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THE ROTARY
FOUNDATION
The mission of The Rotary Foundation of Rotary International is to enable Rotarians
to advance world understanding, goodwill, and peace through the improvement of
health, the support of education, and the alleviation of poverty.
Rotary year 2012-13 marked the final year of the three-year pilot for the Foundation’s
Future Vision Plan. The plan was designed to simplify the grant-making process to
ensure the Foundation is supporting projects with sustainable, high impact outcomes
within the six areas of focus that correspond to the Foundation’s mission.

ROTARY’S SIX AREAS OF FOCUS
Peace and conflict prevention/resolution

Disease prevention and treatment

Water and sanitation

Maternal and child health

Basic education and literacy

Economic and community development
This new grant-making model — now known as Rotary grants — will move the
Foundation toward its second century of service. The plan reflects the desires and
interests of Rotarians worldwide to give the Foundation a more permanent and
visible impact in the world, while meeting the most pressing needs of as many people
as possible. Rotary grants yield both immediate and long-term benefits through a
simple grant-making process offering two types of grants: district grants and global
grants. Visit My Rotary for information on Endowment Fund naming opportunities
to support the new grant structure and the areas of focus.
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ENDOWMENT FUND
AT A GLANCE
ENDOWMENT FUND
The Rotary Foundation established an endowment in 1982, now known as the
Endowment Fund1, to ensure a strong future for the Foundation by providing a
continuous stream of income to meet the increasing demand for Foundation programs
in perpetuity. Contributions to the Endowment Fund are invested and a portion of the
income, as determined annually by the Trustees, is made available for spending.
Gifts to the Endowment Fund enable Rotarians and friends of Rotary to fulfill their
local and global philanthropic goals. The goal is to build the Endowment Fund to
US$1 billion by 20172.

NAMED ENDOWED FUNDS
Donors who wish to create a legacy may make a gift of $25,000 or more to the
Endowment Fund to establish a named endowed fund in their name or the name
of a loved one. Gifts are pooled for investment purposes, but a separate accounting
for each named endowed fund is maintained and reported annually to the donor.
Along with the annual financial update, donors receive a personalized endowed fund
certificate from the trustee chair when the fund is established.
As of 30 June 2013, there were 1,009 named endowed funds within the Endowment
Fund representing 32 countries and geographical regions around the world. The face
value of named endowed funds totaled $150.1 million. In 2012-13, 105 new named
endowed funds were established with contributions totaling $9.7 million.
NEW ENDOWED FUNDS ESTABLISHED IN
2012-13 BY COUNTRY
Country

New Endowments

NEW ENDOWED FUNDS ESTABLISHED IN
2012-13 BY SPENDING DESIGNATION
Designation

New Endowments

India

36

SHARE

60

USA

27

Rotary Peace Centers

32

Japan

19

Global Grants

7

Taiwan

13

World Fund

6

Nigeria

6

Korea

3

Canada

1

1
2

T
 he Rotary Foundation officially changed the name of the endowment from the Permanent Fund to the
Endowment Fund in January 2013.
The Rotary Foundation officially changed the goal to build the endowment to $1 billion by 2025 to 2017.
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ENDOWMENT FUND
INVESTMENTS
INVESTMENT OBJECTIVE
The Rotary Foundation invests Endowment Fund assets to ensure funding for today’s
programs while sufficiently growing the portfolio to support Foundation programs
in the future. The primary investment goal is to preserve and grow the corpus at a
rate greater than inflation so the real purchasing power of the Fund is maintained.
Therefore, the Fund is invested in a diversified asset portfolio that is expected to
produce an average annual total return that at least equals inflation plus endowment
spending, without assuming undue risk.
The Trustees have developed the following asset allocation strategy to best meet the
long-term goal of the Fund.
TARGET PORTFOLIO ASSET ALLOCATION
InflationHedging
Assets
10%
Private
Equity
13%
Real Estate
7%
Global
Asset
Allocation
18%

U.S. Equities
9%
Non-U.S.
Equities
8%
Global
Equities
18%
Hedge Funds
7%
Fixed Income
10%

Endowment Fund’s target allocation as of 30 June 2013

INVESTMENT MANAGEMENT
Trustees The Trustees of The Rotary Foundation are responsible for the general
direction and control of the Foundation’s investment policy, including the investment
objectives and asset allocation strategy.
Investment Committee (“IC”) The IC is responsible for reviewing and monitoring
investment results, reviewing and recommending changes to investment policy,
reviewing and recommending hiring and firing of investment managers, and advising
and educating the Trustees on various investment issues, including Endowment Fund
spending (see page 6).
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Investment Managers External professional investment managers are appointed
to invest the Fund’s assets in accordance with the investment policy.
Investment Consultant The investment consultant is responsible for developing
and recommending the asset allocation strategy (see page 4), monitoring investment
performance, and providing support to the IC and staff.
Investment Staff (“Staff”) Staff is responsible for the daily operation of the Fund
and compliance with the investment policy.

INVESTMENT PERFORMANCE
During fiscal year 2012-13, most financial markets advanced as the improving global
economy led to broad capital market increases. The Endowment Fund performed in
line with the financial markets and returned 10.6%. Since 2008-09, the Endowment
Fund has returned 46%, or 9.9% per annum, recovering all losses from the financial
crisis. The investment returns, net of fees, for each fiscal year since 1994 are shown
below. The annualized return during this period was 6.6%.
RETURN ON INVESTMENTS
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Endowment Fund
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Endowment Fund 20-year annualized return
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ENDOWMENT FUND
SPENDING
SPENDING POLICY
Effective in fiscal year 2011, the Trustees implemented a spending policy that was
based on the market value of each named endowed fund within the Endowment
Fund. If the named endowed fund’s market value exceeded its accumulated gift value
(“above water”), then spending occurred from the fund. If the market value of the
named endowed fund was below the accumulated gift value (“below water”), then no
spending occurred. Spending from all above water named endowed funds occurred at
the same spending rate.
Prior to fiscal year 2011, annual spending from the Endowment Fund was determined
by the market value of the entire Fund being above the accumulated gift value.

SPENDING RATE
The Trustees review and approve the spending rate annually to ensure that the real
value of the Endowment Fund grows over time and that the annual spending rate does
not exceed the expected long-term rate of return, less the expected rate of inflation.
A spending rate of 4.5% (2.75 percentage points to program awards, 0.75 percentage
point to program operations, and 1.0 percentage point to fund development and
general administration expenses) was approved for fiscal year 2012-13 for all above
water endowed funds.
HISTORICAL ENDOWMENT FUND SPENDING RATES3
7%
6%
5%
4%
3%
2%
1%
0%
1995-2000
Program Awards

3

2000-03
Fund Dev.

2003-04

2004-07

Program Operations

2007-08

2008-09

2009-10

Investment Fees

Prior to 1995, only dividends and interest were withdrawn and spent on programs.
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2010-11

General Admin.

2011-12

2012-13

Fund Dev. and General Admin.

SPENDABLE EARNINGS
The Endowment Fund makes an annual distribution for programs and expenses
equal to the amount of spendable earnings approved by the Trustees.
As noted in the previous chart, no spending occurred, except for previously committed
scholarships, in fiscal years 2004, 2009 and 2010, since the market value of the entire
Endowment Fund was below its accumulated gift value. Spending resumed in 2011 under
the new spending policy as referenced on page 6. Fiscal year 2013 spendable earnings
totaled $8.5 million, of which $6.6 million was used for programs ($5.2 million for awards
and $1.4 million for operations) and $1.9 million was used for fund development and
general administration expenses.
ENDOWMENT FUND EARNINGS AVAILABLE FOR SPENDING (US$ MILLIONS)
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SPENDABLE EARNINGS ACCOUNT
When the Endowment Fund resumed spending in 2011 for all above water funds,
a new procedure was put into place to protect spendable earnings from market
fluctuation prior to being utilized for the intended program. Spendable earnings are
transferred to the spendable earnings account and if not used in the year they are
made available, they remain in the account to be used in a subsequent year.
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ENDOWMENT FUND
GROWTH
As of 30 June 2013, the net assets of the Endowment Fund were $284.4 million,
including life income gifts.(1)
The Rotary Foundation also tracks expectancies to the Endowment Fund.
Expectancies represent commitments made for future gifts, which are not currently
assets of the Foundation and are not included in the audited financial statements.
These commitments typically appear as a provision in a person’s will or other estate
plan that names the Foundation’s Endowment Fund as beneficiary. The Fund’s net
assets plus expectancies totaled $815.0 million as of 30 June 2013.
FIVE-YEAR OVERVIEW OF ENDOWMENT FUND GROWTH (US$ MILLIONS)

Beginning Net Assets
Contributions and Pledges
Investment Income
Total Spending
Ending Net Assets

(2)

Expectancies(3)
Total

08-09

09-10

10-11

11-12

12-13

207.9

168.0

187.2

241.5

248.5

19.8

4.1

16.9

18.9

20.6

(59.3)

15.3

43.1

(4.7)

23.8

(0.4)

(0.2)

(5.7)

(7.2)

(8.5)

168.0

187.2

241.5

248.5

284.4

411.4

438.5

463.6

506.3

530.6

$579.4

$625.7

$705.1

$754.8

$815.0

(1) A Life Income Agreement is an irrevocable contribution that provides a beneficiary with a payment stream for life or
a set number of years depending on the type of vehicle used. Additionally, the donor receives a U.S. charitable tax receipt
for a portion of the face value of the gift.
(2) Life income gifts (net) are included.
(3) The expectancies figure is the total dollar amount of reported testamentary commitments.

ENDOWMENT FUND MARKET VALUE AND EXPECTANCIES (US$ MILLIONS)
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ENDOWMENT FUND GROWTH EXAMPLE
An endowed fund established 20 years ago with a gift of $25,000 has grown to
$39,267. The graph below shows the fair market value of the endowed fund based on
the investment performance shown on page 5.
Additionally, the endowed fund has provided $33,308 in spendable earnings.
This example shows how the real value of an endowed fund has grown while
providing essential financial support to Rotary Foundation programs.
A 20-YEAR SNAPSHOT
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HOW DO I GET
MORE INFORMATION?
For more information, visit My Rotary. If you are interested in learning more about
the benefits of giving, life income gifts, or endowment opportunities, please contact
your district fundraising chair, endowment/major gifts adviser, or regional Rotary
Foundation coordinator.
The Rotary Foundation staff listed below, or staff at your local Rotary International
office, would also welcome the opportunity to provide additional information:

General Manager & Chief Development Officer

John T. Osterlund

john.osterlund@rotary.org

+1-847-866-3212

Director, Fund Development

Eric C. Schmelling

eric.schmelling@rotary.org

+1-847-866-3222

Manager, International Fundraising

David Bender

david.bender@rotary.org

+1-847-866-3456
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INVESTMENT
GOVERNANCE
THE ROTARY FOUNDATION
2012-13 BOARD OF TRUSTEES

THE ROTARY FOUNDATION
2012-13 INVESTMENT COMMITTEE

CHAIR

CHAIR

Wilfrid J. Wilkinson, Canada

Stephen R. Brown, USA

CHAIR-ELECT

VICE CHAIR

D.K. Lee, Korea

Ian H.S. Riseley, Australia

VICE CHAIR

MEMBERS

Stephen R. Brown, USA

Joseph S. Hagler, USA

TRUSTEES
Antonio Hallage, Brazil
Lynn A. Hammond, USA
Jackson San-Lien Hsieh, Taiwan
John Kenny, Scotland
Ray Klinginsmith, USA

Elizabeth H. King, USA
Michael K. McGovern, USA

Douglas W. Phillips, USA
Greg E. Podd, USA
John A. Stairs, Canada
Lauren C. Templeton, USA

Ashok M. Mahajan, India
Michael K. McGovern, USA
Samuel F. Owori, Uganda
Kazuhiko Ozawa, Japan
Ian H.S. Riseley, Australia
Julio Sorjús, Spain
Stephanie A. Urchick, USA
GENERAL SECRETARY
John Hewko, USA
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NOTES

On the cover
Rotary First Harvest, a program of Rotary
District 5030 (Washington, USA), connects
farmers, truckers, food banks, and volunteers
to provide hunger relief to people in need.
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