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Line-by-Line Proposed Revisions 
TVUUC Endowment Fund Charter 

 

The Endowment Fund Committee is proposing a major overhaul of the 
Endowment Fund Charter. A “clean” copy of the proposed new Charter and 
related documents are available on the Endowment Fund Website.  
 
For those who wish to get into the nitty-gritty, this document displays the line-by-
line revisions.  

• The words of the current Charter are reproduced below in a black font.  

• Proposed deletions are marked with a double strike-through.  

• Proposed substitute wording and new wording are displayed in red.  

• Explanatory notes are colored blue. 
 
For clarity, the order of some paragraphs has been changed from the current 
Charter. Some of the larger sections in the original have been broken up into 
smaller paragraphs. Finally, in reference to the Endowment Fund Committee, the 
word “Committee” has been replaced throughout this document with “EFC.” 
 
 
 

CONTINUED ON NEXT PAGE 
  

https://tvuuc.org/contributions/endowment/proposed-endowment-fund-charter/
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THE TENNESSEE VALLEY UNITARIAN UNIVERSALIST CHURCH 
ENDOWMENT FUND (as amended through 2007 

with one* revision approved at the May 20, 2012, Congregational Meeting) 
 

ENDOWMENT FUND CHARTER 
Tennessee Valley Unitarian Universalist Church 

(As amended through _____ 2022) 
 

WHEREAS, the Congregation of the Tennessee Valley Unitarian Universalist Church 
(the "Congregation" and “TVUUC”) wishes to secure the continuing presence of TVUUC 
well into the future, and to ensure that Unitarian Universalist principles are held up and 
applied in the Knoxville region in perpetuity; and 
     

This additional “whereas” articulates the overarching inspiration and 
rationale for the Endowment Fund. The phrase “in perpetuity” 
underscores the fact that the Fund is a permanent endowment. 

 
WHEREAS, the Congregation of the Tennessee Valley Unitarian Universalist Church 
(the "Congregation") recognizes that its continuing work and presence in the Knoxville 
community recognizes that these long-term goals can best be supported through 
bequests in wills, creation of charitable remainder trusts, charitable gift annuities, 
assignment of life insurance, and transfers of property, including cash, stocks, bonds, 
real estate, and works of art; and 
 
WHEREAS, the Congregation desires to encourage, receive and administer these gifts 
in a manner consistent with the loyalty and devotion expressed by the donors and in 
accordance with the policies of the Congregation; and 
 
WHEREAS, the Congregation wishes to dedicate, when prudent, distributions from the 
investments of these gifts for special projects and programs each year,  
 

This makes it clear that annual distributions (when prudent) are a 
key component of the Endowment Fund. 

 
NOW, THEREFORE, The Tennessee Valley Unitarian Universalist Church Endowment 
Fund (the "Fund") is hereby established. 
 

Definitions 
 
Gift Instrument — A written record or records under which property is granted to, 
transferred to, or held by the TVUUC Endowment Fund.  
 
Record — Information that is inscribed on a tangible medium or that is stored in an 
electronic or other medium and is retrievable in perceivable form.  
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Article I 
Endowment Fund Committee 

 
An Endowment Fund Committee (the “Committee” “EFC”) consisting shall consist of 
seven members, all of whom shall be voting members of the Congregation, shall be 
elected for terms of three years. serving staggered, three-year terms.  
 
A. Membership 
The first five members shall be elected by the Congregation at the meeting at which this 
Fund is established to serve the following terms: Two members shall be elected to 
serve for a three year term; two members shall be elected to serve for a two year term, 
and one member shall be elected to serve for a one year term. Thereafter,  

This language was in the original Charter and is now moot. 
 
1. Nomination. Each year, the EFC shall contact the Nominating Committee of the 
Congregation, informing that committee of the seats on the EFC that need to be filled 
and the specific talents needed on the EFC. The Nominating Committee of the 
Congregation shall nominate candidates to serve as members of the EFC and shall 
report their nominations at the annual meeting of the Congregation in the same manner 
as for other offices and committees.  

The Nominating Committee and the EFC need to communicate 
about the EFC’s needs and requirements before individuals are 
asked to serve on the EFC. 

 
2. Election. At each annual meeting of the Congregation, the Congregation shall elect 
the necessary number of EFC members to fill all expiring terms. No member shall serve 
more than two consecutive three-year terms; however, after a lapse of one year, a 
former EFC member who served two consecutive terms may be re-elected.  
 
3. Vacancy. If a vacancy occurs on the EFC other than by expiration of a member's 
term, the EFC shall notify the Board of Directors of the Congregation (the "Board") of 
specific talents that may be needed on the EFC, and the Board shall appoint a member 
to fill the vacancy until the next annual meeting of the Congregation, at which time the 
Congregation shall elect a member to fulfill the unexpired term of the vacancy as 
provided herein above.  
 

There are times when the EFC, for an incoming member, requires 
specific talents, such as the ability and willingness to serve as an 
officer. The Board and the EFC need to communicate about such 
requirements before an individual is asked to serve on the EFC. 

 
4. Ex-Officio Members. The senior minister and the Chair of the Finance Committee of 
the Board shall be non-voting ex officio members of the EFC.  Each year, the Board of 
Directors shall select one or two of its members, or one of its members and the Senior 
Minister, to be the non-voting, ex-officio member(s) of EFC for that year.  

 
In recent times neither the Senior Minister nor the Chair of the 
Finance Committee (the Board Treasurer) have attended EFC 
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meetings with regularity. (Given the demands on these two 
positions, the lack of attendance Is not surprising.) Rather than 
locking in the titles of who can serve in this capacity, this new 
language gives the Board some flexibility on this decision, so that 
the person or persons most likely to attend EFC’s meetings can be 
named the non-voting, ex-officio member(s). 
 

B. Duties 
  
1. Custody of the Fund. The EFC shall be custodian of the Fund and shall be 
governed by the Tennessee Uniform Prudent Management of Institutional Funds Act, as 
amended from time to time, and other Tennessee and Federal laws. All assets of the 
Fund shall be held in the name of The Tennessee Valley Unitarian Universalist Church 
Endowment Fund. All donations shall be added to and become a part of the Fund or of 
the appropriate Sub-Fund, until appropriated for expenditure, as set forth in Article II 
below. 
 

Laws: This makes it clear that the EFC and the Fund fall under the 
jurisdiction of the Uniform Prudent Management of Institutional 
Funds Act (UPMIFA), and it alerts readers that they need to keep 
this law in mind. 
 
Principal: The term “principal” is eliminated here and in other 
instances because we propose adopting the UPMIFA approach to 
managing a permanent endowment fund. Per UPMIFA, “the assets 
in an endowment fund are donor-restricted assets until 
appropriated for expenditure by the institution.” As fully explained in 
Article III, appropriations for expenditure under the revised Charter 
must meet new “duty-of-care” criteria with higher approval 
thresholds by both the EFC, the Board, and the Congregation. 
 
What remains unchanged is the goal of preserving the purchasing 
power of donors’ gifts over time while also generating monies for 
special projects and programs.  

 
2. Meetings. The EFC shall meet at least quarterly and shall meet more frequently if the 
EFC deems more frequent meetings to be in the best interest of the Fund. A quorum 
shall consist of three four (4) voting members and shall be required to conduct official 
business. Other than the required votes specified in Article II (Paragraph G), Article III 
(Paragraph C), and Article IV (Paragraph A), a majority present and voting shall carry 
any motion or resolution. The EFC’s regularly scheduled meetings shall not be set on 
the same date as the regularly scheduled meetings of the Board. At its discretion, the 
EFC may meet virtually. If necessary, time-sensitive matters can be voted on via email 
between meetings. 
 
3. Officers. The EFC shall elect from its members a Chairperson, a Secretary, and a 
Treasurer, who shall have the following duties: whose duties shall include the following: 

a. Chairperson. The Chairperson shall prepare the agenda for and preside at all 
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EFC meetings, or shall designate another EFC member to do so, and shall sign 
checks and all other necessary legal and financial documents on behalf of the 
Congregation in furtherance of the purposes of the Fund, but no check or other 
necessary legal or financial document shall be valid unless it also bears the 
signature of the Secretary of the EFC.  

Mention of checks is eliminated in the Chair and Secretary job 
descriptions because of the addition of the checking account 
provision below. 

 
b. Secretary. The Secretary shall maintain complete and accurate minutes of all 
meetings of the EFC and shall supply a copy of them to each member of the 
EFC, and to each member of the Board, either directly or by access to an online 
folder containing the minutes. and  The Secretary shall sign checks and all other 
necessary legal and financial documents on behalf of the Congregation in 
furtherance of the purposes of the Fund, but no check or other necessary legal or 
financial document shall be valid unless it also bears the signature of the 
Chairperson of the EFC. 
 

Distribution of the Minutes: Allows the EFC Secretary to meet 
this requirement by providing the Board with access to the minutes 
via an online folder. 
 
Description of Documents: This clarifies that only legal and 
financial documents — and not routine emails, for example — need 
to be signed by both the Chairperson and the Secretary.  

 
c. Treasurer. The Treasurer shall maintain complete and accurate records of all 
financial and investment accounts for the Fund. The records of the Fund shall be 
reviewed annually by a certified public accountant or another appropriate person 
who is not a member of the EFC or of the Board. 
 

Annual review is removed here in favor of a “Records Review” 
paragraph below. 

 
4. Records Review.  The records of the Fund shall be reviewed examined annually at 
least every two years by a certified public accountant or another appropriate person 
who is not a member of the EFC or of the Board. The examiner shall report their 
findings and recommendations to the EFC, the Finance Committee, and the Board. 
 

Purpose: Eliminate annual review, which can be cumbersome and 
unnecessary given the simplicity of the Fund’s financial activities.   
 
Eliminate requirement of “review,” which is a defined term under 
generally accepted accounting principles and is a more extensive 
examination than is necessary, given the simplicity of the Fund’s 
financial activities. 
 

5. Checking Account.  At its discretion, the EFC may maintain a checking account 
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separate from the TVUUC checking account. The EFC shall designate its  Chairperson, 
Secretary, and one other member to sign checks on the checking account. No check 
shall be valid unless it bears the signature of two of the three designated check signers. 
The EFC Treasurer shall not be authorized to sign checks.  
 
6. [4] Reports. The EFC shall report  to the Finance Committee of and to the Board 
quarterly. At the annual meeting of the Congregation, the EFC shall submit a full and 
complete account of the administration of the Fund since the preceding annual meeting. 
 
7. [5] Investment Decisions. The EFC shall make all decisions to hold, sell, exchange, 
rent, lease, transfer, convert, invest, reinvest, and in all respects manage and control 
the assets of the Fund, including stocks, bonds, debentures, mortgages, notes, or other 
securities, as they, in their judgment and discretion, deem wise and prudent. Subject to 
the intent of a donor expressed in a gift instrument, the EFC, in managing and investing 
the Fund, shall consider the charitable purposes of the Congregation and the purposes 
of the Fund. The EFC shall manage and invest the Fund in good faith and with the care 
an ordinarily prudent person in a like position would exercise under similar 
circumstances.  
 

There are other more detailed provisions in UPMIFA; however, 
because the EFC has delegated investment decisions to Vanguard, 
EFC’s attorney, Scott Griswold, advises that we can leave the 
details out of the Charter.  However, the EFC will follow his 
recommendation and incorporate these provisions into the EFC's 
policies and provide copies of the Uniform Act to each member.  
See TCA 35-10-103. 

 
8. [6] Advice. The EFC may request recruit other members of the Congregation to 
serve as advisory members of advisors to the EFC. The EFC may engage attorneys, 
investment counsellors and other professional advisors to render such legal or financial 
advice as the EFC believes to be in the best interests of the Fund. The fees and 
expenses of all such professional advisors shall be paid from the Fund. income. 
 

“Advisory members” replaced with “advisors” to avoid confusion 
that these individuals might be full-fledged EFC members.  
 
“Income” deleted: For administrative fees, Scott Griswold suggests 
there be no limitation on available resources. 

 
[7] Disbursement of Fund.  

The EFC shall establish procedures for receiving requests for support from the 
Fund and shall publish these procedures to the Congregation. The EFC shall 
evaluate all requests that it receives and shall recommend to the Board 
distributions from the Fund for support of those programs and projects that the 
EFC deems most consistent with the purposes for which the Fund and the 
individual Sub-Funds were established. No distribution from income or principal 
of the Fund or any Sub-Fund shall be made until it is approved by the Board in 
accordance with Article III below. 
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The above provisions can be found in Paragraphs 9 and 10 below, 
and in Article III. 
 

9. Requests for Support. The EFC shall establish procedures for receiving requests 
for support from the Fund and shall publish these procedures to the Congregation. The 
EFC shall evaluate all requests that it receives and shall provide committees or staff 
whose work or responsibilities may be impacted by a proposed project or program the 
opportunity to comment on the proposal. 

 
10. Distributions and Loans from the Fund.  In accordance with Article III, the EFC 
may recommend to the Board distributions from the Fund for support of those programs 
and projects that the EFC deems most consistent with the purposes for which the Fund 
and the individual Sub-Funds were established. In accordance with Article IV, the EFC 
may recommend to the Board that a portion of a Sub-Fund be loaned to the 
Congregation. 
 
11. Accumulations. In any given year, out of concern for the duration of the Fund, the 
EFC may choose not to recommend a distribution and instead accumulate (i.e., retain) 
all or a portion of what otherwise would have been distributed. 
 
12. Documentation. In its minutes, the EFC must record its reasons for all distributions 
and accumulations, including, without limitation, its consideration of the relevant duty-of-
care factors listed in Paragraph 7 above and in Article III, Paragraph A. 
 
13. [8]. Fund-Raising and Donor Recognition. The EFC shall recommend to the 
Board In consultation with the Board and the Stewardship Committee, the EFC shall 
sponsor such solicitations or campaigns as the EFC deems necessary to obtain 
encourage contributions to the Fund. The EFC shall establish and publish to the 
Congregation guidelines for special recognition of those donors whose contributions 
meet certain specifications. At a location designated by the Board, the EFC shall 
maintain a plaque or other appropriate form of recognition containing the names of 
those donors whose contributions meet the established guidelines. 
 

For the EFC to make recommendations to the Board unnecessarily 
involves the Board in reviewing and approving the details of EFC’s 
fund-raising activities. By consulting with the Board and the 
Stewardship Committee, the EFC ensures that its solicitations are 
not conflicting or competing with other fund-raising activities in the 
church. 
 
The EFC does maintain an “Eternal Flame” plaque that recognizes 
significant donations, but this is not the only form of recognition. 
Such specifics are addressed by EFC protocols and are best left 
out of the Charter. 

 
14. [9] Liability. Members of the EFC shall not be liable for any losses 
which may be incurred upon the investments of the assets of the Fund, except to the 
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extent such losses were caused by a EFC member's bad faith or gross negligence. No 
member shall be personally liable for losses due to any action which that EFC member 
takes or omits to take in good faith and with ordinary prudence. Each member shall be 
liable only for that member's own willful misconduct or willful omissions, and shall not be 
liable for the acts or omissions of any other EFC member.  
 
Pursuant to and expanding upon the Tennessee Nonprofit Corporation Act — TCA §  
48-52-102(b)(3) — the EFC members shall have no personal liability to the 
Congregation or to its members for monetary damages for breach of fiduciary duty as a 
member or officer; provided, however, that this provision shall not eliminate or limit 
liability of a member or officer for any breach of a member’s or officer’s duty of loyalty to 
the Congregation or for acts or omissions not in good faith or which involve intentional 
misconduct or a knowing violation of law, or for any violation of TCA 48-58-302 relating 
to unlawful distributions.  
 
Further, each member and officer of the EFC shall be indemnified by the Congregation 
against expenses reasonably incurred by him or her in connection with any action, suit, 
or proceeding to which he or she may be made a part by reason of being, or having 
been, a member or officer of the EFC, except in relation to matters as to which he or 
she shall be finally adjudged in such action, suit, or proceeding to have been derelict in 
the performance of his or her duty as a member or officer.  “Derelict” shall mean grossly 
negligent, criminally negligent, or intentionally engaging in tortious conduct with the 
intent to defraud, deceive, misrepresent, or take advantage improperly of a corporate 
opportunity. 
 

In addition to the protections afforded by the Nonprofit Corporation 
Act, the Uniform Act shields the EFC from investment losses if it 
delegates such decisions to a qualified investment professional.  
See TCA 35-10-105.   

 
15. Conflict of Interest. No EFC member shall engage in any act of self-dealing or in 
any transaction with the Fund in which the member has direct or indirect financial 
interest. No EFC member shall engage in any conduct in which that member's personal 
interests conflict with the interests of the Fund.  
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Article II 
Designation of Endowment Sub-Funds 

 
The Fund shall consist of four a number of wholly separate Sub-Funds to be maintained 
for the purposes set out in Paragraphs A through D F of this Article, and such other 
Sub-Funds as the EFC, with the approval of the Board, shall create from time to time 
under Paragraph E G of this Article. The EFC shall segregate each of the Sub-Funds. A 
donor of property to the Fund may designate in writing at the time of contribution the 
particular Sub-Fund to which the donor wishes to transfer any part of the contribution. If 
a donor fails to designate a Sub-Fund, the contribution shall be added to the General 
Sub-Fund. 
 

The original Charter created four Sub-Funds — Social Concerns, 
Building Maintenance and Capital Improvement, Religious 
Education, and General. Under the “Creation of Additional Sub-
Funds” provision (Item G below), the EFC added two additional 
Sub-Funds which can now be included in this Charter. 

 
A. General Sub-Fund. Distributions from this Sub-Fund may be made for any purpose 

for which the Fund was established in furtherance of the goals and principles of 
TVUUC, such purposes as the Board may from time to time direct, consistent with 
the purposes for which the Fund was established, including distribution to one or 
more of the other Sub-Funds. 

 
The phrase “for such purposes as the Board may from time to time 
direct” is out of place here. This Article of the Charter “designates” 
and defines the Sub-Funds, setting parameters on how distributions 
can be deployed. The Board’s role in distributions is best left to 
Articles I and III. 
 
Moreover, the idea that the Board may “direct” distributions is out of 
sync with the “EFC recommends, Board approves” approach 
outlined in Articles I and III of the original Charter. The Board can 
recommend that EFC fund projects or programs from one or more 
of the Sub-Funds, and Article I (B9 – Requests for Support) 
requires the EFC to consider such recommendations. But for the 
Board to “direct’ or order such disbursement not only conflicts with 
other portions of this Charter but also muddles the fiduciary 
responsibility held by the EFC in its capacity as custodian of the 
Fund.  

 
B. Social Concerns Sub-Fund. This Sub-Fund shall be designated for charitable 

purposes as defined in Article III below to promote the programs and projects of 
social concern to the members of the Congregation, as the Congregation shall 
determine annually. This Sub-Fund shall be designated for charitable purposes as 
defined in Article III below to address social concerns and social justice issues that 
have been identified by or brought to the attention of the EFC in its communication 
with the Board, other TVUUC committees, church staff, and the Congregation. 
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Distributions from this Sub-Fund shall be made for or directly to local charitable 
organizations or in any other manner consistent with the aforementioned purposes 
of this Sub-Fund. 

 
An annual determination of the Congregation’s social concerns is 
no longer occurring in a formal way. The needs and desires of the 
Congregation in this arena can be ascertained by the EFC in its 
communications with other TVUUC entities and when it solicits 
proposals that address social concerns. 
 
While most people might assume that “social concerns” includes 
social justice matters, the addition of “social justice” leaves no 
doubt. 

 
C. Building Maintenance and Capital Improvement Sub-Fund. Distributions from 

this Sub-Fund shall be made only for non-routine maintenance and long-term capital 
improvements to properties owned, leased, and/or used by the Congregation. 
required by the Congregation, as determined by the Board. 
 

The added language more clearly prevents the use of funds for 
non-Congregation properties. 

 
The phrase “required by the Congregation” (which is not repeated 
in the other Sub-Fund descriptions) is confusing and unnecessary. 
 
The meaning of the phrase “as determined by the Board” is 
unclear. Apparently, it is intended to emphasize that it is the Board 
that interprets the will of the Congregation and authorizes 
expenditures for maintenance and long-term capital projects, but 
that authority is established in the By-Laws and need not be 
repeated here. 
 
However, it would be possible to interpret “as determined by the 
Board” to mean that it is the Board, and not the EFC, which initially 
decides which projects get funded by the Fund. This interpretation 
conflicts with the “EFC recommends, Board approves” sequence 
that is clearly spelled out in Article I, Section B, and Article III, 
 
Finally, this Article II of the Charter “designates” and defines the 
Sub-Funds, setting parameters on how distributions can be 
deployed. The Board’s role in distributions is best left to Article III. 
 

D. Religious Education Sub-Fund. Distributions from this Sub-Fund shall be made 
only for establishment or support of non-routine projects or programs to further the 
religious and spiritual development of the children and adults of the Congregation, 
as determined by the Board.  

 
See above explanation for the rationale for removing “as 
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determined by the Board.”   
 

E. Memorial Garden Sub-Fund. This Sub-Fund is dedicated to the maintenance, 
perpetual care, and improvement of the Memorial Garden of TVUUC.  In honor of this 
sacred space, distributions shall not exceed this Sub-Fund's income, and the assets of 
this Sub-Fund shall not be available for loans to the Congregation. “Income” as used in 
this Subparagraph E here is defined as interest and dividends only. 
 
E. General Sub-Fund B.  This Sub-Fund was established by a generous member of 

the Congregation and, in accordance with the donor's intent, distributions shall not 
exceed this Sub-Fund's income, and the assets of this Sub-Fund shall not be 
available for loans to the Congregation.  Distributions of income from this Sub-Funds 
shall be made for the same purposes as distributions authorized from the General 
Sub-Fund set forth in paragraph II.A of this Charter. “Income” as used in this 
Subparagraph F here is defined as interest and dividends only. 
 

The Memorial Garden and General B Sub-Funds were created after 
the Charter was amended to allow for the creation of additional 
sub-funds and therefore do not need Congregational approval per 
se. However, it makes sense to include them in this new version of 
the Charter. 
 
The Gift Instruments that established the Memorial Garden and 
General B Sub-Funds specifically called for a) no expenditure of 
principal and b) distribution of income only. Under the most 
conservative interpretation of “income,” only interest and dividends 
could be available for distributions, meaning that we could not also 
capture a percentage of the realized and unrealized capital gains 
as per the distribution formula outlined in Article III.  

 
G.  [E] Creation of Additional Sub-Funds. The EFC, with the approval of the Board, 
may create such additional Sub-Funds as it deems advisable to best implement the 
desires of potential donors to the Endowment Fund and meet the needs of the 
Congregation. New Sub-Funds shall be created as follows: 
 

3. 1. Donor-Requested Sub-Fund.  Any donor may request the EFC to create a 
new Sub-Fund in accordance with this Paragraph E G. provided, however, that 
no new Sub-Fund shall be created unless the initial contribution to the new Sub-
Fund is at least $10,000. However, the EFC may reject or seek to modify such 
request if, for example, it disagrees with the attendant terms and conditions or if it 
determines that the new Sub-Fund would be too small to manage efficiently. If 
agreement cannot be reached, the EFC may decline the gift itself and suggest 
that it be directed elsewhere within TVUUC.  
 

In recent years it has been recommended that the minimum 
needed to establish a new Sub-Fund should be set at a very high 
level, and the current EFC agrees with this sentiment. But setting a 
minimum dollar amount could tie the hands of a future EFC that has 
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to juggle with offers and circumstances we cannot anticipate. Yes, 
the bar should be very high for establishing a new Sub-Fund, but let 
the EFC determine what is an acceptable minimum. 

 
1. 2. Recommendation of the EFC.  The EFC shall prepare and send to the 
Board a description of each new Sub-Fund to be created in a form similar to 
those set out in paragraphs A through D F of this Article.  The description shall 
state the purposes of the Sub-Fund, whether or not principal of the Sub-Fund 
may be distributed in accordance with paragraph E of Article III below, and such 
other special provisions as the EFC deems appropriate.  No recommendation to 
create a new Sub-Fund shall be forwarded to the Board unless it is approved by 
at least four (4) of the seven (7) EFC members. a vote of a majority of the 
members of the EFC whether present or not. 
 
2. 3. Approval of the Board.  No new Sub-Fund shall be created unless it is 
approved by a majority of the Board present and voting at the meeting at which 
the EFC’s recommendation is presented. 
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Article III 
Distributions from the Fund  

 
Making distributions in support of TVUUC programs and projects is an essential feature 
of this Fund. Decisions to make distributions originate with the EFC, with ultimate 
approval required by the Board. Both the EFC and the Board therefore share a fiduciary 
responsibility to make distributions in a manner that a) is consistent with the purposes 
for which the Fund and the individual Sub-Funds were established, b) addresses the 
needs of the Congregation, and c) preserves the value of donor contributions over time. 
 

A. Distributions for Charitable Purposes Only 
B. Charitable Organizations 
C. Charitable Purposes  

These provisions have been moved to the end of Article III. 
 

D. Distributions of Income. The Board shall receive the recommendations of the 
EFC made in accordance with subparagraph B7 of Article I above concerning 
distributions of income from the Sub-Funds. The Board shall direct distribution of 
income by vote of the majority of those present, consistent with the purposes of 
the Fund and the purposes and restrictions of each Sub-Fund. The Board may 
direct that undistributed income from any Sub-Fund be accumulated and added 
to the principal of that Sub-Fund from time to time. 

 
This  section is replaced by the distribution provisions below. 
 
Note regarding this sentence: “The Board may direct that 
undistributed income from any Sub-Fund be accumulated and 
added to the principal of that Sub-Fund from time to time.” 
 
This provision still prevails but just in a different form. Under these 
proposed Charter amendments, Article I, Section B, Paragraph 11, 
it is the EFC that has the power to “accumulate” (retain) rather than 
distribute earnings. This is essentially the same thing as 
accumulating income and adding it to the principal.  

 
E. Distributions of Principal. No distribution of principal shall be made from any 

Sub-Fund unless the principal in that Sub-Fund remaining after the distribution 
will not be less than $50,000. The Board shall receive the recommendations of 
the EFC made in accordance with subparagraph B7 of Article I above concerning 
distribution of principal from the Sub-Funds. The Board shall direct distribution of 
principal by a vote of seventy-five per cent of all members of the Board, whether 
present or not, consistent with the purposes of the Fund and the purposes and 
restrictions of each Sub-Fund.  

  
This paragraph is replaced by the provisions below.  
 
In recent years it has been suggested that the $50,000 minimum be 
raised substantially. That was a large figure when the Endowment 
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Fund had a total of $30,000. A new, much higher minimum would 
seem to be in order. But UPMIFA’s duty-of-care standards impose 
better safeguards than an arbitrary minimum, while at the same 
providing maximum flexibility for TVUUC to respond to events that 
we cannot foresee.  

 
A. Duty of Care. Subject to the intent of a donor expressed in a Gift Instrument, 

and the provisions of this Paragraph, the EFC may recommend, and the Board 
may approve, distributions of so much of a Sub-Fund as they determine is 
prudent for the uses, benefits, purposes, and duration for which the Sub-Fund is 
established. In deciding whether to recommend and approve distributions, the 
EFC and the Board shall act in good faith, with the care that an ordinary person 
in a like position would exercise under similar circumstances, and shall consider, 
if relevant, the following factors:  
 
1) The duration and preservation of the Fund; 
2) The purposes of the Congregation, the Fund, and its individual Sub-Funds; 
3) The needs of the Congregation; 
4) General economic conditions; 
5) The possible effect of inflation or deflation; 
6) The expected total return from income and the appreciation of investments; 
7) Other resources of the Congregation; and/or  
8) The investment and distribution policies of the EFC. 

 
This language – derived from UPMIFA – imposes more specific 
requirements on both the EFC and the Board when deciding 
whether to recommend and approve distributions.   

 
B. Formula for Recommended Distributions. The EFC shall determine the 

amount of the Fund eligible for recommended distribution each year by 
multiplying the fair market value of the appropriate Sub-Fund(s) by a percentage 
that derives from the duty-of-care analysis outlined above. The fair market value 
shall be determined at least quarterly and averaged over a period of not less 
than three (3) years immediately preceding the year in which a distribution is to 
be made. If a Sub-Fund has been in existence for less than three (3) years, the 
fair market value of the Sub-Fund shall be calculated for the period the Sub-Fund 
has been in existence. 
 

This new provision is derived from UPMIFA (TCA 35-10-104). This 
same formula (using 13 quarters instead of 12) has been used by 
the EFC and the Board since 2016, when the committee first began 
recommending distributions to the Board. 

 
1. Adjustment for Market Declines.  A distribution from any Sub-Fund in any 

one year in an amount greater than the average appreciation of investments 
in that Sub-Fund over at least the previous three (3) calendar years, shall 
generally be considered imprudent, except in dire circumstances in which 
such distribution is deemed justified based on the duty-of-care factors listed 
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above. 
 

It is possible that the distribution formula in Article III, Paragraph B, 
could fail to capture market declines, resulting in distributions that 
exceed market gains and thereby undermine the growth of the 
invested donations. This adjustment would help guard against this 
possibility. 

 
2. Distributions Above Seven Percent.  Notwithstanding the foregoing, a 

distribution from any Sub-Fund in any one year in an amount greater than 
seven percent (7%) of the fair market value of that Sub-Fund (as calculated 
above) shall generally be considered imprudent. Therefore, the EFC and the 
Board are generally prohibited from recommending and approving a 
distribution greater than seven percent (7%) of fair market value of a Sub-
Fund, except in dire circumstances in which such distribution is deemed 
justified based on the duty-of-care factors listed above.  

 
The existing Charter rightly makes it more difficult for the Board to 
approve an expenditure of “principal” compared to a distribution of 
“income.” Absent the use of these two terms under UPMIFA, it is 
the distribution of greater than seven percent of the fair market 
value of any Sub-Fund that “creates a rebuttable assumption of 
imprudence.” It makes sense for TVUUC to use this same threshold 
to determine whether dire circumstances justify undercutting the 
buying power and/or the longevity of a Sub-Fund.  
 
UPMIFA provides that any distribution greater than 7% is presumed 
imprudent, but it is not strictly prohibited.   
 
It should also be noted that, under UPMIFA, there is no 
“presumption of prudence” for distributions equal to or less than 
seven percent. Indeed, an annual distribution at or near seven 
percent could also undermine the buying power of the donor-
restricted assets. However, deployment of the duty-of-care 
standards — together with the adjustment for market declines 
(Paragraph B1 above) — should yield the appropriate distribution 
level each year. To underscore the gravity of larger distributions, 
we suggest the graduated approval thresholds below. 

 
C. EFC Approval Thresholds. Having considered the duty-of-care factors outlined 

above, and using the fair market value and market adjustment calculations 
outlined above, the EFC: 
 
1. By a vote of at least four (4) of its seven (7) members, may recommend to the 

Board a distribution of no more than five percent (5%) of the fair market value 
of a Sub-Fund. 

Since the EFC began making distributions in 2016, the percentage 
has always been four percent (4%). 
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2. By a vote of at least five (5) of its seven (7) members, may recommend to the 

Board a distribution ranging from five percent (5%) up to and including seven 
percent (7%) of the fair market value of a Sub-Fund. 

 
3. By a vote of at least six (6) of its seven (7) members, may recommend to the 

Board a distribution greater than seven percent (7%) of the fair market value 
of a Sub-Fund.  

 
D. Board Approval Thresholds. In response to an EFC recommendation, and 

having considered the duty-of-care factors listed above, the Board may approve, 
in any one year: 
 
1. A distribution no greater than five percent (5%) of the fair market value of a 

Sub-Fund by a vote of a majority of those Board members present at a Board 
meeting. 
 

2. A distribution ranging from five percent (5%) up to and including seven 
percent (7%) of the fair market value of a Sub-Fund by a vote of a majority of 
all Board members, whether or not they are present at the Board meeting.  

 
3. A distribution greater than seven percent (7%) of the fair market value of a 

Sub-Fund by a vote of at least seventy-five percent (75%) of all Board 
members, whether or not they are present at the Board meeting. The Board 
must state its reasons for such distribution(s) in its minutes, including, without 
limitation, its consideration of each relevant duty-of-care factor listed above. 

 
E. Congregational Approval.  Distributions greater than seven percent of fair 

market value of a Sub-Fund must also be approved by at least seventy-five 
percent (75%) of the members of TVUUC voting at a Congregational meeting 
where a quorum is met according to the By-Laws of TVUUC.  
 

Per state law, the TVUUC Endowment Fund is a donor-restricted 
fund by virtue of limits that donors placed on their gifts or by the 
Endowment Fund Committee’s solicitations that promised that 
donations would work on behalf of the church “in perpetuity.” For 
this reason, any proposal to distribute more than the permissible 
(but still very high) 7 percent threshold should require approval not 
only of the EFC and a super-majority of the Board, but also 75% of 
the members voting at a Congregational meeting. Preserving the 
Fund and honoring the intent of the donors is just that important. 

 
F. Unused Distributions. Monies approved for distribution by the Board that are 

not utilized in whole or in part for the intended project or program shall be 
returned to the Sub-Fund from which they originated. 
 

This has been the practice since the EFC and Board began 
distributing earnings in 2016. This provision merely clarifies and 
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mandates that unused distributions must be returned to the Sub-
Fund from which they originated. 

 
G. [A] Distributions for Charitable Purposes Only. All income and principal 

received into the Fund shall be held in the Sub-Funds described in Article II 
above. All distributions shall be consistent with the purposes and restrictions of 
the Sub-Fund from which they are made and shall be made only to or for the use 
of such charitable organizations, as defined in paragraph B below, in such 
amounts and for such charitable purposes as the Board from time to time 
selects. Distributions may be made directly for such charitable purposes, without 
being made through any other charitable organizations, and may be made to 
states, territories, or possessions of the United States, any political subdivision of 
any of the foregoing, or to the United States or the District of Columbia, but only 
for charitable purposes as defined in paragraph C below, and only in a manner 
consistent with the purposes and restrictions of each Sub-Fund. No part of the 
net earnings of the Fund shall inure or be payable to or for the benefit of any 
private member, shareholder or individual, and no substantial part of the 
activities carried out through the use of this Fund shall be the carrying on of 
propaganda, or otherwise attempting to influence legislation. None of this Fund 
shall be used to participate in or intervene in (including the publishing or 
distributing of statements concerning) any political campaign on behalf of any 
candidate for public office. 
 

1. [B] Charitable Organizations. As used in this document and in any 
amendments to it, "charitable organization" or "charitable organizations" shall 
mean corporations, trusts, funds, foundations, possessions, whether under the 
laws of the United States, any state or territory, the District of Columbia, or any 
possession of the United States, organized and operated exclusively for 
charitable purposes, no part of the net earnings of which inures or is payable to 
or for the benefit of any private member, shareholder or individual, and no 
substantial part of the activities of which is carrying on propaganda, or otherwise 
attempting to influence legislation, and which do not participate in or intervene in 
(including the publishing or distributing of statements concerning) any political 
campaign on behalf of any candidate for a public office. It is intended that the 
organizations described in this Paragraph B shall be entitled to exemption from 
federal income tax under Section 501(c)(3) of the Internal Revenue Code of 
1986, or corresponding section of any future federal tax code. 

 
2. [C] Charitable Purposes. As used in this document and any amendments to it, 

the term "charitable purposes" shall mean the relief of poverty, the advancement 
of education or religion, the promotion of health, the promotion of a governmental 
purpose, or any other purpose the achievement of which is beneficial to the 
community. be limited to and shall include only religious, charitable, scientific, 
literary, or educational purposes within the meaning of those terms as used in 
Section 501(c)(3) of the Internal Revenue Code of 1986, or corresponding 
section of any future federal tax code, but only such purposes as also constitute 
public charitable purposes under the law of trusts of the State of Tennessee.  
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The original language is somewhat duplicative of B above.  This 
new language is the definition of "Charitable purposes" from the 
Uniform Prudent Management of Institutional Funds Act. TCA 35-
10-102(1). 
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Article IV 
Loans from the Fund 

 
F. Loans from the Fund. The Board may authorize the EFC to lend principal of any 

Sub-Fund to the Congregation for any purpose, upon such terms as the Board 
shall determine, subject to the following restrictions: 
 

The EFC may recommend, and the Board may approve, that a portion of the assets of a  
Sub-Fund be loaned to the Congregation for any purpose, subject to the following 
restrictions: 
 

For the Board to set the terms of a loan is contrary to the current 
Charter (Article I, Section B), which invests the EFC with custodial 
responsibility for the Fund. Indeed, in the most recent discussion of 
a possible loan from the Endowment Fund, the Board followed the 
“EFC recommends, Board approves” protocols contained in both 
the current and proposed Charters.  

 
------- 

 
F2. No loan shall be made for any purpose except by a vote of seventy-five per cent 
of all members of the Board, whether present or not. 

 
A. Approvals. Upon a request from the Board, and by a vote of at least six (6) of its 

seven (7) members, the EFC may send to the Board a recommendation to loan a 
portion of the Fund to the Congregation in accordance with this Article. The 
Board may then approve the recommended loan by a vote of seventy-five per 
cent (75%) of all members of the Board, whether present at a Board meeting or 
not. 

The EFC’s required vote is now specified at six of seven members. 
Approval from the Board remains at 75%.  

 
------- 

 
F1. No loans shall be made for any purpose unless the amount remaining in the 
Fund after the loan is disbursed will not be less than $200,000; 

 
B. Scope. Loans from a Sub-Fund cannot total more than one-third of the assets 

residing in that Sub-Fund at the time of the execution of the loan(s). 
 

This new language preserves the safeguard that only a portion of 
the Fund can be on loan to the Congregation at any one time. 
Dollar limits can become obsolete as the Fund grows, and a 
percentage limit better protects the bulk of a Sub-Fund from the 
risks inherent in a loan. 

 
------- 
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C. Duty-of-Care Analysis. Consideration of a loan is subject to the duty-of-care 

analysis outlined in Article III, Part A, above. In its deliberations, the EFC shall 
evaluate whether the loan, as an investment, comports with its overall investment 
policy. 
 

Even though the loan is to the Congregation, the EFC’s first 
obligation is to the donors. Therefore, the loan must be evaluated 
with the duty-of-care checklist and also pass muster as a good 
investment. 

------- 
 

D. Interest. Loans from any Sub-Fund must be repaid with interest at a level greater 
than or equal to the average market return for that Sub-Fund over at least the 
three calendar years prior to the date of the loan.  
 

Seen as an investment, a loan should generate interest that 
preserves the buying power of the Fund, the same as any other 
investment. This is one straightforward way to determine what the 
interest should be. 

 
------- 

 
E. Promissory Note. All loans and their terms, including, without limitation, 

repayment terms, shall be memorialized by a promissory note signed by the 
Board President and the Board Treasurer. Repayment of loans from the 
Endowment Fund shall be listed as a separate line item in the TVUUC annual 
budget. 

Requiring a promissory note and a separate line item in the TVUUC 
budget is not just good fiduciary practice. These two provisions also 
help ensure that the loan obligation is not forgotten with changes in 
leadership. 

------- 
 

F3. Loans may be repaid only by one of the following methods: 
a. By accumulation of Fund income and transfer of the accumulation to the 

principal of the Sub-Fund from which the loan was distributed; 
 
This is most definitely not a repayment, nor would it be fiscally 
responsible on behalf of donors. It should be dropped. 

 
F. Repayment. Loans may be repaid by transfer from the Congregation’s operating 

budget, or by transfer to the Fund of loan funds borrowed elsewhere by the 
Congregation and which the Congregation is obligated to pay back from its 
operating budget. In no event shall contributions to the Fund received after 
disbursement of a loan be treated as repayment of the loan, unless a donor 
specifically designates a contribution for that purpose.  
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------- 
 

F3 (continued) The Board may pledge Fund assets as collateral for a loan made to the 
Congregation by a lending institution or an individual, including a member of the 
Congregation, but only if the uncollateralized balance in the Fund after the pledge is not 
less than $200,000. 
 

If the Congregation defaults on a loan collateralized by the Fund, 
then the Fund would be greatly depleted without recourse, an event 
which would likely be contrary to UPMIFA and pose complex legal 
issues that best be avoided. For this reason, this provision should 
be dropped. In any case, the Board should not be able to pledge 
Fund assets without the approval of the custodian of the Fund, the 
EFC. 
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Article IV V 
Amendment and Transfer 

 
A. Amendment. This document may be amended by a two-thirds vote of those voting 

members of the Congregation present at the Congregation’s annual meeting or at a 
meeting of the Congregation called specifically for the purpose of considering such 
amendment. No amendment shall authorize the Board or the EFC to administer the 
Fund in any manner or for any purpose contrary to the provisions of Section 
501(c)(3) of the Internal Revenue Code of 1986, or corresponding section of any 
future federal tax code. All amendments hereto shall be noted upon or kept attached 
to the original of this document held by the Chairperson of the EFC in electronic form 
in a manner deemed secure by the EFC and in duplicate paper form at the office of 
the Tennessee Valley Unitarian Universalist Church. 
 

Voting on Amendments: Makes it clear that amendments can be 
considered at a regular annual meeting of the Congregation as well 
as at a special called meeting. 
 
Preservation of Amendments: Requires both electronic and 
paper preservation. 

 
B. Transfer. If the Tennessee Valley Unitarian Universalist Church ceases to exist 

either through merger or dissolution, the Board — in close consultation with the EFC 
and the Unitarian Universalist Association — shall dispose of or transfer the Fund in 
accordance with the provisions of this document, any statutes governing endowment 
funds, and the Bylaws of the Congregation and in consultation with the Unitarian 
Universalist Association. Prior to any disposal or transfer of the Fund, EFC and the 
Board shall make provision for the perpetual care of the Memorial Garden. 
 

As custodians of the Fund, the EFC should be consulted in such an 
important decision. UPMIFA does address this contingency and 
must be observed. 

 
Memorial Garden: Whereas the upkeep of the Memorial Garden is 
now shared by the Endowment Fund and the operating budget, this 
new clause ensures this sacred space will be maintained fully by 
the Memorial Garden Sub-Fund, regardless of what happens to the 
remainder of the Endowment Fund.  The new clause about the 
perpetual care of the Memorial Garden may need to be enacted in 
conjunction with a similar statement in the TVUUC By-Laws and a 
deed restriction. 

 
Originally adopted by the Congregation of the Tennessee Valley Unitarian Universalist 
Church at a Congregational meeting on ____________________________________ , 
1994, Nov. 1, 1992, as amended at Congregational Meetings through 2007 2012. 
 
 


