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Suggested Language for Restricted Purpose Funds


Restricted Purpose Fund 

Mr. Todd Lueders 
President/CEO 
Community Foundation for Monterey County 
2354 Garden Road 
Monterey, CA 93940

Dear Mr. Lueders:

Enclosed herewith is a check in the amount of $_______as an irrevocable gift to the Community Foundation for Monterey County ("the Foundation") to establish a permanent endowment fund for the purpose of [state exempt purpose of the organization, for example as stated in the bylaws or articles of incorporation]_______________. We understand that the Fund will be administered as an asset of the Foundation subject to its By-Laws and Articles of Incorporation and on the following terms and conditions:

1. As long as the organization is operating to carry out the purposes stated above, the Foundation shall, after deducting administrative expenses, distribute either the net income or the annual payout [annually/ quarterly (for larger funds only)] to the [name of organization] (except that the [name of organization] may elect to reinvest all or part of the net income in any year back into the principal of the Fund). (optional)

2. Gifts may be added to the Fund at any time by the [name of organization] or other donors to assure the growth of the Fund as a permanent endowment for the purpose stated above.

3. The Board of Directors of the Community Foundation for Monterey County shall have full authority and discretion as to the investment and reinvestment of the assets of the Fund. If the value of the Fund¹s investments are ever less than or equal to that of the original gifts, the Fund will pay out on a net income only basis, provided that amount is less than the stated payout rate, until the Fund recovers its value.

4. In the event of the dissolution of [name of organization] or in the event that it shall no longer be an organization described in section 170(c) of the Internal Revenue Code of 1954, as amended, the Foundation shall thereafter continue to hold the Fund and shall distribute the annual payout therefrom to such organizations as in the opinion of the Board of Directors of the Foundation most nearly serve the purposes and objectives stated above.

5. In the event of the dissolution of the Foundation, the funds constituting the Fund shall be distributed to the [name of organization] if it shall then be in existence and shall then be an organization described in section 170(c) of the Internal Revenue Code of 1954, as amended, or if it shall not then be in existence or shall not be an organization so described, then such funds shall be distributed to such organizations so described as in the opinion of the Board of Directors of the Foundation most nearly serve the purposes and objectives of the [name of organization].

It is understood and agreed that all funds held in the Fund shall be subject to the By-Laws and Articles of Incorporation of the Foundation, including the power contained therein for the Board of Directors of the Foundation to modify any restrictions or conditions on the distribution of funds for any specified charitable purpose or to specified organizations, if in their sole judgment (without the approval of any trustee, custodian or agent), such restriction becomes, in effect, unnecessary, incapable of fulfillment, or inconsistent with the charitable needs of the area served by the Foundation. 

Sincerely, 


Donor(s) or Agency Executive Director 
Acceptance Signatures, etc.


Restricted Purpose Fund by Will (or Trust)

I [settlor] give[s] and devise[s] $_________to the Community Foundation for Monterey County ("the Foundation") to establish a permanent endowment fund for the purpose of [state exempt purpose of the organization, for example as stated in the bylaws or articles of incorporation] __________________________________upon the following terms and conditions: 

1. As long as the organization is operating to carry out the purposes stated above, the Foundation shall, after deducting administrative expenses, distribute either the net income or the annual payout [annually/ quarterly (for larger funds only)] to the [name of organization] (except that the [name of organization] may elect to reinvest all or part of the net income in any year back into the principal of the Fund). (optional) 

2. Gifts may be added to the Fund at any time by the [name of organization] or other donors to assure the growth of the Fund as a permanent endowment for the purpose stated above. 

3. The Board of Directors of the Community Foundation for Monterey County shall have full authority and discretion as to the investment and reinvestment of the assets of the Fund. If the value of the Fund's investments are ever less than or equal to that of the original gifts, the Fund will pay out on a net income only basis, provided that amount is less than the stated payout rate, until the Fund recovers its value.

4. In the event of the dissolution of [name of organization] or in the event that it shall no longer be an organization described in section 170(c) of the Internal Revenue Code of 1954, as amended, the Foundation shall thereafter continue to hold the Fund and shall distribute the annual payout therefrom to such organizations as in the opinion of the Board of Directors of the Foundation most nearly serve the purposes and objectives stated above. 

5. In the event of the dissolution of the Foundation, the funds constituting the Fund shall be distributed to the [name of organization] if it shall then be in existence and shall then be an organization described in section 170(c) of the Internal Revenue Code of 1954, as amended, or if it shall not then be in existence or shall not be an organization so described, then such funds shall be distributed to such organizations so described as in the opinion of the Board of Directors of the Foundation most nearly serve the purposes and objectives of the [name of organization]. 

6. All funds held in the Fund shall be subject to the By-Laws and Articles of Incorporation of the Foundation, including the power contained therein for the Board of Directors of the Foundation to modify any restrictions or conditions on the distribution of funds for any specified charitable purpose or to specified organizations, if in their sole judgment (without the approval of any trustee, custodian or agent), such restriction becomes, in effect, unnecessary, incapable of fulfillment, or inconsistent with the charitable needs of the area served by the Foundation.

