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For Good. For Eau Claire. For Ever.

GRANTMAKING AND DUE DILIGENCE POLICIES AND PROCEDURES

SECTION | - POLICY

The Eau Claire Community Foundation (ECCF) works and communicates openly with all constituents including
donors, grant applicants, and the general public to ensure that all grants are used for charitable purposes to
improve the quality of life in Eau Claire.

The ECCF is committed to the principles of good grant making and due diligence that includes, but is not limited
to, the following:

Grants are only made for charitable purposes.

Grants are only made to tax exempt organizations in good financial health, well managed, and grants are
only made for projects that are well-conceived and likely to be successful.

No benefits shall accrue from any grant to any ECCF staff member, or staff member’s family. Further, no
benefit from any grant shall accrue to any advisor, volunteer or donor who is involved in the grant
review or recommendation of a grant.

Grants are used by each grantee for the appropriate purposes approved by the ECCF Board of Trustees.
Grants are never made directly to an individual beneficiary.

In the fund agreement with ECCF, the donor’s signature acknowledges that the final decision on grant
awards rests with the Board of Trustees whose charge it is to ensure all distributions meet the
regulations of the IRS and are compatible with the policies and purposes of the Eau Claire Community
Foundation.

Additional Considerations:

Originate in the Eau Claire area and demonstrate strong volunteer involvement.

Promote collaboration and reduce service duplication.

Strengthen the ability of our community to respond more effectively to our needs within our own
financial limits.

Help people help themselves.

Build upon strengths of our community.

Apply ECCF’s limited resources where they will make a tangible difference in meeting an important
community need.

Grants are not intended to be used to fund routine operating expenses, annual campaigns, debt
retirement, and direct support of individuals, endowments, lobbying or sectarian causes.

SECTION Il — PROCEDURES

Grants only for charitable purposes.
The ECCF staff is responsible for ensuring that grantees either have 501(c)(3) public charity status or they are tax
exempt organizations applying for a grant to be used solely for charitable purposes as defined by IRS Section

170.



In the case of the latter, expenditure responsibility procedures will be followed (see section on expenditure
responsibility guidelines) according to the parameters set by the Pension Protection Act of 2006. Further, the
grant must be used solely for the charitable purpose for which it was intended and granted.

In the case of competitive grants, an official representative of the grantee must sign a Grant Acceptance
Agreement which indicates the organization’s agreement to these two requirements. In the case of
noncompetitive grants, such as Donor Advised Grants and Designated Grants, the grant award letter specifically
notes that the grant requires the grantee to be a tax exempt organization and the grant award must be used
solely for charitable purposes. The award letter further states that by cashing the enclosed grant check, the
grantee agrees to these stipulations.

Grants are only made to well-managed organizations in good financial health and grants are only made for
well conceived projects likely to be successful.

The ECCF staff is responsible for the thorough review of each competitive application received by the
Foundation. The result of this review is provided in writing to Grants Committee members before the meeting
to discuss grant applications. A summary is also prepared for the Board of Trustees for review and consideration
when it makes the final decisions regarding grant awards. The review includes, but is not limited to:

e Reviewing the agency’s financial audit.

e Checking the proposed project budget.

e Checking the applicant’s legal name and its tax exempt determination letter or other applicable
documentation.

e Ensuring that the fund that will support the grant is appropriate given the charitable purpose of the fund
as established by the donor(s).

In the case of Donor Advised Fund grants the following procedure is followed:
Donor Advised Fund Grantee Organizations-TaxStatus Determination

Under the Pension Reform Act of 2006, community foundations are required to determine the tax status
of organizations named to receive grants from donor advised funds. Organizations listed in Section 170(b)(1)(A)
of the IRS Code do not require any further investigation. However, the following types of organizations
require "expenditure responsibility" for grants made to them from donor advised funds: (1) organizations other
than those listed in Section 170(b)(1)(A), (2) type lll organizations that are not functionally integrated, and (3)
any type of supporting organization if the donor advisor (or related parties) of a donor advised fund controls
the supporting organization or an organization that the supporting organization supports.

To fulfill this requirement, ECCF keeps a written file of the IRS determination letters of all organizations
receiving grants from our donor advised funds. For those organizations not providing or having an

IRS letter, ECCF accesses the IRS Business Master File on the IRS website and makes a notation of each such
organization for its file. These notations include the grantee's name, public charity classification, and date
of search and origin of information (the IRS Business Master File).

For those organizations requiring expenditure responsibility (see above three instances), ECCF ensures that
grants are spent only for their intended purposes by following the regulations for expenditure responsibility
(see final section of this document).



Step 1 -Obtaining Information

The IRS Business Master File is a searchable, up-to-date database of tax-exempt organizations. It is available
through the IRS website at the following address; at the bottom of the page is a list of states in excel file format
for use:

http://www.irs.gov/taxstats/charitablestats/article/0,,id=97186,00.html

Step 2 -Determining Codes

Locate the Foundation Code for each organization and the section of the Internal Revenue Code that best
categorizes the type of non-profit, listed as follows:

(Only organizations with a code of "17" are supporting organizations governed by 509(a)(3).)

The Foundation’s Donor Advised Distribution Recommendation Form will indicate the following:

1. Foundation code that governs the organization type.

2. Source of information (e.g. IRS Master File) & the date the Master File was updated.
3. Date and signature of staff member.

4. Example: 170(b)(1)(A)(ii) from IRS Master File as of 12/18/06. (Sigh your name)

Step 3 -Determining Type

If the grantee organization is a supporting organization (code 17), determine if it is a Type |, Type Il or Type
Il (functionally integrated) organization in one of the following two ways:

Grantee organization may provide:

1. Documentation describing the selection process of its officers and directors.
2. Documentation referencing the pertinent provisions of their organizing documents that establishes
their relationship to its supported organizations.

Collect and review copies of the grantee's governing documents. If they are not sufficient to establish the
relationship, collect organizing documents from the supported organization.

Collect the following to determine if a Type Ill organization is functionally integrated:

1. Letter from the grantee identifying the organizations it supports.

2. Grantee organization's documents (and those of the supported organizations, if necessary).

3. Letter signed by an officer, director, or trustee of each supported organization 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.


http://www.irs.gov/taxstats/charitablestats/article/0,,id=97186,00.html

Foundation Code Chart for Step 2

FOUNDATION CODE

All 501(c)(3) organizations are classified as private foundations unless granted
public charity status under one of the exceptions found in Section 509(a).

: Public Public
C'(:)(c)j:nNdS&Obner Description Tax Status Charity Charity
Status Classification
02 Prl\{ate opgratlng foundgtlon exempt from 501(c)(3)) no no
paying excise taxes on investment income
03 Private operating foundation (other) 501(c)(3) no no
04 Private non-operating foundation 501(c)(3) no no
10 Church 501(c)(3) 509(a)(1) 170(b)(1)(A)()
11 School 501(c)(3) 509(a)(1) 170(b)(1)(A)(ii)
12 Hospital or medical research organization 501(c)(3) 509(a)(1) 170(b)(1)(A)(iii)
Organization which operates for benefit of
13 college or university and is owned or 501(c)(3) 509(a)(1) 170(b)(1)(A)(iv)
operated by a governmental unit.
14 Governmental unit 501(c)(3) 509(a)(1) 170(b)(1)(A)(V)
Organization which receives a substantial
15 part of its support from a governmental unit 501(c)(3) 509(a)(1) 170(b)(1)(A)(vi)
or the general public
Organization that normally receives no
more than one-third of its support from
gross investment income and unrelated
16 business income and at the same time 501(c)(3) 509(a)(2) 170(b)(1)(A)(viii)
more than one-third of its support from
contributions, fees, and gross receipts
related to exempt purposes.
Organizations operated solely for the
. . . . . Supports 509(a)(1)
benefit of and in conjunction with
17 organizations described in 10 through 16 501(0)3) 509(a)(3) and 590(?)(2)
above (Supporting Organizations) organizations
18 Organization organized and operated to 501(c)(3) 509(a)(4)

test for public safety

Type Determination Chart for Step 3

“Operated, supervised, or controlled by” the supported organization

“Supervised or controlled in connection with” the supported organization. These are the
rarest types of organizations.

“Operated in connection with” the supported organization. These will most commonly be
organizations that were NOT established by the supported organization, but rather by a
private individual.




If a Type Ill supporting organization is NOT functionally integrated, expenditure responsibility is required for
grants from donor advised funds.

Expenditure responsibility is required for grants to any type of supporting organization if the donor advisor
(or related parties) of a donor advised fund controls the supporting organization that the supporting
organization supports. Expenditure responsibility is also required if the organization/agency does not have its
own 501(c)(3) status.

Expenditure responsibility requires:

1. Conducting a pre-grant inquiry including a reasonable investigation of the grantee to ensure that the
proposed activity is charitable and that the grantee is able to perform the proposed activity.

2. Executing a written agreement with the grantee that specifies the charitable purposes of the grant
and includes provisions that prohibit use of the funds for lobbying activities and require the grantee
to return any funds not used for the designated purposes.

3. Requiring the grantee to maintain the grant funds in a separate fund so that charitable funds are
segregated from non-charitable funds.

4. Requiring the grantee to provide regular reports on the use of the funds and the charitable activity
supported by the grant.

5. Including a report on Form 990 about the grant including a brief description of the grant, the amount,
the charitable purpose and the current status of the grant.

6. The ECCF must report each expenditure responsibility grant on IRS Form 990-PF as long as the grantee
reports are required.

No benefits shall be accrued from any grant to any ECCF staff member or staff member’s family. Further, no
benefit from any grant shall accrue to any advisor, volunteer or donor who is involved in the grant review or
recommendation of a grant.

On an annual basis, all ECCF staff, board, and committee members complete conflict of interest statements
indicating the organizations with which they may have material or potential conflicts. If a director, board
member or volunteer has a conflict with a particular grant application, the person shall announce his/her
association to the grants committee and shall not vote on that grant recommendation.

In the case of Donor Advised Grants, each donor advisor must indicate that they receive no benefit or service
from each grant they recommend. When a donor advisor submits a grant recommendation in writing, the form
used by the ECCF staff contains language indicating that the grant recommendation will not provide benefit back
to the donor advisor. By signing the form, the donor advisor certifies that there will be no benefit.

Grants are used by each grantee for the appropriate purposes as approved by the Foundation’s Board of
Trustees.

All competitive grants require a written final report including a financial accounting of how the grant was spent.
It is the ECCF’s responsibility to review the grant report and to verify the grant money was used for the purpose
approved by the Foundation’s Board of Trustees. If the funds were not used for the intended purpose, the ECCF
may request that the funds be returned.



SECTION 11l — COMPETITITIVE DISCRETIONARY GRANT POLICIES AND PROCEDURES

Grant Award Eligibility

Organizations are eligible to receive a grant from the ECCF once each grant period. In the case of educational
institutions or governmental organizations, grant awards are limited to one grant per school or department
every grant period. The areas of grant focus currently are Recreation & Environment, Education, Arts/Culture,
Health & Human Services, and Community.

If the proposed project is solely for charitable purposes, organizations determined by the Internal Revenue
Service as 501(c)(3) public charities and other tax exempt organizations must meet the minimum IRS
qualifications through documentation of exemption, and must serve in the greater Eau Claire area. In general,
ECCF requires the following information as part of the application process:

1. Copy of tax exempt status letter from IRS or Government Certificate of Exemption from public schools.

(Required Attachment)

Legal name of organization, address, and contact information (phone, fax, email address).

List of staff administering the project.

Most recent annual financial statements, independently audited, if available. (Required Attachment)

Current year operating budget including expenses and revenues. (Required Attachment)

List of current board of directors or equivalent governing body members. (Required Attachment)

Letter(s) of support are required if another organization or individual is integral to the completion of the

project and/or is a fiscal sponsor. (Required Attachment)

8. As part of the due diligence of ECCF in reviewing grant applications, ECCF will check the charitable status
of the organization on this website; http://www.irs.gov/charities/article/0,,id=240099,00.htm|
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Request for Proposal

e A press release announcing the upcoming grants cycle is distributed to newspapers in the region.
e The ECCF’s website lists grant proposal deadline dates and grant guidelines and a grant application.

Application Information

For each funding request, applicant organizations are required to submit the following program information to
the Eau Claire Community Foundation:
1. Mission Statement

Project title and summary

Date project begins and ends

Requested amount

Detailed Project information

Organization information with supporting documents

Project budget and narrative

Evaluation plan and anticipated outcomes

Project partners and/or consultants
. Signature of the authorized representative (i.e. president or executive director of the applicant

organization)
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http://www.irs.gov/charities/article/0,,id=240099,00.html

Review and Selection Procedure

Upon receipt of grant proposals, the ECCF staff conducts an initial review to determine the required elements of
the proposal are included and there is consistency with the organization’s mission and purpose. When there is
information missing or there are initial concerns, the ECCF directly contacts the organization to resolve the
matter. After a more thorough reading of the proposal, the Grants Committee makes an initial recommendation
for funding based on the merits of the proposal, grant history to the organization, and available resources. In
some cases, the Grants Committee may seek the advice of advisors outside the Foundation on the merits of a
particular grant proposal. The Grants Committee, which is comprised of members of the ECCF Board as well as
volunteers from the area, reviews proposals and recommends grant awards. Site visits and/or phone calls may
be conducted by Committee members or Foundation staff to all eligible applicant organizations, to gain more
information about the organization and proposal. The Grants Committee review typically takes 4-6 weeks,
culminating in a Grant Proposal Review meeting at which the Grants Committee comes to consensus on grant
awards. The Board of Trustees reviews summary information on the recommended proposals and gives final
approval for grant awards.

Criteria for Evaluating Proposals

Screening for Eligibility:
1. Does the organization serve the greater Eau Claire area the ECCF represents?
2. Has the organization provided basic documentation, including IRS tax exempt determination letter, and
other required financial statements?
3. Isthere a clear and concise proposal summary to allow to determination of eligibility for consideration?
4. Does the request meet the legal requirements and the interest of the Eau Claire Community
Foundation?

5. Has the organization’s governing board approved the grant application?
6. ECCF will review the IRS Business Master File which is a searchable, up-to-date database of tax-exempt
organizations.

Organizational Strength:
1. Isthis a credible organization, especially in the program area in which funds are requested?
What is its mission?
What is its professional standing within its community?
What is its track record?
Who is served and are there similar programs in the same geographical area?
Is there evidence of community support?
What are the distinctive merits of this organization?
Are there other community agencies collaborating in this program and is there evidence of this support?
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People:
1. Do key personnel have the necessary expertise to undertake the proposed program?
2. Who provides leadership and vision for the organization?
3. Is the staff well-organized?
4. Does board composition reflect an appropriate diversity of skills and backgrounds?

Financial Condition:
1. How does the agency meet day-to-day operations?
2. Isthere a broad base of support?
3. If there is an operational deficit, how does the agency intend to meet the deficit?



4. Does the program budget make sense?
5. lIsitinflated or inadequate?

Identified Need to be Addressed:
1. Has an important problem of workable dimensions been presented and data been given to substantiate
the problem or has the proposed need been presented and documented from only the perspective of
the grantee?

Program Objectives:
1. What will be accomplished with the proposed funding?
2. Are the objectives realistic and measurable?
3. Do they relate to the stated problem or need?
4. If this is a new activity or approach, what has been learned from research or a similar program?

Methods:
1. Are the plans sufficiently detailed?
2. s evidence given that supports the proposed results?
3. Is the timetable for implementation realistic?
4. s staff adequate and capable enough to reach objectives?

Evaluation:
1. Isthere a procedure designed to measure accomplishments or objectives?
2. Does the evaluation methods clearly articulate value and continuous quality improvement?
3. For pilot or model programs, what plans have been made to share the results with others and
implement the findings?

Future/Other Funding:
1. What other funding sources have been identified?
2. If the program is to be continued beyond the grant period, is a verifiable plan presented for future
financial support?

Language and Form:
1. Isthe proposal clear and logically presented?
2. Has the writer avoided making unsupported assumptions?
3. Isthere extensive use of jargon and verbiage?

Grant Award Characteristics and Reporting Requirements

Grants are normally awarded for one time proposed projects. The recipient organization must adhere to the
project dates and proposal, as approved by the Grants Committee and contact Foundation staff with any
revisions for approval. In some cases, the grant award may be used as a challenge grant by the recipient
organization or may only be given as a match for additional project funding. All grantee organizations are
required to submit a completed final report upon completion of their project as required by the Foundation.
Reporting may not be required for grants under $500. The report asks the following:

1. Was the grant used for its intended purpose? (Provide documentation, if possible.)
2. Did the grant directly address the goals, mission and objectives of your overall program?



3. Because of this grant, what achievements can be documented?

4. What kind of data was collected to track progress toward goals during the grant period? What results
were obtained?

5. If the project will continue or be repeated at some point, what changes might be made in the design or
objectives as a result of your experiences during the grant period? How will further implementation be
funded?

6. Include required attached project budget comparing proposed and actual project revenues and
expenses. If actual expenses are revenues differed from the proposed amounts, explain the cause(s) of
the differences(s).

7. If the grant had not been made, what would have been the consequences to your organization?

8. If applicable, provide an example story, quote and pictures to illustrate what you see as the most
significant change in people’s lives due to this project.

Notification Procedure

Following the Board of Trustees approval of grant awards, grant recipients are notified by mail. A Grant
Acceptance Agreement, to be signed by the president or executive director and returned for co-signature by the
Foundation Executive Director, is required. Upon receipt of the signed Grant Acceptance Agreement, ECCF will
issue a check to the grantee. Organizations whose proposals did not receive funding are notified by letter. The
ECCF may include guidance for-future proposal submission. A press release announcing the grant recipients is
distributed to newspapers in the region.

SECTION 1V - DONOR-ADVISED GRANTS

Donor advisors submit to ECCF staff, using the advised fund Grant Recommendation Form available on the
Foundation’s website and also by mail, the recommended grant award recipient organization(s) and amount(s)
and other required reporting.

The form to be signed specifies that funding recommendations do not represent payment of any pledge or
obligations and the donor will not receive any goods, services, or non-tax deductible membership benefits, and
acknowledges the grant awards must be approved by the ECCF Board of Trustees. The policies and procedures
have been established for Donor Advised Funds in a manner consistent with the mission of the Foundation and
in keeping with applicable federal legislation and IRS regulations.

Other Donor Advisor Grant Recommendations

1. Adonor advisor may submit grant recommendations from a fund, and such recommendations will be
given careful attention. They are advisory and do not bind the ECCF Board, which by law has final
authority to determine the use and distribution of all the Foundation’s funds and assets.

2. Recommendations will be evaluated by Foundation staff to determine if they are consistent with the
broad charitable purposes of the Foundation and if the grantees are eligible to receive charitable
distributions.

3. From time to time, the ECCF may call advisors’ attention to special community needs and programs and
invite participation in special program initiatives.



4. If a donor advisor recommends grants from donor advised funds, these grants are required to be
designated for nonprofit organizations exempt from federal taxation under section 501(c)(3) and
509(a)(1) or (2) of the IRS for a charitable purpose. Furthermore, these grants may not be made to, or
for the benefit of, an individual.

5. Grants may not be used to satisfy a personal or pre-existing pledge made to a charity by the donor
advisor or other disqualified person. (By law, a “disqualified person” includes a relative, employee,
business partner, attorney or designee of the donor.)

6. Grants cannot be made to foreign charities.

7. Federal legislation prohibits a donor advised fund from making grants, loans, compensation or similar
payments (including expense reimbursements) to donors, advisors or other disqualified persons, nor
shall any disqualified person receive more than “incidental benefit” from a fund or from any grant
recipient receiving a distribution from the fund. Thus, grants from donor advised funds may not be used
to pay for anything that might be perceived as a material benefit to the donor, advisor or other
disqualified person—including, but not limited to, dinner tickets, membership fees, golf fees, admission
tickets or other gifts. If sponsorship of a fundraising event includes a material benefit, a grant from a
donor advised fund cannot be used for this purpose. Further, the IRS has taken the position that the
charitable and non-charitable portions of a ticket are inseparable and the donor advisor cannot correct
the private benefit problem by offering to pick up the “non-charitable” portion of the ticket. The
Foundation grants must be entirely for charitable purposes.

8. Unless the donor wishes to remain anonymous, the ECCF identifies to the grantee the name of the fund
from which the grant is made and the donor who made the recommendation.

9. Advisors are requested to make recommendations of grants in the amount of $100 or more.

SECTION V — DESIGNATED GRANTS

The ECCF staff ensures, when working with a donor to establish a designated fund that the recipient
organization(s) qualifies for such a charitable grant. Designated grants are paid out to the relevant
Organization(s) named in the fund each year. Organization(s) may receive their grant at the beginning of the
new payout year or at another time specified and requested by the recipient organization. Percentage
recommendations are required for multiple organizations.

SECTION VI — UNRESTRICTED FUNDS

The Grant Committee will recommend grants from the unrestricted funds to agencies and institutions that serve
the greater Eau Claire area.

SECTION Vil — FIELD OF INTEREST GRANTS

The ECCF staff will follow the steps required for the Review and Selection Procedure and the Criteria for
Evaluating Proposals in this policy, and further will review proposals for appropriateness of funding based on the
donor’s intent as stated in the fund agreement and recommended by the Grants Committee.
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The Grant Committee will recommend grants from the field of interest funds to agencies and institutions that
serve the greater Eau Claire area.

SECTION Viil — AGENCY GRANTS

Agency grants are paid out to the relevant organization named in the fund each year. Organizations may
receive their grant at the beginning of the new payout year or at another time specified and requested by the
recipient organization and approved by the Board of Trustees.

Revisions: This policy was updated on 7/22/10.

Revisions: This policy was updated on April 4, 2011 with new logo.

Revisions: This policy was approved on 12/15/2011 with new donor advised and supporting organization
procedures and expenditures. Grant Award requirements were updated and the addition of section V & VI.
Revisions: Section IV Donor Advised Funds, Section VIl added, Section V & VI updated.

Revisions: Section IV #6 deleted (51/49 percent policy for grants in EC area); added revisions to Section VI and
VII. Approved 4/26/2012 at BOT meeting.
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