
QUESTIONS & ANSWERS 

 

Q. What Is an Endowment Fund? 
 
An endowment fund is a permanent savings vehicle for not-for-profit institutions. Schools often maintain 
endowments, as do hospitals, churches, and other not-for-profit organizations. The endowment fund is a 
permanent fund. The endowment principal earns interest income. The interest income is what is spent for the 
purposes agreed to by the donor(s) and the institution. The principal is never spent. 
 
The growth of the portfolio is not subject to tax, and donors receive tax deductions for gifts made to 
endowments. Endowed funds are held in perpetuity, which means they will be invested to sustain the not-for 
profit institutions across generations. 

Q. What is the role of the endowment? 

A healthy endowment ensures the strength, stability, and independence of not-for-profit institutions over time. 
Like all institutions, they face significant fixed costs, and the endowment is crucial in insulating themselves 
against any downturns in the business cycle. 

A robust endowment also protects them from sudden changes in government funding as well as variations in 

other outside sources of income, such as grants from corporations and foundations. Preserving the strength of 
the endowment requires sound investment management and a constant infusion of new gifts. 

Q. How is an endowment established? 

Endowments are created through gifts of cash, marketable securities, real estate, personal property, life 
insurance, and provisions in a will or irrevocable trust.  Other planned gift options include retirement assets, 
life insurance, real estate and life income gifts -- unitrusts, annuity trusts and gift annuities.  With a gift of 
appreciated property, a donor avoids capital gain taxes while receiving a charitable deduction for 100% of the 
current value of the gift.  Combined, they constitute a not-for-profit institution's financial capital and provide a 
major source of income to cover operating expenses.    

 
Q. Who has access to the principal of an endowment fund? 
 
Every state has different rules and regulations. Generally, the by-laws of the endowment fund will dictate 
accessibility. 
 

Q. How has endowments performed over time? 
 
From June 30, 1995-2005, Harvard university which holds the largest endowment fund in the US, had an 
average annual return of 16.5%. This easily places Harvard in the top 5 percent of institutional funds in terms 
of performance. While these were great returns, we do not expect them to persist. A more realistic, long-term 
expectation would be 8 percent to 10 percent a year over a 10 year period. 
 
Q. What type of funds should a school invest in? 
 
School Funds will be invested in investment vehicles generally recognized in the financial industry as 
conservative investments; seeking “preservation of capital.” 

 
 

JEEF Challenge Grant Requirements 
 
Q. Who may apply to The JEFF Endowment Challenge? 
 
Any K-12 non-profit day school classified tax-exempt by the IRS and is certified by the local BJE or Torah 
Umesorah. 



 
Q. What is the proposal deadline and when will decisions be announced? 
 
Proposals must be received by JEEF by 5:00 p.m. on Day, Month & Year. As part of the proposal review 
process, you may be contacted with questions or requests for additional information. Following approval by 
the JEEF committee day schools will be notified with their stated goal on Day, Month & Year. 
 
Q. What gifts will count toward the challenge grant? 
 
Donor-designated gifts to the day school of cash, marketable securities, and other assets that can be readily 
sold or converted to cash will be accepted, if they comply with current JEEF standards. Irrevocable deferred 
gifts and other non-cash gifts will also be accepted, but will be counted at the value of deductibility to the donor 
allowed by the internal revenue service and can only comprise up to one half of the total endowment fund.  
Bequest intentions will not count.   
 
Q.  How may the funds interest be spent? 
 
The annual operating grant is intended to help day schools to help cover the day to day costs of running the 
school. It is not to be used to build new buildings, buy new furniture, etc. 
 
Q. Will participating in the JEFF challenge affect my annual fundraising? 
 
Participating in the JEEF challenge will increase an organization’s owner base and translate into higher annual 
campaigns in the future. Donors should be encouraged to understand the differences between endowment 
funds and annual campaigns. The JEEF program is an opportunity for day schools to begin building 
endowment principal; an annual campaign provides the ongoing support that the organization will need. 
 
Q. What if a school does not reach their goal by the deadline? 
 
If a school does not reach their goal by the deadline, they forfeit the challenge grant.  However, they did receive 
additional operating income. Furthermore, whatever the organization has raised for the endowments, even 
though not for the full amount, will be a permanent endowment fund for the organization. 
 
Q. What if my organization needs access to the endowment principal? 
 
The intent of the endowment challenge is to create permanent endowment principle.  The principal will be 
designated as a restricted, perpetual fund, never to be invaded.  Donors will contribute funds with the promise 
that their gift will become permanent principal, never to be used otherwise.  
 
Q. When will a school receive the JEEF challenge grant? 
 
Challenge grants will be sent when the organization has reached its endowment goal and all gift and payments 
have been verified and valued within 60 days after the given deadline of Day, Month & date, year. JEEF 
challenge grants will be paid within an additional 45 days of Day, Month & date, year. 
 
Q. What if the organization has already has an existing endowment? May the day school move it 
toward the JEEF endowment?  Will it count toward the JEEF Endowment Challenge? 
 
No. JEEF Endowment Challenge is intended to stimulate new giving and is not to be a complement to existing 
endowment funds.  

 
The Role of the JEEF 
 
Q. Who is responsible to see that the endowment fund is operated properly? 
 
The trustees of each endowment fund are responsible to insure that state law and the provisions of the by-laws 
are complied with at the fund level. JEEF by-laws dictate that the Fund Committee shall furnish to any donor 
or prospective donor to the School Fund, and to the heirs of any donor to the School Fund, upon request, the 



most recent annual endowment statements of the School Fund. This full disclosure helps insure the integrity 
and safety of the fund. 
 
Q. Does the Local JEEF board have access to a schools fund? 
 
No. The mission of JEEF is strictly to promote the local implementation of the Jewish Educational Endowment 
Fund, and can not and does not touch any schools endowment fund.  It is important to clarify in every 
community that our initiative will not take money out of the community to staff another organization.  
 
Q. What role does JEEF play in managing the school's endowment funds? 
 
JEEF, as an organization, does not touch any endowment or communal funds. JEEF helps promote the idea of 
long term financial planning and rewards those who do. Every potential donor must investigate the legitimacy 
of the designated fund to which they plan to dedicate their money. Each school and the endowment fund 
trustees must monitor and protect their own funds. 
 
Q. When may a school use the interest of their endowment fund?  
 
A school can begin to withdraw interest, no less than five years after the inception of the fund. At this time the 
school can only withdraw a "Distribution Percentage" as set forth in its by-laws and the by-laws of JEEF. This 
"Distribution Percentage" (not less than _% nor more than _%) is put in place to make sure that the fund 
continues to grow. 
 
Q. Is the interest earned from the fund used specifically to pay student's tuition and teacher's 
salaries?  Can the interest be used to build a new building? 
 

The purpose of the fund is to achieve a reduction in tuition. The income of the school funds will be used only 
for operating expenses of the school, not for capital expansion. The by-laws of the school and JEEF set up the 
criteria and specific uses for both the principal and the interest. (If agreed upon in advance, each community, 
its parents, its trustees and its administrators may determine on a local level how to allocate these precious 
funds, based on the needs of its own school. Every local community has the ability to determine for itself its 
priorities and whether the funds should be used to reduce tuition, increase teacher salaries, provide special 
need services or a balance of these uses). 
                              

The Role of the Board of Directors 
 
Q. What is the specific role of the trustees of the schools fund? 
 
The trustees are the guardians and custodians of the fund who are responsible for the prudent management of 
the fund's assets as required by law, and the fund's by-laws. Nearly all prudently operated respected funds use 
independent professional asset managers to oversee the fund's investments. 
 
Q. Are the trustee’s fundraisers? 
 
While the trustees generally are not obligated to raise funds for the endowment, hopefully, the trustees will 
lead by example and make committed lifetime gifts to the fund. 
 
Q.  Should the trustees of the fund be the same people as the board of directors of the school? 
  
The board of trustees has the option of taking upon themselves the duties of being the fiduciary of the 
endowment funds. However, fewer difficulties will arise if an independent board would be the overseers of 
each school's endowment funds.  
 
 


