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what is an EndowmEnt, and why arE 
EndowmEnts important to southErn miss?

An endowment is a fund created by gifts totaling at least 
$15,000 that are permanently invested by The University 
of  Southern Mississippi Foundation to provide benefits 
to students, faculty or academic programs year after year, 
generation after generation. It is the most enduring way to 
give to the University. Endowments may be funded by cash 
or securities pledged over five years or created through a 
planned gift.

For endowed funds, the principal (endowment corpus) 
is invested, and a portion of  the income generated is 
expended to carry out the donor’s purpose. To guard 
against the eroding consequences of  inflation, the 
remaining portion of  investment return stays in the 
reserved earnings of  the fund. The goal is to ensure that 
the fund maintains its purchasing power over time to 
support future generations.

An endowment creates financial stability, allowing the 
University to be less dependent on unpredictable sources 
of  revenue such as state appropriations and research 
sponsorship. Endowments fund an array of  initiatives 
such as scholarships and fellowships for talented students, 
support for distinguished and dedicated faculty members 
through professorships and chairs and support for research 
and other programs.

who will ovErsEE my EndowmEnt in support oF 
southErn miss?

The University of  Southern Mississippi Foundation’s 
Board of  Directors and its Investment Committee are 
responsible for endowment oversight. Investments 
are monitored through the Investment Committee, 
which meets quarterly to review performance of  the 
portfolio. Endowed funds are invested in the USM 
Foundation endowment pool to maximize returns and 
are subject to market conditions. The USM Foundation 
employs a professional investment consultant and 
money managers to assist in managing and overseeing 
the portfolio. 

how is spEnding dEtErminEd?

Once an endowment is fully funded, an annual spending 
allocation will be calculated for the fund by applying 
the spending rate to the average daily balance of  
the fund. The target spending rate is currently four 
percent and is reviewed and approved annually by the 
Investment Committee and the USM Foundation Board 
of  Directors. New endowments must be invested for 
a required period of  time to be eligible for spending; 
however, funds must first have reserved earnings to 
support spending.

frEqUEntly askEd qUEstions



what happEns to any “ExCEss rEturns” in 
thE EndowmEnt, and what happEns whEn 
invEstmEnt rEturns arE nEgativE?

Any earnings beyond the amount needed for the 
designated purpose of  the endowment remain in the 
reserved earnings of  the fund to promote growth and 
protect against inflation in the future. These excess returns 
may also provide available funds in down economic 
periods. In times when the market is down, an endowment 
can spend from prior years’ excess returns up to the 
amount of  the current spending rate. If  there are no 
reserved earnings available, there can be no spending.  An 
endowment is “underwater” when it, through declining 
market performance, has used all accumulated earnings and 
has eroded so that the fund’s net asset value is less than the 
original gift value, or corpus. Spending will not occur in 
“underwater” endowments; however, a donor may make a 
gift to support the program or scholarship for current year 
spending if  an endowment fund is underwater.

Can an EndowmEnt BE dEsignatEd For a spECiFiC 
purposE?

Absolutely. As with any gift to Southern Miss, an 
endowed gift offers alumni and friends the opportunity 
to have their names, or the name of  a loved one, linked 
to an area of  the University in which they have a special 
interest. Examples include the following:

•     Some donors create unrestricted endowments, 
      recognizing that the needs and challenges of  the 
      future will differ from those of  today. Unrestricted 
      gifts are used for the highest priority needs on 
      campus and provide the most flexibility as these 
      needs change.

•     Many donors create undergraduate scholarships or 
      graduate fellowships to aid deserving students 
      majoring in a course of  study within a specific college.

•     Other donors choose to direct their gifts to areas   
      or programs of  special concern to them, knowing 
      that these additional funds provide an opportunity for 
      those programs to grow and excel.

whErE Can i Find morE inFormation?

The Endowment Investment Policy Statement governs 
the administration and investment of  the endowment 
pool. This document, as well as other information, can be 
found by visiting www.usmfoundation.com.

what doEs it cost to 
crEatE an EndowmEnt?

•    $15,000 is the minimum endowment level at 
      the USM Foundation.

•     A College or school requires a minimum gift of 
      $10 million to be endowed.

•     A department requires a minimum gift of $5
       million for endowment.

•     A university-wide Center or institute requires a 
       minimum investment of $2.5 million to be
       funded.

•     A College-wide Center or institute requires a 
       minimum gift of $1 million to be funded.

•     A Chair requires a minimum gift of $1 million 
       to be endowed.

•     A distinguished professorship can be 
       established with a minimum gift of $250,000.

•     A Faculty Fellowship requires a minimum gift 
       of $100,000 to be funded.

•     A distinguished lectureship requires a 
       minimum gift of $500,000 to be endowed.

•     A visiting lecture series requires a minimum 
       gift of $250,000 to create an endowment.

•     An annual lecture series requires a minimum 
       gift of $100,000 to form an endowment.

•     A graduate Fellowship requires a minimum 
       investment of $250,000 to be funded.

•     A presidential scholarship requires a minimum 
       gift of $150,000 to be endowed.

•     A research Fund can be endowed for 
       $100,000.

•     A Fund for Excellence requires a minimum 
       investment of $25,000 to be funded.

•     An Endowed scholarship can be established
       for as little as $15,000.

•     A support Fund requires only $15,000 to be    
       established.



EndowmEnt – a fund established for a designated 
purpose to be held in perpetuity according to donor 
intent. Gifts to the fund are used to create the corpus 
and may not be spent. A portion of the earnings from 
the investment of the fund’s corpus are used for the 
purpose established by the donor.

Corpus or pErmanEntly rEstriCtEd Fund BalanCE – 
the value placed on the initial gift plus additional 
contributions in an endowment. Corpus may not be spent.

rEsErvEd Earnings Fund BalanCE (also CallEd 
tEmporarily rEstriCtEd Fund BalanCE) – the 
accumulated earnings, less distributions and 
adjustments for gains or losses due to market changes, 
of an endowment fund. The entire balance of the 
reserved earnings fund balance is not available for 
expenditure.  Only the annual spending allocation is 
available to be spent in any given year.

markEt valuE oF a Fund – the sum of the corpus and 
the reserved earnings balances of the endowment.

spEnding alloCation – the amount that may be 
spent from an endowment calculated on an annual 
basis. The spending rate used for the calculation is 
set annually by the Investment Committee. New 
endowments established prior to July 1, of a given year 
are eligible to receive a spending allocation for the 
coming year. To allow for an accumulation of interest, 
new endowments established July 1, or later will not 
have a spending allocation until the second year of 
existence.

Earnings and lossEs – interest, dividends and realized 
and unrealized gains and losses are components of 
the income from the endowment portfolio. These 
earnings and losses are allocated proportionately to all 
endowment funds. 

distriButions For program purposE – the amount 
distributed from a fund as designated by the purpose 
of the fund.

administrativE FEE – the amount charged annually by 
The University of Southern Mississippi Foundation for 
management of the endowment fund. The current rate 
is 1.75% of the fund’s average daily balance. A fee is not 
charged when a fund is underwater or underfunded.

undErwatEr – a condition in which the market value of 
an endowment is less than the corpus, and as a result, 
no spending allocation is available.

undErFundEd – a condition in which the market value 
of an endowment is greater than the corpus, but there 
are not sufficient earnings to make a full spending 
allocation available.

donor rEprEsEntativE – an individual, either as a 
person or as a position in an organization, who is 
granted the authority to make decisions related to 
a fund. This person is the main point of contact for 
annual stewardship efforts. The Donor Representative 
shall represent all donors to the fund in determining 
any action to be taken in connection with the Fund.

altErnatE donor rEprEsEntativE – the person named 
by the Donor Representative to be his/her agent and for 
all purposes to act in his/her place in connection with 
the fund if the Donor Representative becomes unable 
or unwilling to act.  

signaturE authority – the person who through his/her 
position with the University is granted the authority to 
approve withdrawals for the stated purpose of the fund. 
Persons other than the Signature Authority may make 
requests for withdrawals, but these must be approved 
by the Signature Authority.
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