
The Greater Kanawha Valley Foundation 

Advised Fund Guidelines 

and 

Fund Activity Policy

Adopted by the Board of Trustees September 20, 2000 

Amended September 13, 2006 

Amended March 21, 2007 

Amended March 16, 2011 

Approved by the Foundation’s Executive Committee February 9, 2017, 

 Ratified by the Board of Trustees March 15, 2017 

Amended September 18, 2019 

Amended June 17, 2020 

The Greater Kanawha Valley Foundation has established the following guidelines for the acceptance 

and operation of Advised Funds.  Advised Funds are named funds established by living donors in 

which the right to make recommendations as to the distribution of income from such funds is reserved 

by the donor or those appointed by the donor.  Final authority and discretion to approve distributions 

rests with the Board of Trustees of The Greater Kanawha Valley Foundation. 

These guidelines are intended to be consistent with the purposes of The Greater Kanawha Valley 

Foundation, as well as in keeping with United States Treasury Department Regulations on such funds. 

1. Advised Funds provide the donor, or others appointed by the donor, with the right to make 

recommendations to The Greater Kanawha Valley Foundation’s Board of Trustees with respect 

to the distribution of income from the Advised Fund.  Such Advised Funds are component parts 

of The Greater Kanawha Valley Foundation and are subject to the By-Laws, and policies as 

amended. 

2. The advisor may submit written recommendations regarding the distributions to be made from 

the fund and may consult the Foundation staff about the use of the fund for qualified charitable 

purposes.  These recommendations will be given careful and thoughtful attention.  It is 

understood that these recommendations will not be binding on The Greater Kanawha Valley 
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Foundation, which legally must retain final responsibility for all distributions.  All grants from 

Advised Funds must receive consideration and approval of the Board of Trustees. 

3. Recommendations made by the advisor will, in each case, be evaluated independently by the 

Foundation staff to determine if the recommendations are consistent with the purposes of The 

Greater Kanawha Valley Foundation and meet the needs of the community as identified by the 

Foundation’s Board of Trustees.  If information is available on the organization, it is reviewed 

by the staff to verify approval by the IRS as a legitimate charitable agency and continued 

eligibility to receive a grant.  If information is not available, a letter is sent to the organization 

informing them of the grant recommendation and asking for current information, including a 

copy of its tax exemption letter from the IRS, brochures, current financial statements or audit, 

etc.  Unfortunately, this process can delay grant approval depending on the organization’s 

response time. 

4. Grant Making Procedure 

Grants from Advised Funds will be made only to agencies which have received a tax-exempt 

501(c)(3) ruling from the IRS and only for support of charitable or other purposes as described 

in Section 170(c)(1) or (2)(b) of the Internal Revenue Code, as amended, in furtherance of the 

Foundation’s purposes.  Grants to individuals from donor advised funds (as defined in Section 

4966(d)(2) of the Internal Revenue Code, as amended) are prohibited.  It is not the intention of 

the Foundation to make distributions which would constitute taxable expenditures under the 

Pension Protection Act of 2006; however, consistent with Section 4966(c)(2)(B) of the Internal 

Revenue Code, as amended, distributions from an Advised Fund to The Greater Kanawha 

Valley Foundation as its sponsoring organization are not taxable distributions (so long as the 

Foundation remains a public charity), such distributions are hereby expressly authorized (for 

receipt into the Foundation’s Operating Account), and if received will be used by the 

Foundation to implement or carry out the purposes of such Advised Fund or other general 

charitable purposes of the Foundation.  Recommendations received orally, in writing, or 

electronically will be investigated by staff and presented at the next meeting of the Board of 

Directors which follows the completion of the investigation.  If the recommendation is 

delivered orally, staff will confirm the recommendation in writing or electronically in order to 

make certain staff is proceeding according to the donor’s recommendation. 

Unless otherwise noted, grant recommendations from donor advised funds shall be subject to 

the same due diligence as competitive grant applications.  Recommendations will be reviewed 

by staff to determine the viability and charitable status of the grantee, the efficacy and 

charitable nature of the request, and consistency with community need.  If normal due diligence 

is insufficient, the foundation may require additional review, the use of expenditure 

responsibility or may deny the recommendation. 
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Grants from Advised Funds will not be made to pay dues for membership of an individual in an 

organization, or to discharge or satisfy a legally enforceable obligation or personal pledge 

which has been made by the donor or any other individual or corporation.  Neither can grants 

be used for tickets to a fund raising event that provides personal benefit to the donor, the 

advisor, members of their families or businesses they control. 

Expenditure responsibility shall be employed when warranted and specifically for 

recommendations from donor advised funds in the following cases; 

1) Grants to non-charities for charitable purposes 

2) Grants to international organizations unless equivalency determination is 
followed 

3) Grants to private non-operating foundations 

4) Grants to 501(c)(3) 509(a)(3) Type III supporting organizations which are not 
functionally integrated 

5) Grants to any form of 501(c)(3) 509(a)(3) Type III supporting organization that 
is being supported is controlled directly or indirectly by either the donor, donor 
advisor, or related party 

Staff has grant expenditure responsibility when such is required by law or policy. Grants to 

organizations not described in §170(b)(1)(A) of the Internal Revenue Code such as non 

charities, private non-operating foundations, certain supporting organizations of public 

charities, or organizations outside of the United States all require expenditure responsibility. 

Supporting organizations receive public charity status from the IRS due to its particular 

relationship with another publicly supported charity or government unit. Based on that 

relationship, a supporting organization is defined as Type I, Type II, or Type III. Type III 

supporting organizations are further defined as functionally or non-functionally integrated.  Any 

type of supporting organization that supports a public charity which is controlled directly or 

indirectly by the donor, donor advisor, or related party requires expenditure responsibility by 

the Foundation.  Any non-functionally integrated Type III supporting organization requires 

expenditure responsibility. 

The following steps should be followed to determine whether a grant recommendation from a 

donor advised fund requires expenditure responsibility: 

1) Verify that the organization is a public charity by checking its status in IRS 
Publication 78, the organization’s IRS determination letter, or IRS Business 
Master File.  NOTE:  alternate verification is required for international grants 
including but not limited to charity registration in the country of origin, 
validation by a trusted third party (i.e., community or other foundation), proof of 
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equivalency determination, and appropriate federal terrorism lists or other 
measures as required by law or policy. 

2) Determine if the public charity is a supporting organization from one of the 
following sources: 

a. The IRS Business Master File (BMF) and the potential grantee’s IRS 
determination letter, or 

b. A report from a third party that includes the grantee’s name, EIN, and 
public charity classification under §509(a)(1), (2), or (3); a statement that 
the information is from the most currently available IRS monthly update 
to the BMF, along with the IRS BMF revision date; the date and time of 
the staff search.  The staff must retain this report in electronic or hard-
copy form. 

3) Determine the type of Supporting Organization from one of the following 
sources: 

a. For Type I or Type II supporting organizations a written representation 
signed by an officer, director, or trustee of the grantee if both of the 
following are true:  

i. The representation describes the process used for selecting the 
grantee’s officers, directors, or trustees and references the 
pertinent provisions of the grantee’s organizing documents that 
establish the grantee’s relationship to its supported organization. 

ii. The staff collects and reviews copies of the grantee’s governing 
documents. If the grantee’s governing documents are not 
sufficient to establish the relationship, the staff must also collect 
organizing documents from the supported organization. 

b. For determining that a Type III supporting organization is functionally 
integrated the Foundation must do the following: 

i. Obtain the grantee’s written representation identifying the 
organization it supports. 

ii. Collect and review the grantee’s organizing documents (and 
those of the supported organization if necessary). 

iii. Collect a written representation signed by an officer, director, or 
trustee of each supported organization stating that the supporting 
organization is functionally integrated and that but for the 
involvement of the supporting organization, the supported 
organization normally would engage in those activities itself. 
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c. Alternatively, the Foundation may rely on a reasoned written opinion of 
counsel of either the grantee or the Foundation in making the 
determination that a supporting organization is a Type I, Type II, or 
functionally integrated Type III supporting organization. 

4) Once the Foundation has determined that a potential grantee is a supporting 
organization and is not a Type III non-functionally integrated supporting 
organization (where expenditure responsibility is automatically required), the 
Foundation, working with local counsel, will determine whether the donor, 
donor advisor, or related parties control the supported organization. Control can 
be determined in one of the following ways:  

a. If any donor, donor advisor, or related parties may, by aggregating their 
votes or positions of authority, require a supported organization to make 
expenditure, or prevent a supported organization from making 
expenditure. 

b. Working from a collected list of organizations that the potential grantee 
supports, the Foundation will work with the donor(s) and advisors to 
determine whether any of those supported organizations are controlled 
by the donor, advisor, or related party.  Certification from either the 
donor or advisor or directly from the supported organization indicating 
that the donor, advisor, or related parties do not control the supported 
organization must be obtained. 

5. Limitations on Distributions 

The Foundation will only make distributions from a donor advised fund for charitable purposes. 

a) No distribution from a donor advised fund may be used for the personal benefit to a 
donor, advisor or other related party to such Fund, including, by way of example and 
not of limitation, satisfaction of a legally enforceable pledge or obligation of any 
person, including the donor of the Fund, loan, reimbursement of expenses related to the 
Fund, payment of dues of any person to any organization, or payment of participation in 
fundraising events, galas, etc. which provide more than a nominal “quid pro quo” to 
those attending. 

b) No grants are made to individual persons. 

c) No distribution from a donor advised fund may be used for non-charitable purposes, 
purposes prohibited by Local, State or Federal laws or regulations, or purposes contrary 
to Foundation policy. 

6. The Pension Protection Act of 2006 prohibits the payment of grants, loans, compensation or 

similar payments from a donor advised fund to the donor(s), the advisor(s), members of their 

families or businesses they control.  Because expense reimbursements are considered to be 



6 

“similar” payments, reimbursements to donors, advisors or related parties for fundraising 

expenses that are associated with the donor advised fund are prohibited. 

7. Unless the donor wishes to remain anonymous, the Foundation identifies for grant recipients 

the named funds from which grants are paid, and the grant recipients are encouraged to 

acknowledge the donor whose generosity made the grant possible. 

8. Each Advised Fund, unless specified otherwise by written instrument, will be considered an 

endowment fund within The Greater Kanawha Valley Foundation and grant distributions will 

be made according to the spending rate policy adopted by the Board of Trustees.  As a general 

rule, income earned in each fund will be distributed annually and will not be accumulated for 

more than one year.  Donors may also elect at the time of the gift [or] in the written instrument 

to have some or all of the net income generated by the Advised Fund added to the Fund’s 

principal.  Generally, if an advisor has not submitted recommendations within a 36-month 

period, The Greater Kanawha Valley Foundation’s Board of Trustees will allocate the income 

from such funds according to its perceptions of the donor’s intent and community needs. 

9. The Greater Kanawha Valley Foundation encourages the advisor to make available a portion of 

the income from the fund established by the donor for specified charitable needs identified by 

the Foundation which are considered deserving of support and which are in a field of interest 

identified by the donor.  As an example, if the donor is particularly interested in health care, the 

Foundation will periodically present for the donor’s review and consideration health care 

projects which have been recently evaluated by the Foundation and which are felt to need 

support.  The donor may elect to recommend support for some, all or none of the recommended 

programs. 

10. The donor may, by written instrument, designate his or her spouse or any other person to serve 

in an advisory capacity with or in place of the donor.  The terms of advisors for Advised Funds 

are limited to the lifetime of the original donor or donors and the appointees of the original 

donor or donors during their lifetime.  The instrument establishing a Fund may designate a 

child or children of legal age (and spouses) of the donor as successor or successors to the 

original donor.  Upon the termination, by death or otherwise, of the original donor and/or 

successor donors, the Advised Fund shall continue as part of the endowment funds of the 

Foundation either as a discretionary fund or field of interest fund if so specified by written 

instrument when the Advised Fund was created. 

11. An Advised Fund created by a corporation, partnership, limited liability company or other 

similar for-profit business entity will have the right to make recommendations to The Greater 

Kanawha Valley Foundation’s Board of Trustees with respect to the distribution of income 

from the Advised Fund for a period not to exceed 15 years from the date of the establishment of 

the Advised Fund.  The 15-year restriction may be extended if substantial additional 
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contributions are made and the business entity maintains a continuing charitable involvement 

with the Foundation. 

12. A report of all distributions from Advised Funds shall be included in the annual report of the 

Foundation. 

13. Excess Business Holdings 

The Pension Protection Act of 2006 amended section 4943 of the Internal Revenue Code to 

limit ownership of closely-held business interests in a donor advised fund.  A fund’s holdings, 

together with the holdings of disqualified persons (donor, advisor, members of their families 

and businesses they control) may not exceed any of the following: 

 20% of the voting stock of an incorporated business; 

 20% of the profits interest of a partnership, joint venture, or the beneficial interest in a 

trust or similar entity; 

 Any interest in a sole proprietorship. 

These limitations do not apply if the donor-advised fund holds an interest that does not exceed 

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

Donor-advised funds receiving gifts of interests in a business enterprise have five years from 

the receipt of the interest 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.  To prevent 

a violation of these rules, it is the Foundation’s policy to divest itself of such holdings within 

five years from the date the Foundation acquired the asset.  If that is not possible, the asset will 

be transferred to a new or existing fund that is not an advised fund. 

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

property, although undeveloped land may become a business enterprise under some 

circumstances.  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); and remainder interests in personal residences and farms. 
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Fund Activity Policy (effective January 1, 2017) 

ACCEPTABLE TYPES OF FUND ACTIVITY 

The following are definitions of fund activity considered to lead to fund distributions, which apply to 

funds that have more than the Foundation’s minimum required balance to maintain a donor advised 

fund (see the Foundation’s Gift Acceptance Policy).  If this policy ever conflicts with federal law or 

state law (including UPMIFA), the relevant law controls. 

A fund is considered active when there is regular communication between a donor (or named 

successors) and the 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):

 Regular Grant Recommendations.  Donor advisor generally recommends grants at 

least annually to qualified charitable organizations.  The amount of grantmaking can 

vary from year to year.

 Developing a Philanthropic Program.  Donor advisor makes a substantial 

contribution to donor advised fund, for example, upon the sale of his or her business, 

and refrains from recommending grants for a given initial period while the fund advisor 

consults with the sponsoring charity and/or does his or her own research to determine 

what types of grants will best meet community needs and/or her philanthropic goals. 

 Long-term Giving Plan.  Donor advisor deliberately reduces the frequency or size of 

grant recommendations from fund, for example: 

1. During his or her working years with the intention of increasing the donor 

advised fund balance to support grantmaking during his or her retirement, when 

the advisor expects his or her income to change. 

2. A donor may want to build a fund over time so the donor’s children can make 

grants later (the idea being the donor is leaving a charitable legacy for the next 

generation to administer). 

3. Donor advisor refrains from recommending grants for a given period because 

the fund is invested in an illiquid or undervalued investment.  Donor advisor 

intends to begin making grant recommendations when the investment can be 

sold at a reasonable price. 

 Project Grants.  Donor advisor makes a substantial contribution to a donor advised 

fund and determines to recommend grants to a specific qualified charitable organization 

over a period of 20 years so that the donor can monitor how the charitable organization 

performs, and to consider whether another organization would better achieve the 

donor’s charitable objectives. 
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 Starter Fund.  Donor advised funds may need time to build the fund balance to make 

substantial grants to the community.  Therefore, there may be no distributions made 

until the fund balance reaches an amount stated in the donor advised fund file. 

 Specific Occasion Grant.  Donor advisor refrains from recommending grants for a 

number of years with the specific charitable goal of recommending a grant upon a 

specific occasion.  Examples may include: 

1. Donor is incapacitated with no successor advisor(s) named so the community 

foundation waits until the donor’s death to distribute the fund according to the 

donor’s original intent; 

2. Fund has transitioned to named successor advisors but they are minors and no 

adult representative is named to represent them (so grants resume when 

successor advisors are adults); 

3. Founders of fund who are also the donor advisors are getting divorced so that 

grants are suspended until both the husband and wife agree on grants, which 

may include splitting the fund into two separate funds, one for each spouse to 

advise or eventually dissolving the fund by the making of charitable grants; 

4. Grants are suspended during litigation involving a fund (e.g., the donor has left 

his/her estate to a fund, but the donor’s children are disputing the bequest so the 

community foundation does not allow grants until the litigation is resolved); 

5. Donor leaves a bequest to a fund and distributions are made periodically to the 

fund during the estate settlement process, but grants are not made until the estate 

is fully settled. 

ACTIVATING GRANTMAKING 

Should grant activity stop for more than a three-year period, steps will be taken by the staff or the 

board to activate that fund.  These steps may include such activities as: 

 Notifying the fund advisor regularly and periodically (for example, four times over a 

period of two years) to encourage the fund advisor to activate the fund. 

 Distributing grants from the fund to qualified grant recipients that align with donor 

intent, but if the Foundation determines such intent is obsolete, incapable of being 

fulfilled, impractical, or inconsistent with the community’s charitable needs, then 

exercise of the Foundation’s overriding variance power to enable the Foundation to 

continue to use its resources to meet the needs of the community and to address the 

charitable purposes for which the funds were committed.
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 Closing of an incubator or start-up fund if the fund’s balance does not reach the 

Foundation’s minimum amount within the required period of time, and reallocating the 

fund proceeds to the Foundation’s discretionary grant program.  (See the Foundation’s 

Gift Acceptance Policy.) 

DEFINITIONS OF TERMS FOR FUND ACTIVITY POLICY 

Qualified Charitable Organization 

Donors may deduct charitable contributions in accordance with Federal and their respective state tax 

codes only if donations are made to a qualified organization.  Most organizations, other than churches 

and governments, and public schools must apply to the IRS to become a qualified organization.  Refer 

to the Foundation’s grantmaking policies (herein and in its Due Diligence Policy) for local grant 

making protocol. 

To determine whether an organization is qualified to receive deductible charitable contributions, 

documentation of its status may be requested from the organization and/or its status can be verified on 

the IRS website (www.irs.gov/Charities-&-Non-Profits/Exempt-Organizations-Select-Check).   

Sponsoring Organization 

An organization, like a community foundation, that owns and controls donor advised funds. 

Donor Advisor (sometimes referred to as “Fund Advisor”) 

A donor or person appointed or designated by the donor who has or reasonably expects to have 

advisory privileges with respect to the fund’s distributions or investments.  The donor retains the 

privilege to recommend grants from the charitable fund for which he or she has been designated as 

fund advisor. 

Donor Advised Fund 

A fund may be classified as donor advised if it has at least three characteristics:  (1) a donor or person 

appointed or designated by the donor has, or reasonably expects to have, advisory privileges with 

respect to the fund’s distributions or investments, (2) the fund is separately identified by reference to 

contributions of the donor(s), and (3) the fund is owned and controlled by a sponsoring organization, 

such as a community foundation.  A fund possessing these characteristics may be exempt from the 

donor advised fund classification if it grants to one single public charity or government unit or if the 

fund meets certain requirements applicable to scholarship funds. 

Disqualified Person 

As applied to public charities, the term disqualified person includes (1) organization managers, (2) any 

other person who, within the past five years, was in a position to exercise substantial influence over the 

affairs of the organization, (3) donors and donor advisors with regard to transactions with a particular 
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donor advised fund, (4) investment advisors to assets of donor advised funds, (5) and disqualified 

persons of supporting organizations who are also disqualified persons of the supported organization, 

(6) family members of the above, and (7) businesses they control.  Paying excessive benefits to a 

disqualified person will result in the imposition of penalty excise taxes on that person, and, under some 

circumstances, on the charity’s board of directors. 
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