
Introduction to Charter Revisions 
 

Revisions to the Endowment Fund Charter are long overdue. There has 

been only one significant amendment since the Charter was adopted in 

1992.  

 

Therefore, there are many proposed changes to be put before the 

Congregation at the 2022 Congregational Meeting on Sunday, June 12. 

Some of these amendments are quite significant. We believe, however, that 

the proposed changes not only clarify and strengthen the checks and 
balances that can be found in the current Charter, but also put the TVUUC 

Endowment Fund on a much more solid footing for the future. 

 

Most changes fall into three categories:  

1) Tweaks to routine committee operations, such as increasing 

flexibility on who can sign checks;  

 

2) Clarifications, e.g., rewording the “checks and balances” 

provisions to clarify that decisions to make distributions and loans 

from the Endowment Fund originate with the Endowment Fund 

Committee, with ultimate approval required by the Board; and 

 
3) Fundamental changes brought about by state law and the 

modern portfolio theory approach to managing invested funds.  

 

This memo will focus on the fundamental changes. Scott Griswold of Long, 

Ragsdale & Waters, a trust and estates attorney retained by the Endowment 

Fund Committee, has confirmed that our Endowment Fund is governed by a 

2007 state law — the Uniform Prudent Management of Institutional Funds 

Act (UPMIFA) — whose provisions we can and should incorporate into the 

Charter.  

 

In part because UPMIFA does so, we are proposing to drop references to the 

term “principal” and most references to the term "income.” This is a notable 

change mainly because of everyone’s familiarity with and everyday use of 
the term “principal.” However, there are several problems with these 

concepts in the current Charter and in the management of the Endowment 

Fund. 

 

1) It would be difficult if not impossible for the EFC to go back and 

research how much of our Endowment Fund constitutes the “principal.” 

Is it the original dollar value (ODV) of the hundreds of donations 

received over a 30-year period? Is it the ODV plus enough capital 

gains to preserve the buying power of all the original donations, 



adjusted for inflation? Is it ODV plus all capital gains, realized and 

unrealized? The term is not defined in the current Charter. 

 

2) You can see the difficulty. Per the current Charter, if the Board were to 

ask the EFC to distribute some amount of the “principal” for some 

emergency purpose, it would be virtually impossible to determine  
what is principal and what is not. It would be equally impossible to 

determine if a large distribution were raiding the principal or not. 

 

3) The current Charter talks about paying professional fees from “income” 

and making distributions (for projects) from “income.” Income from 

equity and bond investments generally is considered to consist of 

interest and dividends. However, the Charter does not define income 

either. Moreover, not since the EFC began making distributions in 2016 

has it used income to determine how much money should be available 

for projects and programs. Instead, we have used the “Harvard 

method” to calculate a percentage of the fair market value of the Fund 

averaged over the previous thirteen quarters.  
 

Instead of principal, UPMIFA utilizes the concept “donor-restricted assets,” 

which consist of an endowment fund’s entire portfolio, except for a portion 

that may be distributed annually for use by the nonprofit. This law came 

about for many reasons, including the difficulty faced by endowment funds 

in trying to utilize income (interest and dividends) for current needs while 

also growing the endowment portfolio over time.  

 

The difficulty was this: Investment strategies that maximize long-term 

growth (capital gains) may avoid investments that produce dividends and 

interest. On the other hand, strategies that favor income-producing stocks 

can result in slower growth of the portfolio over time.  

 
The more modern approach is an investment strategy that emphasizes long-

term growth while drawing down a prudent percentage of the portfolio’s total 

market value to fund current needs. This investment and distribution 

approach — taking a small percentage of a rolling average of the endowment 

fund’s total market value — is also embodied in the concept of a unitrust, 

which is explained very well in this article: What Is A Unitrust and Why Use It? 
(dbfazlaw.com). 

 

We have used this same approach since 2016 and propose to continue using 

it under the proposed new Charter — but with additional safeguards and 

“duty of care” requirements for both the EFC and the Board. 

 

https://www.dbfazlaw.com/what-is-a-unitrust-and-why-use-it/
https://www.dbfazlaw.com/what-is-a-unitrust-and-why-use-it/


As custodians of the Fund, the EFC is charged with preserving and growing 

everyone's original donations, not only for the benefit of the current TVUUC 

(via annual distributions) but also for the future TVUUC (via growth of the 

invested donations). We remain committed to this balanced approach while 

honoring the wishes of past, current, and future donors to leave a legacy to 

their church community. 
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