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Investment Policy No. 1 
 

GENERAL INVESTMENT POLICY 
 

 The policy of the Foundation is to take an investment viewpoint that avoids 

speculation and seeks to achieve superior risk adjusted total returns.  This requires 

careful and thorough analysis, the anticipation of gains over a long term, the 

maintenance of appropriate asset allocation levels, and the assumption of moderate 

risk levels and the corresponding expectation of returns.  The Foundation is a not-

for-profit organization designated as 501(c)3 by the Internal Revenue and is thereby 

tax exempt on all income. 

 

 Specific types of investments shall include the following: marketable debt or 

equity securities listed on a registered exchange or widely traded over the counter; 

cash equivalent securities; the short-term obligations of corporations and the U.S. 

Government and its agencies thereof; interest-bearing accounts of banks or savings 

and loan institutions; and mutual funds and investment trusts that themselves invest 

primarily in the above. When investing in cash equivalent instruments, liquidity and 

safety shall be valued ahead of yield.   Other types of investments received as gifts 

from donors may also be retained subject to the approval of the Investment 

Committee. 

 

 Investment recommendations and actions shall meet the standards of the 

“Prudent Investor Rule”, the terms of governing instruments, and applicable statutes. 
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 The investment policy of the Foundation shall be applied with flexibility to 

meet the special considerations of each account.  Those special considerations may 

include the amount of funds available for investment, the need for current income, 

and/or liquidity, risk tolerance and reward objectives, and specific terms or limitations 

set forth in the agreement. 

 

 Any exceptions to this investment policy must be approved by the Investment 

Committee. 

Investment Policy No. 2 
 

PROCEDURE 

 

The funds received from a donor shall be invested by the Foundation with 

investment managers approved by the Investment Committee. (An investment 

manager shall be a financial institution or appropriately licensed individual of good 

standing that has been authorized by the Investment Committee to manage 

investments on behalf of the Foundation and has executed an investment 

management agreement satisfactory to the standards of the Foundation).  If the 

donor requests that the funds be invested with a specific investment manager the 

donor’s request may be honored if not inconsistent with this policy.  If the donor has 

no preference, the Investment Committee shall select the investment manager.   

 

 The Foundation shall sign an Investment Management Agreement (an “IM 

Agreement”) with every duly authorized investment manager.  No account shall be 

managed by an entity that has not executed such an IM Agreement.  The investment 

managers, by virtue of such IM Agreements, shall follow these investment policies 

and the philosophies stated herein.  Any exceptions to these policies must be 

approved by the Investment Committee. 

 

 Each account’s individual goals and objectives shall be determined in 

conjunction with the donor, whenever practical.  The Investment Manager shall 

recommend to the Investment Committee an investment plan that meets these goals 
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and objectives.  The Investment Committee shall approve the account’s investment 

plan. 

 The Investment Committee shall review the performance of each investment 

manager quarterly.  At the request of the President, Treasurer or Finance Committee 

of the Foundation, reviews of any or all investment managers may be conducted at 

any time for any reason. 

 Investment Policy No. 3 

 
DIVERSIFICATION 

 

The policy of the Foundation is to maintain investment portfolios that 

emphasize prudent diversification.  Such diversification shall take into account 

security types, security classes, issuers and obligors, industries, maturity dates, and 

the goals of the fund.  Mutual funds, master trusts and other forms of co-mingled 

investment vehicles are permissible investments so long as they meet other criteria 

of the Foundation’s investment policies.  No more than 10% of the market value of a 

portfolio shall be invested in a single issuer (equities and fixed income combined), 

except those of the U.S. Government or its agencies.    

 

Additionally, no investment may be made in the securities of any one issuer if, 

after purchase, the sum of the values of the equity and fixed income securities of that 

issuer owned by the Foundation would represent more than 5 % of the outstanding 

equity securities and fixed income obligations of that issuer.  

 

Portfolios will be reviewed annually for adherence to this policy. 
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Investment Policy No. 4 
 
 

TEMPORARY PLACEMENT OF FUNDS 
 
  
 The policy of the Foundation is to invest funds temporarily in an interest 

earning investment account with a high degree of liquidity, herein referred to as a 

“cash equivalent security”.  Cash may remain un-invested only when it is 

impracticable to invest temporarily. 
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Investment Policy No.  5 
 
 

MARKETABLE SECURITIES 
 
   

When a donor deposits cash or any marketable security, the policy of the 

Foundation is to (1) invest the cash immediately into an interest earning investment 

until such time as the donor’s investment goals can be determined and (2) sell the 

marketable security for cash as soon as practicable, with the cash proceeds being 

deployed as in (1) above. 

 

 The sale of such security, however, shall not be executed until such time as 

the security’s ownership has been duly transferred to the Foundation. 
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Investment Policy No. 6 
 
 

RETENTION OF SECURITIES 
 

 

 When an agreement between a donor and the Foundation requests the 

retention of donated securities which the donor owned, the policy of the Foundation 

is to review the securities and terms of retention prior to acceptance of the account. 

 

 When an instrument permits the retention of securities which the donor 

owned, such a provision does not remove the Foundation from pursuing prudent 

investment standards.  Therefore, on accepting such accounts, the Investment 

Committee initially reviews the accounts within a reasonable time after receiving the 

assets to determine securities appropriate for the account and eliminating those 

considered unsuitable.  If further retention of an asset becomes imprudent, the policy 

of the Foundation is to dispose of that asset within a reasonable length of time. 

 



 9 

Investment Policy No. 7     
ASSET ALLOCATION 

 

 

 Each account for which the Foundation has given the investment 

responsibility to an investment manager shall be assigned to an asset allocation 

category.  The decision is based on the investment goals and spending rates and 

objectives of the account, the expected duration of the account, the donor’s 

investment preferences, and any other relevant information. 

 

 The investment manager’s investment decisions for an individual account are 

based on maintaining the recommended asset allocation of the account.  The 

Foundation’s suggested asset allocation for endowed funds is: 

   

Equities—60% 

  Fixed Income—40% 

 

 Donors establishing endowed funds of $200,000 or more may be offered the 

following asset allocation options according to the planned spending rate of their 

fund.  

 

75%/25% Format – Targeted spending rate is 5% 

The asset allocation for this investment is approximately 75% equities and 25% fixed 

income.   

 

60%/40% Format – Targeted spending rate is 4% 

The asset allocation for this investment is approximately 60% equities and 40% fixed 

income.   

 

40%/60% Format – Targeted spending rate is 3% 

The asset allocation for this investment is approximately 40% equities and 60% fixed 

income.   
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25%/75% Format – Targeted spending rate is 2% 

The asset allocation for this investment is approximately 25% equities and 75% fixed 

income.   

 

 The asset allocations shall be reviewed quarterly by the Investment 

committee. 

 

In the event of extraordinarily severe economic or market conditions that 

would negatively impact the Foundation, the investment manager(s) may deviate 

from the stated asset structure only upon prior written communication and approval 

from the Investment Committee. 
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Investment Policy No. 8      

 
 

INVESTMENT STANDARDS AND MANAGEMENT 
  
 The goal of the Foundation is to invest in and retain an overall portfolio of 

above average investment quality in order to:  (i) to meet the realistic individual 

income requirements of the various funds and endowments enabling them to fulfill 

their specific requirements; (ii) to provide sufficient liquidity to meet the distribution 

requirements of the Foundation and donor recommended grantmaking and (iii) 

emphasizing the preservation of capital using a total return approach considering 

both capital appreciation and income. 

 

   When determining the suitability of a security purchased or held in an 

individual account, an overall portfolio view is taken.  Assets are judged according to 

the elements of risk and potential reward they contribute to the portfolio as a whole. 

  

I.      Investment Benchmarks 

Evaluation of investment manager’s performance shall be based on 

comparison of results against absolute and relative return objectives.  Comparisons 

are to be made to the relevant benchmark. 

 

II.        Investment Manager Guidelines 

Unless prior written approval is obtained from the Investment Committee to 

the contrary: 

1. Each investment manager shall manage the Foundation’s assets on a 

discretionary basis, but any use of leverage techniques, private 

placements, short sales, or direct participation plans is prohibited.  

2. Each investment manager must satisfy the performance objectives. 

3. Each investment manager shall have the full investment discretion with 

regard to market timing and security selection, consistent with this 

Investment Policy. Excessive turnover is unacceptable. 
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4. Each investment manager shall immediately notify the Foundation in 

writing of any material changes in its investment outlook, strategy, portfolio 

structure, ownership, or senior personnel. 

5. Each investment manager shall maintain compliance with the Asset 

Allocation guidelines. 

6. Each investment manager is prohibited from investing in non-marketable 

securities.  However, assets not otherwise publicly traded can be received 

from donors and held by the Foundation with prior written approval of the 

Investment Committee. 

7. Each Investment Manager shall make no purchase of an issuer's security 

that would cause the Foundation to own more than 5% of an issuer's 

outstanding security. 
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Investment Policy No. 9  

 

SPENDING POLICY 

 

 The Community Foundation considers these factors in determining the annual 

spending rate from endowed funds: 

• Long-term preservation of charitable funds 

• Sustainable levels of grantmaking  

• Expected and reasonable total return on the investments of funds  

• Reasonable cost of investing and administering funds  

• The effects of inflation and general economic conditions 

• Payout trends in the community foundation field 

The amount available for spending each year is calculated from a rolling average of 
the past three (3) year’s year-end market value of the portfolio of each fund.  The 
amount to be spent in the coming year is calculated by January 30 of each year. The 
spending rate is determined by the Investment Committee and then reported to the 
Board of Directors.  Barring extraordinary changes in the factors identified above, 
the spending rate will be between 4% and 6%.  
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Investment Policy No. 10 

 

   Treatment of Excess Business Holdings 

 

  
Excess Business Holdings 

Under the Pension Protection Act of 2006 (PPA), the private foundation excess 
business holdings rules now apply to donor advised funds as if they were proviate 
foundations. 1 That is, the holdings of a donor advised fund in a business enterprise, 
together with the holdings of persons who are disqualified persons with respect to 
that fund, may not exceed any of the following: 
 
Twenty percent 2 of the voting stock 3 of an incorporated business 
Twenty percent of the profits interest of a partnership or joint ventures or the 
beneficial interest of a trust or similar entity.  

 

Donor-advised funds receiving gifts of interests in a business enterprise after the date of the 

PPA’s enactment (August 17, 2006) will have five years to divest holdings that are above the 

permitted amount, with the possibility of an additional five years if approved by the 

Secretary of the Treasury.  Funds that currently hold such assets will have a much longer period to divest 

under the same complicated transition relief given to private foundations in 1969. 
4 

What is a donor-advised fund? 

See What is a Donor-Advised Fund? on the Council’s website. 

What is a business enterprise? 
A “business enterprise” is the active conduct of a trade or business, including any activity 

which is regularly carried on for the production of income from the sale of goods or the 

performance of services.  Specifically excluded from the definition are: 

� Holdings that take the form of bonds or other debt instruments unless they are a 

disguised form of equity 
� Income from dividends, interest, royalties and from the sale of capital assets 

� Income from leases unless the income would be taxed as unrelated business income  

1 
The language is clear that it is only the donor-advised fund—not the sponsoring charity—that is to be treated as a 

private foundation.  Accordingly, it appears that this section does not apply to assets held by the sponsoring 

charity’s investment pools, or assets held by funds that are not donor-advised. 
2 

Thirty-five percent if it can be shown that persons who are not disqualified persons have effective control of the 

business. 
3 

Additionally, the donor-advised fund will be barred from holding non-voting stock of an incorporated business 
unless the disqualified persons collectively own less than 20 percent of the voting stock. 
4 Excess holdings acquired by purchase must be disposed of immediately.  If purchases by disqualified persons 

cause the donor-advised fund to have excess holdings, the donor-advised fund will have 90 days to dispose of the 

excess.  
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� “Functionally-related” businesses and program-related investments 

� Businesses that derive at least 95 percent of their income from passive sources 

(dividends, interest, rent, royalties, capital gains).  This will have the effect of 

excluding gifts of interests in most family limited partnerships, and other types of 

holding company arrangements. 

What is a disqualified person? 

Donors and persons appointed or designated by donors are disqualified persons if they 

have—or reasonably expect to have—advisory privileges with respect to the donor-advised fund by 

virtue of their status as donors.  Members of donors’ and advisors’ families are also disqualified, 

but the section does not define “family” and does not cross-reference either section 4958 or 4946 

for the definition.  Finally, the term includes 35-percent-controlled entities as defined in section 

4958(f)(3). 

What contributions will be affected? 

The new rule will mainly affect contributions of closely-held businesses and in most cases 

will require the donor-advised fund to dispose of the contributed interest within five years of the 

date of gift because the disqualified persons will generally own more than 20 percent of the 

business. 

5 

The rule will not apply to assets held by the sponsoring charity—as long as they are not held 

by the donor-advised fund—apparently permitting a sponsoring charity to keep a contributed 

asset as part of its overall investment portfolio.  It will also not apply to gifts to funds—such as 

field- of-interest or designated funds—that are not donor-advised. 

Because they are not “business enterprises,” the rule will not apply to most gifts of real 

property. The most important exception will be undeveloped land, which may become a business 

enterprise if the charity that owns it takes extensive steps to subdivide it and prepare it for 

sale. This is a particularly dangerous situation because this could require immediate divestiture. 

Interests in investment partnerships and LLCs—including family partnerships, hedge funds, 

REITs, and so forth—are excluded from the definition of business enterprise as long as 95 

percent or more of the entity’s income is from passive sources.  Examples of other property 

gifts that are excluded because they are not business enterprises include: 

� Oil and gas interests (non-working) 

� Life insurance 

� Tangible personal property (as long as it is not inventory) 

� Remainder interests in personal residences and farms 

What about existing holdings? 

The rules that will apply to donor-advised funds holding business interests on the date of 

enactment of the PPA are quite complex.   In Phase one, donor-advised funds that together 

with their disqualified persons hold more than a combined 50 percent interest in a business will be 

required to reduce their combined holdings to 50 percent, and, in most cases reduce the 

foundation’s share of the holdings to 25 percent.  The time period for doing so is:  

5 Under the de minimis rule, the donor-advised fund could continue to hold an interest that did not exceed two 

percent of the voting stock and two percent of the value. 

2 
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Additional rules 

apply 

to cover situations such 

as mergers, redemptions, a 

 

 

DRAFT POLICY 

Investment Policies Revised and Approved:  July 12, 2011  

� Twenty years if the donor-advised fund and disqualified persons collectively own 95 

percent or more of the voting or profits interests of a business enterprise 

� Fifteen years if the combined total is 75 percent or more, but less than 95 percent 

� Ten years if the combined total is more than 50 percent, but less than 75 percent 

Phase two is the 15-year period that begins at the end of phase one.  During this period, the 

combined holdings are limited to 50 percent, but if the disqualified persons’ share is two 

percent or more the foundation may own no more than 25 percent of the total.  At the end of phase 

two, the combined holdings may not exceed 35 percent and the foundation’s share may not be 

more than 25 percent if the disqualified persons’ share is two percent or more. 
6 

When does this provision take effect? 

At the start of the first full tax year following the date of enactment (August 17, 2006)—

January 1, 2007, for calendar-year taxpayers.  Note that the transition rules for existing holdings will 

apply only to assets held on the date of enactment.   

DISCLAIMER 

The information provided in this booklet is based on our continuing analysis of the bill.  

Every effort has been made to ensure accuracy of these documents.  Please understand, however, 

that due to the complexity of the bill and the fact that many of these provisions introduce issues 

that are new to the Internal Revenue Code, this information is subject to change.  The information 

is not a substitute for expert legal, tax or other professional advice and we strongly encourage 

grantmakers and donors to work with their counsel to determine the impact of this legislation 

on their particular situations.  This information may not be relied upon for the purposes of 

avoiding any penalties that may be imposed under the Internal Revenue Code.  

6 
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Gift Acceptance Policy No. 1 

 

  

 

 

Basic Gift Acceptance Policies 
 

  A gift to establish a fund with the Foundation must have the purpose of the 

gift defined in a written fund agreement or deferred gift instrument signed by the 

donor(s), or the appointed representative of the donor(s), and the Executive Director 

or appointed representative of the Foundation. The purpose of the gift must fall 

within the broad charitable purposes of the Foundation, as stated in its charter and 

bylaws.   

 

 The Executive Director or appointed staff shall have the authority to handle 

inquiries, negotiate with donors, assemble documentation, execute agreements and 

accept gifts on behalf of the Foundation, unless one or more of the following 

circumstances apply: 

 

 • The property that is the subject of the gift or bequest is not cash, 

marketable securities, or other readily marketable assets.  As an example, all real 

estate, limited liability company and partnership gifts shall be reviewed by the 

Investment Committee; 

 

 • The gift or bequest includes a restriction or suggestion regarding the 

Foundation’s use of funds that would raise legal, ethical, policy or practical concerns 

for the Foundation; or 

 

 • In the judgment of the Executive Director, there are other risks or 

concerns that should be reviewed by the Investment Committee. 

 

 The Foundation reserves the right to refuse gifts.  Examples where the 

Foundation might refuse a gift would be 1) the cost to manage the asset exceeds the 
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eventual benefit of the gift or 2) the gift or gift purpose would potentially jeopardize 

the Foundation’s tax-exempt status.  The Executive Director has the authority to 

refuse gifts that do not benefit the Foundation’s goals.  If the future benefit of a gift is 

questionable or difficult to determine, the Investment Committee shall make the final 

decision whether to accept or refuse the gift. 

 

 The Foundation shall develop standard forms of fund agreements.  All such 

standard forms shall be reviewed by legal counsel and approved by the Investment 

Committee.  The Foundation shall provide these forms to prospective donors and 

their advisors upon request and encourage their use whenever practical.  

 

 In most cases, additional gifts may be made to existing funds of the 

Foundation without restating the original purpose of the gift. 

 

 When required, the Investment Committee shall have the responsibility to 

consider and accept gifts, and by majority vote, the Committee shall determine that 

gifts received are consistent with these policies and are in the best interest of the 

Foundation.  In the event a decision must be made unusually quickly, any three 

Committee members, or two Committee members and the President of the Board, in 

consultation with staff and legal counsel, may render a decision in lieu of the full 

Committee. 
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Gift Acceptance Policy No. 2 
 
 

 

ASSETS ACCEPTED BY THE FOUNDATION 

 

Cash. 
 
Publicly-traded Securities.  These securities shall be accepted at a value as 

determined under Internal Revenue Service rules. 

 

Closely-held Securities.  It is the donor’s responsibility to pay for any necessary 

appraisals of securities. (Accepted only after Investment committee approval) 

 

Real Estate.  Real estate shall be accepted at fair market value as established by at 

least one qualified independent appraisal paid for by the donor. (Policy No. 5). 

(Accepted only after Investment committee approval) 

 

Life Insurance Policies.  The Foundation may accept gifts of life insurance policies 

where the Foundation is named as both owner and beneficiary.  Prior to accepting a 

policy requiring premium payments, the Foundation shall obtain a written agreement 

with the donor regarding how such premiums shall be paid. (Policy No. 6). (Accepted 

only after Investment Committee approval) 

 

Partnership Interests.  The acceptability of a gift of a limited partnership interest 

shall depend on the ultimate financial liability of the Foundation and the amount of 

management attention required.  Each case shall be evaluated prior to acceptance.  

The Foundation does not accept gifts of general partnership interests  (Policy No. 7). 

(Accepted only after Investment Committee approval) 

 

Life Tenancy.  The Foundation may accept a gift of residential real estate whereby 

the donor(s) reserve(s) the right to live in the property for the rest of the lifetime of 

the donor(s).  Such gifts would be subject to the same provisions outlined in Gift 
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Acceptance Policy No. 8, of this policy (Accepted only after Investment Committee 

approval) 

 

Tangible Personal and Other Property.  Tangible property may be accepted as a 

gift.   The Foundation and the donor must comply with Treasury regulations for 

obtaining and reporting qualified appraisals. (Policy No. 9)  (Accepted only after 

Investment committee approval) 

 

Retirement Plan Assets.  A Donor may name the Foundation as the designated 

beneficiary of retirement plan assets as a way to establish or add to an existing 

named fund. 

 

Gifts by Will or Trust.  Bequests received shall be applied for the charitable 

purpose requested by the donor, as long as those purposes are reasonable and 

practical, and within the mission of the Foundation. 

 

Charitable Remainder Trust.  A Donor may name the Foundation as the 

designated charity of a charitable remainder trust.  Under a charitable remainder 

trust, a donor irrevocably transfers property to a trustee selected by the donor.  The 

trustee pays the donor, or income beneficiaries designated by the donor, either a 

fixed percentage of the market value of the trust’s assets, or a fixed dollar amount, 

depending on the type of trust.  The payments are made for the life or lives of the 

income beneficiaries or for a fixed period of years not to exceed twenty years.  Upon 

termination of the income interest, the assets of the trust are transferred to the 

Foundation to create a permanent named fund as determined by the donor or to the 

unrestricted fund of the Foundation.  

 

Charitable Lead Trust.  A Donor may name the Foundation as the lead beneficiary 

of a charitable lead trust.  Under a charitable lead trust, the donor irrevocably 

transfers property to a trustee selected by the donor.  The trustee pays the 

Foundation, either a fixed percentage of the market value of the trust’s assets, or a 
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fixed dollar amount, depending on the type of trust.  Upon termination of the income 

interest, the assets of the trust are transferred to the ultimate beneficiary as 

determined by the donor. 

 

Charitable Gift Annuities.  Such gifts would be subject to the provisions outlined in 

Gift Acceptance Policy No. 10 of this policy.  (Accepted only after Investment 

Committee approval) 
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Gift Acceptance Policy No. 3 
 

 

 

FUND TYPES AND MINIMUM GIFTS TO ESTABLISH A FUND 

 

 

FUND TYPES 

Unrestricted Funds 

Unrestricted funds allow the Foundation to respond to the changing needs of the 

community.  Decisions on organizations receiving grants are made by the Board of 

Directors.  A Grants Committee reviews each proposal and makes 

recommendations to the Board of Directors.  

 

Mutual Interest Funds 

Mutual Interest funds are used by the Board of Directors in targeted areas of interest 

or focus. 

 

Designated Funds 

An Individual donor or an organizations may establish a designated fund so that 

income is given regularly to donor recommended charitable/educational/religious 

qualified not-for profit organizations.  If the named donee is no longer active or 

providing a needed service, or if the purpose of the fund becomes impractical or 

impossible to fulfill, the Board of Directors of the Foundation may select another 

recipient with a similar purpose. 

  

Advised Funds 

An advised fund allows a donor to make suggestions about distributions from 

income and principal from time to time.  Generally, a grant recipient must be 

recognized as a tax-exempt charity by the Internal Revenue Service.  See separate 

Gifting Policy on Distributions from Donor Advised Funds. 
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MINIMUM REQUIRED TO CREATE A NEW FUND 

The minimum required to create a new fund in the Foundation is $10,000.  Gifts less 

than $100,000 shall generally be invested in the Foundation’s pooled fund, where 

income is pro-rated among the various funds invested.  A gift of less than $10,000 

shall be accepted as a short-term fund and shall be invested with the Foundation’s 

unrestricted funds, with income accumulating to the Foundation. 
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Gift Acceptance Policy No. 4 

 

 

   CLOSELY-HELD CORPORATIONS  

  
 

 The policy of the Foundation is to dispose of all closely-held stock as soon as 

practicable after it is received by the Foundation.   A Donor wishing to make gifts of 

stock in a closely-held corporation must have it valued by a reputable independent 

accounting or appraisal company prior to making the donation.  
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Gift Acceptance Policy No. 5 

 

 

INVESTMENTS IN AND RETENTION OF REAL ESTATE 

    

 

I. Before accepting gifts of real estate, the Investment Committee shall consider 

the following factors: 

 

a. the risk in holding title to the real estate; 
 
b. the planned or current use of the real estate; 
 
c. the location of the real estate; 
 
d. the future marketability of the real estate; 
 
e. the risks, including potential tax liabilities and assessments, involved in 

retaining or developing the property; 
 
f. the value and the yield of the property; 
 
g. the objectives and terms of the gift; 
 
h. the ability of the foundation to manage or secure competent management of 

the real estate; 
 
i. The review of a current EPA study (other than in the case of single family 

residences). At a minimum, a Level I environmental survey/report from a 
reputable independent environmental engineer shall be obtained and paid for 
by the donor, certifying whether or not hazardous waste material exists on the 
subject property.   

 

II.  Upon acceptance, the Foundation promptly shall sell a real estate gift absent 

an affirmative decision by the Investment Committee to retain. 

 When the Foundation receives property, representations and warranties 

should be requested from the donor that hold the Foundation harmless and 

indemnification agreements from the donor should be obtained in a form 

substantially similar to Addendum A.  
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III. If the Investment Committee votes to retain the property, the policy of the 

Foundation is to have the real estate inspected and appraised by a qualified person. 

The property shall be inspected and appraised initially by an independent qualified 

individual paid for by the donor and; if retained, the property shall be inspected and 

appraised every 3 years after the initial appraisal unless an economic change which 

might significantly affect the value of the asset calls for a reappraisal at an earlier 

time.  If the Investment Committee recommends the sale of the retained real estate, 

a formal written appraisal prepared by a qualified appraiser shall be obtained before 

such sale is made. 

 The property if retained shall be inspected yearly, which shall be evidenced 

by a written report.  A record of all such appraisals and inspections shall be retained 

in the file. 

 The Investment Committee shall approve the retention or sale of real estate 

held, based upon appraisals, inspections, and investment analysis. 

 Real estate assets shall be managed by a qualified firm or person selected by 

the Investment Committee and whose management contract is ratified by the 

Foundation’s Board of Directors. 

 No employee, agent or Board member of the Foundation shall benefit, directly 

or indirectly, from the Foundation’s ownership or sale of real estate assets, unless 

however, such employee agent or Board member has disclosed the interest of the 

donor(s) in the asset prior to the Foundation taking an action that would benefit such 

person. 
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Gift Acceptance Policy No. 6 
 

 

LIFE INSURANCE POLICIES  

 

 The policy of the Foundation is to accept life insurance with the approval of 

the Investment Committee.  A Donor may make a gift of life insurance to the 

Foundation in several ways: (I) by irrevocably designating the Foundation as the 

owner and beneficiary of the policy or (2) designating the Foundation as a 

beneficiary of a life insurance policy owned by the donor. 

 

I. When the Foundation is named the owner and sole beneficiary of a 

policy, the Foundation shall retain the original policy. 

 

II. For policies in which premiums are still being paid, a donor shall have 

the option of either paying the premium directly or making a 

contribution to the Foundation in the amount of the premium at least 

fifteen (15) days prior to the premium due date. 

 

Prior to accepting a policy requiring ongoing premium payments the 

Foundation shall obtain a written agreement with the donor regarding 

how such premiums shall be paid.  The Foundation shall not assume 

responsibility for delinquent premium payments. 

 

III. At the death of the donor, insurance proceeds, if $10,000 or greater, 

may be used to establish a permanent named fund if the donor has 

indicated prior to the death of the donor.  If the donor has not provided 

recommendations as to the eventual purpose of the fund, or if the face 

value of the policy is less than $10,000, the proceeds shall be used for 

the unrestricted purposes of the Foundation. 
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Gift Acceptance Policy No. 7 
 

 

PARTNERSHIP and LIMITED LIABILITY COMPANY (LLC) INTERESTS 

 

 

I.  GENERAL GUIDELINES 

  

Contributions of partnership or LLC interests to the Foundation raise several 

issues that bear on the advisability of accepting the contribution.  These issues 

include (i) exposure to creditors’ claims and contingent liabilities; (ii) the 

Foundation’s obligations to obtain a reasonable rate of return and to invest 

prudently; (iii) possible exposure to the unrelated business income tax (UBIT); and 

(iv) possible adverse effects to the Foundation’s tax exempt status.  The purpose of 

this Policy and Procedure is to assure that these issues are addressed prior to the 

acceptance of a contribution of a partnership or LLC interest. 

 

A. Type of Interest: The Foundation shall only accept contributions of limited 

partnership and LLC interests and shall not accept general partnership 

interests. 

 

B.  Nature of Activity: The Foundation shall only accept interests in a passive, 

investment-type partnership or LLC such as those holding rental real 

estate, stocks, bonds, and other investments.  The Foundation cannot 

accept an interest in a partnership or LLC that carries on an active, for-

profit business. 

 

C. Sale or Liquidation: It should reasonably appear that the partnership or 

LLC shall be sold or converted into income-producing property within a 

specific time frame, not to exceed five years.  
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II. RESPONSIBLITIES OF THE DONOR 

A. The donor shall be responsible for obtaining and paying for a qualified 

appraisal complying with IRS regulations for the purposes of establishing 

the value of the gift for federal income tax purposes including the 

preparation of IRS Form 8283 (a non-cash Charitable Contribution). 

B. The donor must furnish the Foundation with copies of the partnership or 

LLC agreement and the most recent Schedule K-1 that the donor has 

received from the partnership or LLC.  The Schedule K-1 shall be 

reviewed to determine the nature of the income generated by the 

partnership or LLC (active vs. passive). 

C. The Foundation’s legal counsel shall review the limited partnership or LLC 

agreement to determine the nature of the interest being contributed and 

whether there are any liabilities associated with holding the limited 

partnership or LLC interest, such as capital calls or contingent liabilities. 

D. It is the donor’s responsibility to prepare the appropriate instruments that 

are necessary to transfer the partnership or LLC interest to the 

Foundation.  All proposed transfer instruments must be reviewed by the 

Foundation’s legal counsel prior to acceptance by the Foundation. 

E. Prior to acceptance of the partnership or LLC interest, the Foundation and 

the donor must agree in writing on arrangements for paying expenses 

associated with the partnership or LLC interest. 
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Gift Acceptance Policy No. 8 
 

 

LIFE TENANCY 

 

 

 A Donor may deed real estate including a personal residence, vacation 

property, etc. to the Foundation and continue to live in the property for the rest of the 

life of the donor. 

 

I. During the time of occupancy, responsibility for payments for insurance, 

taxes, upkeep and maintenance remains in the hands of the donor. 

 
 
II. Other rules governing gifts of real estate apply (See Gift Acceptance Policy 

No. 5). 

 

III. Proceeds from the eventual sale of the property shall be applied for charitable 

purposes as documented by the donor in a named fund.  If no instructions are 

received by the Foundation during the donor’s lifetime as to the 

recommended purposes, or if the value of the gift is less than $10,000, the 

proceeds shall be used for the unrestricted purposes of the Foundation. 
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Gift Acceptance Policy No. 9 
 

 

TANGIBLE PERSONAL PROPERTY AND OTHER PROPERTY 
 

 

 Tangible Personal and Other Property may be accepted as a gift to the 

Foundation.  The Foundation shall comply with Treasury regulations for obtaining 

and reporting qualified appraisals. 

 

 Establishing the value of the gift is the responsibility of the donor.  If the value 

exceeds $5,000, the donor must have a qualified appraisal performed and submitted 

on IRS form 8283.  If the Foundation sells the property within two (2) years, IRS form 

8282 must be filed by the Foundation informing the donor and the IRS of the sale 

price of the item(s). 

 

GIFTS OF ART 

 

 Gifts of art generally shall be accepted; however, the Foundation shall make 

the final decision as to whether it is put to related use, sold or otherwise disposed of.   

 

 

GIFTS OF VEHICLES 

 

 Gifts of automobiles or other vehicles may be accepted at the option of the 

Investment Committee.   

 
 

RECEIVABLES 

 

 The Foundation shall consider gifts of loans, notes and mortgages, subject to 

review by the Investment Committee. 
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Gift Acceptance Policy No. 10 

 

Gifts to Fund a Charitable Gift Annuity 

 
The Charitable Gift Annuity is a contract between the Oak Park-River Forest 

Community Foundation and the Donor.  

 

In return for a gift of cash or publicly-traded securities, the Foundation agrees 

to pay the donor (or other person named by the donor) a lifetime annuity. The 

payment may continue for the life of a second individual, such as a spouse. 

 

The annuity paid is a fixed sum, the amount of which is based on the size of 

the gift and the number and ages of the beneficiaries. The rates of return payable to 

annuitants shall not exceed those recommended by the American Council on Gift 

Annuities.  Exceptions may be made with Board approval. 

 

The minimum gift for an annuity agreement with the Oak Park-River Forest 

Community Foundation is $10,000.  Existing annuitants may establish additional 

annuities at a lower minimum amount, not less than $5,000.   

 

Generally, sixty (60) years of age is the minimum age for establishing an 

annuity with the Oak Park-River Forest Community Foundation. 

 

Gifts of assets other than cash or publicly-traded securities to establish a 

charitable gift annuity will be accepted only upon review and approval of the 

Investment Committee. 

 

The Oak Park-River Forest Community Foundation and the Donor will 

establish an agreement designating the charitable beneficiary for the residuum at the 

death of the annuitant.  Generally, the residuum will be retained in one of the 

following Oak Park-River Forest Community Foundation Funds: 
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●  the Foundation’s Discretionary Fund;  

●  a new or existing Designated Fund; 

●  a new or existing Organizational Endowment Fund.  

 

Distributions to charitable organizations other than the Oak Park-River Forest 

Community Foundation will be charged a 25% distribution fee against the residuum. 

  

Annual fees for the annuity are included in the Community Foundation’s fee 

policies. 
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ADDENDUM A 

REPRESENTATION LETTER FOR GIFTS OF REAL PROPERTY 

 

 

 

 

Oak Park-River Forest Community Foundation 
1049 Lake Street, Suite 204 
Oak Park, IL  60301 
 
Dear Sir or Madam: 
 
Regarding the property located at ______________________________, I represent 
and warrant that,  
 
1. the property and all operations thereon comply with applicable environmental 

laws, regulations and court or administrative orders; 
 
2. there are no pending or threatened private or governmental claims or judicial or 

administrative actions relating to environmental impairment or regulatory 
requirements; 

 
3. all necessary permits, licenses and government approvals have been obtained 

for use of the property; 
 
4. there are no areas of the property where hazardous or toxic material or 

substances have either been disposed of, discharged or found; 
 
5. there are no hazardous or toxic materials or substances other than possible 

asbestos contained in the material used to insulate the heating pipes (which was 
common in many building products prior to 1978) on the property on in 
improvements constructed on the property, and 

 
6. I have legal title to the property with powers to sell or assign. 
 
 
Signed:  _______________________________  Date: ______________ 
 
 
 
Signed:  _______________________________  Date: ______________ 
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ADDENDUM B 

CHARITABLE GIFT ANNUITY AGREEMENT 

 

THIS AGREEMENT IS MADE THIS _______ DAY OF _______________, _____ 

between _______________________ (hereinafter referred to as the "Donor(s)") of,  

________________________________________________________ 

 

     _________________________________________________________ 

 [Address]  

and the Oak Park-River Forest Community Foundation (hereinafter referred to as 

Community Foundation), an Illinois Community Foundation, organized and operated 

exclusively for charitable purposes as that term is contemplated under Section 

501©(3) of the Internal Revenue Code. 

 

Transfer of Property.  The Donors hereby transfer to Community Foundation, and 

Community Foundation hereby acknowledges receipt of, ___________________ 

with a total [cash, surrender] value in the amount of $__________.  This transaction 

is both the purchase of an annuity by the Donor(s) and a charitable contribution by 

the Donor(s) to Community Foundation.   

 

Payment of Annuity.  In partial consideration of the property transferred by the 

Donor(s), Community Foundation agrees to pay the Donor(s) during each year of 

Donor's (s') lives, (or surviving Donor's life), an annuity of $______________ per 

year. The annuity shall be paid in quarterly installments of $______________ 

payable on the last day of each January, April, July, and October. The first 

installment shall be payable on_________________, and shall be prorated on the 

basis of the number of days remaining in that quarter. 
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Nonassignability of Annuity.  The annuity specified in the above paragraph shall 

be non-assignable, except in the case of a voluntary transfer of part or all of such 

annuity to Community Foundation. 

 

Purpose of Gift. The portion of the transaction remaining once all obligations under 

the terms of the annuity have been satisfied is a donation to the Community 

Foundation and will be used to support its charitable aims as part of the Community 

Foundation’s unrestricted endowment. 

 

Termination.  The obligation of Community Foundation to make annuity payments 

under this agreement shall terminate with the regular quarterly payment preceding 

the deaths of [both Donors] [the Donor] 

 

Governing Law. The annuity shall be governed by the laws of the State of Illinois. 

 

IN WITNESS THEREOF, both Donor(s) and Community Foundation have executed 

this instrument on the day and year set out above. 

 

DONOR(S): 

____________________________________ 

 

____________________________________ 

 

THE OAK PARK-RIVER FOREST COMMUNITY FOUNDATION 

 

By:_________________________________ 

 

Title:_______________________________ 
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Revised 12-22-05 

 

 

 

 

 

 

 

 

 

ADDENDUM C 

NOT-FOR-PROFIT CHARITABLE GIFT ANNUITY AGREEMENT 

  

The Oak Park River Forest Community Foundation (hereinafter referred to as “the 

Community Foundation”) meets State of Illinois Requirements to offer charitable gift 

annuities to its donors and to the donors of 501(c)(3)not-for-profits serving residents 

of Oak Park & River Forest who want to expand giving options for their donors, but 

do not want to take on the regulation, accounting and securities registration 

associated with offering charitable gift annuity. 

 

In entering into this agreement, _______________________ (hereinafter referred to 

as “the Charity”), at ___________________________ (street address), 

_________________ (city), Illinois agrees to work as a partner with the Community 

Foundation in marketing Charitable Gift Annuities (CGAs) to donors who live in the 

Illinois.  When potential charitable gift annuity donors are identified, the Community 

Foundation will meet with those donors and their advisors to explain the operation of 

a charitable gift annuity, provide a sample illustration of the taxation of payments and 

the tax benefits of a charitable gift annuity, and receive the funds contributed for the 

charitable gift annuity if the donor decides to move forward, and allow the donor to 

direct the charitable gift at the end of the annuity term to the Charity. 
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The Community Foundation will provide the following services for charitable gift 

annuities under this Not-for-Profit Charitable Gift Annuity agreement: 

§ Supply marketing materials for use by not-for-profits that meet the requirements of the 

State of Illinois, the Philanthropy Protection Act of 1995 and any other applicable 

legislation. 

§ Provide charitable gift annuity documents for one or two life charitable gift annuity 

agreements. 

§ Establish rates for charitable gift annuities based on the ages of the annuitants.  

These rates will be patterned on the rates established by the America Council of Gift 

Annuities (ACGA), although the Community Foundation is not obligated to offer 

those rates nor to offer charitable gift annuities to all ages covered in the ACGA 

published schedule. 

§ Invest the funds contributed in exchange for the charitable gift annuity in accordance 

with the Community Foundation’s investment guidelines and any regulations 

required by law. 

§ Make annual payments to named annuitants on a schedule set out in the charitable 

gift annuity agreement with the donor. 

§ Provide annual tax reporting information for annuitants, to include Form 1099-R and 

any other documents subsequently required by law. 

§ Segregate the funds contributed in exchange for the charitable gift annuity for 

accounting purposes, so that the remainder, after administrative expenses, annuity 

payments, and any other applicable management or termination fees, can be 

identified and distributed to an advised fund managed by the Community Foundation 

for the Charity. 

 

As a Community Partner, the Charity acknowledges: 

§ Marketing materials provided by the Community Foundation will be used in the form 

and under the conditions established by the Community Foundation by letter or 

separate agreement. 
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§ Representatives of the Community Foundation must be involved in all conversations 

with potential donors about the operation and tax benefits of a charitable gift annuity 

and that such representative must provide all documents and illustrations supporting 

that discussion. 

§ All charitable gift annuities of the Charity will be executed through the Community 

Foundation during the term covered by this agreement.  It is critical that the annuity pool 

reflect the actuarial integrity and underlying assumptions of the ACGA which requires that 

all annuities – not simply those annuitants deemed to be a liability risk – comprise the 

pool. 

§ In addition, fees charged by the Investment Manager selected by the Community 

Foundation will be charged to the annuity fund. 

§ All funds contributed to the Community Foundation are the property of the 

Community Foundation. 

§ The Community Foundation will abide by the wishes of the donor in distributing any 

funds remaining at the end of the annuity term.  Direction on the distribution of any 

remainder will be established at the time the charitable gift annuity is executed and 

will not change once established, unless the original designated beneficiary is no 

longer in existence at the time of termination.  There is no guarantee that any funds 

will remain at the end of the term, although the Community Foundation will invest the 

funds contributed in exchange for the charitable gift annuity in accordance with 

prudent investment standards with the goal of maximizing the amount remaining at 

termination. 

 

This agreement can be terminated at any time by 30-day notice of either party.  

Termination of this agreement will not affect charitable gift annuities in place at the date of 

termination. 

 

____________________________________Name of charity 

 

____________________________________Name and title of charity representative 
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____________________________________Signature of charity representative 

 

____________________________________Date 

_____________________________________  

Executive Director, Oak Park-River Forest Community Foundation 

  

____________________________________Date 

 
Gift Acceptance Policies -  Board Approved:  March 9, 2004 

 
Gift Acceptance Policies - Board Amended and Approved:  September 13, 2005 


