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Introduction

This guide is designed to provide information ttpHenitarian Universalist
congregations to create and administer permaneadsfthat can provide additional
financial security to their work and witness asgieus liberals. The ideas presented
here have been compiled from many sources, drafnong the expertise and
experience of past and present Unitarian UnivesisAksociation staff and fund-raising
consultants, UU ministers and lay leaders, as agetesources from other religious

traditions and the world of not-for-profit organiiams.

The first edition of this Guide was compiled, editnd produced in 1999 and it
reflects the dedication, knowledge, and commitnoeémbany people, including Wayne
Clark, Rich Davison, Carla Kindt, Susan Ericksarry Gabert, Jerry King, Ralph
Mero, David Rickard, Don Ross, Marcy Bailey-Adamasgd countless endowment
committees in UU congregations whose questiongsidesources, and determination

have made this the work of a loving and growinggrels community.

Tim Brennan
Treasurer, VP of Finance
617-948-4305 / tbrennan@uua.org

Nancy Gladyszak-Underhill
UUA Endowment Fund Manager
617-948-6411 / ngladyszak@uua.org

Wayne B. Clark
Director of Congregational Fundraising Services
207-829-4550 / wclark@uua.org

Larry Stritof
Legacy Gifts Coordinator
617-948-6511 / Istritof@uua.org
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Purpose

What is the purpose of an endowment fund in the lé of a congregation?
There are a number of reasons for a Unitarian Usalist fellowship, society, or
church to establish, support and manage an endoifomesh Operating funds, capital
reserves, and endowment funds are three legs astonkupon which a healthy and
mature organization balances its work and service.

Endowments provide longevity and emergency assistaihey can also
provide additional monies for maintaining a histdsuilding or funding social justice
projects or establishing a permanent arts progragcessities that cannot be funded by
the general revenue provided annually by the cayagi@n's members and friends.

Creating and administering an endowment fund isadmeany ways to care for
Unitarian Universalism, a free faith, a covenardethmunity of people. Unitarian
Universalism is a gift we have received from oth&ve sit in the shade of trees we did
not plant. The trees help us and rely on us. Werargardeners, the trustees, the
stewards who will ensure that the trees are healtidygrowing for the next generation
to enjoy and “husband.” As religious people wherth freedom, search for truth, and
work for justice and mercy in the world, the treésur free faith will be our legacy.

Good stewardship of financial resources is a iraportant part of the ethical
and religious development of individuals and groijaking the best use of the gifts
we have been given is a life-long learning procédsy not learn some of these skills
in a UU congregational setting? Many church grdips that establishing and
administering an endowment fund challenges assompabout the role of money in a
religious organization. It stretches individuareing and provides new opportunities
to put UU values and vision into practice. Workingetheron financial matters offers
teens, young adults, and “elders” a unique oppdsttm learn from each other and do
something of vital importance for the health andlity of a congregation.

The purpose of an endowment is to help securegttren, and extend the long-
term survival and mission of Unitarian Universaliamd your congregation. In very
simple terms, an endowment fund is a savings at¢caisecurity cushion that can be
used to get you through an emergency. In addibgraviding a safety net for the
future of your work together as religious peopie€ain help you today in your common
work to strengthen and extend the reach of Unitdtiaiversalism in your community.
Distributions from an endowment can help you mdke world a better place.

At its best, an endowment fund further securealaady stable financial
situation Everyone in a congregation or fellowship can sinduld take pride in the
endowment fund, understand its purpose and plattesitife of a religious community,
and be invited to participate in designing and frajnts goals, governance, and
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administration. When that work is done, consideysma include young and old in the
year-to-year management and decision-making retatgdur endowment.

There is no one “right way” to do this that evgrgup should follow, but there
are some guidelines that will help you “get it tigfor your congregation. First, a few
words on what an endowment is NOT.

Will an endowment fund help us meet our operatinggpenses?No. If
annual donations from church members and friendsol@dequately support day-to-
day operations, using the endowment funds to cibMese costs is a habit to be avoided
There may be moments in the life of a congregatiban the endowment can help
launch a strategic plan to grow and become a stramjgious community. Relying on
endowment funds for operating costs usually do¢®ncourage members to be more
generous; in fact, it will probably do just the ogfie. Experience in both UU groups
and other mainline Protestant churches has shoatng¢hance upon endowment
distributions to meet annual operating expensedesraather than strengthens the
commitment of individual members. In New Englatates, for example, a number of
congregations with endowment funds of six figuragehso few members they are on
the verge of closing their doors and folding theit. They make budget every year, but
for what?

Annual contributions should be sufficient to cosaff salaries and benefits, pay for
routine maintenance and utilities, purchase supplre equipment, and run the programs
that make a congregation a congregation. A groapléans too heavily and for too long a
time on endowment funds to meet operating costks hoth losing the commitment of the
people and creating a dangerous habitual dependa&aaeith any addiction, it is easier to
start the habit than to break it. Better to nastirt at all. In normal circumstances, members
and friends contribute what is needed to “do chtirch

If there is a compelling need, it is recommended
that endowment funds provide_no more than 10%
of annual operating expenses— and then only

as a temporary measure.

Endowment funds exist to help in special
circumstances, in times of financial crisis, in tines
of great opportunity. It's like a personal savings
account or an inheritance you hope to fund a
dream and/or to pass on to loved ones.

It is not “mad money,” nor a wealthy patron who
gets you out of trouble when you overspend or falil
in your planning.
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All too often we act as if our fellowships and coegations operate in a realm
entirely different from our personal lives. Perbaye believe that a religious life is
despoiled by money. Where in our own lives morsey primary means to secure and
protect what is important and meaningful to us—fagitklter, clothing, health care,
education, transportation, entertainment, and tdide organizations; when it comes to
matters of the heart and ethical and spiritua) hfieney loses some of its relevance.
“Money can't buy happiness.” Butaan pay a minister and fund a full benefits package
for staff. Itcanprovide life-span religious educationclinhelp operate a homeless
shelter. Itcanfeed the hungry. And ¢anadvocate for social and economic justice.

In the helping professions, providers know thatris who pay their way are
more committed to the healing process. Similarlyen everyone in a congregation
contributes to the annual canvass, everyone @skalsvlder, invested in making a
success of it. What if our support of our congtee was equal to the value they add
to our lives? Would our lay and professional lealdg spend most of their time
worrying about where the money will come from toatnleasic expenses? Shouldn’t
our leaders find joy in fulfilling the mission amditreach of a religious community
instead of looking for pennies in between the cusf?

Will an endowment fund help us to finance a buildig project? Some UUs
think that an endowment fund is the answer to gt new building. It's not.
Nothing can replace the time-honored capital cagrpah capital fund drive raises
funds with pledges to give to a specific capitaljpct over the course of 3-5 years. You
need current giftand_liquid asset® pay for expansion, a new building, or building
site. Like using the endowment to fund operatingegses, using it to finance a major
capital expense is to sidestep sound financial gemant and planning.

The first step along the way to a capital campaige building an endowment
fund is to complete an appraisal and get your houseder. Your annual canvass needs
to be on strong footing and your financial practicegood order so that you can
present a convincing plan for how you will fundrajpct and maintain it once it is
completed. Th&UA Congregational Fundraising Serviceoffers consulting
services to congregations that seek guidance aachow with annual budget drives,
capital campaigns, strategic planning, and endowim@gram development. This
office also manages the UUA loan portfolio thatypdes building loans, loan
guarantees, site acquisition, and first-home grantgialifying congregations.

Of course, if you already have an endowment furdlitis distributing more
money than you can spend, then it would be onlg@ntito use it to help finance a
capital project. The critical piece is to do whah be done to preserve and not erode
the endowment principal — even better, allow iappreciate in valuat least to keep
pace with inflation (historically 4%). Unfortunately, few societies or congregations
have more money than they can possibly spend.

More often, if there is an endowment, it is a smatld and the whole nest egg
could be sunk into the capital project. There tmayo endowment at all, and a fund-
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raising effort is needed to make the plan feasifileere may be a significant
endowment, and the congregation could make a égdlf intending to replenish the
endowment funds later. One way or another, in @athese scenarios, you will be
conducting a fund-raising campaign. Mother alwsgisl, “Eat your vegetables first,
and then you may have dessert.”

Building campaigns need cash, and they need it Aoghitects and contractors
must be paid, building materials purchased, debicemet. If you cannot motivate
people to give to a new building, or to a renovato expansion of your existing one, it
may be time to revisit your plans and prioritieghea than turn to endowment for
rescue.Perhaps the best use of an endowment during a cagitproject is as
evidence of your financial stabilitywhen you approach commercial lenders or the
UUA Building Program for assistance. Your membeitkalso find security in
knowing that theirs is a congregation that knows b be responsible stewards of all
of its resources.

Many people support endowments because they want toake a difference
in a lasting way, to leave a legacy for the futureThey expect their contributions to
be invested wisely, to grow in value, and to predaceliable revenue stream in
perpetuity. It is their brush with eternity anchgeations to come. Gifts to endowments
are generally meant to be permanent resourcesidorguncome for special projects,
such a long-term maintenance of the church buildiogymunity outreach, or social
justice efforts. In a perfect world, the princigaisets in the fund are invested for
growth and income, with only income distributed e by the congregation.

We do not live in a perfect world, and compromiaesto be expected — and
even better, anticipated and planned. If a bugjdliroject is deemed an absolute
necessity, and the only way to get a new buildmgleted is to spend unrestricted
monies from the endowment, then do it. It's nigtgél, and sometimes is more than
appropriate optimism. Don't forget to find a pubéind permanent way to honor the
memory of those who made the project possible tilvdheir gifts to your endowment.

Bequests are the most common type of gift to almwntent fund, often the
donor’s largest-ever contribution. Donors mayudape how their bequest may be used,
and their wishes always should be honored. Uncéstirbequests may be used any
way your congregations wishes; however, it dodsurt to have decision making
guidelines worked out before an unexpected beguases with no strings attached.

One of the most common reasons people give foginotg to endowment is
fear that their gifts will be “frittered away.” Wi a building project is no bit of
“frippery,” using endowment principal (not inconfey a capital project is a decision
that should be taken carefully and with consennftbe majority of the membership. Is
the project important enough to risk “breakingtéaivith generous donors, current and
future?
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Over the long haul you will do better to demongtnasponsible financial
stewardship by raising money directly for the pcgjsuccessful completion, and
making sure contributors know how their gifts wased. The trust and satisfaction
built by transparency and gratitude will resulgmeater generosity for all your needs,
including the endowment.

Capital campaigns, not endowment funds, are dedigménance major capital
projects Capital fund drives can and do raise substaatraunts for specific one-time
projects. The advance work you put into planning abtaining wide participation will
pay great dividends when the time comes to gebpaicommitments to give.
Individuals pledge to give cash, stock, and otkadily marketable assets within three
to five years. A combination of contributions liteese and reasonable debt service can
make a dream project a reality. People love to giv&mething they know and love,
and one burst of generosity builds others.

The ideal time to launch a fund-raising campaign foan endowment fund
is a year or two after a successful capital campaig Outright gifts are always
welcome, but the most common gifts come from chblé bequests made by will or
family charitable trusts. People contribute to ema@nts to help a congregation remain
strong and continue to grow in perpetuity; an enadewt gift is properly treated as one
that is made for the vetgng-termfuture vitality of a congregation and its mission and
outreach in the community. Following is a summafrwo kinds of funds that you
may want to create in addition to the general dpegdund.

A. Classmal Endowment Fund
Objective is to provide for long-term health andvseal of the congregation.

Generally funded by charitable bequests, procaeas ¢haritable trusts, gift
annuities, the UUA Pooled Income Fund, and othecisp gifts.

Invested conservatively in a balanced, diversifiedfolio designed to meet
goals: long-term growth of principal to keep upwitr outpace inflation, and, if
needed, to yield income for current purposes.

Principal held virtually inviolate.

Income expended according to guidelines agreed upthre Bylaws.
For example, to enhance or supplement progranier dbig" purposes.

B. Capltal Reserve Fund (Development Fund or Quagtndowment Fund)
Can expend principal and fund earnings on apprpvegcts.

May be funded by special fund drive for major gifts
Contributes to building and site development.

Matching funds in new gifts from congregation mayrbquired
for any major development project.

Some funds are invested with short-term needs imdmi

(See pages 38-43 of the Appendix for options araaingstes of resolutions that establish
both of these.)
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Definitions

What is an Endowment fund? The widely adopted Uniform Management of
Institutional Funds Act defines amdowment funds “an institutional fund, or any part
of such a fund, not wholly expendable by the ingtin on a current basis under the
terms of the applicable gift instrument.” Awstitutional fundis defined as “a fund
held by an institution for its exclusive use, bénefr purposes....” An endowment
fund for a UU fellowship, congregation, societychiurch is legally considered to be
just such an “institutional fund.”

An endowment fund is a financial account with riefbns placed on
distributions (i.e., how much of the fund may bersip for what purposes, and under
whose authorization). It is maintained and acoedifibr as separate and distinct from
all other funds, such as the operating budgetaapétal reserve fund. An endowment is
a financial resource in perpetuity, extending amigie@cing your fellowship or
congregation’s capacity to fulfill its mission apdrpose

What is a classic or true endowment?The traditional endowment fund is a
fund from which the principal or corpus is neveesp Income from investment
earnings (interest, dividends, and sometimes dapareciation) may be spent, subject
to policies adopted by the institution. “Don’t spaihe principal!” has long been the
rallying cry for endowment funds, but what is pipa and what is income?

What is principal? Principal is defined, at minimum, as the originalue of
any gifts made to the endowment fund. Using teignition, “Don’t spend principal!”
could be taken to mean that an unrestricted giftldf,000 to the endowment may never
be spent.

That is all well and good in times of low or nolatfon, but even in such times,
wouldn't it be wise to see that $10,000 grow?h# $10,000 appreciated in value by 3-
5% each year, it could preserve the “buying poveéithe original gift. Is that growth
considered principal or income?

What is income? Traditionally, income consists of all earningsclesive of
capital appreciation. However, according to théfd/m Management of Institutional
Funds Act, each institution is relatively free &fide “income” and “principal” as you
wish as long as you faithfully observe restrictiomsde by the donors, follow sound
accounting practices, and comply with state lavaréigg endowments and fiduciaries.
Instead of the term “principal,” the Institutiorfainds Act uses the term “historic dollar
value” to refer to the combination of the origiggt value, additional gifts, and
reinvestment of earnings. (See the Summary oftlitorm Management of
Institutional Funds Act, and the Massachusetts éwtipages 26-33.)
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What is a fiduciary? A fiduciary is a trustee, someone who holdstakds
care of something for the benefit of others. H igosition of responsibility founded on
public trust and confidence. Fiduciary powersdude making decisions about
investments and routine distributions, and hiripgrapriate professional services
(CPA, broker, and the like). Fiduciary respondiies include record-keeping,
observing donor restrictions, administering thedsiaccording to the enabling bylaws
and other guidelines agreed to by the congregadiat reporting on fund activity in a
timely and accurate fashion.

What regulations govern endowments?In the United States, state law
governs the management and use of endowment fivtodd.states, but not all of them,
have adopted either selected portions or a sligktlised version of the “Uniform
Management of Institutional Funds Act.” The stdftece of the Attorney General
oversees compliance, ensuring that donors’ wisteek@ored and that the fiduciary
powers and responsibilities of the institution exercised appropriately.

Because regulations vary from one state to anaiheérthey change from time to
time, qualified legal counsel should review youdewment fund enabling documents
to ensure they are up to date and in compliance.

Many states have posted their statutes on line.eQoellent site is maintained
by the Law School at Cornell University. Its Febyut999 list included 46 states, but
not all of them had provided documentation. Alagk@zona, Pennsylvania, and South
Dakota were nobn the list. The Cornell web site address is:
http://www.law.cornell.edu/uniform/vol7.html #infnd.

If you don’t find your state regulations on the webntact your state Attorney
General for information.

A narrative summary of the Uniform Management afibational Funds Act,
and a copy of the Massachusetts version, are prdvidthe Appendix of this booklet.
(See pp. 27-34.)
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Getting Started

When should an endowment fund be createdBtarting an endowment fund
is probably last on a list of priorities for a neangregation. Even so, it is never too
soon to adopt simple gift acceptance guidelinesrasdlutions enabling a
congregational endowment fund.

Charitable bequests do not follow anyone’s timetatiiey arrive when they
arrive. If your congregation has not already agteeal plan focusing on an unexpected
generous windfall, then you may find yourselvea uhivisive situation when the sky
opens and drops one at your dooBetter to come to an agreement before the wiindfa
you may still have a difference of opinion abouwvio use the gift, but you will have a
decision-making process established that will meffmlve any conflict.

Laying the foundation for gifts to an endowmentdus thoughtful preparation
and sound financial practice. When the congregatsoa whole agrees to simple
guidelines stating how you wish to use your endontnfiend and how you will
administer it, you demonstrate your ability to setponsibly with financial resources
and future planning. The purpose and governanea ehdowment fund should fit
seamlessly with your mission and bylaws, tailokethe your congregational practice
and covenants with each other. Whenever you aoesting and funding an
endowment is an act of faithful stewardship fortdnan Universalism and its future.

A congregation with limited resources may simpiggare for the unexpected
boon by adding endowment enabling resolutionsstohurch bylaws. Whenever your
congregation reviews and clarifies its mission gadernance, you have a perfect
opportunity to review the purposes and governafgewur endowment fund--or to
create an endowment fund if you don’t already have.

Framing an endowment with no gifts in hand orfmhorizon is an act of faith.
You demonstrate your confidence in the future afryaongregation, that it will grow
and mature, and that people will want to make doutions to ensure that it endures
long after they themselves are gone.
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Structure of the Fund

What forms may an endowment fund take?

A trust, with its own trustees, governed by a trusdocument and related
federal and state law.

A private foundation, with its own bylaws and govenance, subject to
federal and state law.

A separately administered endowment fund, segregaldrom general
operating funds, governed by congregational bylawand guidelines
adopted from time to time.

A supporting organization, separate charitable norprofit corporation
created with a mission to support the congregationSubject to federal and
state law and reporting requirements.

The third option is usually the best for a fellowsbr congregation. Properly
written guidelines for a congregational endowmenidfare strong safeguards against
abuse and provide reasonable checks and balandesigion-making. Keeping the
fund within the bylaws of the congregation keepsdtewardship where it should be: in
the life of the congregation.

Some people express the conviction that an endowimed should be kept far
away from a congregation’s board of directors amehnal decision-making. They
prefer a trust or foundation over an endowmentpeds part of the society’s bylaws.
Some congregations have taken this route; somerhaverisis as a result, some have
not.

The fourth option, a supporting organization, mayah appropriate alternative
when there is strong feeling against allowing thegregation direct access to
endowment fund investments and spending. Likddhedation or trust options, a
supporting organization has its own board, its taxID, bylaws, and is subject to
specific reporting requirements as a separate noit-prganization. It's purpose, by
definition, is to support the mission and well-lgeof the congregation or fellowship it
is supporting — hence, there is some permanente tink between the supporting
organization and the congregation itself, but natrg group can afford to do this.

Issues of power and trust deserve attention and,specially where money is
involved As you clarify the purpose and administrativegaures you want for your
endowment, keep in mind that you want to achielalance of power and build trust
through participation and education. Checks anangas can be built into procedures
around the endowment so that no one is given tachmower or freedom with the
funds, and everyone knows enough about the funtbice responsible decisions about
its use and management.
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We caution against creating a trust or foundatitrat is a legal entity separate
from your society or congregation. Doing so camltas critical resources being
withheld from the mission and purpose of your ceggtion. When an autonomous
board of directors can make decisions about whetheot to release funds to a
congregation, there is no guarantee that the cgagom will receive any financial
support. A foundation board may change its fungialicies and directions
independent of the needs of the congregation.

In addition, creating and maintaining a trust avge foundation can be much
more complicated, time-consuming and expensive dmaendowment fund established
within your bylaws or constitution. Legal documemestablishing the trust or
foundation must be drawn up and reviewed perioljicalremain in compliance with
federal and state requirements. Also requiregeofessional audits, specific
accounting procedures, a separate federal ID nyrahaual tax filing, and an outside
manager to handle investments -- all of this ig-effective only for endowments of $1
million or more.

While trusts and foundations do provide the maxinegal protection against
congregational misuse of funds, the desire forkimd of security may be signaling an
unacknowledged or ill-addressed point of confliatl anistrust within the congregation.
Better to find a way to resolve the issue tharréate a situation that will come to
haunt you in the long run. In most cases, a chendowment is amply safeguarded
from misuse or abuse by an enabling document teates a reporting and decision-
making system with checks and balances.
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Establishing the Fund

How are endowment funds established?

1. By an amendment to the congregational bylawostitution.

2. By alegal trust indenture.

3. By aresolution passed by the governing Boaltdghvmay or may not
be confirmed by a vote of the congregation.

What process has worked for other congregationsl? your congregation has
fewer than 100 members, your process will diffenrirthat of a congregation of 500 or
more. For one thing, you have fewer people. FRottzer, getting the membership
involved may be much simpler than mobilizing 25re¢0We recommend you draw on
your experience and use models of decision-makiagiave worked well in your
congregation.

First, you need to form a small committee to shegplige process of developing
Endowment Enabling Resolutions. Then we recommieatybu take the time to have
a “congregational discussion” of the purpose andegtance of the fund. Then the
congregation or governing board, or both, votesdopt the resolutions into your
corporate bylaws.

This Endowment Start-up Committee (no doubt youtbark of a better name
for it!) can be responsible for drafting and rengsthe documents you need, including
gift acceptance guidelines and investment andibligion policies for the fund.

Options and samples for enabling resolutions areided in the Appendix
(pages 38-43). They are there for you to refemtt use as you create a set of
resolutions that will work for your congregation.drder to be good stewards of your
religious legacy, your congregation needs to agreglministrative, fund-raising,
investment and spending purposes, policies andedroes for the endowment --
preferably before any gifts arrive

This Start-up Committee should be charged witlolivimg as many people as
possible in shaping the priorities and documentshfe endowment fund, particularly
people who might be strong supporters of the fuhlde planning stage is ideal to get
“buy-in” and to market the endowment. Invite theich school to name the fund.
Include adolescents and young adults on committdated to the endowment.
Organize small group discussions about how youoentent fund will further the
mission and purpose of the congregation.

Try to make your policies and guidelines simpleac, and easy to follow.
Potential donors may withhold significant gifts/dur work suggests that their money
will be “frittered away.” Many people want to knaxactly what will happen to their
money when they give it to the fund. Few wantite@dheir life estate to a boat that
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doesn’t hold water or to a crew that navigates esslly. But most will be generous,
and give with few restrictions, if they know thedemment fund is well conceived and
responsibly managed.

What needs to be included in the Enabling Resolutis?

Why you are establishing an endowment fund.

Name and charge to committees with responsibilreésted to the endowment.
(Endowment, Investment, Fund-raising)

Number of members on each committee (typically 4 people)
General powers of the committee to make investraedtmanagement decisions.
Lines of reporting and ultimate responsibility.

Method of selection (by the Board or by the Congtiesp—by vote or
appointment).

Term of office (typically two or three years, staged rotation).

Possibility of re-selection (typically, maximum twfo consecutive terms, a break,
and then an option for one more term).

Ex officiomembers—voting or non-voting?

Limit on number who may also be members of the Boar

Minimum number of meetings per year.

Quorum for conducting committee business.

Any limitations on use of endowment (expressedexsgnt of total assets).
When a decision is to be approved by a vote ottmgregation.

What constitutes a quorum for a congregational ¢get the same in every
instance or different when considering changebedoylaws or to spend down the
endowment funds?

What percentage of the membership (or quorum)ettngregation must approve
of decisions brought before them.

How often will a report be made to the Board? Tefilll congregation?

How often an audit of the fund accounts will be docted.

Reference to separate document of guidelines fbagteptance and financial
management.

How the fund would be dissolved if needed.

What else needs to be considered as you draft yodocuments? Your enabling
resolutions may include more thtre items listed just abovéiere are a few questions
and ideas that other congregations have considanedncluded either in the bylaws or
in a separate set of guidelines:

1. In order to ensure the greatest possible congmgatparticipation, do you need
provisions for “absentee ballots” or for more tlware meeting for very important
decisions?
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2. Do you want to limit use of endowment distributi@n&or instance, no more than
10% of the annual operating budget may be coveyahdowment funds. Is there
a minimum amount you want to ensure is available pesrmanent fund?

3. Do you want your endowment to serve more than empgse? Perhaps a portion is
designated for your building, another portion isigeated for social outreach or
special programming, and a third as a true, classiowment.

4. Do you want the fund to grow to a specified amdefore any distributions are
made?

5. How often will “routine” distributions be made frothe fund? Typically once a
year.

6. How will the distribution amount be calculated? pically, a fixed percentage of
the average fair market value of the fund basethemrevious thirteen quarters.



March 2008 UUA Endowment Fund Guide 17

Committees and Responsibilities

By now it is clear that there are a number of intgioir decisions you need to make
as a congregation related to an endowment funce dbea that deserves comment here
is how the endowment fund fits into your organiaaél structure. Who is responsible
for what? Which committee reports to which or wiotwhat is the role of lay and
professional leadership? Do you want memberseofjiverning board on the
endowment committees? Do you want them to havieygiowers?

In addition to the governing board, several exgsiommittees should be
connected with the work of the Endowment Committ€ee Treasurer and Finance
Committee is one obvious connection. Fundraisomgroittees are another. You may
think of others, toolf you establish only one committee, it should beharged with
responsibilities that includeencouraging, accepting and acknowledging gifthiéo
endowment, ensuring that restricted gifts are hexh@nd properly recorded for
posterity, arranging for professional accountinghef funds (new gifts, investment
income and growth, and expenses), reporting on &atiglities to the Board and the
Congregation, making prudent investment decisiadsjinistering the distribution of
funds, and ensuring appropriate checks and balangesver over the funds are
maintained.

That'’s a lot for one committee to do, but it cardo@e Another model is to set
up an Endowment Committee with sub-committees giveapecific portions of the
tasksenumerated above. For instance, one sub-committdd be charged with
investments (finding appropriate financial servjaasitual funds, what have you,;
reviewing performance, and reporting it to the vehadbmmittee). Another sub-
committee could be charged with accounting andareg reports for the Board and
the Congregation. Another could be charged wiiexging and approving
distributions and expenses. Another could be @thvgth obtaining contributions to
the fund.

A third model might béo charge existing committees to take on some
responsibilities for the fund For instance, the Finance Committee might oeetise
accounting, investment and spending. The goverfBoayd might be charged with
ensuring that donor restrictions are honored aatlthie bylaws and guidelines are
being followed. A fundraising committee might take the project of obtaining
contributions and acknowledging them. The endowrnemmittee might review
proposals for use of the fund and make recommestato the Board for its approval.

The diagram on the following page illustrates tvesgbilities for structuring
the committees.
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The best piece of advice regarding lines of respditg and accountability is to
establish clear and simple separation of powersConsult your existing bylaws and
your own experience about how your congregation in@kes decisions. Be practical.
Don’t over-complicate things by having too many ke the kitchen; but do institute
controls so that more than one set of eyes andshamedaccepting contributions,
managing investments, and accounting for and spgrehdowment funds. Perhaps
you want two signatures on checks over $100 or satimer amount.

The full congregation should be given a writtenargjand formal presentation of
the endowment fund activity on an annual basispifmore frequently. The Board
should have at least quarterly information to revieAn annual audit conducted by a
disinterested party is strongly advised; find soneeaho is not a member of your
congregation to do this. All the books and recarfdthe fund should be readily
available for anyone to inspect or review.

Think about what safeguards could be created torerteat sound decisions are
made during times of crisis or unusual enthusiaBerhaps you take two votes, a
month apart, before actions take effect? If youerseasonal members, how are they
going to be included in decisions during the “affson”?

What is the relationship between the Governing Bad and the Endowment
Committee? The answer to this question will be particular &olecongregation. On
paper it may be congenial, but in practice, it rhayadversarial. Conflicts do arise
from time to time, usually when the Board wantsehdowment committee to release
funds for a pressing need and the committee objects/en refuses, the request.

Ultimately, the use of the fund is under the colntf the congregation, not the
Board and not the Endowment Committee. The EnglRi@solutions should make it
clear that the funds are to be used as designgtddriors and as specified in your
bylaws. Exceptions are subject to a congregatiooid, with a significant majority
required to approve any exception. As long asthee clear lines of communication
and regular, open reporting on the performanceefund, gift activity, and your
agreed-upon purposes for the fund, conflicts shbal&ept to a minimum.

Do committee members need to be bonded or be covdney special
indemnification insurance? No. There are three reasons why this is so. Firsh bot
the Management of Institutional Funds Act and thelEnt Investor Rule clearly state
that a trustee shall not be liable to a beneficsarjong as the trustee acts in reasonable
reliance on the provisions of the trust...and thetwe fulfills her or his responsibilities
related to the investment and management of agsetprudent investor would.

Second, the endowment fund document will outlireerdssponsibilities of the
committee members, and hold them harmless for adgimdutheir business with
reasonable prudence and accountability. Thirdy gongregational constitution or
bylaws should already include indemnification fdfi€rs and members of Boards and
Committees.If it does not, please contact the UUA Office otit€h and Staff Finance
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Managing the Fund

What is the best investment strategy for an endownme fund? The answer
lies in the current value of the fund and your keegn goals. You are looking to find a
balance between your need for growth and your feeidcome. Growth equals
increase or “appreciation” in value of your fundistorically, growth will be greatest
when you invest in corporate stockicomeis a combination of dividend payments
from corporate earnings and interest on bonds, gnoraket funds, certificates of
deposit, an interest-bearing savings account, lzmtike. Total returnequals growth
plus income. Your minimum investment goal for ad@vment fund ought be to
match the rate of inflation.

Prudent endowment investment strategy usuallyleritai to moderate risk
often following what money managers call a “balatiqeortfolio. Forty to sixty percent
of your investments should be in bonds or fixediteeg) and forty to sixty percent in
stocks. The more you put into stocks, the higloer yisk. Don’t put your eggs all in
one basketDiversify!

Diversification in your investments makes it possitor you to achieve
maximum return for the least risk. A simple waatthieve diversification is to invest
in mutual funds. A fund worth $10,000 to $500,080wd be manageable by
reasonably knowledgeable people. If your congregdtas no one who feels
competent to review options for investing, then yoay want to find someone outside
the congregation who can advise you from timerteti A local community
foundation, charitable organization, if not a fingh institution near you may hayeo
bonoadvisors to point you in responsible directioAsiother church or synagogue may
also.

Competition for investment dollars is high rightwmyand you'll find many
options to consider. Look first at industry leaderth solid reputations, and use their
fees and services as a benchmark to compare viaigsot Fidelity and Vanguard are
certainly worth considering.

Another option to explore is to invest your endowingith those of other
congregations managed within the General Investifends of the Unitarian
Universalist Association. Annual administrativedem these accounts average 1% on
the fair market value of the funds. Pages 25-@6chntacts for more information on
this subject.

If your fund is greater than $500,000, congratala! You may want to hire an
investment agent and establish your own brokerageusmt. The endowment
committee would instruct your agent as to your gtneent goals, preferred asset
allocation, and socially responsible investmentgrences; approve the agent’s general
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suggestions for specific stocks and positions emdrious market sectors (finance,
health, technology, utilities, transportation, phaceuticals, and others). The
endowment committee would be responsible for rewigunvestment performance and
ensuring that the congregation and its leadergupive timely and accurate reports.

Who should make investment decisions for the endowant? The
endowment committee or a sub committee chargedimydgstment oversight (call it
the “Investment Committee,” if you want) should batae flexibility and freedom to
make prudent choices in a timely fashion. Avoie tiamptation to turn this over to one
exceptional member of your congregatitins in everyone’s best interest that
congregational investments be managed by moreahamerson.

Empower the committee to seek professional ad\saeeaded, and require that
the committee report quarterly to the Finance Catesior your church governing
board, and at least annually to the whole congragaltet the committee do its work,
following general guidelines and investment targédse the section on fiduciary
powers and responsibilities regarding investmentie Uniform Management of
Institutional Funds Act for more details, Appendix,27-37.)

What should we include in guidelines separate frorthe resolutions added
to the bylaws?Separate guidelines make good sense for thingsngyuwant to adjust
from time to time; whereas the resolutions adoptén your bylaws should reflect
“timeless” features, policies that the congregati@mts to keep in place for a long
time. The separate guidelines could include sonad af the following:

1) Socially responsible investment screens you wishamtain.

2) Target ranges for rates of growth, income, and tetarn.
You may want to specify different ranges for diffiet funds.

3) Description of the degree of risk you are willigtolerate.

4) Description of the strategy for asset allocation.
Are you investing for growth, income or a balant¢éhe two?

5) Under what circumstances the strategy might chéiogénstance,
when the fund is worth $250,000 or $500,000).

6) What model you wish to follow in distributing funds

While you certainly don’t want to set one persom@ommittee to go off on
their own and do whatever they please with condregal funds, you do not want the
entire congregation consulted or voting on evernydusell order, or minor adjustments
in asset allocation. The long-term, general patteost likely will be to maintain a
balanced portfolio, not to play the market furiqushd take great risks.

Does the “Prudent Man [ic] Rule” apply to the financial management of
an endowment fund? It used to, but it is being replaced by a newdent Investor
Rule as each state reviews its existing regulatidriee general concept of prudence
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remains. That is, the people responsible fortlestment management of trust or
endowment fund assets are expected to use:

...Judgment and care under the circumstances pragdiiat any
persons of prudence, discretion, and intelligenxegase in the
management of their own affairs, not in regardaecsilation but
in regard to the permanent disposition of theid&jrconsidering
the probable income as well as the probable safetyeir
capital.

--Mass. Chapter 203C, Section 11.

One of the primary changes being adopted, in addtb the gender-free title, is
a new description of what constitutes prudent iiigsUnder the old rule, the
investment manager was liable for every singlekspock, and a case could be made
that investing for total return was imprudent ieanvestment went sour — even if the
overall performance was outstandinthe new rule states'decisions respecting
individual assets shall be considered in the cdrdkthe trust portfolio as a part of an
overall investment strategy reasonably suited eaithst [or endowment fund].” (The
Massachusetts Prudent Investor Act appears iAppendix, pages 36-38).

How much of the endowment earnings should be speaach year? We
recommend that the managers of an endowment fumd tsvelized” rate of return in
order to calculate the amount of money that caagpeopriated annually to further the
purposes of the Fund while protecting the princfpai inflation.

Sometimes referred to as the Harvard Method, ttusgss involves (1)
determining and recording the net asset value (NéfMhe Fund on a quarterly basis,
(2) finding the average NAV for the last 13 quastemd (3) multiplying the average
NAV by an agreed upon rate (usually between 4%6Gayito determine the amount
available to spend for the next budget year.

Thus, in good years when the total return on Fardstments (interest,
dividends, and appreciation) is high, more of tieease is, in effect, “saved” in the
Fund so that in lean years, more money will belalb than would be if the managers
spent all or a percentage of the Fund’s interesdtdawvidend earnings each year.

How can we account for new gifts when averaging thguarterly Fund
value? The recommended procedure is to “unitize the famdl determine the value of
one unit on a quarterly basis. Begin by settingoitrary value to one unit, for
example, one unit = $100. Next, divide the NAMra end first of the previous 13
guarters by the unit value you decided to usedtbérary value). Then proceed
forward quarter-by-quarter, adding units for eaihrgceived during that quarter (using
the unit value from the previous quarter as thepas

For example, if the initial value of one unit eq&lL00, then a gift of $5,000
would be assigned 50 units. A gift of $5,500 wolokd55 units. And so on. The unit
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assignment never changes. The dollar value ofiariehowever, will change with the
growth or decline in the fair market value of thieoke Fund. Hence, in a good year the
$5,000 gift may grow in value 8% or more and thigaf one unit will increase by the
same percentage.

When you first unitize your Fund, at the end olLarter, assign a unit value to
everything. You may not have good records on eg#étyhat has been made to the
endowment. That's okay. What you want to hawee usit value for the whole fund at
the end of each quarter moving forward from thisypoYou may also want to be able
to track the activity in special funds that aretgdryour whole endowment. Perhaps
someone made a very generous gift years ago todlecture series in perpetuity. |If
you need to account and report on the financiaistaf this special fund, then assign it
a unit value.

Once you have set up the initial unit assignmeas®t on an arbitrary value for
one unit, you are ready to begin the practice ofguthe Net Asset Value (NAV) of
your Fund to determine the new value of one unih@tend of each quarter. Use the
unit value at the end of one quarter to assigrsuninew contributions and additions to
the endowment during the following three montheeg track of the number of units
added each quarter. When new gifts are madeothlertumber of units in the fund
increases, and you have a mechanism to avoid sgdivnaverage net asset value
(NAV) from one quarter to the next.

To determine the new value of one unit at the dralquarter, divide the NAV
of the Fund for that quarter by the total numbeumits you know are in the Fund.
Here’s the formula:

Net Asset Value of Fund Assets = ynit Value
Total Number of Units in the Fund

Here’s how to determine the NAV for the purposeélistributing monies from
this unitized fund: After calculating the unit ualfor each of the preceding 13
guarters, average the unit values. Multiply therage unit value by the current total
number of units to determine the NAV for the puos distributing funds.

The UUA uses this “Harvard Model” for its own irtstional funds. It is
generally viewed as sound and responsible finantzadagement practice because it:

1) Ensures the fund continues to grow over time,

2) Provides a hedge against inflation,

3) Yields a reasonable amount of money for expressgsas,

4) Allows a “total return” investment strategy, and

5) Makes it possible for distributions from the fumdae made
from capital gains, dividends and interest.



March 2008 UUA Endowment Fund Guide 24

Some congregations have set a dollar goal forndewment to reach before
any distributions are made. Some designate thatiatras a minimum that must be
maintained, making it akin to principal that maydxgended only in rare and extreme
circumstances and subject to a majority vote ofleenbership.

What kind of investment return can we expect?Total return will vary with
the asset allocation of your portfolio and theitagibn that is doing your investing.
Historically, over a thirty-year period, equitieave returned 10-11%. A balanced
portfolio with 60% of the investments allocated ifacome has returned 5-6%. A
portfolio that invests half of its assets in Stadd& Poor’s 500 Index and the other half
in a Bond Index fund returned 7-9%. (See the®lpfor a chart of the Historical
Average Annual Real Compound Returns for diffestatk/bond ratios.) In the
economic environment at the beginning of th& Eéntury, these returns were often
hard to find one year to the next. Set your sightshe long-term when setting goals
for investment performance.

Gift Acceptance Guidelines

Do we need to have Gift Acceptance Guidelines¥es, it is a good idea to
have something in writing that outlines what kidgifts you routinely accept (cash,
stock, personal tangible property), and what kimeksd to be reviewed before your
congregation accepts them.

Try to write a simple policy that states what toagregation will do with an
unrestricted gift. Will it go to the endowment @ih Will it be distributed among
several different funds? Will it go to the genespérating fund?

Outline a procedure for reviewing gifts of reala¢s or other assets that may be
difficult to sell or may carry liabilities you wisto avoid. You will also want to review
restrictions donors place on their gifts. It isfpetly fine, indeed advisable, to refuse to
accept a charitable bequest or a gift someone wagfise you during their lifetime if
accepting that gift means you will be distractemfryour primary mission and purpose
as a congregation, or if it will expose you to exgeor other liabilities that pose a
hardship on your resources or threaten your altdityjaintain your tax exempt status
as a religious organization.

Some congregations have a procedure wherebg &imccommittee convenes
whenever an unusual gift arrives or is being predosThat committee considers the
pros and cons and makes a recommendation to tlezrgog board and/or other
appropriate bodies.
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UUA Resources

1. Visit www.uua.org- an invaluable resource for members and leadeyari
congregations. During the spring and summer of720D8ew version of this site will
post more and more “live” information as contentmigrates to the new one.

2. Contact youbistrict Office. They may know which UU fellowships and
congregations near you have endowment funds. Wisit.uua.orgor contact Erika
Nonken , UUA Information Assistant, ahonken@uua.orgphone: 617-948-4652.

3. Purchas8eyond Fundraising: A Complete Guide to Congregatioal
Stewardship, by Wayne B. Clark. Published in 2007 by the Ual#l available at the
UUA Bookstore. Call toll free: 1-800-215-9076 taqe an order..

Contact the UUA Congregational Fundraising Servizgesctor Wayne B. Clark at
wclark@uua.orgphone 207-829-4550 for consulting services andagce.

4. Contact UUA Treasurer, VP of Finand@eén Brennan attbrennan@uua.orgphone
617-948-4305 for information about the sociallyp@ssible investment guidelines
followed by the UUA, and to learn how your congraga may have its endowment
fund managed within the UUA’s General Investmentdas Contact UUA Endowment
Funds Managerslancy Gladyszak-Underhillfor an application to invest your
congregation’s endowment at the UUAngladyszak@uua.oyghone: 617-948-6411.

7. Contact the UUA Office dfegacy Giftsto learn how your congregation can benefit
from life income gifts, and to order brochures diseg specific planned giving
opportunities. Contact us giftplans@uua.orgphone 617-948-6511
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Summary
Uniform Management of Institutional Funds Act

What are the basic rules described in the Uniform Mnagement of Institutional
Funds Act?

The very first section defines terms. For exampding the Massachusetts version, an
endowment fund defined as “an institutional fund, or any pafrsuch a fund, not
wholly expendable by the institution on a curreasib under the terms of the applicable
gift instrument.” Aninstitutional fundis defined as “a fund held by an institution fisr i
exclusive use, benefit, or purposes...” followed kgraples of what does not

constitute an endowment fund.

“A fund held for an institution by a trustee thatot an institution” is not an
endowment fund Nor is “a fund in which a beneficiary that istram institution has an
interest, other than possible rights that couldeatipon violation or failure of the
purposes of the fund.”

Thegoverning boards defined as the body responsible for the managewof the
fund.

Historic dollar valueis described as “the aggregate fair value in doltdi (i) an
endowment fund at the time it became an endownuerdt, f(ii) each subsequent
donation to the fund at the time it is made, anglgach accumulation made pursuant to
a direction in the applicable gift instrument a time the accumulation is added to the
fund. The determination of historic dollar valuadhe in good faith by the institution is
conclusive.”

Gift instruments also defined: “A will, deed, grant, conveyanagreement,
memorandum, writing, or other governing documentiuding the terms of any
institutional solicitations from which an institatial fund resulted, under which
property is transferred or held by an institutienaa institutional fund.”

Following is an outline and brief summary of the loér sections of the Uniform Act.
It is intended as a general introduction and in nveay replaces qualified counsel and
a review of the statutes in effect in your state:

1. Expenditure of net appreciation standar@efines in general and, in some states,
specific terms what is considered to be prudentifergoverning board in determining
the dollar amount available for spending—a portibthe net appreciation in the fair
value of the assets over the historic dollar valighe fund. Massachusetts limits the
percent of fair market value that may be appropdan one business year, based on
average of quarterly valuations over a period d¢ast three years.
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2. Restrictions in gift instruments regarding exgigrre of net appreciatierlf the gift
instrument specifies that net appreciation shallb@oexpended, then the governing
board is required to honor that intention. Angitmportant to note that the uniform
act states that a gift instrument must expresshkgghis intention; a restriction against
spending net appreciation may not be impfiedn a statement that the gift is a gift of
an endowment, or from direction in the gift instemhto use only “income,” “interest,”
“dividends,” or “to preserve the principal intacgt words like these.

3. Rules for accumulation of annual net income r@sérves-This section grants the
governing board the power to accumulate “so mudh®fnnual net income of an
institutional fund as is prudent” according to firescribed uses and purposes of the
fund and their fiduciary responsibility. This netome may be held in an income
reserve for later use.

4. Restrictions in gift instruments against acclatiah of income or addition to
principal—If the gift instrument specifies that income shadt be accumulated or shall
not be added to the principal of the fund, thengineerning board must comply with
the donor’s wishes. As in point 2 (above), thitnietion may not be implied, but must
be stated clearly as the donor’s expressed intentio

5. Fiduciary powers and responsibilities regardimngstments-The governing board
is subject to specific limitations set forth in tgplicable gift instrument or in
applicable law other than law relating to investisdyy a fiduciary. The board is
generally free to invest and reinvest an instingidund, as it deems advisable. The
fund may be included in any pooled or common furaintained by the institution and
in other such funds available commercially.

6. Provisions for delegating authority of the gaeg board to othersExcept as
provided by the gift instrument or by applicablesleelating to governmental
institutions or funds, the governing board may gate to others the authority to act in
place of the board in the investment and reinvestrogthe funds. It also may contract
with independent advisors, counsel, managers, banksist companies so to act; and
it may authorize payment of compensation for praifesal investment or management
services.

7. Administration of powers of board and the lighibf its members-This section
describes the fundamental fiduciary powers andoresipilities of the governing board
of an endowment fund. The Massachusetts versamtsre“In the administration of the
power to appropriate appreciation, to accumulatenme, to make and retain
investments, and to delegate investment manageshergtitutional funds, members of
a governing board shall consider long and shom tegeds of the institution in carrying
out its educational, religious, charitable or otbleremosynary purposes, the problems
peculiar to the institution, its present and apated financial requirements, expected
total return on its investments, price level treraded general economic conditions.”
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And “no member of the governing board shall bel&dbr any action taken or omitted
with respect to such appropriation or accumulatipwith respect to the investment of
institutional funds, including endowment funds, anthe authority granted in this
chapter, if such member shall have dischargedubiesiof his [sic] position in good
faith and with the degree of diligence, care antl wkich prudent men [sic] would
ordinarily exercise under similar circumstancea irke position.”

8. Release of restrictions imposed by qift instrateend the limitations on doing-so
With the written consent of the donor, the govegridoard may release a restriction
imposed by the applicable gift instrument on the aisinvestment of an institutional
fund. If written consent of the donor cannot b&oied, the governing board may
apply in the name of the institution to a courtompetent jurisdiction for release of a
restriction. The Attorney General must be notiftédhe application and shall be given
an opportunity to be heard. However, no releadlecvange an endowment fund to a
fund that is not an endowment fund.
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GENERAL LAWS OF MASSACHUSETTS

CHAPTER 180A. MANAGEMENT OF INSTITUTIONAL FUNDS.

Section 1 Definitions.

Section 2 Appropriations for expenditures from endowmemtds authorized,
presumption of imprudence.

Section 3 Restrictions in gift instruments upon expenditof@et appreciation.
Section 4 Accumulation of annual net income; reserve.

Section 5 Restrictions in gift instruments against accurtiafaof income or addition
to principal.

Section 6 Investments.

Section 7 Delegation of authority of board.

Section 8 Administration of powers of board; liability ofembers.
Section 9 Release of restrictions imposed by gift instrutaglimitations.
Section 10 Application and construction.

Section 11 Citation.

This copy of Chapter 180A of the Massachusetts @¢haws
was obtained by the UUA Office of Legacy Gifts
on February 27, 1999 and reconfirmed on May 117280
www.mass.gov/legis/laws/mgl/gl-180c-toc.htm.
Visit www.law.cornell.edu/uniform/vol7.html#infnd
to find rules from other states for Institutionalrfel Management.
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Section 1. Definitions.
The following words as used in this chapter shalléhthe following meanings, unless a
different meaning is clearly apparent from the laage or context:

(1) "Institution”, an incorporated or unincorpoitrganization organized and operated
exclusively for educational, religious, charitalie other eleemosynary purposes, or a
governmental organization to the extent that ithdlinds exclusively for any of these
purposes;

(2) "Institutional fund", a fund held by an institan for its exclusive use, benefit, or
purposes, but does not include (i) a fund heldafomstitution by a trustee that is not an
institution or (ii) a fund in which a beneficiarydt is not an institution has an interest,
other than possible rights that could arise upotation or failure of the purposes of
the fund;

(3) "Endowment fund”, an institutional fund, or gugrt thereof, not wholly expendable
by the institution on a current basis under thegeof the applicable gift instrument;

(4) "Governing board", the body responsible forienagement of an institution or of
an institutional fund;

(5) "Historic dollar value", the aggregate fairwalin dollars of (i) an endowment fund
at the time it became an endowment fund, (ii) eadisequent donation to the fund at
the time it is made, and (iii) each accumulatiordenpursuant to a direction in the
applicable gift instrument at the time the accurnafais added to the fund. The
determination of historic dollar value made in gdaith by the institution is
conclusive.

(6) "Gift instrument”, a will, deed, grant, convega, agreement, memorandum,
writing, or other governing document, including teems of any institutional
solicitations from which an institutional fund rét&al, under which property is
transferred to or held by an institution as anitagonal fund.

Section 2. Appropriations for expenditures from @owment funds authorized;
presumption of imprudence.

The governing board may appropriate for expendiftoir¢he uses and purposes for
which an endowment fund is established so mucheofiet appreciation, realized and
unrealized, in the fair value of the assets ofethéowment fund over the historic dollar
value of the fund as is prudent under the standstablished by section eight;

provided, however, the appropriation of net ap@san for expenditure in any year in
an amount greater than seven per cent of the faikehvalue of the institution's
endowment funds, calculated on the basis of madees determined at least quarterly
and averaged over a period of three or more yshadl, create a rebuttable presumption
of imprudence on the part of the governing boahds Eection does not limit the
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authority of the governing board to expend fundpeasnitted under other law, the
terms of the applicable gift instrument, or thertdraof the institution.

Section 3. Restrictions in gift instruments upon@enditure of net appreciation.

Section two does not apply if the applicable giitrument indicates the donor's
intention that net appreciation shall not be exgend restriction upon the expenditure
of net appreciation may not be implied from a deatgn of a gift as an endowment, or
from a direction or authorization in the applicabi# instrument to use only "income”,
"interest”, "dividends", or "rents, issues or pt&fi or "to preserve the principal intact”,
or a direction which contains other words of simitaport. This rule of construction
applies to gift instruments executed or in effexfolbe or after the effective date of this

section.

Section 4. Accumulation of annual net income; reser

The governing board may accumulate so much ofnhea net income of an
institutional fund as is prudent under the standatdblished by section eight, and may
hold any or all of such accumulated income in aome reserve for subsequent
expenditure for the uses and purposes for which sstitutional fund is established or
may add any or all of such accumulated incomeegtimcipal of such institutional
fund, as is prudent under said standard. This@edes not limit the authority of the
governing board to accumulate income or to add#mee to principal of an

institutional fund as permitted under other lave terms of the applicable gift
instrument, or the charter of the institution.

Section 5. Restrictions in gift instruments agairstcumulation of income or
addition to principal.

Section four does not apply if and to the exteat the applicable gift instrument
indicates the donor's intention that income ofrestitutional fund shall not be
accumulated or shall not be added to the prin@p#ie fund. A restriction against
accumulation or addition to principal may not beiied from a designation of a gift as
an endowment fund, or from a direction or authdrarain the applicable gift

instrument to apply to the uses and purposes ditithe "income", "interest”,
"dividends", "currently expendable income", or 't@asues or profits", or a direction
which contains other words of similar import. Thige of construction applies to gift

instruments executed or in effect before or afterdffective date of this section.
Section 6. Investments.

In addition to an investment otherwise authorizgdblv or by the applicable gift
instrument, and without restriction to investmeafgluciary may make, the governing
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board, subject to any specific limitations settiart the applicable gift instrument or in
the applicable law other than law relating to irugents by a fiduciary, may:

(1) invest and reinvest an institutional fund ity ag@al or personal property deemed
advisable by the governing board, whether or nptatiuces a current return, including
mortgages, stocks, bonds, debentures, and othantsescof profit or non-profit
corporations, shares in or obligations of assamati partnerships, or individuals, and
obligations of any government or subdivision otiasientality thereof;

(2) retain property contributed by a donor to astitational fund for as long as the
governing board deems advisable;

(3) include all or any part of an institutional tuim any pooled or common fund
maintained by the institution; and

(4) invest all or any part of an institutional fumdany other pooled or common fund
available for investment, including shares or ie$¢s in regulated investment
companies, mutual funds, common trust funds, imeest partnerships, real estate
investment trusts, or similar organizations in vihiiends are commingled and
investment determinations are made by persons titherthe governing board.

Section 7. Delegation of authority of board.

Except as otherwise provided by the applicableigdtrument or by applicable law
relating to governmental institutions or funds, ¢fozerning board may (1) delegate to
its committees, officers or employees of the instin or the fund, or agents, including
investment counsel, the authority to act in placie board in investment and
reinvestment of institutional funds, (2) contracthindependent investment advisors,
investment counsel or managers, banks, or truspaaies, so to act, and (3) authorize
the payment of compensation for investment advisoimypanagement services.

Section 8. Administration of powers of board; lidity of members.

In the administration of the powers to appropragereciation, to accumulate income,
to make and retain investments, and to delegastment management of institutional
funds, members of a governing board shall condaey and short term needs of the
institution in carrying out its educational, rebgss, charitable or other eleemosynary
purposes, the problems peculiar to the institutisnpresent and anticipated financial
requirements, expected total return on its investmerice level trends, and general
economic conditions.

No member of the governing board shall be liabteafoy action taken or omitted with
respect to such appropriation or accumulation ¢ vaspect to the investment of
institutional funds, including endowment funds, anthe authority granted in this
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chapter, if such member shall have dischargeduhiesdof his position in good faith
and with that degree of diligence, care and sKiliolr prudent men would ordinarily
exercise under similar circumstances in a like tpwsi

Section 9. Release of restrictions imposed by iggtruments; limitations.

With the written consent of the donor, the govegriiward may release, in whole or in
part, a restriction imposed by the applicable iggtrument on the use or investment of
an institutional fund.

If written consent of the donor cannot be obtaibgdeason of his death, disability,
unavailability, or impossibility of identificatiorthe governing board may apply in the
name of the institution to a court of competenisyiction for release of a restriction
imposed by the applicable gift instrument on the aisinvestment of an institutional
fund. The Attorney General shall be notified of #mpplication and shall be given an
opportunity to be heard. If the court finds that thstriction is obsolete, inappropriate,
or impracticable, it may by order release the re&gin in whole or in part. A release
under this subsection may not change an endowraedttd a fund that is not an
endowment fund.

A release under this section may not allow a funbde used for purposes other than the
educational, religious, charitable, or other elegynary purposes of the institution
affected.

This section does not limit the application of tieetrine of cy pres.

Section 10. Application and construction.

This chapter shall be so applied and construed affdctuate its general purpose to
make uniform the law with respect to the subjedhef chapter among those states
which enact it.

Section 11. Citation.

This chapter may be cited as the "Uniform ManagedraEmstitutional Funds Law".
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Chapter 398 of the Acts of 1998
AN ACT ESTABLISHING THE MASSACHUSETTS PRUDENT INVES TOR ACT.

Be it enacted by the Senate and House of Repréisestan General Court assembled,
and by the authority of the same, as follows:

SECTION 1. The General Laws are hereby amended by inseftagchapter 203B
the following chapter:-

CHAPTER 203C. PRUDENT INVESTMENT.

Section 1. This chapter shall be known as and reayitbd as the Massachusetts
Prudent Investor Act.

Section 2. (a) Except as provided in subsectiongfustee who invests and manages
trust assets shall owe a duty to the beneficiafiestrust to comply with the prudent
investor rule set forth in this chapter.

(b) The prudent investor rule may be expandedricest, eliminated or otherwise
altered by the provisions of a trust. A trustedIsiat be liable to a beneficiary to the
extent that the trustee acted in reasonable r@iandhe provisions of the trust.

Section 3. (a) A trustee shall invest and manags assets as a prudent investor would,
considering the purposes, terms, and other ciramass of the trust, including those
set forth in subsection (c). In satisfying thisnstard, the trustee shall exercise
reasonable care, skill, and caution.

(b) A trustee's investment and management decisespecting individual assets shall
be considered in the context of the trust portfakoa part of an overall investment
strategy reasonably suited to the trust.

(c) Among circumstances that a trustee shall censidinvesting and managing trust
assets are such of the following as are relevatftetdrust or its beneficiaries:

(1) general economic conditions;
(2) the possible effect of inflation or deflation;
(3) the expected tax consequences of investmergides or strategies;

(4) the role that each investment or course obagblays within the overall trust
portfolio;
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(5) the expected total return from income and g@eciation of capital;
(6) other resources of the beneficiaries;

(7) needs for liquidity, regularity of income, apceservation or appreciation of capital;
and

(8) an asset's special relationship or specialevaliany, to the purposes of the trust or
to one of the beneficiaries.

(d) A trustee shall make a reasonable effort tdywéacts relevant to the investment
and management of trust assets.

(e) A trustee may invest in any kind of propertytygre of investment consistent with
the standards of this chapter.

(f) A trustee who has special skills or expertmeis named trustee in reliance upon the
trustee's representation that the trustee hasspeial skills or expertise, shall have a
duty to use such special skills or expertise.

Section 4. A trustee shall reasonably diversifyittvestments of the trust unless, under
the circumstances, it is prudent not to do so.

Section 5. Within a reasonable time after accemitrgisteeship or receiving trust
assets, a trustee shall review the trust assetmakd and implement decisions
concerning the retention and disposition of asgetsrder to bring the trust portfolio
into compliance with the purposes, terms, and theraircumstances of the trust, and
with the requirements of this chapter.

Section 6. A trustee shall invest and manage tls &ssets solely in the interest of the
beneficiaries.

Section 7. If a trust has two or more beneficiariles trustee shall act impatrtially in
investing and managing the trust assets, takirggaotount any differing interests of
the beneficiaries.

Section 8. In investing and managing trust assetsistee shall incur only costs that are
appropriate and reasonable in relation to the sistdet purpose of the trust, and the
skills of the trustee.

Section 9. Compliance with the prudent investoe sHall be determined in light of the
facts and circumstances existing at the time afistée's decision or action.

Section 10. (a) A trustee may delegate investmathih@anagement functions if it is
prudent to do so. A trustee shall exercise readertane, skill and caution in:
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(1) selecting an agent;

(2) establishing the scope and terms of the detagatonsistent with the purposes and
terms of the trust; and

(3) periodically reviewing the agent's actions rdey to monitor the agent's
performance and compliance with the terms of tHegagion.

(b) In performing a delegated function, an ageatlsiwe a duty to the trust to exercise
reasonable care to comply with the terms of thegidlon.

(c) A trustee who complies with the requirementsudfsection (a) shall not be liable to
the beneficiaries or to the trust for the decisionactions of the agent to whom the
function was delegated.

(d) By accepting the delegation of trust functifnosn the trustee of a trust that is
subject to the laws of the commonwealth, an agentngs to the jurisdiction of the
courts of the commonwealth.

Section 11. The following terms or comparable lagguin the provisions of a trust,
unless otherwise limited or modified, authorize anestment or strategy permitted
under this chapter and shall not be interpretdskta restriction, elimination, or other
alteration of the prudent investor rule for purmeésubsection (b) of section 2:

"investments permissible by law for investmentrast funds”, "legal investments”,
"authorized investments”, "using the judgment aa@ ecinder the circumstances then
prevailing that persons of prudence, discretion, iatelligence exercise in the
management of their own affairs, not in regardaecsilation but in regard to the
permanent disposition of their funds, considerimgprobable income as well as the

probable safety of their capital”, "prudent maretul'prudent trustee rule", "prudent
person rule", and "prudent investor rule".

Approved December 4, 1998.
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Options for Enabling Resolutions
for
Establishing an Endowment Fund

Nota bene A set of brackets like thi$ enclose areas where you should include
language appropriate to your particular fellowstigongregation. Where there are
options to choose from, each option is encloselimwlbirackets like thi§} and
introduced with the worddption’ italicized.

Amendment to Congregational Bylaws

An Endowment Fund, whose purpose, governance, p@cional procedures shall be
defined by special resolution adopted by the caygjren, shall be established.

A. RESOLUTION TO IMPLEMENT THE
ENDOWMENT FUND

WHEREAS, stewardship involves the faithful managetwé all the gifts we have
been given--time, talents, the created world andeypincluding accumulated,
inherited and appreciated resources; and

WHEREAS, we can support the religious mission andkvof this congregation
through transfers of property (cash, stocks, boredd,estate), charitable bequests in
Wills, charitable remainder and other trusts, pdaeome funds, charitable gift
annuities, and assignment of life insurance aricereéent plans; and

WHEREAS, it is the desire of the congregation tocemage, receive, and administer
these gifts in a manner consistent with the loyaltg devotion expressed by the
grantors and in accord with the policies of thisgegation:

THEREFORE BE IT RESOLVED, that this congregationjannual] meeting
assembled on [date],approve and establish on toed® of the congregation a new and
separate fund to be known as THE [name of yourwntnt fund in all caps],
(hereafter called the “FUND");
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BE IT FURTHER RESOLVED, that the purpose of thisNfJis to enhance the
mission of [name of congregation] apart from theegal operation of the congregation;
that no portion of distributions from the FUND dha# used for the annual operating
budget of the congregation;

{Option A that only in particular, temporary, difficult cumstances, and
where integrity of gift restrictions permit, maydftongregation, by
action in meeting assembled, use FUND distributiongts own
operating or support services;

Option B that no more than 10% of the annual operatingybtudf the
congregation may be funded by distributions fromBUND, except in
particular, temporary, difficult circumstances...(tooed as irOption A
above)}

and that, except where specifically authorized mtise in the terms of a gift,
distributions from the FUND will be made annuallyamounts not to exceed 5% of
the average fair market value of the FUND overgfevious thirteen quarters;

BE IT FURTHER RESOLVED, that the Endowment Fund @uttee (hereinafter
called the “COMMITTEE") shall be the custodian b&tFUND;

BE IT FURTHER RESOLVED, that the following Plan ©peration sets forth the
administration and management of the FUND.

B. PLAN OF OPERATION

1. The Endowment Committee

The Endowment Committee (hereafter, the “COMMITTE&Hall consist of
five (5) members, all of whom shall be voting mensbaf (hame of congregation).
Except as herein limited, the term of each memball be three (3) years. The minister
and the president/vice president of the Church @ehall be advisory members of the
COMMITTEE.

Upon adoption of this resolution by the congregatibshall elect five (5)
members of the COMMITTEE: two (2) for a term ofdhr(3) years; two (2) for a term
of two (2) years; and one (1) for a term of oney@gr. Thereafter, at each annual
meeting, the congregation shall elect the necessanper for a term of three (3) years.

No member shall serve more than two consecutieetiiear terms. After a
lapse of one (I) year, former COMMITTEE members rhaye-elected.
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The Board of the congregation shall nominate newbess for the
COMMITTEE and report at the annual congregationaétimg in the same manner as
for other offices and committees.

In the event of a vacancy on the COMMITTEE, the @aghall appoint a
member to fill the vacancy until the next annuaktimey of the congregation, at which
time the congregation shall elect a member tolfdlfe term of the vacancy.

The COMMITTEE shall meet at least quarterly, or enfsequently as deemed
by it in the best interest of the FUND. A quorunaklconsist of three (3) members. A
majority present and voting shall carry any motiomesolution. The committee shall
elect from its membership a chairperson, finareggretary and recording secretary.
The chairperson, or member designated by the arawmp, shall preside at all
committee meetings.

The recording secretary shall maintain completeanutirate minutes of all
meetings of the COMMITTEE and supply a copy theteaddach member of the
COMMITTEE. Each member shall keep a complete cdpyiautes to be delivered to
her or his successor. The secretary shall alsdysapmpy of the minutes to the Church
Board.

The financial secretary shall assist the congregatitreasurer in maintaining
complete and accurate books of accounts for the-did shall submit to the
treasurer on behalf of the COMMITTEE written redsdsr checks payable from the
FUND and shall sign all other necessary documemtsetalf of the congregation in
furtherance of the purposes of the FUND.

{Option A The financial secretary shall sign all checkgatée from the
FUND in amounts no greater than $250.00. Two ai#bd signatures
are required for greater amouihts.

The books shall be audited annually by a certifieldlic accountant or other
appropriate person who is not a member of the COMME. The COMMITTEE shall
report on a quarterly basis to the Board and, @t eanual or special meeting of the
congregation, shall render a full and complete teddaccount of the administration of
the FUND during the preceding year.

The COMMITTEE may request other members of the ceggfion to serve as
advisory members and, at the expense of FUND (takemthe annual distribution
amount OR undistributed capital appreciation), m@yide for such professional
counseling on investments or legal matters asdtrdeto be in the best interest of the
fund.

Members of the COMMITTEE shall not be liable foydasses which may be
incurred upon the investments of the assets cdFED except to the extent that such
losses shall have been caused by bad faith or gezggience. No member shall be



March 2008 UUA Endowment Fund Guide 41

personally liable as long as she or he acts in gaitid and with ordinary prudence.
Each member shall be liable only for his/her owhfwimisconduct or omissions and
shall not be liable for the acts or omissions of atther member. No member shall
engage in any self dealing or transactions withR&ID in which the member has
direct or indirect financial interest and shalbiittimes refrain from any conduct in
which her or his personal interests would confiih the interest of the FUND.

All assets are to be held in the name of the [nahoengregation] [name of the
Endowment Fund].

Recommendations to hold, sell, exchange, rente]e¢emsfer, convert, invest,
reinvest, and in all other respects to manage antta the assets of the FUND,
including stocks, bonds, debentures, mortgagessnot other securities, as in their
judgment and discretion they deem wise and pru@deetio be made by the
COMMITTEE for approval by the Church Board, withbsequent execution by the
delegated member of the COMMITTEE.

2. Distributions

The COMMITTEE shall abide by and keep a recorchefterms and restrictions
of all gifts to the FUND and shall determine whaprincipal and income according to
accepted accounting procedures.

{Option A Lifetime and testamentary unrestricted giftshte FUND
shall accumulate until a fair market value of $__is achieved, after
which annual distributions may commence. Howevsoukl the fair
market value of the FUND subsequently decline $3s kan

$ , distributions shall be made only up@rBamajority vote
of approval from the congregation.

Option B Lifetime and testamentary gifts to the FUND slaai¢umulate
for (X) years, after which annual distributions ncynmence.

Option C Distributions from the FUND shall be made anngalhd at
such other times as deemed necessary and/or &sibtcomplish the
following purposes:

Option C1 One-third (1/3) for the physical plant of [nanfe o
congregation], such as but not limited to mainteeanf buildings,
capital improvements or renovations, or debt radact

One-third (1/3) for outreach into the communityluding, but not
limited to, grants to UU camps and conferencesltiigcal schools,
local social service agencies or institutions tacktihis
congregation relates, and to special programs degifpr those
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persons in our community who are in spiritual ané@nomic
need; and

One-third (1/3) for the wider mission of Unitaribimiversalism,
including, but not limited to, grants to the UUA feew church
development; leadership training; community andcational
ministries; world mission; capital financing; scahips or grants to
members of [name of congregation] for the purpdsstending
college, theological, nursing, or medical schoot;#U-related
camping or leadership conferences; or such otharimig which
enables members of this congregation to grow th fand service to
Unitarian Universalism.

Option C2 One-quarter (1/4) for the physical plant of (nawhe
congregation), such as but not limited to mainteeasf buildings,
capital improvements or renovations, or debt radact

One-fourth (1/4) for scholarships or grants to merslof (name of
congregation) for the purpose of attending colléigeological,
nursing or medical school; for UU-related campindeadership
conferences; or such other training which enablesibers of this
congregation to grow in faith and service to UnaarUniversalism;

One-fourth (1/4) for outreach into the communitgluding, but not
limited to, grants to UU camps and conference eentkeological
schools, social service agencies or institutionshah this
congregation relates, and to special programs degifpr those
persons in our community who are in spiritual ané@nomic
need; and

One-fourth (1/4) for the wider mission of the UUA®me and
overseas, including, but not limited to, grantsht® UUA for new
church development, professional leadership, eductministries,
world mission, and capital financig.

Programs for support shall be recommended by thelKZIDTEE and approved
by the Board for funding. Suggestions or request$unding are to be submitted to the
COMMITTEE by (month and date) of each year.

3. Amending the Resolution

BE IT FURTHER RESOLVED, that any amendment to tesolution, which will
change, alter or amend the purpose for which thd[Fi$ established shall be adopted
by a two-thirds vote of the members present atnaua meeting called specifically for
the purpose of amending this resolution.
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4. Disposition or Transfer of FUND

BE IT FURTHER RESOLVED, that in the event [namecohgregation] ceases to exist
either through merger or dissolution, dispositiotransfer of the FUND shall be at the
discretion of the Church Board in conformity witretapproved congregational
constitution and in consultation with the Unitaridniversalist Association.
Consultation with the Association may also be @éxde for continuation of [name of
endowment fund] obligations to grantors of gifts.

C. ADOPTION OF RESOLUTION

This resolution, recommended by the Church Boaddamtepted by the congregation
at a legally called congregational meeting, is bgidopted.

By
[Name of Congregation] President

and Secretary

Dated this day of 200
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Sample Endowment Document

I. The church shall have a separate Endowmerddora the long range financial future
of the church, to help the church manage and saififancial emergencies, and to fund
capital needs and special projects that furthentission of the church.

Il. The Endowment shall be governed by an Endowr@@mmittee, which shall serve
as the custodian of the Endowment Investment asttiBution Policy passed by a vote
of two-thirds of the members of the congregatiorhjs policy shall provide for the
protection of the corpus of the Endowment overlding term and shall require the
Committee to exercise the utmost of care to reghecintegrity of restrictions placed
on any gift to the Endowment.

l1l. The Endowment Committee shall consist of threembers of the congregation.
Except in the initial election, when shortened temmill enable a staggered rotation of
members, the term of each Committee member wilhbee years. No member may
serve more than two consecutive 3-year termserAftapse of one year, former
Committee members can be re-elected. No membesarag on the Endowment
Committee while also serving on the church goveymoard or as an elected officer of
the congregation.

IV. A unanimous vote of the members of the Endown@ommittee is needed to carry
any motion or resolution. The Committee shall efiscown chairperson. The
Committee shall report to the Board on a quartealsis and provide a written report to
the congregation at the annual meeting.

V. The Endowment Committee is empowered, actinguiph its elected chair, to hold,
sell, exchange, rent, lease, transfer, convergstveinvest, and in all other respects
manage and control the assets of the Endowmentigmiro the Endowment
Investment and Distribution Policy. The Commitsdll act in its sole judgment and
discretion as it deems wise and prudent, withodh&r approvals.

VI. Committee members shall not be liable for &gses incurred by the Endowment
except to the extent that such losses arise aattefor omissions of willful misconduct
or gross negligence. Each member shall be liavlbit/her own acts and omissions of
willful misconduct or gross negligence and nottfog acts or omissions of other
members. No member of the Committee shall engageay self-dealing or
transactions with the Endowment in which the memibas direct or indirect financial
interest. Members shall refrain at all times froomduct in which his/her personal
interests would conflict with the interest of thedéwment.
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ENDOWMENT INVESTMENT AND DISTRIBUTION POLICY:

This sample Policy is intended to reduce use afiags from endowment for the
general operations of the church over a five yaaetperiod. The Policy also provides
for continued growth of the endowment principalibyiting the amounts available for
distribution to a small portion of the total asseiger a three year average.

A. General

1. The Committee shall invest the assets of tra#ment with the objective of
earning an average annual total return of eightvédve percent consistent with
moderate risk. The Committee shall endeavor tosntree assets of the Endowment in
a socially responsible manner. It is intended thasonable restrictions placed on any
gift by the donor will be faithfully followed, subgt to the Committee’s determination
of the integrity and best interests of the Endowimen

2. In order to protect and preserve the corpue@Endowment over the long term, the
Committee shall not distribute more than four petqeer year of the total market value
of the assets, as determined by the average tat&letvalue on the last business day of
each of the four immediately preceding calendartgua If less than four percent is
distributed in one year, the Committee may distelmore than four percent in a
subsequent year, as long as the distributions tlexu®ed four percent on a cumulative
basis.

3. The Committee may provide for such professiaoahsel on investments or legal
matters as it deems best, and it may incur reag®eapenses in the execution of its
duties. The expenses shall be paid from the Endowm

4. All members of the congregation are encouragexhsider leaving a bequest of at
least five times their annual pledge to the Endoninretheir wills. This Endowment

Investment and Distribution Policy may be amenddgl by a two-thirds majority vote
of the congregation.

B. Three Funds

The Endowment shall be composed of three funds;iwmiay be co-mingled for ease

of investment management. The Committee shallratglg account for each of these
funds, attributing to each its proportionate stadrehanges in investment values, as
well as recording gifts to and distributions froachk of the funds. The distribution

limit outlined above shall be applied on a fundiloyd basis. The use to be made of the
allowed distribution from each of the three funsislétermined by the congregation as
part of its customary budgeting process. Gifts laaguests to the Endowment may be
designated for any of the three funds. Undesigngifesishall be deposited to the
Unrestricted Reserve Fund.
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The three funds are established as follows:

1. Fifty percent of the initial assets of the Ewdtent shall be allocated to the
Unrestricted Reserve Fund.

2. Thirty percent of the initial assets of the Bwthent shall be allocated to the

Building Reserve Fund.

3. Twenty percent of the initial assets of the @machent shall be allocated to the

Social Outreach and Service Fund.

C. Unrestricted Reserve Fund

1. Distributions from the Unrestricted Reserve dramy be used for any purpose to
further the work of the church, but shall not bedufor the ordinary and customary
operating expenses of the Church, except as provid®w.

2. Distributions from the Unrestricted Reserve Fung i@ used for the ordinary and
customary operating expenses of the Church oniglsvs:

a. $10,000 maximum distribution in the first yeéthis Policy;

b. $8,000 maximum distribution in the second yeahis Policy;

c. $6,000 maximum distribution in the third yeéthis Policy;

d. $4,000 maximum distribution on the fourth yefthis Policy;

e. $2,000 maximum distribution in the fifth yexdithis Policy.
In subsequent years, any distribution from the smicted Reserve Fund for the
ordinary and customary operating expenses of thechhwill require a two-thirds
majority vote of the congregation.

3. In addition to the distributions provided fdrose, and upon the request of the
Treasurer, the Committee may from time to time loaney from the Unrestricted
Reserve Fund to the church to help manage tempoaatyflow needs caused by
month to month variations in the collection of gled and other gifts on such terms and
at such rates of interest and in such amountsea€dmmittee deems appropriate.

D. Building Reserve Fund

1. Distributions from the Building Reserve Funalsbnly be used to help pay for
major capital expenditures and significant improeeftrprojects related to the church’s
buildings and real property, including grounds &mtiscaping, over and above regular
maintenance.

2. In addition to the permitted distribution, tGemmittee may from time to time loan
money from this Building Reserve Fund to the chucchelp advance a particular
improvement project on such terms and at such ddtiederest and in such amounts as
the Committee deems appropriate.
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E. The Social Outreach and Service Fund

1. Distributions from the Social Outreach and &er¥und shall only be used to
further the church’s mission of supporting indivadiand collective service to the larger
community. This fund is not intended to suppotivates for the church community
itself, but is intended for social responsibilifjoets in the broader community at large.

2. In addition to the permitted distribution, amidh the approval of the congregation,
the Committee may make direct investment of notentban 20% of the assets in the
Social Outreach and Service Fund in housing, sseialice, or community or
economic development activities in furtherancehefmission of the church and the
purpose of this Fund.
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