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MINUTES OF THE SPECIAL MEETING OF THE BOARD OF DIRECTORS OF THE 
UNIVERSITY OF LOUISVILLE FOUNDATION, INC.  

 
In Open Session 

 
Members of the Board of Directors of the University of Louisville Foundation, Inc. met at  
10:32 a.m. on June 11, 2020.  As a result of the state of emergency in Kentucky the special 
meeting was conducted by live audio and/or video teleconference.  Members of the public and 
media were able to access the meeting on a live stream.  Members were present and absent as 
follows: 
 
Present: Mr. Earl Reed, Chair 
 Mr. David Anderson  
 Dr. Neeli Bendapudi 
 Mr. Jim Boone 
 Mr. Paul Carrico  
 Mr. John Chilton 
 Ms. Jill Force 
 Ms. Sandra Frazier 
 Mr. David Krebs 
 Mr. Larry McDonald 
 Mr. Mark Nickel 
 Ms. Mary Nixon 
 Mr. Jasper Noble, ex-officio 
 Mr. Jim Rogers 
 Mr. John Smith, ex-officio 
  
Absent: Mr. Ken Payne 
 Mr. John Thompson 
 Dr. Krista Wallace-Boaz, ex-officio 
  
Board Advisors 
Present: Mr. Ernest Brooks, Member of Investment Subcommittee 
 Ms. Deborah Lawson, Member of Investment Subcommittee 
  
From the 
Foundation: 

 
Mr. Keith Sherman, Executive Director/COO 

 Ms. Julie Kroger, Executive Assistant 
 Ms. Gina Lankswert, Director of Administration 
 Ms. Susan Magness, Director of Budget 
 Mr. Justin Ruhl, Controller 
  
From Legal 
Counsel: 

 
Mr. Franklin Jelsma, Wyatt, Tarrant & Combs 

  
Guests: Mr. Dan Durbin, UofL Vice President for Finance & Administration/CFO 
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 Dr. Toni Ganzel, UofL Vice President for Academic Medical Affairs 
 Mr. Brad Shafer, UofL Vice President of Advancement  
  
  

I. Call to Order 
Having determined a quorum present, Chair Reed called the meeting to order at  
10:32 a.m. No conflicts of interest or appearances of conflicts were identified.   
 

II. Consent Agenda 
Next, Mr. Reed read the attached consent agenda as follows:   

 
• Approval of Minutes, April 28, 2020 

 
Ms. Force made a motion to approve the Consent Agenda which Mr. Anderson seconded.  
The motion passed. 
 
 

III. Discussion and Action Item: 2020-2021 Spending Policy 
The Board deferred action on the 2020-2021 spending policy at the April 28, 2020 
meeting so that Foundation and University staff could analyze the 1,600 endowment 
accounts.  Ms. Force stated the additional work focused on striking the right balance 
between supporting the university, spending consistent with donor intentions and 
protecting the overall corpus of the endowment pool, particularly in light of the number 
of underwater accounts. 
 
Ms. Force said the recommendation before the Board is a collaborative effort of the 
Foundation and the University.  She expressed her appreciation to Mr. Sherman, Mr. 
Durbin and their respective teams. 
 
Mr. Sherman reviewed the attached spending policy presentation.  He noted the 
significant market losses during the first quarter of 2020 required additional analysis to 
ensure prudent spending policy and compliance with the Uniform Prudent Management 
of Institutional Funds Act (UPMIFA).  Since the April meeting the markets have regained 
some of their losses.  Mr. Sherman expressed his appreciation to Ms. Lankswert. Mr. 
Ruhl and Mr. Durbin and his team at the University. 
 
The 2020-2021 spending policy proposal includes a 3% distribution to University 
Departments and a 1% administrative fee to the Foundation and University 
Advancement.  The distribution to University Departments will be prorated for 
underwater accounts up to 10% underwater.  No new carryover will be created, any new 
distribution not spent during the fiscal year will be returned to the market value of the 
related endowment account at the end of the fiscal year.  Currently, there is $20 million in 
unspent carryover. 
 
The administrative fee will include $1.7 million to the Foundation and $4.6 million to 
University Advancement.  To offset the reduction in Advancement’s allocation a one-
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I. General: The annual spending policy that follows is meant to be an instructional guide for 
the prudent management of endowment distributions made available by the University of 
Louisville Foundation Inc.(“Foundation”), to the respective academic and support units of 
the University of Louisville (“University”).  The policy is viewed as a living document, which 
can change as needed by action of the Foundation’s Board of Directors. 

II. Unitized Endowment Pool: 

a. The unitized endowment pool (also referred to as the “main pool”), is housed 
within the University of Louisville Foundation, Inc., managed by its outsourced chief 
investment office (OCIO) and primarily comprised of externally managed 
investments. The unitized endowment pool functions much like a mutual fund. Each 
endowment account participates in the pool’s investment return based on its 
percentage ownership which is determined by the dollar amount invested and 
number of shares owned. 

b. The principal or corpus (book value/historical gift value), of an endowment account 
is defined as the original donation + subsequent donations +reinvestment to 
principal – liquidations.  

c. The market value of an endowment account is defined at the current value of the 
endowment account as of the specified date. 

III. Spending Policy and Administrative Fees 

a. The Foundation’s spending policy, determined annually by the Foundation’s Board 
of Directors, governs the rate at which funds are made available to the academic and 
support units benefiting from each endowment account.    

i. The dollar amount made available for each account is calculated by 
multiplying the approved spending policy by the rolling twelve-quarter 
market value of the account as of the prior December 31.   

1. Endowments invested for less than 1 calendar year receive the lesser 
of the spending policy or the fund’s actual return. 

ii. The total spending policy allocation for each endowment account is 
distributed to its related spendable account and made available to the 
academic and support units on July 1. 
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iii. Once calculated, reviewed and approved by management, the spending 
policy allocations, along with other pertinent data elements, are conveyed to 
the University’s designated recipient(s). 

iv. For FY21, the Foundation’s Board of Directors approved an annual 
spending policy of 3.0%. 

b. The administrative fee is an additional amount withdrawn from the unitized 
endowment pool used to support the Office of Advancement and UofL Foundation 
operations.  This fee is determined annually by the Board of Directors.   

i. The total annual administrative fee will not exceed 1.5% of the rolling 
twelve-quarter average of the market value of the unitized endowment pool 
as of the prior December 31.  

ii.  Each month, 1/12 of the annual administrative fee is allocated to each 
endowment account based on its percent ownership in the unitized pool.   

iii. For FY21, the Foundation’s Board of Directors approved an annual 
administrative fee of 1% ($6,323,611.14) of which $4,623,611.14 (0.73%) is 
being allocated to support the Office of Advancement and $1,700,000 
(0.27%) is being allocated to support Foundation operations. 

IV. “Underwater Endowments”: 

a. Underwater endowments are defined as those individual endowment accounts 
where the most recent December 31st market value (MV) is less than the book value 
(BV). 

b. In the absence of any donor restrictions or directives to the contrary, when an 
endowment account is determined to be underwater, the account’s spending policy 
shall be prorated based on it’s Underwater Percentage. 

i. The Underwater Percentage will be determined using the following 
calculation: (BV – MV)/BV * 100 

ii. No new spending policy distribution shall be authorized for any endowment 
account with an Underwater Percentage of more than 10%. 

iii. For endowments with an Underwater Percentage between 1% and 10%, the 
spending policy will be pro-rated based on the following rate table: 
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UNDERWATER 
PERCENTAGE 

PRO-RATED 
PERCENTAGE 

1 95 

2 90 

3 85 

4 80 

5 75 

6 70 

7 65 

8 60 

9 55 

10 50 

c. An exception applies to state matching endowment accounts funded through the 
Research Challenge Trust Fund (“B4B”).  Any “B4B” endowment account that is 
underwater, regardless of amount, is ineligible for spending policy. 

V. Annual Spending Policy Use and Re-investment 

a. The UofL Foundation Inc. expects that academic and support units managing 
endowment funds will expend the spending policy in the fiscal year that it is 
allocated. That is, the managing units have delegated authority to use the allocated 
funds approved for the fiscal year for the use and purposes specifically identified in 
the gift agreement. 

i. At the election of the Foundation’s Board of Directors, any unexpended 
annual spending policy allocations (“carryover”) may be released back into 
the related endowment account’s market value or retained separately in the 
endowment’s related spendable account for future use.  

ii. Any unspent FY21 annual allocation will be released from the spendable 
account to the related endowment’s market value on July 1, 2021.  It will not 
be retained in the spendable account (i.e., no new carryover will be created). 

iii. The Foundation compliance staff oversees account balances.   

VI. Endowment Funds Held Outside and Not Managed by the University of Louisville 
Foundation Inc.:  

a. The University of Louisville Trust: 

i. The University of Louisville Trust is a separate unitized investment pool held 
at PNC Bank currently consisting of nine (9) individually identified 
endowment accounts, designated for separate and distinct investment 
strategies as stipulated by the donors.  
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ii. The nine endowments participate as part of the combined UofL Trust 
investment pool, unitizing them within that pool, and calculating their annual 
spending policy based on that unitization. 

iii. The Trust has an annual spending policy similar to the UofL Foundation Inc. 
For FY21 the UofL Trust is expected to distribute of 4.0% of the twelve-
quarter moving average of the total UofL Trust investment pool.  The UofL 
Foundation calculates the distribution allocation each year, applies any 
income distributed during the previous fiscal year, and transfers those 
amounts from PNC to fund the annual spending policy allocation.  

b. There are other separately held endowments that are managed by outside financial 
institutions.  In these instances, the trustee determines the annual allocation and the 
UofL Foundation receives only the income earned each year, which may be 
distributed on a monthly, quarterly, semi-annual basis. These distributions are added 
to each endowment’s related spendable account and made available to the designated 
academic and support units at the time of receipt.   

VI. Exceptions 

a. Only selected endowment programs qualify to receive annual spending policy 
allocations. The endowments that typically do not qualify are flagged in the 
endowment database and excluded from the annual spending policy calculation 
These accounts include: 

i. UofL Athletic Association endowments 

ii. Endowments created prior to April 1, 2020 with a market value less than the 
$10,000 minimal threshold from donations.  For endowments created after 
April 1, 2020, the minimal threshold is $25,000.  




