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RE:

Eurasian Cultural Fund Grant

The Foundation has made two grants to the Eurasian Cultural Fund (ECF) there will be a third grant proposal considered for the board meeting in June 2001.   ECF is using grants from the Foundation to support grantees in Russia.  Since the Foundation is considering the continued support of ECF, we are reviewing the grant procedures for IRS grant compliance. 

Grants made to ECF are ultimately paid to Russian grantees.  The first two grants were approved as payments to ECF as a public charity by relying on a copy of ECF’s IRS advanced ruling.  The ruling period runs from June 6, 2000 through December 31, 2004.  When the Foundation makes a grant to a public charity, the Foundation is not required to exercise expenditure accounting with respect to the charity.  New initiative, due diligence, appropriate use of funds, newly created entity resulted in extra monitoring on the part of the Foundation.  

There are consultants who provide services for expenditure accounting in foreign countries by assisting with grantee assessment and monitoring compliance.  They can also assist with ancillary services such as assistance with funds transfer, fund transfer verification, and logisitics and facilities.  The Foundation has made use of the ancillary services for Russia by engaging Impressario, Ltd.   Overlap in management at Impressario, Ltd and ECF, disclosed in Advanced Ruling.  

Grant compliance for foreign grantees requires the Foundation to obtain an affidavit or opinion of counsel that the grantee is the equivalent of a public charity or a private foundation that satisfies the out of corpus rules.  The alternative is to determine that the foreign grantee is not a charity and exercise expenditure accounting.  The Foundation has adopted the alternative method of exercising expenditure accounting.  

Expenditure accounting requires the Foundation to perform a pre-grant inquiry, obtain written agreements, and obtain regular reports.  The grantee must establish a separate account for the funds; they cannot be commingled with non-charitable funds.  

