
































APPENDIX B – ANNUAL DETERMINATION OF SPENDABLE AMOUNT 

The Community Foundation of Harrisonburg and Rockingham County 

Endowed Funds Annual Distribution Policy 

TCFHR’s annual distribution policy is designed to ensure the longevity of endowed funds and 
provide annual distributions while considering market fluctuations and other changes in value. 
Although the distribution policy may occasionally result in appropriation of principal, the annual 
distribution is intended to preserve the principal of the fund to support its purpose. 

DEFINITIONS 

“Endowment” or “Endowed Funds”: Includes permanently endowed funds (funds with a long-
term, permanent purpose) and quasi-endowed funds (funds that may not meet the technical or 
legal requirements of an endowment but have a long-term objective). 

“Investment Return”: All accumulated earnings or losses, net of third party investment fees, 
allocated to the fund. Investment return is included in the balance of the fund. 

“Principal”: The value of gifts to the endowment, less any adjustments or designation of a gift to 
the spendable balance of the fund. 

“Spendable Balance”: The portion of the endowment set aside within the fund for distribution. 

“Annual Distribution”: The amount to be spent annually for charitable purposes from an 
endowed fund as determined and calculated through this policy.  

ANNUAL DISTRIBUTION SPENDING PROCESS 

TCFHR shall calculate annual distributions by September 30th each year. The distribution is set at 
4% of the average balance (see “Annual Distribution Calculation”). Each type of endowed funds 
follows a specific spending process as outlined below. 

Endowed Donor Advised Funds: Fund advisor(s) will be notified of the amount available for 
distribution and may elect any of the following by June 15th: 

1) Recommend the annual distribution be granted to specific nonprofit organization(s). 

2) If recommendations are not received from the fund advisor by June 15th, the distribution 
will be granted to the Community Endowment for the needs of the community. 

3) In special circumstances, the endowment fund may retain the distribution in the 
endowment’s investments until an agreed upon balance is reached. 

Scholarship Endowed Funds: The annual distribution will be added to the scholarship fund’s 
cumulative spendable balance. This provides funding for multi-year scholarship awards. 



Agency Fund Endowments: Fund advisor(s) for the endowment will be notified of the amount 
available for distribution and may elect any of the following by June 15th: 

1) Request the distribution. 

2) Retain the distribution in the endowed fund and keep the balance invested to increase 
future annual distributions. 

Designated Endowments: The annual distribution will be granted to the designated 
organizations according to the fund agreement. 

Area of Interest Endowments: The annual distribution will be awarded according to the fund 
agreement. 

TCF Board Discretionary Endowments: The annual distribution will be spent or retained at the 
discretion of the TCFHR Grants Committee. 

ANNUAL DISTRIBUTION CALCULATION 

An endowed fund must be held by TCFHR for a minimum of four (4) quarters before an Annual 
Distribution will be calculated. The annual distribution percentage is set at 4% of the fund’s 
average balance. The average balance will be calculated annually after the end of TCFHR’s fiscal 
year based on the average ending balance for a minimum of four (4) quarters up to twenty (20) 
quarters. The average balance excludes any illiquid assets and pledges that are not available for 
immediate expenditure. 

Example: Donor A creates Fund B in December 2023. When the annual distribution is calculated 
in 2024, Fund B will only have been held at TCFHR for three (3) quarters: December 2023, March 
2024 and June 2024, so Fund B will not have a distribution calculated in 2024. At the annual 
distribution calculation in 2025, Fund B will have a distribution calculated based on the average 
balance of seven (7) quarters: December 2023, March 2024, June 2024, September 2024, 
December 2024, March 2025 and June 2025. 

The use of a quarterly average is intended to smooth out the impact of any volatility in the 
investment market. This helps protect the principal, ensure fund growth, and provide fund 
beneficiaries with the benefit of a reasonably stable and predictable flow of funds.  

ANNUAL REVIEW OF POLICY 

The Investment Committee shall annually review this policy and distribution percentage. The 
committee’s review includes consideration of the purpose of the endowed funds, general 
economic conditions, expected market return, and TCFHR’s Investment Policy Statement. 
Changes to this policy are subject to approval by the TCFHR Board of Directors. 






