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POLICY NAME:
Endowment Fund Policy

PURPOSE:
The purpose of an “endowed fund” is to provide a regular benefit, at least annually, in perpetuity.  This requires preservation of the principle (corpus), offset of inflation and payment of costs associated with the administration of the fund.  

PROCEDURE/SCOPE:
In order to meet these requirements, the Los Medanos College (LMC) Foundation has determined that a minimum principle amount of $5,000 is necessary for a fund to become “endowed.”

As a general practice the Foundation will retain all earnings within the fund until the fund balance reaches this minimum principle amount.  During this time of “growth to endowed status,” the earnings will be used to build the corpus and pay costs associated with the administration and development of the fund.

The Foundation desires that all donors building endowed funds make continuous contributions, at least annually, until the minimum balance is achieved, with a goal of attaining the minimum balance within five years.  When an endowment growth program is begun, the donor should select one of the options below to guide disbursement of the fund should it not reach endowed status within five years:

1. The fund balance should become part of the Foundation’s general endowment

2. The fund balance shall become part of the following named endowment fund _________________________________

3. The fund balance shall become part of the Foundation’s general fund earmarked for ___________________ (i.e. equipment, student travel)

4. The fund balance shall be annuitized and disbursed for scholarships or ___________________ (i.e. equipment, faculty training, special programs) over ______years.

The Foundation is committed to working with donors to develop a mutually acceptable plan for establishing the endowment at the minimum level.  If, however, no contributions are made for three consecutive years during the growth period, the Foundation may elect to use the funds according to the option selected by the donor at the time the fund was begun.  Such a decision will be discussed with the donor or heirs and the donor or heirs will be notified of the Foundation’s decision.

General Fund Endowment Objectives

General Fund endowment Purpose

The purpose of General Fund Endowment funds raised for Los Medanos College Foundation is to provide a consistent source of income which provides for the organization’s ongoing annual funding needs.  The investment management of Los Medanos College Foundation’s General Fund endowment is directed toward maximizing the return on principal while maintaining prudent fiscal guidelines.

Investment Management

The overall objectives of General Fund Endowment investments are as follows:

· Generation of a consistent and stable flow of income for Los Medanos College’s Foundation ongoing operating and special program purposes.

· Appreciation and growth of endowment for the long-term benefit of the LMC Foundation.

The management of the Los Medanos College Foundation’s endowment will be guided by the following:

· A long-term rather then short-term investment approach will be applied, and to the extent possible, high-risk securities will be avoided.

· The goal for total annual rate of return on endowment will be a minimum established by the Finance Committee and in all cases exceed the anticipated inflation rate.

· An annual budget will be developed for the expenditure of endowment income.  This budget will take into consideration the impact of inflation on the endowment corpus and the continuing need to enlarge the endowment corpus.

· The management of endowment income will take into consideration the near – and long-term financial needs of the LMC Foundation, but will not be governed by Los Medanos College Foundation’s short-term spending needs.

· With the exception of gift instruments, which require special management, either by nature of the instrument or as specified by law, all General Fund endowment gifts will be pooled for the purpose of investment.

General Fund Endowment Policies

General Fund Endowment Type

The Los Medanos College Foundation’s General Fund Endowment objective is to support the annual ongoing funding needs, thereby ensuring the organization’s existence and growth.  It will be maintained as a “true” endowment fund.  This form of endowment dictates that ONLY the income (as defined below) can be expended for the above-stated purpose, with endowment corpus preserved intact in perpetuity.

The Los Medanos College Foundation Board, on the Finance Committee’s recommendation, may wish to allocate unrestricted gifts or other funds to endowment at any time.

Definition of General Fund Endowment Income

General Fund endowment income is defined as annual investment yield referenced in “generally accepted accounting principles.”

Use of General Fund Endowment Income

The use of General Fund Endowment income will be governed by the following guidelines:

· Undesignated gifts will remain in the General Fund Endowment with the resulting income applied by Los Medanos College Foundation to the area of greatest and most immediate need.

· In those cases in which generated income from General Fund Endowment is greater than funding need, the income will be returned to General Fund endowment principal or reallocated as deemed necessary and appropriate by the LMC Foundation.

Use of General Fund Endowment Income

Under no circumstances will the General Fund Endowment corpus be expended.

General Fund Endowment Oversight

Oversight of Los Medanos College Foundation’s General Fund Endowment rests with the Los Medanos College Foundation Board.  Adherence to Board approved endowment policies and investment management guidelines are the responsibility of the Finance Committee.  The Los Medanos College Foundation Finance Committee will carry out their responsibilities in the following manner:

· Review annually Los Medanos College Foundation’s “Endowment Finance Policies and Guidelines” and make any recommendations for modification as deemed appropriate to the full Board for approval.

· Monitor investment results for performance and adherence to Los Medanos College Foundation’s investment policy guidelines, including criteria for investment income, and report the results to the LMC Foundation Board.

· Review and assess any special endowment use requests, and make recommendations to the full Board for final approval.

Naming Opportunities for General Fund Endowment Gifts

The minimum gift-naming opportunity is $5,000.  This is compatible with existing naming opportunities for scholarship endowments.  The minimum gift amount may be increased from time to time on the recommendation of the Finance Committee and the approval of the LMC Foundation Board.

As needed, additional General Fund Endowment donor recognition categories will be developed by staff for the recommendation of the Finance Committee and the approval of the LMC Foundation Board.
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