Sample Resolution to Establish an Endowment Fund

This sample is for informational purposes only. Please consult your own legal counsel.
WHEREAS, the Voters’ Assembly of ________________ Lutheran Church (hereinafter ‘the Church’), 

desires to establish an Endowment Fund for _________________________________, and has further 

authorized the initial contribution of $_________________ to such a fund, to be known as the 

‘_______________ Endowment Fund’ (hereinafter referred to as ‘the Fund’) and intends  to adopt  this 

Resolution as  the sole  instrument  governing  the use,  disposition and management of monies and 

property contributed to the church and designated for addition to the Fund.

NOW THEREFORE, it is hereby resolved  that  this Resolution  to Establish  an Endowment Fund  shall 

govern the use, management and disposition of said initial contribution and of all subsequent monies and 

property contributed to the Church and designated for addition to the Fund, upon the following terms and 

conditions:

ARTICLE I

Net income of the Fund shall be used exclusively for the following purposes:

​In the event all of the net income of the Fund in any year is not used for the purposes described above, such unexpended income may, in the discretion of the Voters’ Assembly of the Church (the ‘Voters’ Assembly’), be added to the principal of the Fund or be retained as income and invested separately from principal, to be used for the above purposes in future years.

ARTICLE II

Section A.  This Resolution may be amended from time to time by resolution approved by a three-fourths (3/4) majority vote of those members of the Voters’ Assembly present at a duly called and convened meeting of the Voters’ Assembly.  The resolution so approved shall specifically refer to the Article and Section to be amended, and recite the language of such amendment.  Any such amendment shall, except with respect to gifts of property and monies made upon special terms and conditions as special or restricted gifts and as provided for in ARTICLE ____, be effective both with respect to property and monies constituting the Fund prior to the date of such amendment and with respect to all future additions of property and monies to the Fund.

Section B.  The Church shall have the power to receive, as a part of the Fund, directly from any individual, firm or corporation as a Donor, gifts and contributions in money, securities, or in any other form of property, including, by way of explanation and not in limitation, direct gifts for the purposes of the Fund, gifts in memory of any deceased person or in appreciation or recognition of any living person, gifts in the form of a devise or bequest under Will or Trust instrument, and gifts of proceeds or portions of proceeds of insurance, annuity, or endowment policies or contracts.

Section C.  The Church shall establish means for acknowledging the receipt of each gift and contribution including, whenever feasible, a designation of the value ascribed to each gift.  The Church may, in its discretion, but shall not be obligated to, accept gifts made upon special terms and conditions (consistent with the purposes for which the Fund’s income may be used) or containing limitations or directions as to the investment or use of the substance of the gift, the use of accumulation of the income and ultimate disposition of the gift and any accumulations of income (as distinguished from those terms and conditions hereinafter specifically set forth), and may arrange for the separate identification and recording of all transactions with respect to any such special or restricted gift or gifts.

ARTICLE III

Section A.  The Church shall invest and reinvest property constituting the corpus of the Fund and/or retain it invested in any kind of property or in any kind of interest therein (whether real or personal, tangible or intangible, and/or domestic or foreign), including, but not limited to, securities, real estate, oil, gas, and other natural resources and/or accounts or certificates of banks or other lending institutions, and each investment shall be managed and protected in accordance with the principles herein established.  In exercising the authority granted in this ARTICLE ____, the Church shall be guided by its  concept of the policy of a prudent investor whose investment purpose includes both income and capital appreciation and shall not otherwise be restricted by any law, rule or custom (i) requiring safety of corpus as a primary consideration, (ii) regarding investment in income-producing property, or (iii) requiring diversification of investments; provided, that the Church shall not be obligated to amortize out of, or reimburse, income for any premium or discount incurred upon the acquisition of any property of the Fund.

Section B.  The Church also may:

1. accept and receipt for any inter-vivos, testamentary or other transfer of property to the Fund;

2. hold property, and negotiate and execute documents on behalf of the Fund, in the name of the Church or in the name of a nominee(s);

3. subject to ARTICLE ____ hereof, allocate between income and corpus, in cases where reasonable doubt exists, any money or other property received, and any loss or expenditure incurred;

4. vote, or refrain from voting, securities having voting privileges, and give any type of proxy (with or without voting directions) to vote the same;

5. make divisions and distribution of property held in the Fund (whenever directed to do so) either in kind or in cash, or partly in kind and partly in cash, and for such purpose to set values upon any property of the Fund;

6. protect the Fund and its property by insurance against damage, loss or liability;

7. establish checking account(s) in which cash may be deposited to income and/or corpus;

8. employ, at the expense of the Fund, attorneys, investment counsel, brokers, custodians of assets, and other agents and employees; and

9. employ, at the expense of the Fund, a manager to manage the Fund on behalf of the Church and delegate to such manager any or all of the rights and powers of the Church under this ARTICLE ____.

Section C.  All gains and losses on the sale of Fund assets, and all distributions from mutual or other investment funds representing gains from the sale of assets, and all other distributions constituting a return of capital shall be allocated to corpus.

Section D.  Within six (6) months after the close of each fiscal year, and at such other time(s) as the Church deems convenient, the Voters’ Assembly shall review an itemized written statement accurately reflecting the current position of the Fund’s income and corpus accounts, and the receipts, disbursements and changes therein since the Fund’s inception or since the previous statement, as the case may be.

Section E.  ‘Net Income’ as used herein shall include all income received by the Church from the property constituting the Fund, less all charges and all expenses which the Church may incur in connection with the ownership, investment, and reinvestment of such property.

Section F.  All powers and authorities of the Church stated herein shall, except as expressly delegated to its Voters’ Assembly, be exercised by its Church Council.

ARTICLE IV

In times of special need to fund or support special projects consistent with and in furtherance of the purposes of the Fund described in ARTICLE ____ which require an extraordinary expenditure of funds, the Church may, upon a resolution approved by a three-fourths (3/4) majority vote of those members of the Voters’ Assembly present at a duly called and convened meeting of the Voters’ Assembly, encroach upon the corpus of the Fund and pay or apply the monies or property of the Fund constituting such encroachment to fund or support such special projects and undertakings provided, however, that the total of such encroachments shall not exceed ten percent (10%) in value of the corpus of the Fund (valued at the date of such encroachment) in any fiscal year.  Such right of encroachment shall not be cumulative from year to year.

ARTICLE V

The Fund is not a trust but is an asset of the Church.  In the event the Church is dissolved, the monies and property, principal and income of the Fund shall be transferred, conveyed and distributed to such organization as the Voters’ Assembly shall select, prior to dissolution, as specified in the plan of dissolution adopted by the Voters’ Assembly, provided that such organization is exempt from federal income taxation under Section 501(c)(3) of the Code (as the same has been or hereinafter may be amended).
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