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Artist-Endowed 
Foundations 

Artists enrich the world through their creative 
visions, producing bodies of work that have 
aesthetic and cultural significance in their own 
right and, in some cases, may embody sufficient 
financial value for philanthropy. To provide 
for posthumous stewardship of their creative 
legacies, and to realize their philanthropic 
concerns in the longer-term, a growing number 
of artists are establishing private foundations —  
tax-exempt, charitable entities, created in some 
cases during the artists’ lifetimes and in others, 
under the artists’ estate plans. 

Endowed with the artists’ artwork and intellectual property, these 
foundations embrace a wide range of charitable purposes. These 
purposes can include operating study centers, managing art 
collections and archives, fostering art scholarship and publication, 
placing works in public collections, managing artist residencies,  
and making grants to support arts education, arts access, individual 
artists and scholars, and other philanthropic concerns. In these ways 
and more, artist-endowed foundations are playing a vital role both  
in cultural philanthropy and in the stewardship of significant art 
collections for public benefit. 

Given their multi-fold purposes and unique assets, developing the 
capacity to operate effectively is an ongoing process for artist-
endowed foundations, requiring adept response to the dynamic 
shifts that may arise externally in the broader art world and 
internally with respect to charitable assets, goals, and strategies. 
Most artist-endowed foundations:

• Are tax-exempt, private foundations established by the artist, the 
artist’s heirs, or other beneficiaries. (A small number are formed 
as tax-exempt, public charities, supported by members of the 
general public.) 

• If operated during an artist’s lifetime, typically are funded 
financially and, due to the private foundation self-dealing rule,  
do not own the artist’s works or engage in any activities 
pertaining to the artist or the artist’s oeuvre.

• Receive bequests comprising primarily nonliquid assets, such as 
works of art and intellectual property, and may also hold financial 
assets and real property, such as the artist’s studio and home. 

• Must support themselves by generating income from investable 
assets and/or the sale of artwork and licensing of intellectual 
property rights. Only a few foundations support themselves 
through fundraising.

• Are required each year to make a minimum distribution for 
charitable purposes, based on the value of assets not held for 
charitable use, as well as pay an excise tax on investment income, 
including net proceeds of art sales. 

• May cycle through multiple stages, beginning during the artist’s 
lifetime and evolving posthumously, from receipt of the artist’s 
bequest to development of programs required for art assets to  
be used for charitable purposes.

• Need the services of a range of professionals, including 
specialized attorneys, investment advisors, accountants, and 
insurance brokers, all knowledgeable about nonprofit regulations, 
as well as art services providers.



2

U.S. TRUST  |   ARTIST-ENDOWED FOUNDATIONS

With respect to their assets, artists are concerned during their lifetimes with wealth management and legacy planning. As private citizens, 
they have the freedom to make choices on these points based on their own personal satisfaction. In contrast, as charitable, tax-exempt 
entities managing artwork and financial assets for public benefit, artist-endowed foundations require a broader range of investment,  
legal, insurance, accounting, and organizational and program development services pertaining to their charitable missions and activities.  
Likewise, their governing boards must select and deploy service providers using procedures that meet their obligations as fiduciaries.

THINGS TO CONSIDER

UNIQUE NATURE  
OF ASSETS

Unlike most private foundations, which are endowed with financial assets, artist-endowed foundations  
are endowed primarily with nonliquid assets, such as works of art and intellectual property. Unlike  
most museums, which hold significant art assets exclusively for educational purposes, artist-endowed 
foundations use their art assets both for income production and for charitable purposes. Because the 
financial value of art assets depends on the cyclical art market, strategic planning is essential to ensure 
sufficient liquidity for the development and operation of successful programs.

FOCUS ON  
ARTIST’S LEGACY

Sustaining an artist’s creative legacy for the benefit of the public involves conserving and managing 
artwork and other nonliquid assets while also pursuing the artist’s philanthropic vision. Caring appropriately 
for a foundation’s non-financial assets — art collections, archives, real properties, etc. —  requires a mission-
based plan that ensures the efficient utilization of liquid assets. For example, documenting, housing, and 
administering an art collection likely will be an ongoing cost, and a significant investment over a number  
of years will be necessary to fund a catalogue raisonné project.

GOVERNANCE  
CAPACITY

Governing bodies of artist-endowed foundations often comprise the artist’s inner circle, creating a  
closely held culture that may omit critical areas of oversight. Effective governance requires business 
acumen, experience in private foundation administration, knowledge of topics on which the foundation  
will operate programs, and art historical expertise. Likewise, to protect the foundation, a majority of its 
governing body should be independent — not related to or employed by insiders. Board development is  
key to a foundation’s success.

FIDUCIARY  
REQUIREMENTS

As fiduciaries, governing bodies must act in the foundation’s best interest in managing its assets, 
overseeing its programs, and safeguarding its reputation; individual members can be held personally liable 
if they fail in this duty. Governing bodies can fulfill their obligation and minimize their own personal liability 
by working with an investment advisor that is itself a fiduciary expert in charitable regulations, including 
IRS requirements and applicable state laws.

CHARITABLE  
ENTITY 
REQUIREMENTS

An artist-endowed foundation is a legal entity committed exclusively to charitable purposes and recognized 
as tax-exempt under section 501(c)(3) of the Internal Revenue Code. It is regulated by the IRS and the 
state in which it is established.

• It can be funded with gifts of cash, securities, or nonfinancial assets. 

• Donations to it may be tax-deductible during a donor’s lifetime.

• Contributed assets are removed from the donor’s estate for tax purposes.

• It supports qualified charitable activities through grants or direct programs.

• If classified as a private foundation, it must make annual minimum distributions for charitable purposes 
based on the value of assets not held for charitable use, and pay an excise tax on investment income, 
including net proceeds of art sales.

CHARITABLE  
FOCUS

Artist-endowed foundations may be established for a variety of charitable purposes, including education 
about the artist’s oeuvre and creative principles, preservation of the foundation’s art assets for use as 
scholarly resources, grantmaking, direct conduct of educational programs, and other activities for public 
benefit. Most foundations undertake a variety of such activities. With this in mind, strategic financial 
planning — for both program development and income generation — is essential to a foundation’s success.
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SELECTING AN INVESTMENT ADVISOR: 
CONSIDERATIONS

An important consideration when creating and operating an 
artist-endowed foundation is the requirement to comply with 
charitable entity laws and fiduciary regulations that do not apply  
to the management of personal, private wealth. 

Thus, when selecting an investment advisor — either one for a 
foundation currently in existence or one to serve an artist currently 
and then potentially serve a foundation in the future — it is 
important to consider more than the manager’s ability to advise  
on personal, private wealth. 

In addition to top-tier asset management expertise, characteristics 
desirable in an investment advisor for an artist-endowed foundation 
include: 

• Status as a fiduciary

• Knowledge of the charitable sector and its laws

• Familiarity with the art market

• Understanding of state regulations that apply to the investment 
of charitable funds

• Ability to work within a larger team, which may include legal  
and tax advisors

An investment advisor serving an artist-endowed foundation 
should be able to provide the following asset management 
services:

Goals-Based Asset Management
• Design an investment portfolio that will address short-term 

and long-term goals for the liquidity, spending capability,  
and fiduciary concerns dictated by the charitable mission.

• Incorporate an understanding of the art market’s structure 
and function as a key source of income for investment and 
charitable expenditures

• Integrate strategic financial planning for program 
development and income generation 

Ideally, an investment advisor also should be able to provide 
consulting services fully bundled with its asset management 
services at no extra fee, including:

Foundation Governance And Fiduciary Administration
• Analyze the organization’s risk exposure

• Assess the foundation’s charitable distribution requirements

• Codify the foundation’s mission, guidelines, and best 
practices as written governance policies

• Flag conflicts of interest and self-dealing risks

• Avoid improper grant distributions or use of foundation 
assets

• Verify the tax-exempt status of grant recipients

Best-Practice Consulting
• Identify and articulate the foundation’s mission and vision

• Plan for board development based on mission

• Train board and staff for governance and fiduciary 
responsibilities

• Analyze professional service needs, and support a process  
to select providers, including accountants, legal advisors, 
insurance brokers, and auction houses

• Provide guidance for program design and impact evaluation 

• Advise on strategic grantmaking
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For more information on how we may help you  
achieve your philanthropic mission and goals, please  
visit ustrust.com/philanthropy or contact your advisor.

U.S. TRUST’S CAPABILITIES FOR  
ARTIST-ENDOWED FOUNDATIONS
At U.S. Trust, we have over a 150-year history of helping individuals 
and foundations realize extraordinary opportunities and create 
impact for future generations and communities. U.S. Trust’s 
Philanthropic Solutions group helps our clients fulfill their  
missions through a collaborative, consultative approach to  
prudent investment management as well as sound governance, 
resource development, and strategic planning and grantmaking.

We serve individual artists and artist-endowed foundations for 
which the artist’s creative legacy and philanthropic vision is of 
strategic interest. Whether these foundations are funded with the 
proceeds of the sale of artwork or with other assets, we support  
our clients by assisting with the investment management of the 
philanthropic capital. We also provide consulting and advisory 
services pertinent to the development of their mission, effective 
grantmaking strategies, and other governance best practices 
regarding the management of the foundation.

• Wealth Structuring:  We offer a broad spectrum of lending  
and planning solutions that can help serve individual artists 
considering establishing a foundation or those who have 
established an artist-endowed foundation and are looking  
for efficient ways to contribute to them.

• Art Services:  We offer extensive art services, including art 
lending (leveraging art collections to unlock capital), art planning 
(designing effective strategies for disposition of collections),  
and consignment services (arranging for the sale of art and 
collectibles through auction houses).

• Investment Management:  Our flexible, collaborative model 
ranges from investment consulting to a complete Outsourced 
Chief Investment Office (OCIO) arrangement. We customize  
a solution that includes development of the investment policy,  
asset allocation, and manager selection from our open-
architecture platform and provide ongoing services to help  
pursue desired objectives. We also offer a variety of socially 
innovative investing capabilities for our clients who wish to 
enhance their portfolio performance while addressing social 
concerns around the environment, corporate citizenship, and 
human capital engagement.

• Tailored Foundation Consulting Services:  We consult on 
governance, management, and administration best practices, 
grantmaking and grants management strategies, and resource 
and donor development initiatives. For example, we review and 
make recommendations on strategic planning, regulatory and 
compliance concerns, and overall operational effectiveness.

• Foundation Management:  Our foundation management 
offering provides support on the many aspects of private 
foundation administration with the goal of maximizing efficiency 
and effectiveness.

Our broad capabilities, expertise and guidance, complemented by 
our strong commitment to the arts, helps us deliver a distinctive 
combination of services to our clients.

BANK OF AMERICA’S COMMITMENT TO THE ARTS

Bank of America Corporation’s arts and culture program 
reflects our belief that the ARTS MATTER. We support 
nonprofit arts institutions globally that deliver visual and 
performing arts, educate and inspire, anchor communities, 
create jobs, and sustain local businesses.

Through our Art in Our Communities® program, we have lent 
more than 100 full exhibitions to nonprofit museums 
throughout the world at no cost. Museums in 28 countries  
have preserved nearly a hundred works of historic and  
cultural significance through our Art Conservation Project.  
For individual patrons, our Museums on Us program has 
enabled millions of people to enjoy no-cost admission to 
popular cultural institutions.

Learn more about our commitment to the arts at 
bankofamerica.com/arts.
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