
 

 

Community Foundation of Middlesex County 

Donor Advised Fund Policy   

as amended and approved by the Board of Directors, February 27, 2018 

 

I. What is a Donor Advised Fund (DAF)? 

A. A donor advised fund defined under the Internal Revenue Code has three characteristics: 
1. The Fund is identified as a Donor Advised Fund and may be named with reference to the 

contributions of a donor or donors. For example the Smith Family Fund established by the Smith 
family children. 

2. The Fund is owned and controlled by the Community Foundation. 
3. The donor advisor(s) appointed by the donor shall provide recommendations with respect to the 

Fund’s distributions.  
B. Donor Involvement 

1. A Donor Advised Fund is established by one or more individuals or by an organization such as a 
service organization. 

2. The donor advisor(s) remains actively involved and may recommend potential grantees to 
benefit from the Fund, with final approval by the Board of Directors. 

3. When establishing the Fund, the donor may designate successor advisors to carry on the 
advisory role. 

4. When Fund advisors no longer wish, or are unable, to make grant recommendations, the Fund 
continues in perpetuity as an Unrestricted or Field of Interest Fund and continues to grant. 

C. Community Foundation Involvement 
1. Assists in identifying needs of the community. 
2. Handles investment management and oversight. 
3. Performs all accounting and financial reporting. 
4. Prepares semi-annual Fund Statements reporting the Fund’s activities.  
5. Performs due diligence to ensure grantees are in good standing and meet IRS requirements. 
6. Meets National Accreditation Standards and is audited on an annual basis by an outside 

accounting firm. 
7. Reviews and decides whether to approve donor advised recommendations. 

D. Donor Advantages 
1. From time to time, the Community Foundation will bring to the donor’s attention grant 

making opportunities which match the donor’s charitable interests with respect to the needs or 
issues within the community. 

2. The donor has the assurance that the Community Foundation has the knowledge and resources 
to manage the Funds wisely and to address community issues and needs. 

3. The donor receives an immediate tax deduction for donations made to the Fund. 
4. Anyone may add to the Fund through charitable donations. 



Page 2 
 

Rev. 02.27.18 
 

5. The donor(s) or organization establishing the Fund receives exposure in the Community 
Foundation’s annual report and on the website.  

 

II. Minimum Fund Size 

A. Donors (individuals, families, businesses, or organizations) may establish an Endowed Donor 
Advised Fund (DAF) (the principle is invested and reinvested permanently and a percentage of the 
Fund balance is available annually for grant making) or an Unendowed Donor Advised Fund 
(DAF) (the principle is available for grant making) with the Community Foundation of Middlesex 
County upon the execution of a Fund agreement.  
1. The minimum amount to establish an Endowed DAF is $10,000.00. (An Endowed Fund may 

be established with a contribution of less than $10,000 so as to build the Fund over time. An 
Endowed Fund is activated and grant making commences when the Fund balance reaches 
$10,000). 

2. An Unendowed DAF does not have a required minimum amount, however a balance of $250 
is necessary for the Fund to remain active. 

 

III. Contributing to a Fund 

A. Gifts to a Fund are irrevocable. The assets of DAFs are owned and controlled by the Community 
Foundation. All assets held in the Fund shall be subject to the Articles of Incorporation and Bylaws 
of the Community Foundation, including the variance power contained therein.  

B. Contributions to a Fund may be made in any amount, at any time, and by anyone. Contributions 
may be made using cash, publicly traded securities or other property, including closely held stock, 
partnership interests, real estate, personal property, trusts and life insurance. Contributions other 
than cash or publicly traded securities are subject to the Community Foundation’s Gift Acceptance 
Policy and approval by the Board of Directors. Contributions should be clearly designated by Fund 
name: “The XYZ Fund of the Community Foundation of Middlesex County.”  

C. Donors may make contributions using appreciated, publicly traded stock that has been held for 
longer than a year, to enjoy maximum tax benefits. Contributions of property that may not have 
immediate liquidity are accepted at the discretion of the Community Foundation, and subject to 
completion of our due diligence procedures. Donors considering a gift in any form other than cash 
should contact the Community Foundation to discuss its appropriateness and to obtain delivery 
instructions. 

 

IV. Variance Power 
A. Donor Advised Fund agreements may restrict distributions to a specific charitable purpose, such as 

education or the environment.  Others may limit distributions to particular named organizations.  
These restrictions shall apply from the inception of the Fund or shall come into effect when the 
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advisory period ends if stipulated in the Fund agreement.  Any such restrictions are subject to 
modification by the Community Foundation’s Board of Directors if it determines, in its sole 
discretion, that the restriction or condition is unnecessary, incapable of fulfillment, or inconsistent 
with the charitable needs of the community or area served. Upon the death or other termination of 
the relationship with the last named Fund advisor, the assets of the Fund shall become an 
Unrestricted Component Fund, or Field of Interest Fund if stipulated in the Fund agreement, of the 
Community Foundation and distributions from the Fund shall be made for such of the Community 
Foundation’s general or field of interest purposes as the Board, in its discretion, may determine. 

 

V. Fund Advisors 

A. The initial advisors to the Fund are those persons named in the Fund agreement when establishing 
the Fund. The original donor has the opportunity to name successor advisors at the time the Fund 
is established. Subsequent Fund advisors may be appointed with the approval of the Community 
Foundation.   

B. If at any time there is more than one advisor to the Fund, the advisors will appoint a designee and 
all communications to and from the Community Foundation will be through the designee.  If no 
designee has been appointed, the Community Foundation will consider the first advisor named in 
the agreement to be the designee. 

C. An advisor’s privilege of recommendation terminates upon the occurrence of either (a) receipt by the 
Community Foundation of written notice of the relinquishment of the privilege by the advisor or (b) 
the death of the last of the donor advisors and all other named successor advisors, if any. Following 
the termination of the advisor’s privilege of recommendation, the Fund shall become an Unrestricted 
Component Fund, or Field of Interest Fund if stipulated in the Fund agreement, of the Community 
Foundation and distributions from the Fund shall be made for such of the Community Foundation’s 
general or field of interest purposes as the Board, in its discretion, may determine. 

 
VI. Recommending a Grant 

A. Grants must be for charitable purposes.  The recommended minimum grant amount is $25.00 
B. Grants may be recommended for any organization described in section 501(c)(3) of the Internal 

Revenue Code except that the Community Foundation does not make grants to private foundations.  
Donors may also recommend grants to most units of government (e.g., public schools, colleges and 
universities, town and municipal governments, police departments, etc.).   

C. The Community Foundation does not make grants, even for charitable purposes, to other types of 
nonprofit non-charity organizations or to businesses.  Examples of organizations to which the 
Community Foundation will not grant include social welfare organizations (501(c)(4));  veterans’ 
organizations; cemetery companies (501(c)(13)); Chambers of Commerce and similar business 
associations; fraternities and sororities; social clubs; and fraternal organizations such as Elks and 
Moose. Also prohibited are grants for lobbying, political contributions or to support political 
campaigns. 
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D. The Community Foundation will make grants to United States organizations that carry on their work 
in other countries.  However, the Community Foundation does not make grants to non-US 
organizations or governmental entities. 

E. Grant recommendations are solely advisory and the Community Foundation is not bound by any 
such recommendation. Grant recommendations may be made at any time during the year, must be 
submitted in writing or by e-mail, and must be approved by the Community Foundation’s Board of 
Directors. Grant recommendations are presented to the Board of Directors at the next meeting 
following the receipt of the recommendation. The Community Foundation’s Board of Directors 
meets six times a year, every other month, beginning in February. Grant recommendations, when 
possible, should be submitted ten days in advance of the Board meeting date in order to be listed on 
the agenda. 

F. From time to time the Community Foundation may bring to the advisor’s attention grant making 
opportunities in which the advisor may have an interest. The advisor is not obligated to recommend 
a grant for the identified program. Donors may be furnished with lists of the unmet charitable needs 
of the community as determined by the Community Foundation from time to time. 

 

VII. Grant Restrictions 

A. The Internal Revenue Code prohibits grants to individuals (such as scholarships, emergency hardship 
grants, or disaster relief grants) from Donor Advised Funds.  Grants may not result in benefits, goods, 
or services to the donor, the Fund advisor, members of their families, and businesses they control.  
Failure to observe any restriction can subject the Fund advisor to tax penalties. Benefits include the 
payment of pledges, event tickets, meals, sponsorships, registration fees, discounted merchandise, 
preferred parking and/or seating, and memberships unless the membership confers nothing of value.  
Please contact the Community Foundation if you have specific questions about whether a grant you 
are considering recommending will result in a prohibited benefit. 

 

VIII. Payments from a Donor Advised Fund 

A. Expense reimbursements, loans, compensation, and other similar payments are not permitted from 
a Donor Advised Fund to a donor, Fund advisor, or related party. 

 

IX. Grant Acknowledgment 

A. Unless other arrangements have been made (e.g. anonymity requested), the grant letter will indicate 
that the contribution is from “The XYZ Fund of Community Foundation of Middlesex County” and 
that it has been given upon the recommendation of “Joe Smith” (the named advisor). The recipient 
organization is required to acknowledge the gift to the advisor in care of the Community Foundation. 
Additional language confirms that no benefits have been offered or provided to the Community 
Foundation or the advisor in exchange for the accompanying grant. If the recipient organization 
publishes a news release or a list of donors, it is asked to indicate the contribution as a grant from 
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“The XYZ Fund of Community Foundation of Middlesex County.” The recipient organization will 
be asked to submit a grant narrative form, when appropriate, detailing how the Funds were used and 
the impact upon the organization’s mission and the community. 

 

X. Fundraising 

A. Donors sometimes want to raise money to add to their advised Funds.  The Community 
Foundation’s policies on fundraising are attached to this document.  Fundraising, approved by 
CFMC, must strictly adhere to the most recent policy and to any additional restrictions imposed as 
a condition of the Community Foundation’s consent. 

 

XI. Investments 

A. The Community Foundation has the sole responsibility and authority for investment of the assets of 
each Donor Advised Fund. Donor Advised Funds are invested and commingled with assets of other 
funds of the Community Foundation. Decisions with respect to the retention, investment, or 
reinvestment of assets and with respect to commingling of assets shall be made by the Community 
Foundation’s Board of Directors.  

B. The Community Foundation's long-term investment objective is to preserve the real value of its 
permanent funds.  This means that the Community Foundation seeks a total rate of return that 
supports the Community Foundation’s grant making, expenses, investment fees, and inflation.  The 
Community Foundation will measure whether it has achieved that objective through periodic 
reviews. 

C. The Community Foundation’s Finance & Investment Committee is responsible for developing and 
implementing investment policies and practices, and overseeing the investment and management of 
the assets of the Community Foundation at the direction of the Board of Directors. 

 

XII. Fees and Minimums 

A. The Community Foundation assesses fees, including investment management fees, to all funds in 
order to help continue the Community Foundation’s important work in our community.  Fees 
provide the necessary resources to operate efficiently and effectively, ensuring fiscal responsibility in 
grant due diligence, donor and nonprofit education, and other activities.   

B. Each Donor Advised Fund is assessed an annual service fee.  The Community Foundation will 
provide the current fee schedule to the Fund advisor. The fee schedule is subject to change at the 
Community Foundation’s sole discretion. Such revised fee schedules, as they occur, will be provided 
to the Fund advisors at the time such schedules are approved by the Community Foundation. 
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XIII. Fund Activity Requirements 

A. A Fund is considered active when there is regular communication between a donor advisor (or 
named successor advisor) and the Community Foundation regarding the existence and purpose of 
that Fund. Examples of some of the activities that would deem a Fund active include, but are not 
limited to: 

1. Grant recommendations by the donor advisor at least annually to charitable organizations; or  
2. Developing a philanthropic program in coordination with the Community Foundation. The 

donor advisor refrains from initial grant making upon the establishment of the fund while 
consulting with Community Foundation to determine what types of grants will best meet 
community needs and/or the donor advisor’s philanthropic goals; or 

3. Establishing a fund-building and/or long-term giving plan in consultation with the Community 
Foundation. Such a giving plan provides the donor advisor opportunities to build the Fund over 
time with the intention of increasing the Fund’s balance to support a donor advisor’s grant 
making in his or her retirement and/or build the Fund over time to support grant making by 
successor advisors. Developing a long-term giving plan does not prohibit the donor advisor from 
recommending grants at any point. However, the donor advisor must recognize such grants 
might delay implementation of a long-term giving plan; or 

4. Supporting Project Grants. The donor advisor makes a substantial contribution to the Fund and 
recommends grants to a specific qualified charitable organization over a period of time during 
which the grantee organization submits regularly scheduled assessment reports to monitor 
progress and impact. Such project grant programs will not prohibit the donor advisor from 
recommending grants to other charitable organizations at any time, presuming funds are 
available; or 

5. Transition of Donor Advisors. If the donor advisor is incapacitated with no successor advisors 
named or successor advisors are minors with no adult representative named, the Community 
Foundation may elect to delay grant distributions until the donor advisor’s death or the 
successor advisors reach maturity; or  

6. Special Circumstances, which may include, but are not limited to: 
i. Donor advisors are divorcing so grant recommendations are suspended until proceedings 

have been completed and the parties have agreed with the Community Foundation on the 
status of the Fund and grant recommendations. This may include splitting the Fund into two 
Funds, dissolving the Fund by making charitable grants, or transferring the balance to an 
Unrestricted Fund or Field of Interest Fund at the Community Foundation. 

ii. Grants are suspended during litigation involving a Fund (e.g., the donor has left a bequest 
and/or the estate to the Fund, but the donor’s heirs are disputing the bequest. Grants are 
suspended until litigation is resolved.) 

iii. Grants may be suspended when a donor leaves a bequest to the Fund and distributions from 
the estate are made periodically to the Fund during the estate settlement process. Grant 
recommendations will commence when the estate is fully settled.  
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XIV. Inactive Funds 

A. A Fund is deemed inactive if: 
1. The Fund advisor dies or resigns or evidence of incapacity is provided to the Community 

Foundation, and there are no more successors. 
2. All named successor advisors are unable or unwilling to serve as such. 
3. No recommendations are made with respect to grants from the Fund for a period of two years 

and, during such period, the advisor or successor advisor does not reply to the Community 
Foundation’s contact attempts. 

4. For a period of two years from the date at which the balance of the Unendowed DAF falls below 
$250, the balance remains below the minimum and the donor advisor does not reply to the 
Community Foundation’s contact attempts.  

5. A Fund is deemed inactive if it does not meet the Fund Activity Requirements listed in Section 
XIII. 

B. If the Fund becomes inactive, the Community Foundation will deem the advisory period to have 
ended and will initiate distributions from the Fund in accordance with the provisions in this 
document and as listed below (Termination, Section XV).  

 

XV. Termination 

A. Unless otherwise specified in the Fund agreement, upon the death, resignation or incapacity of the 
last advisor to the Fund, or if the Fund is determined to be inactive, the assets of the Fund will 
become a Named Unrestricted Component Fund, or Field of Interest Fund if the donor(s) have 
specified in writing one or more broad fields of interests for the Fund. 

 

 

Approved by the Board of Directors:   August 30, 2016 

Amended and Approved by the Board of Directors: February 27, 2018 


