FINAL 5.28.2026

TOTAL RETURN SPENDING POLICY - PRIVATE FAMILY ENDOWMENTS

Annual distributions for each private family endowment shall equal 5% of the rolling
twelve-quarter (36-month) average fair market value of the fund, calculated as of
December 31 of the preceding year.

Key features:

e Spending rate: 5%

¢ Calculation method: Rolling 12-quarter average market value

¢ Uniform application across private family endowments unless otherwise restricted
e Board authority to adjust in extraordinary circumstances

This structure reflects common institutional practice among colleges, universities, and
foundations nationwide [3][4].

RATIONALE FOR 5% SPENDING RATE
A 5% spending rate:

¢ Aligns with the nationally observed 4%-5% range [3].

e Balances current grantmaking with long-term corpus preservation.
e Supports inflation-adjusted sustainability.

e Provides predictable annual grantmaking capacity.

e Reduces volatility through multi-year averaging.

The rolling 12-quarter smoothing mechanism mitigates the impact of short-term market
fluctuations and stabilizes grant budgets.

BENEFITS OF ADOPTION

e Strengthened Governance.

e Clarifies interpretation of ambiguous “income” language.
e Establishes uniform administrative practice.

¢ Reduces discretionary inconsistency.

Financial Stability

e Smooths annual distributions.
¢ Avoids over-distribution in high-yield years.
e Reduces volatility in low-yield periods.

Long-Term Sustainability
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¢ Aligns and protects investment and spending strategy.
¢ Reflects state and nationally recognized best practice [3][4].

Risk Reduction

e Aligns explicitly with UPMIFA [1][2].
e Minimizes legal ambiguity and enhances audit clarity.
¢ Demonstrates modern fiduciary stewardship.

UPON BOARD ADOPTION:

Administrative Integration: Apply formula beginning with the next fiscal year distribution
cycle.

Donor Communication: Provide clarification emphasizing stewardship, sustainability, and
alignment with modern fiduciary standards.

CONCLUSION

This proposal represents a governance modernization initiative grounded in established
law and national best practice. By adopting a Total Return Spending Policy for Private
Endowments, the Board will strengthen fiduciary clarity and protect the long-term grant-
making power of private family endowments.
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