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Introduction
The Endowment and Special Gifts (E&SG) Committee of First Presbyterian Church of Ann Arbor has developed materials and policies to assist members and friends of the Church in learning about Endowment and Special Gifts and to guide them through how to give or leave a gift to the Church.  An Endowment reflects assets (received as bequests/gifts from donors) which are held to generate income while retaining the principal intact for future growth.  Special Gifts are similar to donations; the gifts are designated for a special purpose. The Endowment and Special Gifts Fund totals about $2.6 million (as of August 31, 2011).  On behalf of the Church, the E&SG Committee is thankful for all the gifts we have received from members and friends.  At the same time, the fund needs to grow considerably to support the future needs of our church.
Statement of Purpose for the Endowment and Special Gifts Committee
The Endowment and Special Gifts Committee of the First Presbyterian Church of Ann Arbor exists to educate the congregation on the importance of endowments and special gifts and to promote the example that sharing one’s financial gifts with the church is a worthy and valued aspect of a life well-lived in Christ’s image.  The Committee acts as a resource to: 
· Advocate the giving of endowments and special gifts to provide for the needs of the church, now and in the future, by celebrating gifts, recording donors’ stories for future generations, and encouraging all members and friends to follow in this example.
· Assure donors that endowment and special gift funds are distributed in accordance with their intentions and Session approval, and that funds are invested appropriately.
· Explore and pursue innovative and responsive ways in which the funds may serve the Church, community, and wider world.
· Develop and administer endowment and special gifts policies and practices, including an annual review with the congregation. 
Planned Giving Options
There are several options available to provide a gift to First Presbyterian Church; they include:

· Bequests – The donor arranges for a codicil (an amendment) to his/her will to provide the Church either a dollar amount or a percentage of his/her estate upon death.

· Cash – The donor provides a cash gift to the Church which is in addition to his/her annual gift, not in place of it.

· Appreciated Securities – The donor provides a gift of long-term appreciated securities, which offers tax savings by avoiding capital gains taxes.

· Life Insurance – The donor provides a gift of either a new life insurance policy or a re-assigned life insurance policy.

· Donor-Advised Funds – The donor provides a gift which was established through a charitable endowment program; for example a gift established through a donor-advised fund at the Ann Arbor Area Community Foundation.

· Pooled Income Funds – The donor contributes a fixed amount (principal) to provide for a source of income which is to be paid to the donor or donors for life.  Upon the donor’s death, the principal is paid as a gift to the Church.
· Charitable Remainder Annuity Trust – The donor establishes an irrevocable trust.  One or more income recipients (e.g., donor) receives a fixed amount which typically is paid annually and not less than 5% of the initial value of the trust.  When the trust terminates, the remaining principal is paid as a gift to the Church.
In accordance with Presbyterian Church governance, all proposed gifts will be accepted by the Church only upon approval by the Session of the First Presbyterian Church of Ann Arbor, or its designee.
 Use of Endowment Funds Policy
A bequest is intended to mean any gift in which the assets are placed in the Endowment and Special Gifts Fund upon the death of a donor.  Bequests fall into three categories; 1) Bequests which are designated for the Endowment Fund, 2) Bequests which are designated for a special purpose in the Endowment Fund (e.g., Music Program), and 3) Bequests which are not designated for the Endowment Fund.

· Bequests which are designated for the Endowment Fund will be automatically placed in the Endowment Fund upon receipt.  

· Bequests which are designated for a special purpose shall, depending on the wishes of the donor, either be transferred to the Endowment Fund and become a designated fund of the Endowment Fund or shall be used as soon as possible for the designated purpose.  Effective 2011, named funds will be accepted with a minimum bequest level of $25,000. 
· Bequests which are not specifically designated for the Endowment Fund will be transferred to the undesignated portion of the Endowment Fund.  The use of the investment income of undesignated bequests will be determined by Session.
If, through changes in circumstance, it becomes impossible to continue the donor-designated use of a designated portion of the Fund, the Endowment and Special Gifts Committee and Finance Committee, with the approval of Session, can re-designate such portion of the Fund for another purpose.

If the First Presbyterian Church ceases to exist either through merger or dissolution, disposition of the Fund shall be in accordance with the policies of the Presbytery of Detroit. 
Soliciting Gifts
The Endowment & Special Gifts Committee will be responsible for annually reviewing the church’s membership rolls and identifying a pool of endowment prospects.  Factors in determining prospects should include age (40 and older) and past and present roles and involvement within the church.  There should be an effort to reach out to all age groups.
Giving histories are important determinants in prospect identification as well as prospect reviews by the church’s pastoral staff.  The staff member responsible for pastoral care can be very helpful with prospect identification.  However, this person should not be directly involved in gift solicitations unless there are special circumstances where it would be appropriate. 

The annual review process should include the identification of the best person/people to make initial contacts.  Generally, but not always, it is preferable for two people to make calls.  Often this will be a pastor and a lay person who is either on the E&SG Committee or designated by the committee and who is familiar with the Church’s needs. 

A timetable should be established for making initial calls and be coordinated with a tracking system that maintains a history of prospect contacts.
Tracking Gifts

The Endowment and Special Gifts Committee, in conjunction with the Finance Manager, will develop and maintain a database of present and planned donors.  The donor data will include the following:

· Donor name (present and planned)

· Member (and date of membership) or non-member

· Contact information – address, phone, e-mail

· Programs, activities, areas of mission the individual is interested in

· Giving history (pledge, capital campaign, etc.)

· Church leadership roles

· Date of visit with donor and summary of discussion 

· Willingness to have gift publicly acknowledged

· Interest in other types of giving

· Gift documentation, type and value (if disclosed)

· Restrictions or designations, if any

· Next of kin, other familial relationship, or closest contact

· Name of attorney or financial advisor, if applicable
Acknowledging Gifts

When a gift is received, a letter of thanks will be prepared for a pastor to send as soon as possible to the donor (if living) or family or estate (if deceased).  If the donor is willing to be acknowledged, an article highlighting and celebrating the gift will be published in a Sunday Bulletin and First Press.  Annually, a list of donors to the Endowment and Special Gifts Fund, who are willing to be acknowledged, and the total amount of gifts for that year, will be published in a Sunday Bulletin and First Press.
Responsibility for Endowment Funds
Session is responsible for the approval and use of endowment and special gifts funds.  The E&SG Committee and Finance/Investment Subcommittee administer endowment-related responsibilities on an ongoing basis and update Session periodically on progress and matters requiring their approval.  The E&SG Committee advocates for the giving of endowments and special gifts to provide for the needs of the Church, assures donors that funds are distributed in accordance with their intentions, explores and pursues innovative and responsive ways in which funds may serve the Church, and develops and administers endowment and special gifts policies and practices.  The Finance/ Investment Subcommittee develops the endowment and special gifts funds investment policy, reports actual fund balances, ensures fund performance consistent with the policy, and provides for an annual fund audit.  Specific use of endowment and special gifts funds are reviewed as part of the annual budgeting process and approved by the E&SG Committee, Finance/Investment Subcommittee, and Session.  If the First Presbyterian Church ceases to exist either through merger or dissolution, disposition of the Fund shall be in accordance with the policies of the Presbytery of Detroit and donors’ intentions.

Budgeting Process

Funds from the endowment and special gifts fund are budgeted annually and reflect 5% of the market value of the unrestricted accounts/assets based on the average market value for the preceding three prior years’ actual balances. The budgeted funds reflect interest income, dividends, a portion of any investment/capital appreciation and additions/withdrawals.  The goal is to withdraw no more than 5% per year, but Session can approve a larger withdrawal to help eliminate a budget deficit in a given year.  The objective is to maintain the original principal of a gift given to the Church, unless a donor’s intentions require the Church to spend the principal.  The plan is to reinvest enough each year to ensure that over time the principal value of the entire endowment and special gifts fund grows equal to or greater than benchmarks for each investment category.
Investment Policy (approved by Session June 16, 2011)
Objective:
The objective of this policy is to achieve the maximum return for our investments on a long-term basis, with levels of risk consistent with a desire to preserve capital and provide cash flow.

Investment

Management:
The Finance Committee, upon the recommendation of the Investment Sub-committee, shall select one or more Investment Managers (i.e., mutual funds, index funds or money managers, whether independent or associated with a bank or broker/dealer).  Investment Managers will be responsible for making all investment decisions regarding the assets under their direction.  Each Investment Manager shall observe and operate within the guidelines and principles stated in this policy and shall comply with all applicable laws, rules and regulations. 

Asset Allocation:
It will be the function of the Investment Managers to allocate the assets among equities, fixed income, and cash. Since changing market cycles require some flexibility in asset allocations, the following minimum and maximum asset allocation ranges will be used to allow movement of capital within the asset classes as deemed appropriate by the Investment Managers for the purpose of maximizing investment return and reducing risk:







Minimum
Maximum
Target

Equities
25
65
55


Fixed Income
25
65
30


Minimum
Maximum
Target
Commodities

Real Estate/TIPS1
0
25
10

Cash and equiv.
2
10
5
 


1 TIPS – Treasury Inflation Protected Securities

Investments:
All assets must have readily ascertainable market values and be marketable with the exception of mortgages provided to clergy or certain staff for personal home purchases.


The following investments are prohibited from the portfolio: trading of futures contracts occurring outside of those that would naturally occur within a commodity mutual fund, short selling, option trading, private placements, and leverage, margin or derivative investments.


Equities shall consist of equity securities of financially sound companies with market capitalization greater than $200 million or mutual funds comprised of the same.  Investments in equities will be confined to issues on recognized exchanges such as the NYSE or NASDAQ.  No single issue shall exceed 5% of the total equity portfolio at the time of purchase. Total equity investments in companies not listed in the Russell 1000 or similar indices of the largest non-US companies shall not exceed 15% of the portfolio at any time.  Total equity investments in International equities shall not exceed 50% of the total equities at any time.  Further, Emerging Market Equities should not exceed 15% of total equities.

Fixed income will consist of a portfolio of corporate and U.S. Government and other sovereign debt securities or mutual funds comprised of the same.  Non-investment grade debt may not exceed 5% of the total portfolio.  Investments in fixed income securities of a single issuer (with the exception of U.S. Government or fully guaranteed agencies of the U.S. Government) shall not exceed 5% of the total fixed income portfolio.  Total investments in foreign debt shall not exceed 15% of the portfolio at any time.

Treasury Inflation Protected Securities (TIPS), Real Estate, Commodities and Gold are also permitted.  Commodities and Gold may not exceed 5% of the total portfolio.  As indicated above, total investments in the “Commodities/Real Estate/ TIPSs” category may not exceed 25% of the total portfolio.


Cash equivalents should be invested in interest bearing securities and should be instantly salable. The Investment Managers may invest in commercial paper, repurchase agreements, Treasury Bills, certificates of deposit and money market funds to provide income, liquidity for expense payments, and preservation of capital.

Performance

Measurement: 
The Investment Managers will provide statements on a monthly basis. The Investment Sub-committee will review the portfolio’s performance and investments every three months. The portfolio’s performance will be compared to certain benchmarks, for example the S&P 500, a suitable Barclays, Merrill Lynch or J.P. Morgan bond index, return on three month U.S. Treasuries, etc.  It is expected that the performance of the portfolio will exceed or be consistent with the appropriate benchmark for each of the investment categories over a five-year period.


The Investment Managers will report to the Investment Sub-committee on at least an annual basis, and more frequently if events warrant, to discuss the following: portfolio performance; changes, if any, in key personnel; investment strategy or ownership of the investment management firm. At the request of the Investment Sub-committee, the Investment Managers will also report on their view of important developments within the economy and the securities market and their potential effect on the investment strategy, asset allocation, and overall portfolio performance.
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Reporting Policy

The Endowment and Special Gifts fund actual balances will be reported on a monthly basis by the fifteenth workday of the following month.  Fund reports will include beginning and ending balances by fund for the month and year-to-date results, the amount of income earned, investment gains and losses, withdrawals from, and additions to the Funds, the total investment return, and a comparison with benchmarks.  These results will be reported at the Annual Meeting and periodically throughout the year to Session and the congregation.

Policy Review and Amendment
Every two years, the Endowment and Special Gifts Committee will review these policies and update them as required.  Any changes will require Session approval.
Auditing

The Church’s Annual Audit will include a review of compliance with the designations and restrictions for each fund included in the Endowment and Special Gifts Funds.
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