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AP300.009 ENDOWMENT FUNDS POLICY  
 

Policy Type: Business Administration & Finance 
Adopted: 01 1997 

 
 
 

1. PURPOSE 

(a) Recognizes donor desire to support LCSS in a manner of their choosing. 

(b) Provides financial stability and security. 

(c) Makes long-range planning possible. 

(d) Provides a predictable stream of income 

(e) Recognizes the permanence of the need for Christian Education in our community. 

(f) Provide potential tax advantages to donors. 

 

2. The following types of gifts can be used to create endowments: 

(a) Outright donation of cash or other assets.  

(b) Bequest 

(c) Death benefits or cash surrender value of life insurance. 

(d) Residual interest of a charitable remainder trust. 

(e) Residual interest when the donor retains use of a principal residence or other property. 

(f) Gift element of a gift annuity. 

(g) Proceeds received at maturity of a stripped bond. 

(h) Retirement funds designated for the charity. 

 

3. Endowments and Disbursement Requirements 

(a) All charities must disburse for charitable purposes 80 percent of receipted donations received in the 
preceding year excluding: 

3.a.1. Gifts of capital received from an estate,  

3.a.2. Gifts subject to the donor’s direction that they be held in trust for at least ten years,  
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3.a.3. Donated property accumulated upon written approval of the Charities Directorate of Canada Customs 
and Revenue Agency.   

(b) The amount expended by LCSS has in the past consistently exceeded the disbursement quota and this is 
unlikely to change in the foreseeable future. 

(c) LCSS will not be subject to the 80 percent disbursement rule if it receives a bequest which is presented as a 
ten year gift, or a gift with conditions attached that would create an endowment, or if LCSS receives the 
approval of CCRA to accumulate the funds. 

 

4. Named Endowments 

(a) For some donors, a named endowment may provide a continuous reminder for a cause, or a remembrance 
of donor or family member, preserving his or her name and standing as a permanent expression of the 
donor’s values and commitment to Christian Education. 

(b) Donors who establish named funds may also designate a specific purpose for the income but may not direct 
funds to specific individuals.  All designated purposes for the use of the income shall be expressly subject to 
the existing charitable objects of the Society and to the approval of the directors. 

 

5. Endowment Agreements 

(a) Endowed funds are generally intended for use in perpetuity, hence the necessity to have a written 
agreement between LCSS and the donor that sets forth the purpose and administration of the fund. 

(b) A standard form “Endowment Agreement” is prepared for each major donor and may include brief 
biographical information to help personalize the donor and their relationship to LCSS. 

(c) A sample “Endowment Agreement” is appended.  These agreements serve as a “pledge document” and 
can also provide a useful discussion tool to clarify the terms of a gift. 

(d) When the endowment agreement is signed and filed, donors are reassured that he charity is serious about 
fulfilling its commitment and will honor the direction of their charitable giving. 

 

6. Investment of Endowed Funds. 

(a) The size of the endowment fund, especially in its early years, can be a barrier to the efficient investment of 
the endowment funds.  Transferring the endowed funds to an existing community foundation is an 
option.  LCSS could also administer segregated funds on our behalf.  Another simpler option would be to 
invest the funds at Prime + 1%, set annually on July 1, in LCSS. 

(b) When the amount of endowed funds reaches a predetermined level (say, $1,000,000) a parallel Public 
Foundation would be set up and the existing endowment funds would be transferred into the Foundation. 

(c) The LCS Board would assume responsibility for managing the funds with the objective of providing a 
dependable and growing source of income for LCSS, while simultaneously attempting to enhance the real 
value of the funds portfolio.  The investment committee will adopt investment policy guidelines, for example, 
concerning the proportion of “blue chip” equities and fixed-income investments that it will hold. 
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7. Recognition and Reports 

(a) Unless anonymity is requested, donors will be recognized at the time the gift is made, and by inclusion of the 
donors name in the LCS Endowment Fund annual report. 

(b) The Endowment fund advisory committee (and later the Foundation Board) and the Board of LCSS may 
jointly approve other, appropriate forms of ongoing recognition, for example, to name a program of building 
in memory of a donor who provided the funding.  Other ongoing recognition will be through periodic 
reports on the investment performance of their endowment and an annual endowment brochure outlining 
investment and spending highlights. 

 

8. Implementation 

The Board will review the legal advice provided by ________________________and accounting/tax advice 
provided by____________________ and the comments before considering a final motion to set up the Endowment 
Fund, which will be proposed by the Finance Committee, preferably in February 2003. 

 

9. Endowment Policies 

(a) Investment Objective: 

The investment objective of the LCS Endowment is to enhance the value of the endowment portfolio and at 
the same time provide a dependable, increasing source of income, which will be used to support LCSS in 
ways that donors have designated or the directors of the Endowment Board designate in their sole 
discretion.  The portfolio shall include both equities and fixed-income investments.  The equities are 
designed to provide current income, growth on income, and appreciation of principal.  The fixed-income 
investments will provide a predictable and reliable source of interest income while reducing the volatility of 
the portfolio.  Investments will be diversified in order to enhance return and reduce risk. 

(b) Financial Objective: 

Total return shall be the method for measuring the performance of the endowment.  This refers to the 
combination of income (interest, dividends, and net rents) and appreciation/depreciation in the fund’s value 
for a certain period of time.  The specific financial objective is for total return less expenses and distributions 
of income to equal or exceed the Consumer Price Index (CPI) for that period.  Real growth is a measure of 
the extent to which total return exceeds CPI.  It is recognized that this objective will not be attained every 
year because of market fluctuations, but it is expected to be attained over a period of time. 

(c) Spending Policy: 

9.c.1. Income (interest, dividends and net rents) from the endowment shall be distributed to LCSS not less 
often than annually, and such income shall be used for the charitable purposes designated by the 
donors or, if undesignated, at the discretion of the directors of LCSS. 

9.c.2. All capital gains, realized and unrealized, shall be allocated to the principal of the endowment, and 
there shall be no encroachment on this principal except as may be necessary to satisfy the 
disbursement quota from a capital account. 

9.c.3. Donors will not be allowed to designate who the recipients of a donation should be, as this would 
constitute “directed giving” as defined by CCRA. 
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(d) Asset Structure: 

To facilitate investment and accounting the endowment shall function as a mutual fund.  Each individually 
named endowment fund or specific purpose endowment fund shall hold units as part of an investment pool. 
The initial value of a unit shall be $10.00, and thereafter it will fluctuate with the changing market value of the 
investments held in the pool. 

(e) Investment Management: 

The endowment shall be managed by the finance and investment committee of the Fund board (or other 
committee to which this responsibility is delegated), whose responsibilities in the area of investment 
administration are as follows: 

9.e.1.  To recommend to the board policies for the management of the endowment. 

9.e.2.  To make recommendations to the board on the selection of portfolio managers. 

9.e.3.  To determine how assets are to be allocated. 

9.e.4.  To monitor the management of the endowment portfolio in order to enhance return and control risk, 
and to keep the board fully informed. 

(f) Asset Allocation: 

The monitoring and adjustment of the mix of assets among the investment classes is a major factor in 
achieving investment return. The finance and investment committee shall carefully review the mix of assets in 
the endowment and periodically make, or instruct the portfolio managers to make, transfers within 
prescribed asset class limitations.  Ordinarily 40 to 60 percent of the portfolio shall be invested in equities 
and the balance in fixed-income investments and cash equivalents. 

(g) Portfolio Managers: 

The board, upon recommendation of the finance and investment committee, may appoint one or more 
portfolio managers and may allocate endowment assets among them in whatever proportions if deems 
appropriate.  One or more managers shall be given responsibility for equity investments, and one or more 
for fixed-income investments, or any manager may be given responsibility for both. 

(h) Minimums for Designated Endowments: 

9.h.1. Any amount may be contributed for the general endowment or for any previously established named 
endowment. 

9.h.2. The minimum required to establish a named endowment, the income form which can be used at the 
discretion of the Charity, is currently $5,000. 

9.h.3. Permissible named endowments for specific purposes and the current minimum contributions to 
establish them are listed on attached Schedule A.  (The Fund directors will attach further policy to this 
document.) 

(i) Execution of Endowment Agreements: 

A named endowment can be established either by a lifetime gift or by bequest.  When it is created by a 
lifetime gift the donor and officers of the charity will sign an endowment agreement that sets forth the terms 
of the endowment.  When the donor executes a will containing language directing that a named endowment 
be established, no other documentation is required. 
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APPENDIX 1: SAMPLE ENDOWMENT FUND AGREEMENT 

 
 
1. ESTABLISHMENT 

Langley Christian School Society (hereinafter “the charity”) hereby agrees to establish the __________________ 
___________________________Endowment Fund per the terms of this agreement, to become effective when 
contributions for this fund total at least $              . 

 

2. PURPOSE 

The purpose of this fund shall be: 

(The following are some options) 

 “To support the general purposes and programs of Langley Christian School” or, 

 “To establish a scholarship for…” or, 

 “To …” (describe a specific purpose other than on of the above options) 

 

3. DONOR(S) 

State the name(s) of the primary donor(s), his/her/their affiliation with LCSS, why the Fund is being established 
and some brief biographical information about the donor(s).  This is the only record that will endure, and it should 
be sufficient to memorialize the donor(s) and provide information for any future publication about Charity 
endowments. 

 

4. FUNDING 

This endowment shall be funded with the following (include all applicable items): 

• A Cash gift of $                

• A gift of securities (or real property) valued at $               

o (if the value is unknown the property may be described). 

• A gift of the remainder interest in a charitable remainder trust executed on (date). 

• A gift portion of a charitable gift annuity executed on (date). 

• A life insurance policy assigned to the Charity on (Date). 

• Any other gifts or bequests that (name) or other persons may designate for this purpose. 

• Additional gifts that the donor(s) intend(s) to complete by (date) which, when added to the initial gift, total 
at least $ 
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5. INVESTMENT 

The donor(s) intend(s) that the property contributed for this Fund, or other property substituted for it, shall be 
held and invested by LCS Endowment Fund as a permanent endowment unless the purpose is amended in 
accordance with Article VII but in no case shall the contributed property, or property substituted for it, be held for 
a period of less than ten years, in accordance with Section 149.1(1)(e)(i) of the Income Tax Act. 

The income earned on the endowment shall be used for the purposes authorized by this agreement.  The 
investment, management, and expenditure of all funds shall be in accordance with LCS Endowment Fund’s 
policies and procedures. 

 

6. ADMINISTRATION 

The principal of this endowment shall be retained, administered and managed by the LCS Endowment Fund.  The 
distributed income shall be used for the purposes described in Article II. 

 

7. AMENDMENT 

This agreement may be amended by the mutual consent of the LCS Endowment Fund and 

                                                      during (his/her/their) lifetime(s). 

If changed circumstances should at some future time make it impractical to continue using the income from this 
endowment for the designated purpose, and the donor(s) either is (are) not living or not able to consent to an 
amendment, then the LCS Endowment Fund may redesignate the purpose of the endowment income, provided 
that the Fund shall continue to bear the name(s) of                                                                and the amended 
terms shall adhere as clearly as possible to the donor(s)’ original intent for this Fund. 

 
 

Donor(s):     For the Charity: 

 
 
 

                                     

 
 

(Name and title of person empowered to sign for the LCS Endowment Fund.) 

 

 


