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Endowed Fund Spending Policy
Revised July 2026
[bookmark: _heading=h.oiaheskbrbm0]Timing of Distributions
With the exception of the first anniversary (see below), grant distributions are calculated once per year based on the fund value as of December 31. Distributions calculated on December 31 of one year are awarded during the following calendar year. Example: A distribution calculated as of December 31, 2027 will be available for use during calendar year 2028.
[bookmark: _heading=h.knq12khrsn5e]Method of Calculating Grant Distributions from Permanent Endowments
A best‑practice spending policy uses a total return approach, which is standard in the nonprofit sector. In a total return environment, the amount available for distribution is based on the overall value of the endowment, not just the income or dividends it earns.
[bookmark: _heading=h.uzaq3084ecby]Distributions may not be made if they would cause the fund balance to fall below the permanently endowed principal.
Annual Distribution Formula (5%)
The annual distribution available to endowment funds is 5% of the fund’s average asset value.
The first distribution becomes available after the fund’s first anniversary and is based on 5% of the average value over the first four quarters.
After the first year, annual distributions are calculated using 5% of the rolling 12‑quarter (3‑year) average asset value as of December 31.
Using a multi‑year average helps smooth out market ups and downs, making it easier for parishes and schools to anticipate their annual distribution amount.
Limiting distributions to 5% supports the long‑term goal of growing the principal while still providing a reliable source of income. This balance allows a portion of investment returns to be reinvested, strengthening the endowment over time. (See “Create a Spending Policy” in the Appendix.)
[bookmark: _heading=h.7rhjqefh0s78]Unused Distribution Funds
If the total amount requested by recipients is less than the available 5%, any remaining funds will be returned to the income fund at year‑end. Remaining funds do not roll over into the next year’s distribution.
If you need help creating a spending policy or calculating distribution amounts, please contact Kelly Hoffman by phone or email. 507-858-1276; khoffman@catholicfsmn.org.
[bookmark: _heading=h.dedik3iwdibr]Requesting a Distribution
Once the annual distribution amount is determined, parishes or schools may request funds at any time through a written request. All requests must:
Comply with the documented purpose of the endowment. Once funds are received it is the pastor’s responsibility to ensure the funds are used for the intended purpose
Be signed by the pastor and/or authorized signer(s)
A Distribution Request Form is available in the Appendix. While you are not required to use the form itself, all information listed on the template must be provided.

Contact Us for Help: 
Kelly Hoffman, Director of Finance & Operations
507-858-1276
khoffman@catholicfsmn.org
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