carolina law.

5. The issue presented by Plaintiff regarding whether its power to authorize reasonable

expenditures from the Trust, including expenditures to hire advisors or assistants, is limited in

any way either by the termsof the Trust-or-by-prior-Orders-of-this Court-isjusticiable within the

provisions of the Declaratory Judgment Act and constitules a genuine, existing controversy upon
which this Court may render judgment. In resolving the controversy. the Court concludes that
the terms of the Trust do not contain any restrictions on the Trustee’s ability to hire advisors and
assistants to perform administrative duties on behal{ of the Trust. In addition. the Court further
concludes that the prior orders entered by this Court do not place any type of restriction on the
Trustee’s ability to authorize reasonable expenditures from the Trust. Rather the Court
concludes that The Trustee obtained the 1971 Order. the 1985 Order, the 1989 Orders and the
1997 Orders in order to get pre-approval regarding the reasonableness of expenditures made by
the Trustee to hire an Advisory Board, compensate members. and employ other assistants and

advisors to perform administrative duties on behalf of the Trust. Because neither the terms of the

9



Trust nor prior Orders of this Court restrict the Trustee's ability to hire agents, the Trustee’s
authority to authorize reasonable expenditures from the Trust is limited only by applicable North
Carolina law.

6. Plaintiff’s request to modify the terms of the Trust which provide for Trustee

compensation is permissible under N.C. Gen. Stat. § 36C-4-412(a) which provides that

The court may 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
modification must be made in accordance with the settlor's probable
intention.

Specifically, the Court holds that because of circumstances not anticipated by the Settlor,
modification of the Trustee compensation provisions of the Trust as requested by Plaintiff will
further the purposes of the Trust by providing for Trustee compensation that is fair and

reasonable in light of the current investment strategy employed by the Trustee.
NOW THEREFORE. it is hereby ORDERED. ADJUDGED, and DECREED that:

1. Article 9 of Chapter 36C of the North Carolina General Statutes (North Carolina’s

_Uniform Prudent Investor Act) currently applies to the Trust, and the Trustee has full authority

and discretion to invest and reinvest the assets of the Trust without restriction, subject to the

legal investment standards generally applicable from time to time to trustees of express trusts.
The Trustee’s authority and discretion to invest and reinvest the assets of the Trust without
restriction is not limited in any way by prior Orders entered by this Court, including the 1988
Order, the 1997 Order and the 2003 Order. Specifically. to the extent any prior Orders entered
by this Court could be construed as limiting the percentage of assets of the Trust that the Trustee
can invest in any one type of investment, such limitations are removed and the Trustee may
invest all or any part of the Trust assets in any investment that the Trustee believes is allowable

under applicable law.

10



2. The Trustee has full power and discretion to authorize reasonable expenditures from the
Trust, subject only to requirements imposed on the Trustee under applicable ifaw. No prior order
entered by this Court, including the 1971 Order. the 1985 Order. the 1989 Orders or the 1997
Orders, limit the Trustee’s ability to authorize reasonable expenditures from the Trust to employ
advisors or assistants to perform administrative duties on behalf of the Trust. The Trustee is not
required to obtain pre-approval trom the Court of reasonable expenditures made from the Trust
to employ advisors or assistants to perform administrative duties on behalf of the Trust.
Expenditures in excess of any amount pre-approved by a prior order of the Forsyth County
Superior Court, including the 1971 Order, the 1985 Order, the 1989 Orders or the 1997 Orders,
are not per se unreasonable.

3. The terms of the Trust are hereby modified so that. effective as of September 1, 2015, the
Trustee shall be entitled to an annual trustee fee of 0.50% of the value of the assets of the Trust.
Such trustee compensation shall be in lieu of any other compensation to which the Trustee would
be entitled under North Carolina law or under any prior order entered by this Court, including the
1998 Order, the 2003 Order and the 2006 Order. Such fee shall be paid monthly at one-twelfth

the annual rate; shall be paid in arrears: and shall be calculated upon the sum of the market value

—of Trust principal and the market value-of Trust-income-accumulated and-unpaid-asof theendof
the prior month. The compensation shall be for services rendered by the Trustee. including, but
not limited to, trust administration; asset custody: independent audit services; tax preparation;
and overall asset management, including selection and management of outside investment
managers (as none of the Trust assets will be investment in proprietary mutual funds, proprietary
common trust funds or proprietary private funds). Investment management expenses shall not be
part of trustee compensation and any such expenses incurred by the Trustee shall be passed

through to the Trust and paid from the assets therein.

11



4. The costs of this proceeding. including Plaintiff's attorney fees. shall be taxed against the

Trust for payment.

This, the (i\f\ day of September. 2016.

D Ll S

Superior Court Judge

12
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