
MOVING AVERAGE (spend a fixed percentage of the average market value over a set time period)
   Spending Ratet x [ (Ending market valuet-1 + Ending market valuet-2 + Ending market valuet-3...) / Time Period ] = Spendingt

CONSTANT GROWTH (increase spending each year by a constant growth rate or inflation)
   Spendingt-1 x (1 + Consumer Price Index YoY % change) = Spendingt

WITH BANDS (spending is contained within a range of +/- a percentage of previous year’s market value)
   If Spending is < Floor, Spending = Floor; If Spending is > Cap, Spending = Cap

GEOMETRIC (weight given to inflation adjusted spending and target spending of market value)
   Smoothing Rate x [Spendingt-1 x (1 + Consumer Price Index YoY % change) ] + (1- Smoothing Rate) x (Target Spending Rate x 
       Ending Market Valuet-1) = Spendingt

HYBRID (custom combination of spending rules to meet the specific needs of an institution)

 t: time; YoY: Year-over-Year

SPENDING POLICY 
M E T H O D O LO G I E S 
W O R K S H E E T

FORMULAS

	 2016 Spendingt-1 ($):  	 		              	          	  	 Target Spending Rate:  		              %

	 2017 Budgeted Spending:  			            		  Smoothing Rate:  	           		                  

	   

	
	 Spending not to drop below (floor):  	 	      % x   			                 =  		   	   

	 Spending not to exceed (cap):		 	      % x   		                             =  			     

	 Core Consumer Price Index (CPI)YoY % change     	                                   	                   

2016 (t-1) 2015 (t-2) 2014 (t-3) 2013 (t-4)

2012 (t-5) 2011 (t-6) 2010 (t-7)

Ending Market Valuet-1
Line E

Spending Floor ($)Ending Market Valuet-1
Line E

Spending Cap ($)

0.021 (or 2.1%) 1

Portfolio Ending 
Market Value: 

(A) (B)

(C)

(E)

(F)

(G)

(H)

0.7 (or 70%) is common

REFERENCES

Weight given to inflation adjusted spending
(D)

1 Bureau of Labor Statistics; As of December 31, 2015
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Moving Average Constant Growth With Bands Geometric
2017 Budgeted 

Spending

Line M2 Line C1 Line B2 Line G3  Reference Line C

Calculate  spending: 			                  x  (1 + 		   	    ) =  	    		      	                                 

CONSTANT GROWTH

Spendingt-1 
Line A

CPIYoY % change  
Line H

Spendingt

(C1)

Verify spending falls within bands:  			    <  			     <  	                                                             

Adjust spending: 	 				      	                    					                        if Spendingt < Floor ($), Spending = Floor ($)
if Spendingt > Cap ($), Spending = Cap ($)

WITH BANDS

Floor ($) 
Line F

Spendingt
Line C1

Cap ($)
Line G

Adjusted Spendingt (Line C1 if Unadjusted)

(B1)

(B2)

Calculate the average portfolio value over specified time period: 

				       /  				      =  					                    

Calculate spending: 				      x  				      =  			                  

Sum of line E (over 3, 5, or 7 years) Time Period (3, 5, or 7 years) Average Portfolio Value

Average Portfolio Value
Line M1

Target Spending Rate 
Line B

Spendingt

MOVING AVERAGE

(M1)

(M2)

PROJECTED SPENDINGt:

GEOMETRIC

Adjust for inflation:  	   	     x [         	    	                    (1 + 	                 ) ] =    				                         

		               (1 -		     ) x (                          x 		                                ) =  		                                       

Calculate spending: 			     	   +  			     	   =  	   	                                        

Smoothing Rate 
Line  D

Spendingt-1 
Line A

CPIYoY % change  
Line H

Inflation-Adjusted Spending

Smoothing Rate 
Line D

Spending Rate 
Line B

Ending Market Value t-1 
Line E

Target-Weighted Spending

Line G1 Line G2 Spendingt

(G1)

(G2)

(G3)

Calculate target 
-weighted spending: 

This worksheet was prepared by Fund Evaluation Group, LLC (FEG), a federally registered investment adviser under the Investment Advisers Act of 1940, as amended, providing non-discretionary 
and discretionary investment advice to its clients on an individual basis. Registration as an investment adviser does not imply a certain level of skill or training. The oral and written communica-
tions of an adviser provide you with information about which you determine to hire or retain an adviser. Fund Evaluation Group, LLC, Form ADV Part 2A & 2B can be obtained by written request 
directly to: Fund Evaluation Group, LLC, 201 East Fifth Street, Suite 1600, Cincinnati, OH 45202, Attention: Compliance Department. The information herein was obtained from various sources. FEG 
does not guarantee the accuracy or completeness of such information provided by third parties. The information in this worksheet is given as of the date indicated and believed to be reliable. FEG 
assumes no obligation to update this information. This worksheet is prepared for informational purposes only. It does not address specific investment objectives, or the financial situation and the 
particular needs of any person who may receive this report.
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