managed by volunteers or paid staff,
recordkeeping remains an essential
function. Records and files can be
organized in many ways, and foundation administrators can come up with
a system that makes sense for their
foundation. If you are uncertain about
how to get started, visit other local
family foundations and ask how they
organize their records and what they
like or dislike about their systems. Ask
what they would do differently if they
were starting from scratch.Again, your
regional association of grantmakers can
be helpful to you in identifying and
meeting colleagues.

fig.
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RETAIN PERMANENTLY:
■
■
■
■
■

■

I I I . E S TA B L I S H I N G A S T RU C T U R E

Every family wants to run its foundation as efficiently as possible. But how
do you determine what administrative
expenses are reasonable?

134

Administrative expenses for foundations
typically include salaries and benefits,
legal and professional fees, rent, travel,
printing, and similar expenses. Administrative expenses are affected by many
factors including:
■ The purpose of the foundation;
■ Activities other than grantmaking;
■ Whether
grantmaking is local,
regional, or national;
■ The size and number of grant recipients;
■ The size and number of grants; and
■ The number of staff and consultants.

Articles of incorporation or instrument of trust and Bylaws;
Minutes of trustee meetings and committee actions;
Form 1023, the application for tax-exempt organizations filed with the IRS;
The IRS’s favorable determination letter;
Any correspondence from the IRS approving the foundation’s grantmaking
procedures; and
Ruling from state authorities granting tax exemption.

GRANTEE RECORDS (KEEP FOR AT LEAST 6 YEARS):
■
■
■
■

Considering
Administrative
Expenses

What Records Should My Foundation Keep?

■
■

Initial grant requests and subsequent correspondence;
Grant agreements;
Letters of tax-exemption;
Financial reports;
Grant progress reports; and
Cancelled checks.

FINANCIAL DOCUMENTS (KEEP FOR 6 YEARS):
■
■
■

Form 990-PF;
Financial statements; and
Contracts.

Materials related to unsuccessful grant applications can be discarded or
returned to the applicants. Some foundations keep a log of rejected proposals with notes on the reasons for not funding the proposal.
Martha Cooley and the Council on Foundations, Management. Family Foundation Library.
Washington, DC: Council on Foundations, 1997.

SOURCE:

Keep in mind that higher administrative
expenses are not necessarily a bad thing.
Some small foundations decide that it is
important that they have a visible role in
the community. It requires time and
money to hire and retain staff, join local
and national associations,convene community meetings, visit grantees, and
become involved in local causes. Jane

Leighty Justis advises,“The more active
a foundation wants its grantmaking to
be, the more expenses it is likely to
incur.” Administrative costs are best
thought of in relation to what you want
to accomplish — either with your
grantees or within the philanthropic
field (attending conferences, volunteering for committees, etc.). Often it is

