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Endowment 

An endowment is created by a donor from a gift containing a legal stipulation that the original gift may 
never be expended. These gifts are held and invested in perpetuity by the Fort Lewis College Foundation 
(the Foundation) for the purpose of generating a permanent expendable income stream from the return 
on the gift for the purpose the donor desires. 

Endowment gifts to the Foundation are placed in a pooled fund for investment and oversight purposes. 
A pool of assets provides more options for investment, stronger diversification, and lower management 
fees. The market performance of the pool is allocated between all the accounts proportionately, so they 
all share equitably in the gains or losses. 

The two key components of the endowment spending policy are to preserve the purchasing power of 
ǘƘŜ ŀǎǎŜǘǎ όάLƴǘŜǊƎŜƴŜǊŀǘƛƻƴŀƭ 9ǉǳƛǘȅέύ ŀƴŘ ǘƻ ǇǊƻǾƛŘŜ ŀ ǇǊŜŘƛŎǘŀōƭŜ ŀƴŘ ǎǘŜŀŘȅ ǎǳǇǇƻǊǘ ŦƻǊ ǇǊƻƎǊŀƳǎ 
(e.g., scholarships, programs, awards). Returns over time should be equal to the spending rate plus a 
consideration of inflation as well as any expenses. 

The Investment and Finance Committees recognize that decisions to spend or accumulate endowment 
funds must be made in good faith, with the care that an ordinary prudent person in a like position would 
exercise under similar circumstances, and take into consideration such factors as follows: 

• Duration and preservation of the endowment fund; 

• The purposes of the institution and the endowment fund; 

• General economic conditions; 

• The possible effect of inflation or deflation; 

• The expected total return from income and the appreciation of investments; 

• Other resources of the institution; and 

• The Investment Policy statement 

Spending Calculation 
The Spending Rate is calculated by taking four (4) percent of a three-year rolling average of the market 
value of the eligible endowments in the investment pool for the period ending December 31, 20XX.  

Calculation Steps 
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1. Compute the average market value of all endowments in the investment pool at December 31st 

for the previous three years. (i.e., l aggregate 3 years market value divided by 3). 
2. Multiply the reinvestment fee percentage (1.5%) by the current year market value and subtract 

this amount to determine the new  market value base. 
3. Multiply the market value base by four (4) percent to determine the total spending payout 

available. 
4. This total is allocated to each eligible endowment fundΩs spendable account based on their pro-

rata share of the total endowment pool. 
5. To calculate the spending rate, multiply the average by four (4) percent and divide by the 

December 31 market value to get the spending rate.  Once calculated, the rate should be no 
more than 4.5% or no less than 3% of the moving average market value. 

Underwater Endowment Spending 

The spending calculation has been established to provide predictable and consistent 
endowment distributions through most investment market cycles. Distributions from 
underwater endowments, if approved and allowed per the gift agreement, will be as allowed by 
the Uniform Prudent Management of Institutional Funds Act (UPMIFA) and Colorado State Law, 
C.R.S. 15-1-1101. The Investment Committee will review the underwater status on an annual 
basis and if during a sustained period of negative returns, may recommend additional 
limitations to underwater spending. See appendix for details. 

Endowment Administrative Fee 

A one and one-half percent endowment fee will be 
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Donor Intent 

The Foundation recognizes that donor intent is paramount and any restrictions or limitations in the gift 
agreement, or in writing from the Donor, shall be followed regardless of the Foundation Endowment 
Spending Policy. This is in accordance with Colorado state statute C.R.S. 15-1-1104. 

Unused Distributions 

Earnings beyond the amount needed for spending are referred to as excess returns and are added back 
to principal and reinvested in the long-term pool to promote growth and protect against inflation for 
future programs.  These excess returns are also used to provide funding for future spending budgets in 
down investment performance periods. 
In the event of a major disaster or other serious and urgent need, additional distributions may be made 
as approved by the Board after consultation with the Investment and Finance Committees. 

In a prolonged down market, the Investment and Finance Committees reserve the right to review this 
policy and make appropriate recommendations of adjustments to the endowment spending policy for 
board approval, if necessary. 

Non-Endowed and Other Funds 

Fundraising efforts generate non-endowed gifts from various donors.  In addition, other non-endowed 
assets are held including spending payouts and reserves.  Together, these assets comprise the Non-
Endowed Fund.  Two primary objectives shall be considered in the management of Non-Endowed Funds: 

1. Preservation of principal to ensure the Foundation can satisfy its obligations to the College. 
2. Generate modest income to provide operations support to the Foundation and provide 

potential funding for College initiatives. 

A percentage of the Non-Endowed Funds market value is disbursed to support Foundation operations.  
The percentage is not to exceed 5.0% and is calculated by the (Treasurer, or designee, December 31). 
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Appendix 
If the endowment pool market value is at 90% of historic value for a 2nd year, consider the following 

options: 

1. Cut the payout rate to 2% for the entire pool. 

2. Look at individual endowment accounts that are underwater and suspend payout. 

3. Calculate payout at the normal rate and half.  Inform departments of the 2% payout and then 

reevaluate in June to see if the market value has recovered above 90%.  If it has, then allocate 

the remaining 2%. This would be a challenge for departments who have already awarded 

scholarships so you would need to encourage them to make additional awards. 

4. Review individual endowed accounts to determine annual spending levels.  If there is a cash 

reserve equal to two years annual spending, suspend payout for a year until the fund market 

value is back above 90% of historic value. 


	Endowment
	Spending Calculation

	Appendix



