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Endowment Spending Policy

Purpose
The purpose of this policy is to establish the procedures by which the Foundation will determine annually the expenditure allocations and associated administrative costs of its endowed funds.
Endowed Funds
The Foundation maintains two separate categories of endowed funds: (1) Louisiana Board of Regents Support Funds matched endowments that support chairs, professorships, and scholarships and (2) general endowments that may include chairs, professorships, scholarships and a variety of other support to the LSU Health Sciences Center New Orleans. The management, investment, and spending guidelines of the Louisiana Board of Regents matched endowments fall under the rules and policies of the Louisiana Board of Regents.

Uniform Prudent Management of Institutional Funds Act (UPMIFA)
The Foundation manages its endowments in accordance with The Uniform Prudent Management of Institutional Funds Act (UPMIFA). UPMIFA, as defined in Louisiana Revised Statute 9:2337.1-10, became law on July 1, 2010 and replaced the Uniform Management of Institutional Funds Act. UPMIFA governs the standards of conduct in managing and investing institutional funds, the formulation of spending rules that apply to institutional endowment funds, the delegation of authority to manage investment funds, and the release or modification of restrictions contained in charitable gifts made by donors.

Subject to the intent of the donor expressed in the gift instrument, the Foundation may appropriate for expenditure or accumulate so much of an endowment fund as it determines is prudent for the uses, benefits, purposes, and duration for which the endowment is established. Unless stated otherwise in an approved gift instrument, the assets in an endowment fund are donor-restricted assets until appropriated for expenditure as directed by the financial policies of the Foundation.
In making a determination to appropriate or accumulate, the Foundation shall act in good faith, with the care that an ordinarily prudent person in a like position would exercise under similar circumstances, and shall consider, if relevant, the following seven factors:

1. The duration and preservation of the endowment fund
2. The purposes of the institution and the endowment fund
3. General economic conditions
4. The possible effect of inflation or deflation
5. The expected total return from income and the appreciation of investments
6. Other resources of the Foundation and University
7. The investment policy of the Foundation


1 | P a g e
As of 7/1/2024

Louisiana Board of Regents
Annual spending related to all endowed funds is determined in accordance with UPMIFA. However, for the Board of Regents Support Funds matched endowment funds in the endowed chairs, professorships, and scholarships pool, the Foundation is restricted to the spending policy limitations imposed by the Louisiana Board of Regents in its Statement of Investment Policy and Objectives, and the Board of Regents Support Fund Program Policies. For this pool, the market value of each endowment at the end of the most recent fiscal trust fund year must exceed the original corpus of the endowment by an amount at least equal to the amount to be spent in the next fiscal trust fund year for which a spending allocation is to be made. When the current market value of each endowment in this pool is below the original corpus of that endowment (“underwater endowment”), no spending is allowed. This limitation does not apply to the Foundation’s other endowed pool.

The following requirements are included in the programmatic policies of the Louisiana Board of Regents as it pertains to the spending allocations of endowed funds:

The Board of Regents recognizes that, consistent with UPMIFA, endowments should preserve purchasing power and be protected against market downturns. It is not, however, consistent with the programmatic intent of Board of Regents’ endowment programs or the Constitutional provisions establishing the Support Fund for excessive earnings to be retained as market value in these accounts. Accordingly, campuses shall maximize allocation of funds for expenditure and limit, within the bounds of prudence, retention, and long-term investment of earnings within the account in excess of the amount necessary to buffer against inflation. The entity selected by the campus to manage its endowment funds shall submit the annual distribution rate and disbursement/spending policy as adopted by its governing board or similar authority, and shall subsequently provide in annual fiscal reporting the actual dollar amount and percentage of market value allocated for expenditure to the faculty holder, as well as the amount expended. The Board of Regents reserves the right to request additional information and justification of disbursement rates when they fall below 4%.
The purpose of Board of Regents-matched faculty endowments is to provide a steady, permanent source of supplementary funding to support the faculty holder’s professional academic and/or scholarly work. Accordingly, campuses must ensure that faculty holders expend available funds regularly and retain minimal amounts in expendable accounts; a spendable balance not to exceed 25% of the total market value of the endowment account may be retained for expenditure in a future year except in special circumstances (e.g., accrual of sufficient funds for a major equipment purchase or, as in recent years, excessive accrual of expendable earnings) as approved by the Board of Regents. This shall include all dollars allocated for expenditure, including any funds unspent at the end of a previous fiscal year.

When an endowment is vacant, spending is not permitted beyond appropriate fees charged by the managing entity, though expendable amounts shall continue to be calculated and retained for expenditure by the holder, when appointed. Earnings may be used by the holder for any professional purpose related to the chair as defined.

The Board of Regents strongly encourages that each participating institution (a) allow the use of at least one-half of the trust income of the endowed chair at the discretion of the holder to support expenses directly associated with the holder’s scholarly work, and (b) use no more than one-half of the trust

income as a supplement to the salary of the holder. Consistent with Constitutional restrictions on the Board of Regents Support Fund and Board of Regents policies, holder expenditures must be supplementary and enhancing in alignment with the defined purposes and goals of the chair, and may not displace, replace, or supplant other state allocated funds. Endowment earnings may not be used for general operational costs of the institution, college, or department, including repair and maintenance, construction and renovation, or standard office/laboratory equipment. If a cost or category of costs is typically borne by the campus, college, or department for non-endowed faculty, it should also be borne for a holder.

Spending Calculation
A spending rate is determined by the Foundation’s Board of Directors on an annual basis, with consideration given to UPMIFA, market conditions, spending levels of peer foundations and the level of real return after spending measured over a rolling five-year time period. The spending rate approved by the Board of Directors is applied to the five-year average market value (as of June 30th) of the investment pool of endowed assets. The objective is to provide relatively stable spending allocations. In accordance with the Board’s policies, no portion of corpus (original amount of donation) of the endowed assets shall be allocated for program or other spending.

Underwater Endowments
The Foundation adheres to the guidelines and requirements of UPMIFA, as noted above, in decisions concerning the investment, spending, and management of institutional and endowment funds. If an endowment is “underwater”, spending distributions will be suspended for those specific endowments until such time that the total fair market value exceeds the original corpus. Fund management fees (as defined and calculated below) will continue to be calculated and distributed from all endowment funds.

Initial Spending from New Endowments
Endowments are intended to be held in perpetuity; therefore, spending is derived from accumulated positive investment performance over a long-term time horizon. Consequently, spending from new endowments will not occur immediately unless the donor specifies a certain amount as non-endowed and available for immediate appropriation. Spending will not commence on a newly established endowment for at least a 12-month period to allow for earnings accumulation. Spending will commence during the first commencement of a fiscal year (e.g., July 1) after the 12-month accumulation period.
Annual spending allocations cannot exceed earnings; therefore, spending allocations can be lower for newer endowments.

Fees
The Foundation charges two types of fees on endowed funds: (1) a one-time deposit fee and (2) annual management fee.
The deposit fee is a 2 percent assessment on all restricted and endowed gifts made to the Foundation. For endowed gifts, the 2 percent fee will be drawn from the spending allocation of each endowed account. In many cases, this will mean that the 2 percent fee is collected over the course of multiple fiscal years. The deposit fee is calculated on all deposits made and transferred to the Foundation’s operating funds each month.

Board of Regents’ endowment funds are subject to an annual endowment administrative fee of two and one-half percent (2.5%), based on the rolling five-year average market value of the endowed portfolio.

General endowment funds are subject to an annual endowment administrative fee of two and one-half percent (2.5%), based on the rolling five-year average market value of the endowed portfolio. The full endowment administrative fee, as calculated, will be transferred to the Foundation’s operating funds at the end of a fiscal year.
The deposit and management fees shall be applied to support the Foundation’s mission and allow the Foundation to invest resources necessary to maintain and expand its fundraising capabilities in furthering its mission of providing increased philanthropic support to the LSU Health Sciences Center. The deposit fee and annual management fee levels will be reviewed periodically by the Finance Committee and are subject to change.
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