Instrument of Endowment

For Non-Profit Organizations 
SAMPLE


THIS AGREEMENT (“Agreement”) is between _____________ , an organization qualifying under Internal Revenue Code, Section 501(c)(3) (the “Donor Organization”) and Coastal Community Foundation of South Carolina, Inc., (“CCF” or the “Foundation”) a South Carolina non-profit corporation, having its principal office in the City of Charleston and State of South Carolina.


WHEREAS, the Donor Organization desires to create an endowment fund with the Foundation in furtherance of the Donor Organization’s charitable purposes of ______________; and


WHEREAS, the Donor Organization intends in the future to transfer additional property to such fund for such purposes;


NOW, THEREFORE, in consideration of the premises and the mutual covenants herein contained, the Donor Organization does hereby assign, convey, transfer and deliver to the Foundation, all right, title and interest in and to the sum of _________________________, ($_____); such sum having been determined by the Board of Directors of the Donor Organization at its ___________ (include date) Board meeting to be the beginning corpus of a fund to be known as the _____________ Endowment (the “Fund”), TO HAVE AND TO HOLD the same and any other property which the Donor Organization may transfer to said Fund, and all undistributed income therefrom, nevertheless, as the exclusive property of the Foundation, for the following uses and purposes and subject to the terms and conditions herein set forth:


FIRST: The primary purpose of the Fund is to provide annual distributions to the Donor Organization in support of its charitable purposes, to be used for such specific purposes as the Board of Directors of the Donor Organization deems appropriate to enhance the charitable activities of the Donor Organization.  

The Donor Organization has read the Total Return Policy and understands that the Foundation operates on the basis of investing for “total return”, such that income and capital appreciation are considered, in combination, as “total return”, and therefore the annual grantable amount is not limited to the amount of income earned by the fund. Given this policy, the Donor Organization and the Foundation agree that the amount for the annual distributions to be made from the Fund will be determined by the Foundation’s Board of Directors from time to time as an amount reasonably expected to be available.  Such determination will be consistent with the distribution policies of other endowed funds managed by the Foundation.  

Annual distributions are currently calculated at four percent (4%) of the average fund balance for the most recent twenty quarters since the Fund was established. It is recognized by the Donor Organization and agreed to as part of this agreement that the stated objective and hope of the Foundation in setting the annual distribution percentage is that the underlying assets of the Fund shall achieve some capital growth so that future annual distributions maintain purchasing power within the context of reasonable inflationary expectations.  

It is the desire of the Donor Organization that the historic dollar value (defined as the actual value in dollars of all gifts to the Fund at the time they were made, with no adjustment for the effects of inflation) of the Fund generally not be invaded for grantable distributions. The Donor Organization understands that operating under the Total Return Policy may cause the fund to go below historic dollar value at times.  The Donor Organization will have the opportunity to reinvest the annual distribution in such cases.  Distributions will be made annually within ninety (90) days of the completion of the Foundation’s audit of the prior fiscal year. However, the Donor Organization agrees that the initial grant distribution will generally not be available until the fund has been in existence for two quarters.

SECOND:  The Foundation hereby accepts absolute ownership of the Fund.  It will hold, manage, invest and reinvest the Fund and will collect the income therefrom and will pay and disburse the annual distribution from the Fund exclusively to the Donor Organization, or to an appropriate third party (ies) as directed by the Donor Organization, in accordance with the provisions specified in this Instrument of Endowment so long as such party is a qualified organization as stated in Article FIFTH below.


THIRD:  The Foundation shall charge its standard support fee as determined by the Foundation’s Board of Directors.  The current fee is: for the first $1,000,000 in a fund , the fee is (1%) one percent of the fund balance; for the amount over $1,000,000 up to and including $5,000,000 in a fund, the fee will be .75% of the fund balance; for amounts exceeding $5,000,000, the fee is .50% of that portion.  There is a minimum annual fee of $250 which affects funds between $10,000 and $25,000.  For funds started with less than $10,000, the fee is one percent (1%) of the fund balance until the corpus reaches $10,000.  Fees are calculated and deducted quarterly.


FOURTH:  It is intended that this Fund will be a component fund and the property of the Foundation and will not be deemed a separate trust fund held by the Foundation in a trustee capacity.  Nothing in this Agreement will affect the status of the Foundation as an organization (i) described in section (501)(c)(3) of the Internal Revenue Code of 1986, as amended (the “Code”), and (ii) which is not a private foundation as defined in section 509(a) of the Code.  This Agreement shall be interpreted in a manner consistent with the foregoing intention and in order to conform with the requirements of the foregoing provision of the Federal tax laws and any regulations issued thereunder, and any provision held to the contrary or in violation thereof is null and void ab initio.   
The Fund created by this Agreement will be administered in, and under laws of the State of South Carolina and this Agreement and the validity thereof will be governed by and constructed in accordance with the laws of the State of South Carolina, and applicable provisions of the Code.
The Board of Directors of the Foundation will have the ultimate authority and control over all property in the Fund, and the income derived therefrom, for the charitable, educational, scientific, literary, and religious purposes of the Foundation.  The Fund will be administered under and subject to the By-laws of the Foundation including any amendments thereto, “including the power to modify any restriction or condition on the distribution of funds for any specified charitable purposes or to specified charitable purposes or to specified organization(s) if in the sole judgment of the governing body (without the necessity of the approval of any participating trustee, custodian, or agent), such restriction or condition becomes, in effect, unnecessary, incapable of fulfillment, or inconsistent with the charitable needs of the community or area served.” [1.170A-9(e)(11)(v)(B) US Treasury Regulations].


FIFTH:  All distributions from the Fund to the Donor Organization under this Agreement are subject to the condition that the Donor Organization will be, of the date of transfer, determined by the Internal Revenue Services to be, an organization (i) described in section 501(c)(3) of the Code, (ii) which is not a private foundation as defined in section 509 (a) of the Code, and (iii) which continues to fulfill the charitable purposes as stated above.  It is further understood that, in compliance with Executive Order 13224 and the USA Patriot Act, no funds provided by the Foundation or the Fund may be used to support terrorist organizations or those who may be otherwise associated with terrorists. It is agreed that the Donor Organization will use due diligence to ensure that no funds provided by the Foundation will be distributed to such organizations or persons or used for such prohibited purposes.

SIXTH:  The Fund is protected from obsolescence.  Should the purpose for which it was created ever become obsolete or incapable of fulfillment, or should the Donor Organization cease to exist or fail to meet the requirements of paragraph FIFTH above, the Foundation will disperse the annual distributions from the Fund for organizations comparable to the Donor Organization for purposes as similar as possible to those set forth in this Agreement, provided such an organization(s) will at times meet the requirements of Paragraph FIFTH.


SEVENTH:  Subject always to the approval of the Board of Directors of the Foundation, and upon affirmative vote of three-fourths of the Board of Directors of the Donor Organization, (i) this Agreement may be modified or amended in order to fulfill the goals and purposes of this endowment, and (ii) the Donor Organization may request distribution of the Fund in a manner other than as specified herein, provided, that no such modification, amendment, or requested distribution will violate any applicable provision of the Code or any other law or regulation applicable hereto.


IN WITNESS THEREOF, 
the Donor Organization and the Foundation have executed this Agreement on the date (s) stated herein below.


(Organization name)


By:
__________________________________
Date: ______________



Organization President


Coastal Community Foundation of South Carolina, Inc.


By:
__________________________________
Date: _______________



George Stevens, President
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