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The Unitarian Universalist Common Endowment Fund, LLC (the “Fund”) is an investment vehicle
managed by the Unitarian Universalist Association (the “UUA”) for investment of the UUA’s own
endowment funds and the endowment funds of UU congregations and related organizations. The Fund
was formed in 2012 to operate as the successor to the UUA’s General Investment Fund, which is of the
UUA itself and has operated under the name of the Unitarian Universalist Common Endowment Fund.
Congregations and related UU organizations (together, “Congregations”) that invest in the Fund acquire
an interest in the Fund itself and become members of the Fund, and do not acquire an interest in the
UUA.

This “Investment Information Memorandum” contains information that may be important to know prior to
investing in the Fund, including information about risks. Please read it before you invest and keep it for
future reference.

Please note that the exhibits referenced and included within this document are an integral part of the
information required to make an informed decision. Accordingly, please do not enter into a Subscription
Agreement or make an investment until you have completely read and understood these materials.

IN MAKING AN INVESTMENT DECISION, INVESTORS MUST RELY ON THEIR OWN EXAMINATION
OF THE FUND, THE UUA AS THE FUND’S MANAGER AND THE TERMS OF THE OFFERING,
INCLUDING THE MERITS AND RISKS INVOLVED. THESE SECURITIES HAVE NOT BEEN
RECOMMENDED BY ANY FEDERAL OR STATE SECURITIES COMMISSION OR REGULATORY
AUTHORITY. FURTHERMORE, THE FOREGOING AUTHORITIES HAVE NOT CONFIRMED THE
ACCURACY OR DETERMINED THE ADEQUACY OF THIS DOCUMENT. ANY REPRESENTATION
TO THE CONTRARY IS A CRIMINAL OFFENSE. THESE SECURITIES ARE SUBJECT TO
RESTRICTIONS ON TRANSFERABILITY AND RESALE AND MAY NOT BE TRANSFERRED,
RESOLD OR ENCUMBERED WITHOUT THE EXPRESS WRITTEN CONSENT OF THE UUA ON
BEHALF OF THE FUND. INVESTORS SHOULD BE AWARE THAT THEY MAY BE REQUIRED TO
BEAR THE FINANCIAL RISK OF THIS INVESTMENT FOR AN INDEFINITE PERIOD OF TIME.

ONLY ENTITIES THAT ARE UU CONGREGATIONS WHICH QUALIFY AS “CHARITABLE
ORGANIZATIONS” UNDER SECTION 3(C)(10) OF THE INVESTMENT COMPANY ACT OF 1940 MAY
INVEST IN THE FUND.

[Tennessee Residents: These Securities are being issued pursuant to T.C.A. Section 48-2-
103(a)(7), which is an exemption from the following statutes: T.C.A. Section 48-2-104

(Securities Registration Requirement - Civil Penalty), T.C.A. Section 48-2-113 (Filing of Sales and
Advertising Literature), and T.C.A. Section 48-2-124 (Scope of Law - Service of Process). The
Fund qualifies for the exemption provided for under T.C.A. Section 48-2-103(a)(7) because it is
operated not for profit, but exclusively for religious, educational, benevolent, and charitable
purposes. The Fund has never been the subject of any stop order, denial, order to show cause,
suspension, or revocation order, injunction or restraining order, or similar order entered by or
issued by any regulatory authority or by any court, concerning the securities covered by this
notice or other securities of the Fund that are currently being offered to the public. Neither the
Fund nor any affiliate or predecessor has had any material default during the past ten (10) years in
the payment of: (i) principal, interest, dividends or sinking fund installments on any security or
indebtedness for borrowed money; or (ii) rentals under material leases with terms of three (3)
years or more.]

Virginia residents must be corporations organized under the laws of the Commonwealth of Virginia.
Florida and Tennessee Residents: Pursuant to Florida Rule 69W-400.001(Z) and the Tennessee Rule

0780-4-2.07(2)(c)(1), please find enclosed a supplement containing the audited financial statements of
the Fund, or of the UUA as the Fund’s predecessor, for the past 3 fiscal years.

Version: September 2015
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A. Overview

1. What is the UUCEE?

If you have responsibility for an endowment fund at your congregation or Unitarian Universalist (“UU”)
related organization, you may recognize (and feel deeply about) several objectives:

= To grow the assets of the fund
= To generate operating income for your congregation
= Toinvestin a way that reflects UU values

The Fund is a professionally managed, diversified investment fund, managed by the Unitarian
Universalist Association (“UUA”), formed to manage the assets of congregations, regions, districts and
other UU-related organizations (congregations, districts and UU-related organizations are collectively
referred to as “UU Congregations”). The Fund was formed in 2012 as a Massachusetts limited liability
company, has been qualified as a charity under section 501(c)(3) of the Internal Revenue Code and will
commence operations on July 1, 2015 (the “Fund Commencement Date”), as the successor to the UUA’s
General Investment Fund (which operated under the name of the Unitarian Universalist Common
Endowment Fund (the “UUCEF-GIF”)). We use the term “UUCEF” below to refer both to the Fund and
the UUCEF-GIF.

Currently, over 300 UU Congregations entrust the management of all or a portion of their investment
assets to the UUA for investment in the UUCEF-GIF, which is part of the UUA. Prior to the Fund
Commencement Date all UU Congregations participating in the UUCEF-GIF will be required either to
transfer their investments to the Fund and become members of the Fund or to liquidate their UUCEF-GIF
investments. From and after the Fund Commencement Date, the Fund will be available for investment
both by UU Congregations that previously invested in the UUCEF-GIF and new UU Congregations that
previously did not participate in the UUCEF-GIF.

As manager of the Fund, the UUA will follow the same investment policies and use the same decision-
making procedures that the UUA has followed and used in managing the UUCEF-GIF, subject to a right
on the UUA’s part to change those policies and procedures upon notice to investing UU Congregations.

Established in 1962 as a common investment fund®, assets of the UUCEF-GIF currently are, and assets
of the Fund will be, held in US and international equities, domestic and global fixed income securities and
other holdings intended to provide broad diversification.?

The Fund is available for the investment of endowment funds, unrestricted quasi-endowment funds, trust
funds, and other assets of UU Congregations that have a long-term investment perspective and the need
for income to support their missions. The description of the UUCEF that follows generally applies both
the UUCEF-GIF prior to the Fund Commencement Date and to the Fund from and after the Fund
Commencement Date.

The UUCEF’s goals are to provide:

. Growth in the value of invested assets

. Sustainable distributions for congregational support

In order to reach these goals, the UUCEF has the following investment objective: With the guiding lens of
Unitarian Universalist values and principles, strive to achieve consistent returns within a moderate risk
tolerance over the long term, sufficient to allow Congregations take regular distributions and maintain the

value of principal after adjustment for inflation and after all expenses.® It pursues this goal through
diversification among asset classes (large cap equities, small cap equities, fixed income, global asset



allocation funds, private capital, and hedge funds), geography (U.S., international developed markets and
emerging markets) and investment managers (the UUCEF currently uses 15 money management firms,
each with its own specialty, which are referred to herein as “Investment Manager(s)’).*

Investing in the UUCEF can relieve an organization of the responsibilities of investment management and
move that task to professional managers and advisors, whose work is directed and monitored by a team
consisting of the UUA Board of Trustees (“Board”), the UUA Investment Committee (“Investment
Committee” or “IC”), the UUA Socially Responsible Investing Committee (“SRIC”) and the UUA staff.®

The UUCEF brings investors an added dimension — an active program of Socially Responsible Investing
("SRI"), which focuses on making investment decisions that reflect UU values and contribute to positive
social and environmental change. The UUCEF's SRI goals are realized by work in three areas:
Shareholder advocacy (including proxy voting), community investing, and investment screening through
stock selection.®

As of December 31, 2014, the UUCEF held assets valued at approximately $190 million. About $92
million of that consisted of the UUA’s own endowment assets, and the balance represented funds from
UU Congregations and trusts benefiting congregations. Individuals may not invest in the UUCEF.

2. Why Invest in the UUCEF?

The UUCEF is an alternative for UU Congregations that currently manage or direct the investment of their
own assets. The UUCEF is more than a single investment option — it is an investment program that
implements a range of key tasks that may be challenging (and costly) for any single UU Congregation to
perform on its own. Under oversight of the Board, and with the advice of an investment consulting firm,
the Investment Committee’ selects professional outside consultants and Investment Managers.
Collectively, these groups and individuals work to:

= Establish investment policies and operating procedures with ethical standards that are aligned
with UU values

Set long-term asset allocation targets

Select and monitor investment managers

Utilize UU committee members for guidance, several of whom are investment professionals
Receive oversight from the UUA Financial Advisor and the UUA Treasurer (“Treasurer”)
Report to the Board, as fiduciary of the UUCEF

Regularly rebalance the UUCEF to its strategic asset allocation targets

Insure that the books and records of the UUCEF are audited by a major accounting firm

Service capabilities are built around the needs of UU Congregations, such as:

= Ability to segregate restricted and unrestricted funds®

= Distribution payments each quarter, if requested

= Flexible annual distribution rates

= Quarterly statements and performance reports

= Monthly statements and performance reports posted online

= Quarterly conference calls

» Regular communications

= Commitment to responsive, high quality service from dedicated UUA staff
3. Managing Investment Risk

When managing their own endowments, UU Congregations face an increasingly complex set of
challenges, such as:

= Establishing investment policies



= Implementing an asset allocation strategy

=  Selecting investments and/or Investment Managers

» Rebalancing the portfolio on a consistent schedule

= Monitoring performance

= Implementing portfolio changes

= Controlling costs

= Ensuring good accounting and audit practices

= Enforcing good Investment Committee governance

=  Complying with the Uniform Prudent Management of Institutional Funds Act and other regulations
* Managing and investing in line with UU values

Each of these responsibilities has its own risks, regardless of the asset size of the endowment fund or the
investment experience of its trustees. UU Congregations may not have the time and expertise to manage
these risks and generate the investment returns they seek.

By investing in the Fund, UU Congregations can transfer the responsibilities of investment management
to a team of UUA committee members, staff, and outside professional managers and advisors and take
advantage of a comprehensive approach already in place — one with investment practices that express

and support UU values through SRI.

By investing in the Fund, your UU Congregation can:
* Free-up time and energy that can be devoted to other productive activities
= Gain peace of mind with professional management
= Increase the extent to which your assets are managed in a socially responsible manner
= Benefit from reduced transaction and management fees available to a larger fund.

4, How the Fund Works

Subscribing to the Fund.

UU Congregations that currently participate in the UUCEF-GIF and wish to continue to invest in the
UUCEF (“Initial Fund Members”) may do so through the Subscription Agreement for this offering.
Through that Subscription Agreement, they may instruct the UUA, effective on the Fund Commencement
Date, to transfer their undivided interest in the UUCEF-GIF to the Fund. As a result, they will exchange
their interest in the UUCEF-GIF (which constitutes a claim against the UUA) for an interest with the same
value in the Fund and become members of the Fund on the Fund Commencement Date.

A UU Congregation that is not an investor in the UUCEF-GIF on the Fund Commencement Date (a “New
Fund Member”) likewise may invest in and become a member of the Fund through the Subscription
Agreement, but will need to remit payment for the full amount of the subscription. Once a Subscription
Agreement is received and approved, and payment of the subscription amount has been received, the
Fund will confirm the UU Congregation’s starting date as an investor.

Contributions. From and after the Fund Commencement Date, Initial and New Fund Members (together,
“Members”) may send money to the Fund office at any time; however, that money will be held in a
separate Fund bank account and not invested in the Fund until the beginning of the next calendar month.
In order to be invested in the Fund in a timely manner, new contributions must be received by the Fund
by a monthly “Valuation Date”, which is the last business day of each month. We recommend that new
contributions to the Fund be received by the Fund at least 3 business days prior to the Valuation Date.

Units of Ownership. Each Member is allocated a certain number of units of the Fund, based on the value
of the assets the Member places in the Fund. The net asset value (“NAV”) of each unit is calculated
based on the value of the Fund assets at of the close of business on the last day of each month. Money
invested in the Fund is pooled with all other assets of the Fund and invested according to the Unitarian
Universalist Association’s Investment Policy (“Investment Policy”), the Investment Committee Guidelines



(“IC Guidelines”) and, with respect and to the extent that the assets are directly managed on behalf of the
UUA and in certain selected investment vehicles, the Socially Responsible Investing Guidelines (“SRI
Guidelines”) or other applicable socially responsible investing criteria (together the “Investment Policies
and Guidelines”).*

Withdrawals. When an investor requests a withdrawal from the Fund, sufficient units of the Fund are
redeemed by the Fund at the unit’'s NAV as of the next Valuation Date. Investors may request a
withdrawal by giving notice to the Fund, care of the UUA Treasurer, at least 30 days prior to the
applicable Valuation Date if they wish to withdraw $100,000 or more and at least 10 days prior to the
applicable Valuation Date if they wish to withdraw less than $100,000.

Quarterly Distributions. A Member may elect to receive regular distributions from the Fund. Under the
Subscription Agreement, Members may select an annual distribution rate as a percentage of the
applicable average unit value described in Section 6 of the Subscription Agreement. Distribution
payments are issued via ACH on or about the 15th day of January, April, July, and October. In the event
that no distribution rate is selected, no money will be distributed to the Member. Members can access
quarterly and monthly statements online that show all activity related to their investment in the Fund.

Il INVESTMENT OBJECTIVES

The overall investment objective of the UUA, as manager of the UUCEF, is to increase the UUCEF’s
asset value in order to maintain real purchasing power while allowing for regular endowment distributions.
With the guiding lens of Unitarian Universalist values and principles, the Fund seeks to achieve consistent
returns within a moderate risk tolerance over the long term, sufficient to allow UU Congregations to take
regular distributions and maintain the value of principal after adjustment for inflation and after all
expenses (“Target Return Objective”). The UUCEF attempts to achieve this goal by ensuring that the
Investment Managers adhere to the parameters set forth in the Investment Policies and Guidelines.
These objectives are consistent with the needs of many UU Congregations, which typically draw 4% to
5% of their investment balance each year to support their activities.

One of the most important responsibilities of those overseeing an endowment fund is to preserve and
grow the purchasing power of the fund's assets. “Real Asset Growth” of an investment is achieved only
when the total investment return exceeds the annual loss of purchasing power (measured by inflation)
and distributions.

Real Asset Growth = Total Investment Return — (less) Inflation and Distributions
Those with investment responsibilities at UU Congregations may not have the resources to achieve Real
Asset Growth over the long term on their own — through market cycles and changing economic

conditions. At UU Congregations, the future of your endowment fund will depend on it.

M. INVESTMENT POLICIES AND GUIDELINES

The Investment Committee is appointed by the UUA Board of Trustees, and operates under the
Investment Policy adopted by the Board. The Investment Policy authorizes the Investment Committee to
interpret and implement the Investment Policy, establish IC Guidelines (including the investment
objectives above), and report regularly to the board. The Investment Committee establishes the asset
allocation policy that sets target commitments for each asset class. The committee is also responsible for
setting guidelines for rebalancing asset classes and reviewing them on at least a quarterly basis.™*

A. Socially Responsible Investing: Reflecting UU Values

When a UU Congregation becomes an investor in the UUCEF, its voice is amplified by joining with other
investors in the UUCEF. The UUA believes this gives UU Congregations an opportunity to have a more
powerful and wide-ranging impact on corporate behavior and other issues of deep concern to Unitarian



Universalists. Within the specified parameters, these SRI initiatives represent an effective way to bring
UU ideals to the marketplace and for UU Congregations to fulfill their SRI goals. Specifically, shareholder
advocacy and proxy voting initiatives seek to give investors a way to have UU values represented, year
after year, under a focused and coordinated program to change the behavior of US and multi-national
corporations. This program is implemented through collaboration among UUA staff, the SRIC and the
Investment Committee.

1. Shareholder Advocacy

The UUA believes it should take full advantage of rights as a shareholder to express UU values on key
issues to corporations in which money is invested. Shareholder advocacy addresses such issues as
equal opportunity employment, board diversity, executive compensation, non-discrimination based on
sexual orientation and gender identity or expression, global labor standards, and environmental issues
like climate change through the following activities:

» Filing and co-filing shareholder resolutions;

= Voting on all issues presented in the proxy statements for corporate annual meetings;
= Presentations of resolutions at corporate annual meetings; and

» Dialogues with corporate management.

The UUA is a member of the Interfaith Center on Corporate Responsibility (“ICCR”), a coalition of
religious investors from many faith traditions. Together with other institutional investors, it uses its
members' collective ownership in corporations to challenge management and boards of directors to
improve their policies concerning social, environmental, and corporate governance issues.

Shareholders, particularly institutional shareholders, can influence decision makers of publicly traded
corporations to engage in ethical and sustainable business practices. Ownership in a company confers
the opportunity to take positive action for others and the world in which we live. As a shareholder, the
UUCEF has the right to vote on many issues regarding financial, governance, social and environmental
issues. Many of these subjects are complex and difficult to follow within a portfolio with hundreds of
holdings. Fund Members are served by the UUA and its partner organizations, which follow shareholder
issues, monitor them carefully and then implement proxy voting guidelines consistent with UU values.

To support these efforts on behalf of the Fund, the UUA uses the services of Institutional Shareholder
Services (“ISS”), a firm that conducts research on proxy matters, makes recommendations and then
handles proxy voting on shares owned by the Fund as the UUA directs. Because it serves a range of
institutional clients interested in similar services, ISS has the resources to monitor the large number of
issues related to companies in which the UUCEF invests. In the course of a year, ISS will cast over one
thousand votes with hundreds of companies on behalf of the UUCEF. The UUA receives regular reports
on how |}§ proxies are voted and the results of those votes, and posts this information on the UUCEF
website.

2. Community Investing

Community Investing is financing that creates resources and opportunities for economically
disadvantaged people and communities. It supports development initiatives in low-income communities
both in the United States and in developing countries. The UUCEF commits approximately 1% of its
assets to community investments. The SRIC, in close cooperation with the Treasurer, makes decisions
regarding the choice of community development investments. Options for community investment include
community development banks, credit unions, loan funds, venture capital funds, and other institutions
offering investment products that support community development. Funds may also be deposited with
micro-enterprise lenders, which make small loans around the world to worthy persons and projects with
the goals of building self-sufficiency, addressing violence, and alleviating poverty.



3. Investment Screening

How and where we choose to invest can forcefully proclaim our UU ideals. Investment screening is the
practice of excluding investments from portfolios based on social, environmental and governance criteria.
It also includes weighting portfolios towards companies that perform better on these criteria and avoiding
the poor performers. Screening criteria are designed to represent UU values, as expressed in General
Assembly Resolutions, Board resolutions and the UUA Purposes and Principles.13 The UUA employs
Sustainalytics, which specializes in SRI issues, to rate over 1,000 U.S. companies based on these values
and to advise on which companies to exclude from the portfolio. These criteria are applied to the
UUCEF’s separate accounts; that is, accounts in which the manager selects individual stocks and bonds
that are owned directly by the Fund.

The maijority of the Fund’s assets are invested in pooled investments such as mutual funds and private
co-mingled funds. The Investment Committee endeavors, in connection with selecting the pooled
vehicles in which the UUCEF invests, to choose, to the extent available and with due regard to
investment performance, pooled vehicles that reflect our UU values to the greatest extent possible. The
UUCEF’s assets that are invested in pooled investment vehicles represent only a small portion of all
investors’ assets in such vehicles. As a result, it is not possible for the UUA to apply the SRI Guidelines
and screens directly to the holdings of the pooled investment vehicles in which the UUCEF invests.
Currently approximately 65% of the UUCEF’s total investments are in pooled investments, about half of
which are in vehicles with SRI and/or ESG policies. Overall, approximately 75% of the UUCEF’s
investments incorporate SRI/ESG criteria.

Socially responsible investors seek to own financially strong companies that make positive contributions
to society. This is often termed "positive" screening. With a portion of its US equity investments, the
UUCEF weights the portfolio towards companies that perform better on employee and community
relations, environmental practices, safe and useful products, and demonstrated respect for human rights
in all countries where they operate. The UUCEF also actively avoids investing in companies whose
products and business practices are harmful or unethical. This is termed “negative” screening.

B. Investment Managers and Consultants

Independent Investment Managers and consultants are used to implement each component of the
Policies. On behalf of the UUCEF, the Investment Committee selects experienced Investment Managers
that have solid performance records and whose business practices are consistent with inclusiveness,
anti-discrimination, and an active commitment to workplace diversity. The Investment Committee uses
New England Pension Consultants (NEPC) to employ a rigorous selection process and to continually
monitor the performance of outside Investment Managers to ensure that objectives are met and all
Policies and Guidelines are followed.

A large universe of asset managers exists, and the Investment Committee, with the advice of NEPC,
takes great care in selecting only those Investment Managers that meet the UUCEF’s criteria for
professional investment process, potential sustainable return patterns, acceptable risk, and competitive
fees.™ Performance is considered over a three- to five-year time horizon. NEPC produces detailed
market and manager performance analysis quarterly, which is reviewed in detail by the Investment
Committee. The investment consultant also produces monthly “flash” reports, which are reviewed by staff,
and corrective action is taken if considered to be in the best interest of the UUCEF.

C. Asset Allocation

The IC Guidelines call for the allocation of invested funds to various asset classes in order to maximize
long-term investment returns, including generation of current income and capital appreciation, while
reducing risk. The Investment Committee has adopted the Asset Allocation Policy described in the IC
Guidelines."® Actual asset allocation is reviewed regularly and rebalanced to target allocations quarterly
or when an asset class weighting is outside of its target range.



To meet its objectives, the UUCEF's Asset Allocation Policy calls for a diversified mix of asset classes.
This strategy is intended to balance the desire to maximize returns with minimizing volatility.

The UUCEF's performance summary is updated monthly and is posted on the UUCEF website."®

V. Expenses

Costs associated with the UUCEF are paid by the UUCEF and will reduce the earnings of the Fund’s
Members by about 1% per year. This amount includes all costs for Investment Management, custodial
services, proxy voting, an annual audit, investment consultants, and the UUA’s administrative fee of
0.20%. See Exhibit A for a complete description of all of the expenses associated with the UUCEF and
Exhibit E for the Audited Financial Report of the UUA, which further details these expenses.

The largest expenses incurred by the UUCEF are the fees paid to the Investment Managers responsible
for portfolio management. The UUCEF is able to keep the total fee for all services at this low level
because of economies of scale. The fixed cost of some services is a lower percentage when spread
across multiple funds. Further, because of its size, the UUCEF generally receives more favorable rates
for asset management and custody services than would be available to smaller pools.

The UUA’s administrative fee covers staff costs and other administrative expenses. This fee is analyzed
periodically to ensure that it reflects the actual costs to the UUA of administering the UUCEF.

V. Risk Factors

The risks enumerated below do not encompass all of the possible risks associated with an investment in
the Fund. Prospective investors should read this entire Investment Information Memorandum and
consider the advice of their own advisers before investing. In addition, as the UUCEF’s investment
program develops and changes over time (subject to limitations established by the UUCEF’s Investment
Policies and Guidelines), an investment in the Fund may in the future be subject to additional and
different risk factors. There can be no assurance that the UUCEF will achieve its investment objectives or
its Target Return Objective. Prospective investors should consider, among other matters, the following
risks before investing in the Fund.

It is possible to lose money by investing in Fund. Factors that may influence the value of Fund-owned
securities and, hence, Fund unit value, may include:

Operating History. Although the UUCEF has generally delivered positive annual returns, Members
should not rely on past performance as an indication of future results. No assurance can be given as to
any return that a Member will earn on a unit.

Investing Judgment. All securities investments risk the loss of capital. The success of the investment
strategies employed by the UUCEF is subject to the judgment and skills both of the Investment Managers
hired to manage the UUCEF and of the Investment Committee in determining which Investment
Managers to hire and the investment strategies into which the Fund’s assets will be allocated. There can
be no assurance that the investment decisions or actions of any of these parties will be correct. Incorrect
decisions or poor judgment may result in losses, which might be substantial.

Systematic Market Risk. Although the Fund’s investments will be allocated among various asset
classes, both by type of security and geographically, all markets tend to correlate under certain
conditions, such as sudden or accumulated shocks relating to credit quality, significant changes in the
regulatory environment, acts of God, terrorism or any other events that may give rise to a sudden and
broad based loss in confidence in financial markets leading to across-the-board withdrawals of assets
from investment vehicles or panic selling by investors of their own direct investments. Under such
conditions positions that generally have no or low correlation with each other may suddenly become
highly correlated, resulting in significant increases in changes in the price of a given security or an entire
portfolio. Under such conditions the Fund might incur substantial losses.



Interest Rate Risk. The Fund may have exposure to interest rate risk. To the extent prevailing interest
rates change, it could negatively affect the net asset value of investors’ units.

Equities. Equity investments are routinely subject to substantial volatility. In the event of adverse
developments relating to the companies that issue them, equities may be subject to material loss of
value. In the event of bankruptcy, losses can amount to 100% of invested amount.

Credit Risk. A primary focus of the UUCEF is to invest in debt obligations of corporate or government
issuers. Credit risk is defined as the risk of non-payment or delayed payment of principal or interest by
the borrower as stipulated under the terms of the debt obligation. Any time the Fund invests in such
obligations, it is exposed to credit risk. The UUA as manager relies on the UUCEF’s Investment
Managers to properly assess the credit risk to which the UUCEF’s assets are subject and to select the
optimal risk-adjusted return in taking on credit risk. Since this process is not an exact science and will be
dependent on the judgment of the Investment Managers, there is significant scope for error and,
therefore, possible loss to Members.

Foreign Investments Generally. A significant portion of the UUCEF’s assets may be invested in pooled
investment vehicles that invest in securities denominated in foreign currencies and/or traded outside of
the United States or comparable Western nations. Such investments require consideration of certain
risks typically not associated with investing in U.S. securities. Such risks include, among other things,
trade balances and imbalances and related economic policies, unfavorable currency exchange rate
fluctuations, imposition of exchange control regulation by the United States or foreign governments,
United States and foreign withholding taxes, limitations on the removal of funds or other assets, policies
of governments with respect to possible nationalization of their industries and political difficulties,
including expropriation of assets, confiscatory taxation and economic or political instability in foreign
nations.

An issuer of securities may be domiciled in a country other than the country in whose currency the
security is denominated. The values and relative yields of investments in the securities markets of
different countries, and their associated risks, are expected to change independently of each other.
There may be less publicly available information about certain foreign companies than would be the case
for comparable companies in the United States, and certain foreign companies may not be subject to
accounting, auditing and financial reporting standards and requirements comparable to or as uniform as
those of United States companies. Securities markets outside the United States, while growing in
volume, have for the most part substantially less volume than U.S. markets, and many securities traded
on foreign markets are less liquid and their prices more volatile than securities of comparable U.S.
companies. In addition, settlement of trades in some non-U.S. markets is slower, less systematic and
more subject to failure than in U.S. markets. There also may be less extensive regulation of the securities
markets in countries other than the United States.

Additional costs could be incurred in connection with the international investment activities of the UUCEF.
Foreign brokerage commissions generally are higher than in the United States. Expenses also may be
incurred on currency exchanges when investment vehicles in which the UUCEF invests effectively shift
investments from one country, or group of countries, to others. Increased custodial costs as well as
administrative difficulties (such as the applicability of foreign laws to foreign custodians in various
circumstances, including bankruptcy, ability to recover lost assets, expropriation, nationalization and
record access) may be associated with the maintenance of assets in foreign jurisdictions.

Private Equity Investments Generally. Some portion of the UUCEF’s assets may be invested in private
equity funds or other private pooled investments. These types of securities typically do not have active,
liquid markets for secondary trading, and their underlying investments generally are not themselves
publicly traded. As a result, the purchase of interests in such funds carries additional risks, including the
risk that the underlying value of such interests is subject to greater uncertainty than is the case with
mutual funds that invest solely in publicly-traded securities, and the risk that such interests may be



subject to both contractual limits and practical limits on how quickly they can be resold by the UUCEF,
and at what price.

Socially Responsible Investing. The UUCEF’s portfolio is subject to SRI screening. As a result, the
universe of acceptable investments for the UUCEF is limited as compared to other funds that do not apply
such screening. The UUCEF may exclude certain securities from its portfolio based on SRI criteria when
it would be otherwise advantageous to invest in these securities, or it may sell certain securities for social
or environmental reasons when it is otherwise advantageous to retain them.

Emerging Markets. A portion of the UUCEF’s assets may be invested in pooled investment vehicles that
invest in so-called emerging markets or less developed countries. It is possible, therefore, that certain of
the UUCEF’s investments may be held in countries characterized by less stable economic or political
conditions than in the largest mature Western economies. Emerging market investing is generally
characterized as having higher levels of risk than in fully developed markets.

Short Selling. Certain funds in which the UUCEF invests may engage in short selling. In selling short,
the UUCEF bears the risk of an increase in the value of the instrument sold short above the price at which
it was sold. Such an increase could lead to a substantial (theoretically unlimited) loss.

Trading in Forward Contracts. Certain funds in which the UUCEF invests may engage in the trading of
forward contracts in the interbank market from time to time. In contrast to contracts traded on an
exchange, forward contracts in the interbank market are not guaranteed by any exchange or clearing
house and are subject to the creditworthiness of the counterparty of the trade. In certain instances these
funds also rely on futures dealers. Because the futures dealer may, at times, be the sole counterparty
with respect to a significant part or all of the UUCEF’s assets, the UUCEF may have credit risk to the
futures dealer. If the UUCEF holds funds that invest in forward contracts in the interbank market, it will
have credit risk with a counterparty. In the event of the bankruptcy of counterparty, the fund may be
treated as a general creditor of the counterparty and may not be able to recover any of its assets held as
margin by the counterparty, or any unrealized gains on open contracts.

llliquid Markets. In some circumstances the markets in which the UUCEF invests may be illiquid,
making it difficult to acquire or dispose of contracts at the prices quoted on the various exchanges or at
normal bid/offer spreads quoted off exchange. These and other factors mean that, as with other

investments, there can be no assurance that trading in these markets will be profitable.

Currency Risks. The UUCEF may invest significantly in pooled investment vehicles that invest in
securities denominated in currencies other than the U.S. dollar. The Fund will, however, value its
securities and other assets in U.S. dollars. To the extent unhedged, the value of the UUCEF’s assets will
fluctuate with U.S. dollar exchange rates as well as with price changes of the UUCEF’s investments in the
various local markets and currencies. Thus, an increase in the value of the U.S. dollar compared to the
other currencies in which the UUCEF makes its investments will reduce the effect of increases and
magnify the U.S. dollar equivalent of the effect of decreases in the prices of the UUCEF’s investments in
their local markets. Conversely, a decrease in the value of the U.S. dollar will have the opposite effect of
magnifying the effect of increases and reducing the effect of decreases in the prices of the UUCEF’s
foreign investment positions.

Conflicts as to Brokerage Allocations. The UUCEF’s Investment Managers may allocate a portion of
the UUCEF’s transactions to broker-dealers that agree to pay certain expenses of the Investment
Managers or their affiliates. These may include research related to investment and certain brokerage
transaction-related expenses. To the extent that brokerage is allocated on such basis, and commission
charges reflect such arrangements, such an Investment Manager will benefit from such arrangements
and may be deemed to have a financial conflict of interest with the Fund and its Members. Investment
Managers typically do not endeavor to allocate, as between the UUCEF and the Investment Managers’
other managed entities and accounts, particular items of expenses paid relative to the vehicle or account
generating the particular commission revenues utilized for payment. Accordingly, brokerage allocations



from the UUCEF may have the effect of indirectly benefiting other entities and accounts managed by an
Investment Manager (although the opposite may also occur to the UUCEF’s benefit).

Level of Withdrawals. Substantial withdrawals by Members from the Fund within a limited period of time
could require the Fund to liquidate positions more rapidly than would otherwise be desirable, which could
adversely affect the value of both the units being redeemed and the outstanding units. In addition,
regardless of the period of time in which redemptions or withdrawals occur, the resulting reduction of the
Fund’s net asset value could make it more difficult for the Fund to generate profits or recover losses.

No Ability to Resell, Borrow Against or Transfer Units. Investing UU Congregations will in general not
be able to sell, borrow against or otherwise transfer or encumber their units in the Fund and,
consequently, will generally be able to liquidate the value of their Fund investments only by means of
monthly withdrawals, subject to notice requirements in the Subscription Agreement. The risk of any
decline in the net asset value of the Fund, and therefore the value of the Fund units pending the
occurrence of a withdrawal date, will be borne by the UU Congregation requesting the withdrawal.

Limited or No Regulation. The Fund is exempt from registration as an investment company under the
Investment Company Act of 1940, and the offer and sale of Fund units has not been and will not be
registered under the Securities Act of 1933, all in reliance upon exemptions applicable to nonprofit
entities. The offer and sale of the Fund’s units is also exempt from registration and regulation under
most, although not all, state securities (or “blue sky”) laws. In addition, while the UUA acts as the Fund’s
manager and falls within the definition of an “investment adviser,” the UUA is exempt from registration as
an investment adviser under both the Investment Advisers Act of 1940 and Massachusetts law.
Accordingly, although certain anti-fraud protections and protections afforded the federal and selected
state securities laws may be available, UU Congregations that are Members of the Fund will not generally
have the benefits afforded by such registrations.

Other Activities of the Investment Managers. The Investment Committee intends to monitor the
conflicts of interest applicable to the Investment Managers. However, the Investment Managers manage
the funds of many other investors. Accordingly, the UUCEF is subject to actual and potential conflicts of
interest arising out of the other activities of the Investment Managers and their affiliates. The Investment
Managers and/or their affiliates may advise and manage other investment funds and accounts having
investments that are or may be in the future substantially similar to or different from the investments of the
UUCEF. Other investment funds and accounts managed or advised by the Investment Managers may
also employ investment strategies similar to or different from the investment strategies employed for the
UUCEF. Moreover, the Investment Managers (and their respective affiliates) may engage in proprietary
trading for their own accounts. The Investment Managers therefore may have conflicts of interest when
allocating investment opportunities among the UUCEF and the other investment funds and accounts
managed or advised by the Investment Managers and their affiliates, including proprietary accounts. The
UUCEF or UU Congregations that invest in the UUCEF will not be in a position to monitor or inspect
outside or proprietary trading records of the Investment Managers, their officers or employees or any of
their affiliates.

Exculpation of the UUA the Investment Managers; Indemnification. The UUA, as the Fund’s
manager, and the Investment Managers hired by the UUA to manage the Fund, as fiduciaries, have a
responsibility to exercise good faith and fairness in all dealings affecting the Fund. However, the
investing UU Congregations will agree in the Subscription Agreement and in the Fund’s “operating
agreement” (which governs the Fund’s affairs) to indemnify and exculpate the UUA, its officers, directors,
agents (including Investment Managers) and employees (collectively the “Indemnified Persons’) from any
liability for losses, damages or expenses resulting from the Indemnified Persons’ acts or omissions in
connection with the Fund except in the case of willful misfeasance, bad faith, gross negligence or
reckless disregard of duties on the part of the Indemnified Persons.

Extremely limited voting and other rights. Members of the Fund have extremely limited voting rights.

Among other things, they generally have no right to call meetings of Members or to remove the UUA as
the Fund’'s manager (although they do have the right to elect a new manager if the UUA withdraws as
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manager and does not elect to liquidate the Fund). The UUA may materially change the manner in which
it manages the Fund upon notice to the Members, and a Member’s only recourse if it does not approve of
such a change will be to withdraw its investment in the Fund.

VL. Organization of the Fund

The Fund is organized as a Massachusetts limited liability company, and the rights and obligations of its
Members are governed by its operating agreement (the “Operating Agreement”), a copy of which is
attached as Exhibit G. All Members of the Fund are parties to, and bound by, the terms of the Operating
Agreement, and prospective investors in the Fund are urged to examine the Operating Agreement and to
contact the UUA with any questions concerning the Operating Agreement’s provisions. The UUA may
materially amend the Operating Agreement and change the manage in which the UUA manages the Fund
without the approval of the Fund’s other Members, but the UUA must give reasonable notice of any such
material change to the other Members, and any Member must be permitted to withdraw from the Fund,
before the change takes effect.

VII. How to Invest

A. Application

Investing in the Fund is easy. As noted in item I.A.4. above, a prospective Member of the Fund must
execute a Subscription Agreement. Once completed, this form should be forwarded to Mr. Brennan or
Ms. Helbert at the address stated below.

The Subscription Agreement contains a "reversion clause" providing that if a congregation ceases to
function while it still holds an investment in the Fund, the congregation’s remaining assets held in the
Fund (after the payment of debts) will become the property of the UUA, its successor or, with the UUA's
permission, another UU organization. Dissolving congregations that wish to determine independently the
disposition of their investment in the Fund can do so by withdrawing their investment in the Fund.

B. Questions

The Fund and the UUA welcome your questions and comments and look forward to providing the
information you need to determine the best possible approach to your organization’s investments.

Please contact:

Timothy Brennan, Treasurer & Chief Financial Officer
Email: tbrennan@uua.org
Phone: (617) 948-4305

Susan Helbert, Assistant to the Treasurer
Email: shelbert@uua.org
Phone: (617) 948-4306

Unitarian Universalist Association®’
24 Farnsworth Street

Boston, MA 02210

(617) 742-2100

www.uucef.org

Endnotes

11



! The UUCEF was formally established in 1962 as the General Investment Fund and continues to be
governed by the Plan Governing Participation in the Association’s General Investment Fund (the “Plan”).
Please contact the UUA’s Endowment Funds Manager if you would like a copy of the Plan.

® Please see the Asset Allocation Policy in the IC Guidelines in Exhibit B for a description of the Fund’s
portfolio allocation.

® See Exhibit B for the current Investment Policies and Guidelines and Section Il herein in for a complete
description of the Funds goals.

* See Exhibit D for a complete list of the Investment Managers and consultants.

® See Exhibit C for a complete description of the UUA staff involved in the administration of the UUCEF
and the Investment Committee.

® Please see section III.A for a further description of the UUA’s SRI program.
" See Exhibit C for a complete list of the current members of the Investment Committee.

8 Unrestricted funds typically represent donations to the organization that are available for any approved
purpose. Restricted funds are donated for, and limited to, a designated purpose or project.

® See Exhibit F for the Subscription Agreement. Initial Fund Members contribute their prior GIF interests.
New Fund Members are expected to contribute cash. The Fund, however, will consider requests by a
prospective New Fund Member to make contributions in the form of an existing security held by that
prospective investor; in most cases the UUCEF will accept the security only on the condition that the
Investment Manager be permitted to sell the security first, and then credit the investor with the net cash
proceeds of sale (after deducting for the amount of the related brokerage and a fee to the Investment
Manager).

1 please see Exhibit B for the UUA’s current Investment Policies and Guidelines.

! See Section 111.C and the IC Guidelines in Exhibit B for a complete description of the how these
guidelines work.

2 Annually, ISS prepares recommended proxy voting guidelines designed for investors concerned about
social performance. These guidelines are reviewed by SRIC and adjusted to reflect UU values and
concerns. With these customized voting guidelines ISS votes every proxy in line with the UUA’s wishes.
ISS sends reports on actual votes at least quarterly, and SRIC reviews them for adherence to UUA
guidelines. For more information on ISS, visit www.issproxy.com.

'3 For the most recent versions of this document please contact the Assistant to the Treasurer or visit our
website at www.uucef.org.

! See the IC Guidelines in Exhibit B for a complete description of the UUA’s Investment Manager
guidelines and Exhibit D for the current investment managers.

15 See the IC Guidelines in Exhibit B.

16 Monthly updates of Fund performance are available on the UUCEF website at www.uucef.org or by
request.

" A non-profit corporation organized under the laws of The Commonwealth of Massachusetts.
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Exhibit A: Fees and Other Expenses

The following is a summary of the fees and expenses that will be borne by the UUCEF and
investors as a result of their ownership of units in the Fund.

Investment Managers Fees. The UUCEF has independent agreements with each of its Investment
Managers specifying management fees that currently range from 0.1% to 1.4% of assets under
management.” The Investment Managers’ fees are subject to change. In the aggregate, the Investment
Managers’ fees for fiscal year 2014 amounted to approximately 0.55% of Fund assets.

Custodial Fees. Investment Managers that are registered investment advisers are prohibited by law
from taking custody of the assets of the Fund. Therefore the UUCEF’s assets are held by third party
custodians. In addition to custodial fees, the Fund pays a service provider a sub-accounting fee to
generate statements for investors through an online, secure interface. The Fund currently utilizes State
Street Wealth Manager Services in Boston, MA as its principal custodian and HWA International, Inc. for
trust accounting software. The custodian is subject to change. The Investment Committee may, on its
own discretion, change the custodian or cease to utilize a custodian. If the Fund invests in investment
funds, the assets of that investment fund are held by the fund’s custodian.

Proxy Voting Fees. As discussed in section Ill.A.1 of the Investment Information Memorandum, the
Fund currently uses Institutional Shareholder Services (ISS) to conduct research on proxy matters, make
recommendations to the UUCEF, and then conduct proxy voting on behalf of the UUCEF.

Investment Advisory Fee. The UUCEF currently uses New England Pension Consultants (NEPC) to
advise the Investment Committee on strategy, asset allocation, manager selection, and performance
assessment.

Administrative Fees and Expenses. To cover its costs of administering the UUCEF, the UUA charges
an administrative fee of 0.20% of the asset balance of the UUCEF. This administrative fee is designed to
cover the expenses incurred by the UUA in its administration of the UUCEF, including but not limited to
part (and in certain instances all) of a) the salaries of the Treasurer, the Senior Endowment Accountant
and their support personnel; and b) general and administrative costs such as telephone, information
technology services, supplies, website design and maintenance, and occupancy costs.

Other Expenses. The UUCEF bears expenses incurred by the UUA related to its administration of the
UUCEF, including government and fiscal charges, foreign exchange costs and bank charges, as well as
insurance and security costs, ex