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Description of Practice: 

As a result of reduced funding from state legislatures, combined with an appropriate 

increased emphasis on securing financial resources for expanded and enhanced 

programs and services, the Advancement Office is often forgotten when it comes to 

budget needs.  Somehow, we need to figure out a way to compensate for these 

shortfalls and expansions in order to magnify our efforts and raise more money to 

support the institution.  Therefore, in increasing numbers, public and private institutions 

are turning to alternate funding mechanisms to secure the dollars needed to raise more 

money.  Here is a relevant article from The Chronicle of Higher Education from 2009: 

http://www.chronicle.com/article/More-Colleges-Consider-Adding/47146  

This best practice will review the history of these efforts, identify some of the more 

commonly used fee structures, and discuss particulars for implementations including 

challenges an institution should plan for along the way. 

Prospective Users of Practice: 

mailto:bestpractices@advserv.org
http://www.chronicle.com/article/More-Colleges-Consider-Adding/47146


 

 

Conducted and implemented properly, implementation of these programs involve the 

entire institutional leadership: 

• Executive Director/President/Chancellor 

• Board of Trustees/Directors/Governors 

• Alumni/Constituent Relations 

• Advancement Services 

• Communications & Marketing 

• All Fundraising Program Heads 

• Faculty/Staff/Employees 

Issue Addressed: 

There is no one size fits all solution in this area.  Budget resources are scarce and, over 

the past 3 or more decades, organizations have had to look at alternative funding 

sources in order to invest in their fundraising programs.  While it is true that the ROI for 

advancement programs is in the 400-800% range (even higher depending on different 

survey methodology), you still need money to raise money. 

This Best Practice will explore the more common funding mechanisms being used 

today, as well as suggested best practices for implementation of those programs.  We 

will also highlight a few institutions that have done this well. 

Desired Outcome: 

The hope is to educate institutions in this area in order to assist them in expanding their 

fundraising programs where budget resources are limited.  But there are also right and 

wrong ways to do this and so we hope to inform organizations regarding implementation 

and donor relations traps they need to consider and avoid. 

Process: 

Often fueled by the need to expand an advancement program in order to support a 
substantial fundraising campaign (these usually seek to increase annual fundraising 
revenue by 200% by the end of the campaign period), advancement programs must 
often seek alternate funding mechanisms in order to support and sustain increased and 
enhanced fundraising efforts.  Emphasis should also be placed on the word “sustain.”  
Some funding sources might be tapped into in order to obtain short-lived results.  But 
while there is typically a 20% drop-off in annual giving after hitting the new high upon 
conclusion of the campaign, unless an organization wishes to go back to “ground zero,” 
sustainable revenue sources must be developed to maintain that 200% increase. 
 
Alternative sustainable revenue sources have dwindled over the years.  One of the first 
national studies in this area back in the late 1990s identified using unrestricted gifts and 
interest income on daily deposits as 2 of the top 3 sources of this revenue.  What few 



 

 

institutions today still have success in raising unrestricted dollars must raise those funds 
to “keep the lights on.”  So to use unrestricted gifts to fund a campaign or an 
Advancement program would leave a gap in the general fund.  And “interest income?”  
What “float” institutions earn these days (if any) is usually used to offset bank 
fees/charges.  So to take those dollars would mean that some other budget would need 
to be tapped to pay those fees. 
 
 
So we must explore additional funding avenues.  That same late-90s study, conducted 
jointly by the Association of Governing Boards (AGB) and the Council for Advancement 
and Support of Education (CASE) and published in 2000, offered 5 guiding principles to 
any institution considering implementation of any sort of alternative funding mechanism.  
Those same principles hold true today: 
 

1. Make the model simple 
2. Make sure the sources are predictable 
3. Make your decisions visible – discuss with all constituents 
4. Make them accountable and tied to results 
5. Make them contemporaneous and adjust for change 

 
This Best Practice, however, offers a sixth guiding principle that may even take priority 
over all others: 
 

6. Make sure the model is implemented in accordance with the Donor Bill of Rights 
 
Over the years since that first study, the number of funding sources being utilized 
across the country.  A follow-up AGB study just 7 years later indicated that viable 
sources had increased from 20 to 34, but that the top 5 have completely changed.  This 
Best Practice will not analyze each of those 34.  However, it will address 5 of the top 
funding sources as identified by CASE in their 2014 IRF study, and list the pros and 
cons of each as discussed in many of those prior survey results. 
 
The 5 funding sources explored in this Best Practice include: 
 

 Management Fees on Endowed Funds 
 Institutional Support 
 Investment Income on Cash Balances 
 Unrestricted Gifts 
 Gift Fees 

 
Management Fee on Endowed Funds 
 
Many institutions already assess an administrative fee to cover overhead associated 
with investing endowed funds.  These fees are typically calculated based on the total 
value of the fund, but with the actual fee taken from earnings.  Rates vary widely from 
as low as 0% to as high as 5%.  Where those existing fees are relatively low, a new fee 



 

 

is added to support the Advancement program.  So, for example, at NC State the 
existing administrative fee averaged approximately 1% (depending on the foundation 
holding the endowment).  A new additional fee of .5% was established purely for 
Advancement purposes. 
 
If you are increasing the management fee for fundraising, check to see if you need 
board approval to do so.  Also, you may need to check the donor documentation on 
endow funds for any agreement that includes a fixed amount or percentage that needs 
to be distributed. Make sure your general counsel or legal counsel deems that the old 
agreements allow for fees to support fundraising. Also consider whether donors need to 
be notified (see below).  

 

At the University of Miami, it was determined the donors from all old endowments must 
be notified which would have made the proposed implementation more difficult. 

 
Pros: 
 

• Reliable 

• Reflects costs associated with endowed funds 

• Donors are used to fees associated with investment management of their own 
personal accounts 

• Revenue grows with fundraising success & investment performance 
 
Cons: 
 

• Contingent on size of endowment 

• May disproportionately tax large endowments relative to programs with small 
endowments 

• Fees must be set low enough to avoid impeding growth 

• If endowments go underwater, fees commonly are suspended 
 
Institutional Support 
 
Simply stated, the institution and its Board agree to invest more budget dollars in the 
Advancement program than, perhaps, other divisions.  For example, let’s assume that 
an institution with a $10,000,000 budget approves an across the board budget increase 
of 3% ($300,000).  Instead of growing each budget by 3%, however, they might decide 
to grow Advancements’ $2,000,000 budget by 5% ($100,000), leaving only $200,000 to 
distribute amongst the remaining budgets totally $8,000,000. 
 
Pros: 
 

• Signals commitment to fundraising 

• Helps ensure alignment of institution’s priorities to fundraising efforts 



 

 

• Reflects the value of services provided 

• Underscores need for accountability 

• Offsets need for gift or endowment fees 
 
Cons: 
 

• Subject to vagaries of state budgets (obviously true only for public institutions) 

• Could put fundraising in competition with academic units 

• Decreases funds available for academic units 

• Can be difficult to allocate costs 

• Implies some level of institutional leverage, influence, or control 
 
Investment Income on Cash Balances 
 
All institutions carry cash on the books (that has not been temporarily or permanently 
invested).  Think in terms of an interest nearing checking account.  Rather than placing 
that interest earned into a general fund – or to offset banking fees – the interest is 
redirected to the Advancement program.  In order to accommodate this, in fact, some 
institutions may even “hold” funds in the bank for a period of time (30 days) in order to 
earn interest before releasing the funds to the program permitted to spend those funds. 
 
Pros: 
 

• Functions like a gift fee but preserves the principal 

• Directly reflects success of fundraising 

• May be applied to unutilized expendable funds ensuring that gift funds can be 
used in a timely fashion 

 
Cons: 
 

• Defers disbursement of funds, impeding timely stewardship 

• Requires high ongoing volume/value of new gifts 

• Sensitive to interest rates 

• May complicate gift tracking, accounting, & stewardship 

• Not viable for young organizations 
 
Unrestricted Gifts 
 
These typically are gifts made to Annual Fund programs.  They are the truly unrestricted 
donations where donors essentially are telling us to use their gifts “where the need is 
greatest.”  At many institutions, the annual goal for these gifts are determined by the 
Finance Office with the funds literally used to “keep the lights on.” 
 
Pros: 
 



 

 

• Allows you to fund your own program 

• Ties funding to fundraising success 

• Can be framed as ongoing investment in fundraising capacity 

• Allows freedom to pursue entrepreneurial approaches 
 
Cons: 
 

• Smaller donors disproportionately fund overhead 

• Makes us compete for unrestricted dollars 

• Skews priorities making development staff focus on these gifts 

• Hard to raise and poor ROI 

• Insufficient to build capacity 

• May need to increase unrestricted solicitations to pay for the campaign   
 
Gift Fees 
 
These operate more or less like deposit fees or credit card fees.  A certain percentage 
of each (or some subset) gift is extracted upon receipt of a gift and set aside for an 
Advancement program.  A 5% gift fee would, then, take $50 off the top of a $1,000 gift 
to be used for Advancement, with the remaining $950 going to the program the donor 
had sought to support.  The donor would still receive a gift receipt for the full $1,000 
(assuming there was no quid pro quo), but the fund they were giving to would realize 
less. 
 
Pros: 
 

• Recognizes the cost of fundraising 

• Directly reflects success of fundraising 

• Effectively distributes costs proportionately 

• Easy to understand and calculate 

• Predictable and reliable 

• Substantial revenue stream 
 
Cons: 
 

• Can alienate donors who want 100% of their gift to go as intended 

• May alienate institution stakeholders 

• May be difficult to introduce 

• When applied to capital gifts, the project costs must be adjusted to cover the fees 
 
As implementation of a gift fee structure seems to be growing in popularity in relation to 
the other 4 methods outlined above, here are a few additional points for consideration: 
 

• Must apply to all gifts of similar type and uniformly enforced 

• Some use sliding scales so lower fees are assessed on larger gifts 



 

 

• Some exempt endowment and/or capital gifts 

• Need to make sure departments don’t try to bypass Advancement in order to 
avoid the fee 

• If a donor absolutely opposes a fee, benefitting departments still need to make  
up the difference 

• Fees must be disclosed – in advance – to donors (Donor Bill of Rights) 

• All staff and volunteers involved in cultivation/solicitation must understand fee 
policies 

 
While a few assessment programs will be discussed below, it is important that any 
institution looking to implement any form of alternate funding program first conduct a 
peer review.  It is critical when going to senior leadership – including your Board – that 
they understand that this is not a hair-brained idea.  You are not the first (these 
mechanisms have been around since the 1980s – at least) – nor will you be the last.  
But if we are going to try to keep up with the Joneses in the fundraising game, we need 
to show leadership what the Joneses are doing to supplement their 
Advancement/Campaign budget. 
 
At NC State, for example, when we considered a gift assessment program in 2009, we 
found that our peers were: 
 

• Receiving enhanced institutional funding:  10 out of 11 

• Assessing gift fees on endowments (.50 – 2%):  10 out of 11 (we had none) 

• Assessing fees on new gifts (2% – 7%):  4 out of 11 (we had none) 

• Charge backs to affiliated entities:  10 out of 11 – 7 at 50% or more, with 3 at 
100% (we had none) 

 
Ultimately, NC State decided to implement both an endowment fee and a gift fee in 
2010 (link provided below).  Specifically: 
 

 5% assessment on all new gifts; endowment, planned/deferred, and in-kind 
exempted 

 In-kind and planned gifts assessed 5% when monetized 
 3% goes to Central Advancement; 2% goes to benefitting unit Advancement 

office 
 Endowments assessed new 50 basis point fee – taken from earnings but 

calculated on total value – split 50/50 between Central Advancement and  
benefitting unit Advancement office 

 
However, as noted earlier, these alternate funding mechanisms have been around for a 
long time.  For example, in order to support its $1B campaign that launched in 1997, the 
University of Arizona implemented a 5% on all gifts of $1,000+, exempting only pass-
through scholarships and gifts to purchase equipment.  In the mid-2000s, the Arizona 
policy (link provided below) modified that policy and increased the fee to 6%, but rose 
the minimum gift amount to $5,000, with 1% going to the President (discretionary use), 



 

 

and 1% going to the unit receiving the gift. In the proposed program at the University of 
Miami, scholarships were to be excluded from the fee because it was a major 
fundraising initiative. Also, Foundation gifts (or grants) would be excluded if the grantor 
excluded fundraising fees in their documentation.   
 
Other examples can be found, but not always easily.  Many institutions are reluctant to 
share details – often, I suspect, because they have not been forthcoming with their 
donors.  I have personally conducted 3 surveys over the last 20 years and have only 
been able to gather intelligence when I have promised anonymity.  However, CASE did 
run an article on this topic in Currents back in 2011 titled Seeding Growth (link below), 
which highlighted 5 assessment programs – including NC State and the University of 
Arizona.  The article is worth reviewing.  The specifics for the other 3 institutions were: 
 

 University of Connecticut 
 3% on endowed gifts; 5% on all other – 25% of non-endowed gifts go to 

unit; 75% of non-endowed & 100% of all other to foundation 
 University of Florida 

 2.5% on all liquid gifts – 100% to foundation 
 Portland State University 

 5% on all restricted gifts – 100% to foundation 
 
Whichever – if any – methodology you decide to implement, is not even half the battle, 
though.  The two potentially more monumental tasks when it comes to gift fees and 
endowment assessments (perhaps the most popular as they tend to generate the 
largest amount of funding) are: 
 

1. Technical Implementation 
2. Internal & External Communication 

 
Technical Implementation 
 
Simply stated, do not underestimate this effort.  If going the route of a gift fee some will 
say, “Heck – just multiply the total dollars received by X% and there you have it.”  No.  It 
does not work that way.  As outlined above there typically are standard exceptions.  And 
regardless of what you want to believe, there will be one-off exceptions.  And when you 
start splitting the fees between two units – one of which can change based on the gift 
designation – this becomes hugely complicated.  See, for example, the below simple 
abbreviation for how the assessment works at NC State: 
 

• Transactions to be assessed will be identified coming out of the development 
system in the feed to the general ledger.  We will use payment types to exclude 
certain types of transactions (in-kind, real estate, etc.), as well as transaction 
types to exclude others (deferred, non-governmental, etc.) 

• The development system will have to identify transactions that normally should 
be assessed as being non-assessable; gifts that normally would not be 
assessable as being assessable; gifts where donors refuse to permit assessment 



 

 

but department must recover (3% assessment only; no 2% shared).  This 
identification must be made prior to gift entry and manually coded on the gift 
transaction (gift transmittal forms will require modification) 

• Gifts will be passed intact from the development system to the general ledger.  
Development system codes will trigger calculations in the assessment program 
that will then apply debits against the same accounts gifts are credited to, and 
credits to the static unit 

• Assessments will occur the day the transactions are passed from the 
development system to the general ledger 

 
At NC State, once the mechanics for performing the assessment were determined, it 
still required nearly a year of programming and testing by a team of IT specialists and 
gift processors.  Plan this phase of implementation accordingly! 
 
Internal & External Communication 
 
This is perhaps the most difficult, and important, aspect of implementing a gift 
assessment program.  Deciding what fee structure to use is fairly simple.  And, while 
programming as noted above can be time-consuming, is not “difficult.”  This 
communications step, however can be politically challenging and has far-reaching donor 
relations implications. 
 
In particular, faculty and staff might rebel on the implementation of a fee structure as it 
could very well impact the amount of actual funding they receive to perform their work.  
In fact, it is not unheard of for faculty to misdirect a gift and deposit funds received as 
“miscellaneous revenue” rather than submit a payment to be processed as a gift simply 
to avoid the assessment.  So care must be taken to ensure that all faculty, staff, and 
administrators are involved in the decision making process to adopt such a policy, fully 
understanding why such a policy is needed by the institution.  Simultaneously, however, 
protocol must be developed in order to identify or “red flag” payments that bypass the 
advancement office that are suspicious. 
 
It is recommended that, as a best practice, to develop a “roll-out” plan” of 
communication to the entire institution be formalized and launched from the top down.  
Once policies and protocols along with explanations have been shared with all staff, a 
series of question and answer sessions should be conducted so that there can be no 
uncertainty as to why the assessment is necessary, how the assessment will work, and 
what are the consequences for intentionally bypassing the new system. 
 
Communication to donors and prospective donors is just as important.  As noted above, 
donors have the right to know precisely how their gifts are being used.  Therefore, if any 
portion of their gift is not going to be used for the original purpose intended by the 
donor, they must be so informed in advance of making a contribution.  Below you will 
find a link to a marketing/communication flier that was prepared for all donors and 
prospective donors at NC State. 
 



 

 

However, one cannot expect donors to always think to access communication pieces of 
this sort.  So our recommended best practice is to not only communicate with donors in 
this way in advance of making a gift, but to include a reference or reminder regarding 
the gift assessment on all gift receipts and pledge reminders. 
 
Conclusion 
 
So there you have it – three critical components necessary for implementation of a get 
assessment fee: 
 

• Gift Fee Methodology 

• Technical Implementation 

• Internal & External Communication 
 
Depending on the size and complexity of an institution, the successful completion of all 
three of these phases could take months if not years.  At NC State, for example, the 
initiative was launched in April, 2009, with a formal request to the Vice Chancellor for 
Finance and Administration, referencing the very article shared in the opening of this 
Best Practice.  3 task groups were formed for each of the three components outlined 
above, with no less than 20 individuals serving in each task group.  While the gift 
assessment fee went into effect on October 10, 2010, the mechanical (programming) 
aspects were not completed until early 2011 (and were activated retroactively).  So 
nearly 2 years from beginning to end. 
 
The University of Miami drafted a similar program in 2016 and, nearly identical to NC 
State, has determined that a two-pronged approach makes the most sense:  A 5% gift 
fee and a .5% endowment assessment.  As of 2017, the program has not been 
implemented yet at the University of Miami. The attached draft document is a great 
example of how these three components must be addressed and coordinated. 
 

 
AASP Recommendation: 

There is no one AASP recommendation as pertains to actual implementation of a gift 

assessment fee.  In fact, the optimum recommendation is to avoid having to implement 

a gift assessment program of any sort.  However, AASP recognizes that this is not a 

practical solution for many institutions.  So our hope is that this Best Practice will 

provide guidance on some of the most frequently implemented fund recovery programs 

to consider, and best practices for implementation of those with institutional buy-in and 

positive donor communications. 

Sample Policies & Procedures:  

NC State University FAQ 

NC State University Marketing Flyer 

https://web.ncsu.edu/advancement-docs/gift_assessment_qa.doc
https://web.ncsu.edu/advancement-docs/gift_assessment_flyer.pdf


 

 

University of Arizona Development Fund Policy 

CASE Currents Article Seeding Growth (login required) 

University of Miami Draft Gift Assessment Proposal (attached) 

http://policy.fso.arizona.edu/fsm/800/833
http://www.case.org/Publications_and_Products/2011/January_2011/Seeding_Growth.html

