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Framework	
  
•  The	
  administra-on	
  has	
  decided	
  that	
  the	
  
university	
  is	
  in	
  dire	
  financial	
  condi-on,	
  
and	
  that	
  draconian	
  cuts	
  to	
  the	
  core	
  
academic	
  mission	
  are	
  the	
  only	
  op-on.	
  

•  This	
  analysis	
  will	
  examine:	
  
– 1.	
  Is	
  the	
  university	
  in	
  dire	
  financial	
  condi-on?	
  
– 2.	
  If	
  not	
  dire,	
  are	
  there	
  s-ll	
  problems?	
  
– 3.	
  What	
  ac-ons,	
  other	
  than	
  cuCng	
  the	
  core	
  
academic	
  mission,	
  should	
  be	
  considered?	
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Execu2ve	
  Summary	
  
•  Conclusion:	
  The	
  faculty	
  layoffs	
  should	
  not	
  have	
  been	
  

implemented.	
  	
  Administra-ve	
  savings	
  should	
  come	
  first,	
  
and	
  a	
  zero-­‐based	
  budget	
  analysis	
  of	
  administra-ve	
  costs	
  
must	
  be	
  undertaken	
  before	
  any	
  addi-onal	
  layoffs	
  occur.	
  	
  
Specifically,	
  the	
  fundraising	
  costs	
  –	
  given	
  what	
  is	
  being	
  
raised	
  –	
  are	
  extraordinarily	
  high	
  and	
  should	
  be	
  reduced	
  
before	
  any	
  cuts	
  the	
  core	
  academic	
  mission	
  are	
  
implemented.	
  

•  Conclusion:	
  There	
  are	
  major	
  transparency	
  issues	
  for	
  the	
  
NJU	
  administra-on.	
  	
  Un-l	
  all	
  data	
  issues	
  are	
  resolved,	
  no	
  
faculty	
  layoffs	
  should	
  occur.	
  

•  The	
  administra-on	
  comes	
  at	
  the	
  problem	
  by	
  seeing	
  how	
  
much	
  of	
  the	
  core	
  mission	
  can	
  be	
  cut	
  and	
  s-ll	
  keep	
  going;	
  
the	
  goal	
  should	
  be	
  to	
  preserve	
  the	
  core	
  academic	
  mission	
  
at	
  all	
  costs,	
  by	
  cuCng	
  as	
  liRle	
  as	
  possible	
  from	
  that	
  core.	
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Roadmap	
  
•  Analysis	
  of	
  Financial	
  Performance	
  
–  Basic	
  ra-os	
  through	
  6/30/11	
  
– Updates	
  for	
  8	
  months	
  ended	
  2/29/2012	
  

•  Revenues:	
  Where	
  is	
  the	
  money	
  coming	
  from?	
  
Tui-on,	
  grants,	
  contracts,	
  endowment	
  income.	
  	
  

•  Focus	
  on	
  Enrollment	
  
•  Expenses:	
  Is	
  the	
  administra-on	
  devo-ng	
  
sufficient	
  resources	
  to	
  the	
  core	
  academic	
  
mission?	
  	
  

•  Other	
  metrics:	
  Faculty	
  salaries,	
  number	
  of	
  
employees	
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Main	
  Data	
  Sources	
  
•  Audited	
  financial	
  statements.	
  	
  
•  Budgets.	
  	
  This	
  is	
  a	
  loaded	
  word.	
  	
  The	
  key	
  fact	
  is	
  this:	
  	
  

–  Audited	
  financial	
  statements	
  report	
  what	
  happened.	
  	
  	
  
–  Budgets	
  predict	
  what	
  will	
  happen.	
  	
  

•  IRS	
  990:	
  Publicly	
  available	
  only	
  through	
  6/30/2010	
  
•  Timing:	
  	
  

–  Audited	
  financial	
  statements	
  are	
  available	
  for	
  the	
  year	
  ended	
  
June,	
  2011.	
  

–  The	
  budget	
  for	
  the	
  current	
  year	
  (2011-­‐12)	
  is	
  already	
  done;	
  the	
  
budget	
  for	
  the	
  2012-­‐13	
  year	
  is	
  being	
  debated.	
  

–  The	
  990	
  is	
  due	
  4	
  ½	
  months	
  a\er	
  the	
  fiscal	
  year	
  end;	
  an	
  
automa2c	
  3-­‐month	
  extension	
  is	
  typically	
  u2lized,	
  giving	
  the	
  
administra2on	
  un2l	
  1/15/2012.	
  	
  Any	
  further	
  extension	
  beyond	
  
1/15/2012	
  requires	
  special	
  circumstances.	
  	
  Therefore,	
  the	
  
2011	
  990	
  is	
  available,	
  and	
  should	
  be	
  shared.	
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Other	
  Data	
  Sources	
  
•  IPEDS	
  (Integrated	
  Postsecondary	
  Educa2on	
  
Data	
  System)	
  for	
  detailed	
  revenue	
  and	
  
expense	
  analysis	
  

•  AAUP	
  Salary	
  Surveys	
  
•  University	
  budget	
  and	
  other	
  documents	
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Statement	
  of	
  Net	
  Assets	
  Summary	
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•  Net	
  Assets	
  =	
  Assets	
  -­‐	
  Liabili2es	
  
•  This	
  basically	
  tells	
  us	
  that	
  the	
  university	
  is	
  not	
  broke;	
  liabili2es	
  are	
  only	
  50%	
  of	
  total	
  

assets,	
  and	
  the	
  percentage	
  has	
  not	
  changed	
  much	
  over	
  the	
  last	
  3	
  years;	
  this	
  is	
  a	
  
similar	
  percentage	
  for	
  February	
  of	
  2012	
  

•  We	
  will	
  examine	
  the	
  components	
  of	
  all	
  three	
  elements,	
  as	
  the	
  focus	
  on	
  net	
  assets	
  
lets	
  us	
  see	
  what	
  reserves	
  exist	
  



Statement	
  of	
  Net	
  Assets	
  Graphically	
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Asset	
  Composi2on	
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•  Investments	
  are	
  almost	
  en2rely	
  the	
  endowment	
  
•  Capital	
  assets	
  are	
  the	
  largest	
  asset;	
  these	
  decline	
  each	
  year	
  due	
  

to	
  non-­‐cash	
  deprecia2on	
  



2011	
  Asset	
  Composi2on	
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Total	
  Assets	
  =	
  
$110	
  Million	
  



Investments	
  from	
  2008	
  to	
  2012	
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•  Total	
  investments	
  have	
  more	
  than	
  recovered	
  from	
  the	
  2009	
  decline	
  
•  It	
  cannot	
  be	
  claimed	
  that	
  the	
  decline	
  in	
  investments	
  is	
  a	
  factor	
  in	
  the	
  

financial	
  health	
  of	
  NLU	
  



Investment	
  Porholio	
  2011	
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•  This	
  is	
  not	
  an	
  aggressive	
  porholio	
  
•  For	
  hedge	
  funds,	
  these	
  are	
  o\en	
  called	
  “alterna2ve	
  investments.”	
  	
  

Think	
  Bernie	
  Madoff	
  



Liability	
  Composi2on	
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•  The	
  decline	
  in	
  liabili2es	
  for	
  February	
  of	
  2012	
  is	
  not	
  that	
  revealing;	
  in	
  February	
  
of	
  2011,	
  total	
  liabili2es	
  also	
  declined,	
  as	
  tui2on	
  collected	
  in	
  advance	
  ceased	
  
being	
  a	
  liability	
  

•  Technical	
  accoun2ng	
  note:	
  When	
  tui2on	
  is	
  received	
  before	
  the	
  term,	
  it	
  is	
  a	
  
liability	
  of	
  the	
  university.	
  Once	
  the	
  term	
  commences,	
  the	
  liability	
  is	
  reduced	
  
and	
  the	
  university	
  recognizes	
  tui2on	
  revenue	
  

•  It	
  is	
  revealing	
  that	
  the	
  liability	
  situa2on	
  overall	
  is	
  very	
  steady,	
  and	
  that	
  there	
  
is	
  not	
  a	
  high	
  level	
  of	
  liabili2es	
  rela2ve	
  to	
  assets	
  or	
  reserves	
  



Discussion	
  of	
  Liabili2es	
  and	
  Swaps	
  
•  The	
  bond	
  payable	
  is	
  issued	
  through	
  a	
  public	
  en-ty;	
  this	
  
demonstrates	
  that	
  though	
  NLU	
  is	
  private,	
  they	
  use	
  taxpayer	
  
dollars	
  (and	
  millions	
  for	
  loans	
  and	
  Pell	
  Grants).	
  	
  Denying	
  
basic	
  financial	
  informa-on	
  is	
  not	
  appropriate.	
  

•  The	
  principal	
  of	
  the	
  $42M,	
  1999	
  variable	
  rate	
  bond	
  is	
  paid	
  
off	
  at	
  the	
  rate	
  of	
  $1M	
  per	
  year	
  through	
  2013,	
  then	
  $1.2M	
  
through	
  2015,	
  and	
  $1.4M	
  per	
  year	
  aierwards.	
  

•  In	
  July	
  of	
  2011,	
  the	
  university	
  entered	
  into	
  an	
  interest-­‐rate	
  
swap,	
  where	
  they	
  will	
  swap	
  into	
  fixed	
  payments.	
  	
  This	
  is	
  
fine,	
  but	
  it	
  is	
  risky;	
  organiza-ons	
  that	
  are	
  in	
  dire	
  financial	
  
trouble	
  do	
  not	
  get	
  involved	
  in	
  interest-­‐rate	
  swaps.	
  	
  The	
  
conserva-ve	
  play	
  is	
  to	
  borrow	
  fixed.	
  

•  There	
  is	
  an	
  untapped	
  $3	
  million	
  line	
  of	
  credit	
  that	
  the	
  
University	
  has	
  not	
  u-lized.	
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Net	
  Asset	
  Composi2on	
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•  As	
  we	
  will	
  see,	
  not	
  all	
  of	
  the	
  unrestricted	
  net	
  assets	
  are	
  available	
  as	
  reserves.	
  
•  It	
  is	
  healthy	
  that	
  there	
  are	
  over	
  55	
  Million	
  of	
  net	
  assets	
  –	
  we	
  will	
  see	
  how	
  much	
  

in	
  real	
  reserves	
  there	
  are	
  



Defini2on	
  of	
  Net	
  Asset	
  Categories	
  
Source:	
  Page	
  7	
  of	
  2011	
  Audited	
  Financial	
  Statements	
  

•  “Unrestricted	
  –	
  net	
  assets	
  that	
  are	
  not	
  subject	
  to	
  
donor-­‐imposed	
  restric-ons	
  

•  Temporarily	
  Restricted:	
  net	
  assets	
  subject	
  to	
  donor-­‐
imposed	
  restric-ons	
  that	
  will	
  be	
  met	
  either	
  by	
  ac-ons	
  
of	
  the	
  University	
  or	
  the	
  passage	
  of	
  -me.	
  	
  Temporarily	
  
restricted	
  net	
  assets	
  are	
  generally	
  restricted	
  by	
  the	
  
donor	
  for	
  research,	
  plant	
  ac-vi-es	
  and	
  other	
  
University	
  opera-ons.	
  

•  Permanently	
  Restricted	
  -­‐	
  subject	
  to	
  donor-­‐imposed	
  
restric-ons	
  to	
  be	
  maintained	
  permanently	
  by	
  the	
  
university.	
  	
  Generally,	
  the	
  donors	
  of	
  these	
  assets	
  
permit	
  the	
  University	
  to	
  use	
  all	
  or	
  part	
  of	
  the	
  income	
  
earned	
  on	
  related	
  investments	
  for	
  scholarships,	
  
educa-on	
  and	
  other	
  University	
  opera-ons.”	
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More	
  on	
  Unrestricted	
  Net	
  Assets	
  
•  The	
  unrestricted	
  category	
  overstates	
  what	
  is	
  
available	
  to	
  the	
  administra-on,	
  and	
  we	
  
conserva-vely	
  make	
  an	
  adjustment	
  for	
  this	
  
accoun-ng	
  construct.	
  

•  The	
  amount	
  that	
  is	
  invested	
  in	
  plant	
  assets	
  is	
  not	
  
available	
  for	
  the	
  university	
  (the	
  university	
  is	
  not	
  
going	
  to	
  sell	
  the	
  buildings),	
  and	
  this	
  amount	
  is	
  
subtracted	
  when	
  analyzing	
  the	
  net	
  assets	
  of	
  a	
  
private	
  university.	
  

•  Reserves	
  are	
  the	
  numerical	
  sum	
  of	
  temporarily	
  
restricted	
  net	
  assets	
  and	
  the	
  por-on	
  of	
  
unrestricted	
  net	
  assets	
  unrelated	
  to	
  plant	
  
(buildings	
  that	
  are	
  free	
  of	
  debt)	
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Unrestricted	
  Net	
  Asset	
  Composi2on	
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•  In	
  2011,	
  of	
  $41.8	
  million	
  of	
  unrestricted	
  reserves,	
  only	
  $22.3	
  million	
  is	
  truly	
  
a	
  reserve.	
  

•  It	
  is	
  revealing	
  that	
  these	
  reserves	
  have	
  been	
  increasing.	
  	
  We	
  will	
  next	
  
compare	
  the	
  size	
  of	
  reserves	
  to	
  total	
  expenses	
  and	
  to	
  debt.	
  	
  

•  Note	
  that	
  total	
  reserves	
  will	
  also	
  include	
  temporarily	
  restricted	
  reserves	
  –	
  
see	
  next	
  slide	
  



Reserves	
  

19	
  

Total	
  Net	
  
Assets	
  

=	
   Permanently	
  
Restricted	
   +	
  Temporarily	
  

Restricted	
  
Net	
  Assets	
  

+	
   Unrestricted	
  
Net	
  Assets	
  

Independent	
  of	
  
Property	
  and	
  
equipment	
  

Related	
  to	
  
property	
  
and	
  
equipment	
  

Reserves	
  or	
  
Expendable	
  
Net	
  Assets	
  

=	
   Temporarily	
  
Restricted	
  
Expendable	
  

+	
   Unrestricted	
  
independent	
  
of	
  property	
  
and	
  
equipment	
  



Primary	
  Reserve	
  Ra2o:	
  Reserves	
  vs.	
  Expenses	
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•  The	
  primary	
  reserve	
  ra2o	
  is	
  defined	
  as	
  total	
  reserves	
  over	
  total	
  expenses	
  
•  A	
  ra2o	
  of	
  31%	
  indicates	
  that	
  NLU	
  could	
  cover	
  3-­‐4	
  months	
  of	
  expenses;	
  2-­‐3	
  

months	
  is	
  considered	
  prudent	
  
•  If	
  there	
  is	
  a	
  temporary	
  budget	
  problem,	
  reserves	
  should	
  be	
  considered	
  

before	
  any	
  cuts	
  to	
  the	
  core	
  academic	
  mission	
  



Viability	
  Ra2o:	
  Reserves	
  vs.	
  Debt	
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•  The	
  viability	
  ra2o	
  is	
  defined	
  as	
  total	
  reserves	
  over	
  interest-­‐bearing	
  debt	
  
•  The	
  increase	
  in	
  this	
  ra2o	
  is	
  due	
  to	
  an	
  increase	
  in	
  reserves	
  and	
  paying	
  off	
  

debt;	
  these	
  are	
  both	
  posi2ve	
  developments.	
  
•  For	
  the	
  first	
  8	
  months	
  of	
  2012,	
  the	
  debt	
  is	
  even	
  lower,	
  and	
  reserves	
  are	
  

about	
  flat	
  with	
  2011	
  levels.	
  



Revenues	
  and	
  Expenses:	
  Big	
  Picture	
  

22	
  

•  The	
  net	
  income	
  ra2o	
  is	
  defined	
  as	
  the	
  change	
  in	
  net	
  assets	
  divided	
  by	
  total	
  revenues	
  
•  The	
  change	
  in	
  net	
  assets	
  is	
  nega2ve	
  in	
  2009	
  –	
  this	
  is	
  mostly	
  due	
  to	
  paper	
  losses	
  on	
  

the	
  endowment.	
  	
  Cash	
  flow	
  data	
  will	
  reveal	
  how	
  the	
  University	
  really	
  performed	
  



Moody’s	
  Ra2o	
  Analysis	
  
•  Moody’s	
  uses	
  three	
  ra-os	
  to	
  judge	
  the	
  financial	
  	
  
condi-on	
  of	
  public	
  universi-es.	
  	
  Though	
  NLU	
  is	
  
private,	
  the	
  ra-ng	
  system	
  is	
  s-ll	
  very	
  relevant,	
  as	
  
bonds	
  are	
  issued	
  through	
  a	
  public	
  en-ty.	
  

•  A	
  composite	
  score	
  is	
  compiled	
  based	
  on	
  these	
  3	
  
ra-os:	
  

•  Primary	
  Reserve	
  Ra-o	
  
– Are	
  there	
  sufficient	
  reserves?	
  

•  Viability	
  Ra-o	
  
–  Is	
  there	
  too	
  much	
  debt?	
  

•  Net	
  Income	
  Ra-o	
  
– Are	
  revenues	
  and	
  expenses	
  in	
  line	
  with	
  each	
  other?	
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Moody’s	
  Ra2o	
  Defini2ons	
  
•  Primary	
  reserve	
  ra+o:	
  Expendable	
  net	
  assets	
  
divided	
  by	
  total	
  opera-ng	
  expenses.	
  	
  

•  Viability	
  ra+o:	
  Expendable	
  net	
  assets	
  divided	
  
by	
  debt.	
  	
  

•  Net	
  Income	
  Ra+o:	
  Change	
  in	
  total	
  net	
  assets	
  
divided	
  by	
  total	
  revenues.	
  

•  Final	
  Score	
  =	
  	
  
50%	
  *	
  Primary	
  Reserve	
  Ra-o	
  +	
  	
  
30%	
  *	
  Viability	
  Ra-o	
  +	
  	
  
20%	
  *	
  Net	
  Income	
  Ra-o	
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Moody’s	
  Summary	
  Scores	
  

25	
  



NLU	
  Moody’s	
  Scores	
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•  To	
  be	
  in	
  financial	
  trouble,	
  according	
  to	
  Moody’s,	
  an	
  ins2tu2on	
  must	
  have	
  a	
  
composite	
  score	
  of	
  below	
  1.75	
  for	
  two	
  consecu2ve	
  years	
  

•  5.0	
  is	
  a	
  perfect	
  score	
  
•  3.7	
  is	
  a	
  solid	
  ra2ng;	
  To	
  suggest	
  that	
  NLU	
  is	
  broke	
  is	
  simply	
  untrue.	
  



Other	
  Ra2os:	
  Cash	
  Flows	
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•  Cash	
  Flow	
  Margin	
  =	
  Opera2ng	
  cash	
  flows	
  divided	
  by	
  total	
  revenues	
  
•  A	
  posi2ve	
  ra2o	
  is	
  solid,	
  and	
  is	
  a	
  real	
  strength	
  for	
  NLU	
  
•  In	
  2009,	
  though	
  the	
  change	
  in	
  net	
  assets	
  was	
  nega2ve,	
  due	
  to	
  paper	
  losses	
  

and	
  deprecia2on	
  expense,	
  it	
  is	
  likely	
  cash	
  flows	
  were	
  posi2ve	
  (I	
  do	
  not	
  
have	
  the	
  audited	
  financial	
  statements	
  for	
  2009)	
  



Conclusions	
  from	
  Ra2o	
  Analysis	
  
•  As	
  of	
  June	
  30,	
  2011,	
  NLU	
  is	
  in	
  solid	
  financial	
  condi-on.	
  
•  There	
  are	
  solid	
  reserves,	
  manageable	
  debt,	
  revenues	
  
exceeding	
  expenses,	
  and	
  posi-ve	
  cash	
  flows.	
  

•  For	
  the	
  first	
  8	
  months	
  of	
  2012,	
  reserves	
  are	
  flat,	
  
revenues	
  are	
  about	
  the	
  same	
  as	
  expenses,	
  and	
  debt	
  
has	
  declined.	
  

•  What	
  will	
  the	
  enrollment	
  decline	
  mean	
  going	
  forward?	
  	
  
At	
  this	
  point,	
  draconian	
  cuts	
  do	
  not	
  seem	
  necessary	
  at	
  
all;	
  exis-ng	
  reserves	
  and	
  the	
  ability	
  to	
  tap	
  into	
  a	
  line	
  of	
  
credit	
  are	
  viable	
  op-ons	
  that	
  do	
  not	
  appear	
  to	
  have	
  
been	
  considered.	
  	
  As	
  we	
  will	
  see,	
  the	
  best	
  op-on	
  is	
  to	
  
cut	
  administra-ve	
  costs.	
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Revenue	
  Dollar	
  Analysis	
  
Source:	
  Audited	
  Financial	
  Statements	
  for	
  2010	
  and	
  2011;	
  Internal	
  for	
  2009	
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•  Auxiliaries	
  =	
  residen2al	
  and	
  food	
  service	
  opera2ons	
  
•  Sales	
  and	
  services	
  of	
  educa2onal	
  ac2vi2es	
  are	
  items	
  sold	
  to	
  faculty,	
  students,	
  

staff,	
  and	
  the	
  public,	
  rela2ng	
  to	
  instruc2on/lab	
  experiences	
  for	
  students	
  
•  We	
  will	
  examine	
  percentage	
  changes,	
  as	
  well	
  as	
  tui2on	
  discoun2ng	
  	
  



Revenue	
  Dollar	
  Analysis:	
  
8	
  Months	
  2012	
  vs.	
  8	
  Months	
  2011	
  

Source:	
  Internal	
  Financial	
  Statements	
  

30	
  

•  Tui2on	
  revenue	
  is	
  down,	
  and	
  the	
  other	
  revenues	
  are	
  not	
  able	
  to	
  overcome	
  this.	
  
•  However,	
  the	
  investment	
  return,	
  as	
  we	
  will	
  see,	
  is	
  -­‐500k	
  when	
  it	
  should	
  be	
  +1M,	
  at	
  least.	
  
•  All	
  major	
  stock	
  and	
  bond	
  indexes	
  are	
  up	
  for	
  the	
  June	
  2011	
  to	
  February	
  2012	
  period;	
  they	
  

have	
  increased	
  from	
  February	
  2012	
  to	
  April	
  2012	
  as	
  well	
  



2012	
  Investment	
  Return:	
  	
  
Something	
  is	
  Not	
  Right	
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•  In	
  2009,	
  2010,	
  and	
  2011,	
  the	
  NLU	
  investment	
  return	
  was	
  less	
  vola2le	
  but	
  in	
  the	
  
same	
  direc2on	
  as	
  the	
  major	
  indexes	
  and	
  fixed	
  income	
  returns.	
  

•  In	
  2012,	
  the	
  NLU	
  return	
  is	
  nega2ve,	
  while	
  all	
  other	
  index	
  returns	
  are	
  posi2ve	
  for	
  
the	
  same	
  2me	
  period.	
  	
  Why	
  did	
  this	
  change?	
  	
  The	
  NLU	
  return	
  is	
  -­‐$500,000;	
  it	
  
should	
  be	
  about	
  +	
  1M.	
  	
  This	
  $1.5M	
  could	
  be	
  a	
  factor	
  in	
  the	
  decision	
  to	
  lay	
  people	
  
off,	
  and	
  it	
  should	
  not	
  be	
  the	
  basis	
  for	
  such	
  a	
  decision	
  



NLU	
  2011	
  Revenue	
  Percentage	
  Analysis	
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Dollar	
  and	
  Revenue	
  Percentage	
  Change	
  Analysis	
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•  All	
  other	
  revenues	
  are	
  driven	
  by	
  the	
  paper	
  losses	
  in	
  2009,	
  and	
  the	
  paper	
  gains	
  in	
  
2010	
  and	
  2011;	
  that	
  is	
  why	
  the	
  percentage	
  changes	
  here	
  	
  are	
  in	
  small	
  font	
  

•  Tui2on	
  revenue	
  declined	
  from	
  2010	
  to	
  2011,	
  though	
  the	
  prior	
  year	
  had	
  an	
  increase;	
  we	
  
will	
  examine	
  enrollment	
  in	
  detail,	
  as	
  well	
  as	
  tui2on	
  discoun2ng	
  



Be	
  Wary	
  of	
  Budgets	
  
•  The	
  original	
  opera-ng	
  budget	
  for	
  2011	
  had	
  a	
  surplus	
  of	
  
+1.2	
  million.	
  

•  The	
  final	
  forecast	
  had	
  a	
  deficit	
  of	
  $4.5	
  million	
  
•  The	
  change	
  in	
  net	
  assets	
  was	
  POSITIVE	
  $4.1	
  million.	
  
•  A	
  similar	
  paRern	
  occurred	
  in	
  2010	
  
•  For	
  2012,	
  there	
  is	
  a	
  proposed	
  budget	
  deficit	
  of	
  $900k.	
  	
  	
  
•  Be	
  wary	
  of	
  budgets	
  –	
  they	
  are	
  predic-ons,	
  and	
  the	
  
administra-on	
  has	
  an	
  incen-ve	
  to	
  make	
  things	
  look	
  as	
  
bad	
  as	
  possible.	
  

•  What	
  maRers	
  most	
  are	
  the	
  actual,	
  audited	
  results.	
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Tui2on	
  Discoun2ng	
  
Source:	
  Audited	
  Financial	
  Statements	
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•  The	
  discount	
  rate	
  is	
  increasing	
  over	
  2me,	
  but	
  is	
  s2ll	
  not	
  as	
  high	
  in	
  
2012	
  as	
  it	
  was	
  in	
  2009	
  

•  This	
  rate	
  is	
  lower	
  than	
  at	
  more	
  expensive	
  private	
  ins2tu2ons	
  
•  There	
  are	
  other	
  forms	
  of	
  aid,	
  such	
  as	
  Pell	
  Grants.	
  Above	
  is	
  aid	
  given	
  

by	
  the	
  ins2tu2on	
  



Enrollment	
  Analysis:	
  2008	
  to	
  2011	
  
Fall	
  Enrollment	
  per	
  IPEDS	
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Enrollment	
  Analysis:	
  2010	
  to	
  2012	
  
Source:	
  NLU	
  2012	
  Opera2ng	
  Budget	
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Enrollment	
  Analysis:	
  2010	
  to	
  2012	
  By	
  College	
  
Source:	
  NLU	
  2012	
  Opera2ng	
  Budget	
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Enrollment	
  Analysis	
  Spring	
  2011	
  vs.	
  Spring	
  2012	
  
Source:	
  NLU	
  Summer	
  of	
  Enrollment:	
  3/26/2012	
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•  This	
  is	
  the	
  only	
  full	
  enrollment	
  report	
  I	
  have;	
  it	
  is	
  very	
  difficult	
  to	
  analyze	
  enrollment	
  
without	
  mul2-­‐year	
  trends	
  

•  It	
  is	
  unclear	
  if	
  the	
  problem	
  is	
  1000	
  students	
  ($3.3	
  million	
  spring	
  hole),	
  or	
  whether	
  this	
  
problem	
  is	
  true	
  for	
  fall	
  2012	
  and	
  beyond	
  

•  From	
  the	
  prior	
  slide,	
  it	
  is	
  very	
  hard	
  to	
  measure	
  the	
  size	
  of	
  the	
  budget	
  problem.	
  	
  It	
  is	
  
possible	
  it	
  is	
  being	
  overstated.	
  



Transparency	
  Issues	
  
•  Overall,	
  transparency	
  is	
  a	
  real	
  problem	
  at	
  NLU.	
  	
  Confiden2ality	
  agreements	
  

are	
  not	
  needed	
  for	
  financial	
  informa2on	
  
•  NLU	
  is	
  private	
  in	
  name	
  only;	
  they	
  receive	
  millions	
  in	
  state	
  aid,	
  through	
  public	
  

debt	
  offerings	
  and	
  federal	
  loans/grants.	
  	
  
•  Before	
  people	
  lose	
  their	
  jobs,	
  the	
  following	
  data	
  should	
  be	
  analyzed:	
  

–  IRS	
  form	
  990	
  for	
  the	
  year	
  ended	
  June	
  30,	
  2011.	
  	
  This	
  document	
  has	
  been	
  
completed	
  and	
  filed	
  

–  IPEDS	
  data	
  submission	
  for	
  the	
  year	
  ended	
  June	
  30,	
  2011.	
  	
  This	
  data	
  has	
  
been	
  compiled	
  and	
  reported	
  as	
  of	
  April	
  15,	
  2011	
  

–  Full	
  detail	
  of	
  the	
  number	
  of	
  employees	
  by	
  func2on	
  (faculty,	
  
administra2on,	
  etc.).	
  

–  Percent	
  of	
  classes	
  taught	
  by	
  faculty,	
  adjuncts,	
  etc.	
  for	
  the	
  last	
  5	
  years	
  
–  Class	
  size	
  per	
  the	
  US	
  Department	
  of	
  Educa2on	
  Common	
  Data	
  Set	
  for	
  the	
  

past	
  5	
  years	
  
–  Enrollment	
  per	
  the	
  common	
  data	
  set	
  for	
  the	
  past	
  5	
  years,	
  as	
  well	
  as	
  

enrollment	
  projec2ons	
  (and	
  how	
  reality	
  =	
  projec2ons	
  in	
  the	
  past).	
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Sum	
  of	
  Revenue	
  Analysis	
  
•  There	
  was	
  a	
  $7	
  million	
  decline	
  in	
  revenue	
  from	
  2010	
  to	
  
2011	
  

•  It	
  is	
  not	
  clear	
  what	
  the	
  decline	
  will	
  be	
  for	
  2012	
  to	
  2013.	
  	
  	
  
•  The	
  decline	
  in	
  the	
  investment	
  return	
  for	
  2012	
  must	
  be	
  
explained	
  

•  The	
  shoruall	
  for	
  2012	
  has	
  already	
  been	
  dealt	
  with;	
  
through	
  2/29/2012,	
  there	
  has	
  not	
  been	
  a	
  large	
  decline	
  
in	
  reserves	
  or	
  cash.	
  

•  The	
  ques-on	
  is:	
  what	
  is	
  the	
  real	
  problem	
  for	
  2012-­‐13?	
  	
  
The	
  administra-on’s	
  answer	
  is	
  reduce	
  faculty	
  costs	
  
significantly.	
  	
  They	
  also	
  claim	
  the	
  “hole”	
  is	
  closer	
  to	
  
$10-­‐$12	
  million.	
  	
  What	
  is	
  the	
  size	
  of	
  the	
  “hole,”	
  and	
  
where	
  is	
  it	
  coming	
  from?	
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What	
  Should	
  Be	
  Done?	
  
•  Is	
  it	
  appropriate	
  to	
  reduce	
  faculty	
  by	
  a	
  
siginificant	
  amount,	
  given	
  the	
  expected	
  
shoruall	
  and	
  given	
  the	
  reserve	
  and	
  debt	
  
situa-on	
  of	
  the	
  university?	
  

•  What	
  about	
  administra-ve	
  costs?	
  
•  We	
  will	
  examine	
  all	
  the	
  expenses	
  of	
  the	
  
university,	
  then	
  come	
  to	
  some	
  conclusions	
  
about	
  the	
  appropriate	
  courses	
  of	
  ac-on.	
  

42	
  



Expense	
  Dollar	
  Analysis	
  
Source:	
  Audited	
  Financial	
  Statements	
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•  All	
  salaries	
  and	
  fringes	
  are	
  approximately	
  60%	
  of	
  total	
  expenses	
  
•  Rent,	
  supplies,	
  and	
  deprecia2on	
  are	
  the	
  largest	
  components	
  of	
  

all	
  other	
  expenses	
  



Expense	
  Breakdown	
  by	
  Func2onal	
  Categories	
  
Source:	
  Audited	
  Financial	
  Statements	
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•  The	
  defini2on	
  of	
  what	
  is	
  in	
  these	
  categories	
  is	
  a	
  few	
  slides	
  ahead	
  
•  Why	
  is	
  instruc2on	
  going	
  down	
  more	
  than	
  management	
  and	
  

general?	
  	
  This	
  should	
  never	
  happen	
  
•  In	
  2011,	
  gi\	
  revenue	
  was	
  $570,000.	
  Fundraising	
  costs	
  were	
  more	
  

than	
  three	
  2mes	
  gi\	
  revenue.	
  
•  I	
  did	
  not	
  have	
  access	
  to	
  2009	
  audited	
  financial	
  statements	
  



2011	
  Expense	
  Distribu2on	
  
Source:	
  Audited	
  Financial	
  Statements	
  

45	
  



IPEDS	
  (Integrated	
  Postsecondary	
  Educa2on	
  Data	
  System	
  of	
  the	
  
US	
  Department	
  of	
  Educa2on	
  Categories)	
  

•  The	
  next	
  several	
  slides	
  reports	
  the	
  defini-ons	
  
of	
  the	
  different	
  expense	
  categories.	
  	
  	
  

•  Instruc-on	
  contains	
  more	
  than	
  faculty	
  
salaries,	
  as	
  we	
  will	
  see	
  

•  Ins-tu-onal	
  support	
  =	
  upper-­‐level	
  
administra-on.	
  

•  Academic	
  support	
  contains	
  most	
  of	
  the	
  
academic	
  administra-on,	
  as	
  well	
  as	
  other	
  
student-­‐oriented	
  costs.	
  	
  	
  

•  Public	
  service	
  is	
  mostly	
  administra-on	
  as	
  well.	
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Defini2on	
  of	
  Instruc2on	
  Expense	
  Per	
  IPEDS	
  
htp://nces.ed.gov/ipeds/glossary/	
  

•  A	
  func2onal	
  expense	
  category	
  that	
  includes	
  expenses	
  of	
  the	
  colleges,	
  
schools,	
  departments,	
  and	
  other	
  instruc2onal	
  divisions	
  of	
  the	
  ins2tu2on	
  
and	
  expenses	
  for	
  departmental	
  research	
  and	
  public	
  service	
  that	
  are	
  not	
  
separately	
  budgeted.	
  Includes	
  general	
  academic	
  instruc2on,	
  
occupa2onal	
  and	
  voca2onal	
  instruc2on,	
  community	
  educa2on,	
  
preparatory	
  and	
  adult	
  basic	
  educa2on,	
  and	
  regular,	
  special,	
  and	
  
extension	
  sessions.	
  Also	
  includes	
  expenses	
  for	
  both	
  credit	
  and	
  non-­‐credit	
  
ac2vi2es.	
  	
  

•  Excludes	
  expenses	
  for	
  academic	
  administra2on	
  where	
  the	
  primary	
  
func2on	
  is	
  administra2on	
  (e.g.,	
  academic	
  deans).	
  	
  

•  Informa2on	
  technology	
  expenses	
  related	
  to	
  instruc2onal	
  ac2vi2es	
  if	
  the	
  
ins2tu2on	
  separately	
  budgets	
  and	
  expenses	
  informa2on	
  technology	
  
resources	
  are	
  included	
  (otherwise	
  these	
  expenses	
  are	
  included	
  in	
  
academic	
  support).	
  	
  

•  Ins2tu2ons	
  include	
  actual	
  or	
  allocated	
  costs	
  for	
  opera2on	
  and	
  
maintenance	
  of	
  plant,	
  interest,	
  and	
  deprecia2on.	
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Defini2on	
  of	
  Research	
  Expense	
  Per	
  IPEDS	
  
•  A	
  func-onal	
  expense	
  category	
  that	
  includes	
  
expenses	
  for	
  ac-vi-es	
  specifically	
  organized	
  to	
  
produce	
  research	
  outcomes	
  and	
  
commissioned	
  by	
  an	
  agency	
  either	
  external	
  to	
  
the	
  ins-tu-on	
  or	
  separately	
  budgeted	
  by	
  an	
  
organiza-onal	
  unit	
  within	
  the	
  ins-tu-on.	
  	
  

•  The	
  category	
  includes	
  ins-tutes	
  and	
  research	
  
centers,	
  and	
  individual	
  and	
  project	
  research.	
  
This	
  func-on	
  does	
  not	
  include	
  non-­‐research	
  
sponsored	
  programs	
  (e.g.,	
  training	
  programs).	
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Defini2on	
  of	
  Public	
  Service	
  Expense	
  Per	
  IPEDS	
  
•  A	
  func-onal	
  expense	
  category	
  that	
  includes	
  expenses	
  
for	
  ac-vi-es	
  established	
  primarily	
  to	
  provide	
  non-­‐
instruc-onal	
  services	
  beneficial	
  to	
  individuals	
  and	
  
groups	
  external	
  to	
  the	
  ins-tu-on.	
  	
  

•  Examples	
  are	
  conferences,	
  ins-tutes,	
  general	
  advisory	
  
service,	
  reference	
  bureaus,	
  and	
  similar	
  services	
  
provided	
  to	
  par-cular	
  sectors	
  of	
  the	
  community.	
  	
  

•  This	
  func-on	
  includes	
  expenses	
  for	
  community	
  
services,	
  coopera-ve	
  extension	
  services,	
  and	
  public	
  
broadcas-ng	
  services.	
  	
  

•  Also	
  includes	
  informa-on	
  technology	
  expenses	
  related	
  
to	
  the	
  public	
  service	
  ac-vi-es	
  if	
  the	
  ins-tu-on	
  
separately	
  budgets	
  and	
  expenses	
  informa-on	
  
technology	
  resources	
  (otherwise	
  these	
  expenses	
  are	
  
included	
  in	
  academic	
  support).	
  	
  

49	
  



Defini2on	
  of	
  Academic	
  Support	
  Expense	
  Per	
  IPEDS	
  
•  A	
  func-onal	
  expense	
  category	
  that	
  includes	
  expenses	
  of	
  ac-vi-es	
  and	
  

services	
  that	
  support	
  the	
  ins-tu-on's	
  primary	
  missions	
  of	
  instruc-on,	
  
research,	
  and	
  public	
  service.	
  	
  

•  It	
  includes	
  the	
  reten-on,	
  preserva-on,	
  and	
  display	
  of	
  educa-onal	
  
materials	
  (for	
  example,	
  libraries,	
  museums,	
  and	
  galleries);	
  organized	
  
ac-vi-es	
  that	
  provide	
  support	
  services	
  to	
  the	
  academic	
  func-ons	
  of	
  the	
  
ins-tu-on	
  (such	
  as	
  a	
  demonstra-on	
  school	
  associated	
  with	
  a	
  college	
  of	
  
educa-on	
  or	
  veterinary	
  and	
  dental	
  clinics	
  if	
  their	
  primary	
  purpose	
  is	
  to	
  
support	
  the	
  instruc-onal	
  program);	
  media	
  such	
  as	
  audiovisual	
  services;	
  
academic	
  administra-on	
  (including	
  academic	
  deans	
  but	
  not	
  department	
  
chairpersons);	
  and	
  formally	
  organized	
  and	
  separately	
  budgeted	
  academic	
  
personnel	
  development	
  and	
  course	
  and	
  curriculum	
  development	
  
expenses.	
  	
  

•  Also	
  included	
  are	
  informa-on	
  technology	
  expenses	
  related	
  to	
  academic	
  
support	
  ac-vi-es;	
  if	
  an	
  ins-tu-on	
  does	
  not	
  separately	
  budget	
  and	
  expense	
  
informa-on	
  technology	
  resources,	
  the	
  costs	
  associated	
  with	
  the	
  three	
  
primary	
  programs	
  will	
  be	
  applied	
  to	
  this	
  func-on	
  and	
  the	
  remainder	
  to	
  
ins-tu-onal	
  support.	
  	
  

•  Ins-tu-ons	
  include	
  actual	
  or	
  allocated	
  costs	
  for	
  opera-on	
  and	
  
maintenance	
  of	
  plant,	
  interest,	
  and	
  deprecia-on.	
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Defini2on	
  of	
  Student	
  Services	
  Expense	
  Per	
  IPEDS	
  
•  A	
  func-onal	
  expense	
  category	
  that	
  includes	
  expenses	
  for	
  

admissions,	
  registrar	
  ac-vi-es,	
  and	
  ac-vi-es	
  whose	
  
primary	
  purpose	
  is	
  to	
  contribute	
  to	
  students	
  emo-onal	
  and	
  
physical	
  well	
  -­‐	
  being	
  and	
  to	
  their	
  intellectual,	
  cultural,	
  and	
  
social	
  development	
  outside	
  the	
  context	
  of	
  the	
  formal	
  
instruc-onal	
  program.	
  	
  

•  Examples	
  include	
  student	
  ac-vi-es,	
  cultural	
  events,	
  
student	
  newspapers,	
  intramural	
  athle-cs,	
  student	
  
organiza-ons,	
  supplemental	
  instruc-on	
  outside	
  the	
  normal	
  
administra-on,	
  and	
  student	
  records.	
  	
  

•  Intercollegiate	
  athle-cs	
  and	
  student	
  health	
  services	
  may	
  
also	
  be	
  included	
  except	
  when	
  operated	
  as	
  self	
  -­‐	
  suppor-ng	
  
auxiliary	
  enterprises.	
  	
  

•  Ins-tu-ons	
  include	
  actual	
  or	
  allocated	
  costs	
  for	
  opera-on	
  
and	
  maintenance	
  of	
  plant,	
  interest,	
  and	
  deprecia-on.	
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Defini2on	
  of	
  Ins2tu2onal	
  Support	
  Expense	
  Per	
  IPEDS	
  
•  A	
  func-onal	
  expense	
  category	
  that	
  includes	
  expenses	
  for	
  

the	
  day-­‐to-­‐day	
  opera-onal	
  support	
  of	
  the	
  ins-tu-on.	
  	
  
•  Includes	
  expenses	
  for	
  general	
  administra-ve	
  services,	
  

central	
  execu-ve-­‐level	
  ac-vi-es	
  concerned	
  with	
  
management	
  and	
  long	
  range	
  planning,	
  legal	
  and	
  fiscal	
  
opera-ons,	
  space	
  management,	
  employee	
  personnel	
  and	
  
records,	
  logis-cal	
  services	
  such	
  as	
  purchasing	
  and	
  prin-ng,	
  
and	
  public	
  rela-ons	
  and	
  development.	
  

•  Also	
  includes	
  informa-on	
  technology	
  expenses	
  related	
  to	
  
ins-tu-onal	
  support	
  ac-vi-es.	
  If	
  an	
  ins-tu-on	
  does	
  not	
  
separately	
  budget	
  and	
  expense	
  informa-on	
  technology	
  
resources,	
  the	
  IT	
  costs	
  associated	
  with	
  student	
  services	
  and	
  
opera-on	
  and	
  maintenance	
  of	
  plant	
  will	
  also	
  be	
  applied	
  to	
  
this	
  func-on.	
  	
  

52	
  



	
  Expenses	
  Per	
  IPEDS	
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Discussion	
  of	
  IPEDS	
  Expenses	
  
• First,	
  -ming:	
  IPEDS	
  only	
  has	
  data	
  available	
  
through	
  2009-­‐10.	
  	
  Therefore,	
  I	
  compare	
  2007-­‐08	
  
to	
  2009-­‐10.	
  	
  The	
  administra-on	
  needs	
  to	
  make	
  
the	
  2010-­‐11	
  IPEDS	
  data	
  available.	
  

•  It	
  appears	
  as	
  if	
  the	
  administra-on	
  is	
  devo-ng	
  
more	
  and	
  more	
  dollars	
  to	
  instruc-on	
  over	
  the	
  last	
  
few	
  years.	
  	
  A	
  close	
  look	
  at	
  instruc-onal	
  costs	
  will	
  
reveal	
  a	
  different	
  story.	
  

•  Instruc-on	
  includes	
  salaries	
  and	
  benefits	
  of	
  
everyone	
  who	
  teaches	
  classes,	
  and	
  also	
  includes	
  
other	
  costs	
  besides	
  those,	
  such	
  as	
  deprecia-on	
  
and	
  “other.”	
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Instruc2on	
  Expense	
  Detail	
  Per	
  IPEDS	
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•  The	
  top	
  panel	
  includes	
  all	
  categories;	
  the	
  botom	
  panel	
  collates	
  plant,	
  
deprecia2on,	
  interest	
  and	
  other	
  into	
  one	
  line	
  (all	
  other	
  instruc2on)	
  

•  As	
  you	
  can	
  see,	
  the	
  increase	
  in	
  instruc2onal	
  costs	
  over	
  the	
  2008	
  to	
  2010	
  
period	
  is	
  not	
  due	
  to	
  salaries	
  and	
  benefits,	
  but	
  due	
  to	
  the	
  other	
  costs	
  

•  In	
  fact,	
  salary	
  and	
  benefit	
  costs	
  have	
  declined;	
  the	
  en2re	
  increase	
  is	
  driven	
  
by	
  non-­‐personnel	
  costs.	
  	
  The	
  administra2on	
  needs	
  to	
  reveal	
  what	
  these	
  are	
  



Further	
  Analysis	
  of	
  Expenses	
  Per	
  IPEDS	
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•  This	
  is	
  very	
  revealing	
  data:	
  instruc2onal	
  salaries	
  and	
  benefits	
  are	
  DECLINING,	
  
while	
  all	
  other	
  salaries	
  and	
  benefits	
  (mostly	
  administra2ve)	
  are	
  INCREASING	
  

•  Instruc2onal	
  salaries	
  and	
  benefits	
  are	
  not	
  the	
  majority	
  of	
  total	
  expenses.	
  	
  Why	
  
do	
  most	
  of	
  the	
  new	
  cuts	
  seem	
  to	
  be	
  coming	
  from	
  instruc2onal	
  salaries	
  and	
  
benefits?	
  



Summary	
  of	
  NLU	
  Expenses	
  Per	
  IPEDS	
  (2010)	
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•  Now,	
  as	
  we	
  move	
  to	
  2012-­‐13,	
  total	
  expenses	
  are	
  lower;	
  in	
  the	
  $75-­‐80M	
  range.	
  
•  However,	
  the	
  breakdown	
  of	
  total	
  expenses	
  should	
  at	
  least	
  hold	
  to	
  the	
  above	
  formula2on.	
  	
  

With	
  the	
  proposed	
  cuts,	
  it	
  is	
  very	
  likely	
  that	
  instruc2onal	
  salaries	
  and	
  benefits	
  will	
  be	
  
closer	
  to	
  25%	
  of	
  total	
  expenses.	
  	
  That	
  is	
  not	
  appropriate.	
  	
  

•  Administra2ve	
  salaries	
  and	
  costs	
  must	
  be	
  cut	
  first	
  –	
  or	
  at	
  least	
  to	
  keep	
  the	
  propor2on	
  of	
  
total	
  expenses	
  reported	
  above	
  

•  In	
  fact,	
  instruc2onal	
  salaries	
  and	
  benefits	
  were	
  35%	
  of	
  total	
  expenses	
  in	
  2008	
  



Faculty	
  Salaries	
  
Source:	
  AAUP	
  Salary	
  Surveys	
  (2011-­‐12	
  and	
  2005-­‐06)	
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•  As	
  we	
  will	
  see,	
  the	
  LEVEL	
  of	
  these	
  salaries	
  is	
  very	
  low	
  when	
  compared	
  to	
  
peer	
  ins2tu2ons	
  

•  The	
  CHANGES	
  in	
  these	
  salaries	
  over	
  a	
  6-­‐year	
  period	
  are	
  paltry;	
  infla2on	
  has	
  
been	
  much	
  greater	
  than	
  these	
  raises	
  over	
  the	
  6	
  years.	
  

•  The	
  number	
  of	
  faculty	
  have	
  declined	
  significantly,	
  and	
  the	
  recent	
  changes	
  
suggest	
  there	
  will	
  be	
  very	
  few	
  full	
  professors	
  –	
  and	
  everything	
  they	
  have	
  to	
  
offer	
  –	
  moving	
  forward	
  



Faculty	
  Salaries	
  in	
  Context	
  
Source:	
  AAUP	
  Salary	
  Survey	
  and	
  NLU	
  2012	
  Opera2ng	
  Budget	
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•  Total	
  salaries	
  and	
  benefits	
  of	
  full	
  2me	
  faculty	
  are	
  only	
  21%	
  of	
  total	
  
expenses	
  

•  Why	
  are	
  so	
  many	
  of	
  the	
  cuts	
  coming	
  from	
  this	
  group?	
  



Faculty	
  Salaries	
  in	
  Context:	
  
Add	
  Overload	
  and	
  Adjunct	
  Costs	
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•  Even	
  when	
  we	
  add	
  overload	
  and	
  adjunct	
  costs,	
  total	
  instruc2onal	
  
salaries	
  and	
  benefits	
  are	
  LESS	
  than	
  1/3	
  of	
  total	
  expenses	
  

•  The	
  cuts	
  should	
  come	
  from	
  outside	
  the	
  core	
  academic	
  mission	
  



Savings	
  from	
  Cuung	
  13	
  Faculty	
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•  In	
  a	
  mee2ng	
  on	
  Monday,	
  4/23/2012,	
  the	
  administra2on	
  claimed	
  
that	
  the	
  2013	
  savings	
  were	
  $400,000;	
  it	
  depends	
  on	
  the	
  salaries	
  of	
  
those	
  who	
  are	
  leaving,	
  and	
  how	
  many	
  are	
  leaving.	
  	
  I	
  assumed	
  the	
  
mix	
  of	
  those	
  leaving	
  was	
  similar	
  in	
  ranks	
  to	
  the	
  exis2ng	
  faculty.	
  

•  If	
  20	
  faculty	
  leave,	
  the	
  savings	
  is	
  approximately	
  $460,000	
  
•  As	
  is	
  discussed	
  on	
  the	
  next	
  slide,	
  there	
  will	
  likely	
  be	
  enrollment	
  and	
  

other	
  revenue	
  losses,	
  from	
  anywhere	
  to	
  $50k	
  to	
  $100k	
  per	
  year	
  



Addi2onal	
  Costs	
  from	
  Cuung	
  Faculty	
  
•  The	
  university	
  will	
  lose	
  enrollment;	
  full	
  -me	
  faculty	
  exper-se,	
  

ins-tu-onal	
  knowledge,	
  student	
  mentoring,	
  job	
  contacts,	
  
professional	
  contacts,	
  and	
  discipline-­‐based	
  ideas	
  cannot	
  be	
  
replaced	
  without	
  a	
  true	
  cost	
  to	
  the	
  university	
  

•  Departments	
  are	
  not	
  profit	
  centers;	
  puCng	
  one	
  against	
  another	
  
does	
  not	
  work;	
  we	
  are	
  crea-ng	
  ci-zens,	
  and	
  NLU	
  is	
  one	
  university	
  

•  The	
  accredita-on	
  and	
  reputa-on	
  of	
  the	
  university	
  will	
  be	
  
irrevocably	
  destroyed	
  by	
  the	
  haphazard	
  elimina-on	
  of	
  faculty	
  and	
  
departments	
  

•  There	
  is	
  not	
  a	
  similar	
  reputa-on	
  loss	
  when	
  an	
  administrator	
  is	
  
returned	
  to	
  faculty;	
  in	
  fact,	
  the	
  students	
  get	
  smaller	
  classes.	
  

•  The	
  administra-on	
  used	
  terms	
  such	
  as	
  “accoun-ng”	
  to	
  suggest	
  
larger	
  savings;	
  what	
  maRers	
  is	
  how	
  much	
  is	
  saved	
  on	
  a	
  cash	
  flow	
  
basis.	
  	
  The	
  prior	
  slide	
  is	
  an	
  aRempt	
  to	
  address	
  that	
  issue	
  –	
  but	
  what	
  
you	
  see	
  is	
  that	
  the	
  savings	
  are	
  very	
  small,	
  and	
  the	
  poten-al	
  costs	
  
are	
  quite	
  large	
  to	
  the	
  future	
  of	
  the	
  university.	
  	
  Administra-ve	
  costs	
  
must	
  be	
  considered	
  first;	
  it	
  is	
  hard	
  to	
  comprehend	
  how	
  academic	
  
costs	
  are	
  the	
  first	
  to	
  be	
  considered.	
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2011	
  IPEDS	
  Data	
  Feedback	
  Reports:	
  
Number	
  of	
  Staff	
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•  The	
  number	
  of	
  
instruc2onal	
  staff	
  
for	
  NLU	
  is	
  343;	
  
note	
  that	
  the	
  
number	
  of	
  full	
  
2me	
  faculty	
  is	
  
only	
  208	
  

•  There	
  are	
  more	
  
administrators	
  at	
  
NLU	
  than	
  at	
  peer	
  
ins2tu2ons	
  



2011	
  IPEDS	
  Data	
  Feedback	
  Report:	
  
Faculty	
  Salaries	
  vs.	
  Peers	
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 Image description.Staff categoryHorizontal Bar chart with 4 groups with 2 items per group.X scale titled Number of staff.Group 1, Instruction/  research/ public service.Item 1, Your institution 343.Item 2, Comparison Group Median (N=18) 276.Group 2, Executive/ administrative/  managerial.Item 1, Your institution 74.Item 2, Comparison Group Median (N=18) 70.Group 3, Other professional (support/service).Item 1, Your institution 142.Item 2, Comparison Group Median (N=18) 161.Group 4, Non-professional.Item 1, Your institution 155.Item 2, Comparison Group Median (N=18) 141. Shapeline, Label: ShapeInstitutionLegend, Label: Your institution ShapeComparisonGroupLegend, Label: Comparison Group Median (N=18) ShapeComparisonGroupLegendLine1, Label: ShapeComparisonGroupLegendLine2, Label: End of image description.

 Image description.Academic rankHorizontal Bar chart with 7 groups with 2 items per group.X scale titled Average salary.Group 1, All ranks  (N=18).Item 1, Your institution $57458.Item 2, Comparison Group Median $64981.Group 2, Professor (N=17).Item 1, Your institution $76461.Item 2, Comparison Group Median $82223.Group 3, Associate professor  (N=17).Item 1, Your institution $59633.Item 2, Comparison Group Median $67336.Group 4, Assistant professor  (N=17).Item 1, Your institution $52612.Item 2, Comparison Group Median $58605.Group 5, Instructor  (N=14).Item 1, Your institution $45660.Item 2, Comparison Group Median $50850.Group 6, Lecturer  (N=5).Item 1, Your institution No data.Item 2, Comparison Group Median $47981.Group 7, No academic rank  (N=3).Item 1, Your institution No data.Item 2, Comparison Group Median $83006. Shapeline, Label: ShapeInstitutionLegend, Label: Your institution ShapeComparisonGroupLegend, Label: Comparison Group Median ShapeComparisonGroupLegendLine1, Label: ShapeComparisonGroupLegendLine2, Label: End of image description.

 Image description.Revenue sourceHorizontal Bar chart with 5 groups with 2 items per group.X scale titled Percent.Group 1, Tuition and fees.Item 1, Your institution 88.Item 2, Comparison Group Median (N=15) 79.Group 2, Government grants and contracts.Item 1, Your institution 5.Item 2, Comparison Group Median (N=15) 3.Group 3, Private gifts, grants, and contracts.Item 1, Your institution 2.Item 2, Comparison Group Median (N=15) 5.Group 4, Investment return.Item 1, Your institution 3.Item 2, Comparison Group Median (N=15) 6.Group 5, Other core revenues.Item 1, Your institution 2.Item 2, Comparison Group Median (N=15) 1. Shapeline, Label: ShapeInstitutionLegend, Label: Your institution ShapeComparisonGroupLegend, Label: Comparison Group Median (N=15) ShapeComparisonGroupLegendLine1, Label: ShapeComparisonGroupLegendLine2, Label: End of image description.

 Image description.Expense functionHorizontal Bar chart with 7 groups with 2 items per group.X scale titled Dollars per FTE.Group 1, Instruction.Item 1, Your institution $6675.Item 2, Comparison Group Median (N=15) $7165.Group 2, Research.Item 1, Your institution $0.01.Item 2, Comparison Group Median (N=15) $30.Group 3, Public service.Item 1, Your institution $921.Item 2, Comparison Group Median (N=15) $157.Group 4, Academic support.Item 1, Your institution $1605.Item 2, Comparison Group Median (N=15) $2172.Group 5, Institutional support.Item 1, Your institution $2710.Item 2, Comparison Group Median (N=15) $2806.Group 6, Student services.Item 1, Your institution $2525.Item 2, Comparison Group Median (N=15) $2047.Group 7, Other core expenses.Item 1, Your institution $281.Item 2, Comparison Group Median (N=15) $0.01. Shapeline, Label: ShapeInstitutionLegend, Label: Your institution ShapeComparisonGroupLegend, Label: Comparison Group Median (N=15) ShapeComparisonGroupLegendLine1, Label: ShapeComparisonGroupLegendLine2, Label: End of image description.
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•  NLU	
  faculty	
  are	
  
clearly	
  paid	
  less	
  
than	
  faculty	
  at	
  
peer	
  
ins2tu2ons	
  

•  This	
  is	
  true	
  for	
  
all	
  ranks	
  of	
  
faculty,	
  and	
  has	
  
been	
  true	
  for	
  
years	
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 Image description.Staff categoryHorizontal Bar chart with 4 groups with 2 items per group.X scale titled Number of staff.Group 1, Instruction/  research/ public service.Item 1, Your institution 343.Item 2, Comparison Group Median (N=18) 276.Group 2, Executive/ administrative/  managerial.Item 1, Your institution 74.Item 2, Comparison Group Median (N=18) 70.Group 3, Other professional (support/service).Item 1, Your institution 142.Item 2, Comparison Group Median (N=18) 161.Group 4, Non-professional.Item 1, Your institution 155.Item 2, Comparison Group Median (N=18) 141. Shapeline, Label: ShapeInstitutionLegend, Label: Your institution ShapeComparisonGroupLegend, Label: Comparison Group Median (N=18) ShapeComparisonGroupLegendLine1, Label: ShapeComparisonGroupLegendLine2, Label: End of image description.

 Image description.Academic rankHorizontal Bar chart with 7 groups with 2 items per group.X scale titled Average salary.Group 1, All ranks  (N=18).Item 1, Your institution $57458.Item 2, Comparison Group Median $64981.Group 2, Professor (N=17).Item 1, Your institution $76461.Item 2, Comparison Group Median $82223.Group 3, Associate professor  (N=17).Item 1, Your institution $59633.Item 2, Comparison Group Median $67336.Group 4, Assistant professor  (N=17).Item 1, Your institution $52612.Item 2, Comparison Group Median $58605.Group 5, Instructor  (N=14).Item 1, Your institution $45660.Item 2, Comparison Group Median $50850.Group 6, Lecturer  (N=5).Item 1, Your institution No data.Item 2, Comparison Group Median $47981.Group 7, No academic rank  (N=3).Item 1, Your institution No data.Item 2, Comparison Group Median $83006. Shapeline, Label: ShapeInstitutionLegend, Label: Your institution ShapeComparisonGroupLegend, Label: Comparison Group Median ShapeComparisonGroupLegendLine1, Label: ShapeComparisonGroupLegendLine2, Label: End of image description.

 Image description.Revenue sourceHorizontal Bar chart with 5 groups with 2 items per group.X scale titled Percent.Group 1, Tuition and fees.Item 1, Your institution 88.Item 2, Comparison Group Median (N=15) 79.Group 2, Government grants and contracts.Item 1, Your institution 5.Item 2, Comparison Group Median (N=15) 3.Group 3, Private gifts, grants, and contracts.Item 1, Your institution 2.Item 2, Comparison Group Median (N=15) 5.Group 4, Investment return.Item 1, Your institution 3.Item 2, Comparison Group Median (N=15) 6.Group 5, Other core revenues.Item 1, Your institution 2.Item 2, Comparison Group Median (N=15) 1. Shapeline, Label: ShapeInstitutionLegend, Label: Your institution ShapeComparisonGroupLegend, Label: Comparison Group Median (N=15) ShapeComparisonGroupLegendLine1, Label: ShapeComparisonGroupLegendLine2, Label: End of image description.

 Image description.Expense functionHorizontal Bar chart with 7 groups with 2 items per group.X scale titled Dollars per FTE.Group 1, Instruction.Item 1, Your institution $6675.Item 2, Comparison Group Median (N=15) $7165.Group 2, Research.Item 1, Your institution $0.01.Item 2, Comparison Group Median (N=15) $30.Group 3, Public service.Item 1, Your institution $921.Item 2, Comparison Group Median (N=15) $157.Group 4, Academic support.Item 1, Your institution $1605.Item 2, Comparison Group Median (N=15) $2172.Group 5, Institutional support.Item 1, Your institution $2710.Item 2, Comparison Group Median (N=15) $2806.Group 6, Student services.Item 1, Your institution $2525.Item 2, Comparison Group Median (N=15) $2047.Group 7, Other core expenses.Item 1, Your institution $281.Item 2, Comparison Group Median (N=15) $0.01. Shapeline, Label: ShapeInstitutionLegend, Label: Your institution ShapeComparisonGroupLegend, Label: Comparison Group Median (N=15) ShapeComparisonGroupLegendLine1, Label: ShapeComparisonGroupLegendLine2, Label: End of image description.
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•  NLU	
  spends	
  less	
  on	
  
instruc2on	
  per	
  FTE	
  
student	
  than	
  peer	
  
ins2tu2ons	
  

•  Public	
  service,	
  
academic	
  support	
  
and	
  ins2tu2onal	
  
support	
  are	
  mostly	
  
administra2ve	
  
func2ons;	
  taken	
  
together,	
  NLU	
  
spends	
  more	
  on	
  
these	
  func2ons	
  than	
  
peer	
  ins2tu2ons	
  



Conclusions	
  from	
  IPEDS	
  Data	
  
•  Any	
  cuts	
  that	
  are	
  going	
  to	
  be	
  made	
  should	
  come	
  first	
  from	
  

administra-on.	
  	
  It	
  is	
  clear	
  that	
  there	
  have	
  been	
  
dispropor-onate	
  cuts	
  to	
  the	
  core	
  academic	
  mission	
  up	
  un-l	
  
2010;	
  that	
  paRern	
  is	
  likely	
  con-nuing	
  

•  Metrics	
  such	
  as	
  the	
  percent	
  of	
  total	
  expenses	
  devoted	
  to	
  
instruc-onal	
  salaries	
  and	
  benefits,	
  versus	
  administra-ve	
  
salaries	
  and	
  benefits,	
  must	
  be	
  u-lized	
  to	
  ensure	
  that	
  the	
  
administra-on	
  is	
  staying	
  true	
  to	
  the	
  core	
  academic	
  mission.	
  

•  This	
  administra-on	
  needs	
  to	
  conduct	
  a	
  zero-­‐based	
  budget	
  
analysis	
  of	
  all	
  administra-ve	
  costs;	
  it	
  is	
  not	
  just	
  
administra-ve	
  salaries,	
  but	
  their	
  budgets	
  –	
  outside	
  
consultants,	
  travel,	
  and	
  administra-ve	
  costs	
  in	
  general.	
  	
  

•  Not	
  one	
  faculty	
  member	
  should	
  have	
  been	
  laid	
  off	
  un2l	
  a	
  
thorough	
  analysis	
  of	
  administra2ve	
  costs	
  was	
  undertaken.	
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Top	
  2010	
  Administra2ve	
  Compensa2on	
  
Source:	
  IRS	
  990	
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Fundraising	
  Revenues	
  and	
  Costs	
  per	
  IRS	
  990	
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•  The	
  cost	
  to	
  raise	
  $1	
  should	
  be	
  at	
  most	
  20	
  cents;	
  these	
  fundraising	
  costs	
  
are	
  alarmingly	
  high	
  

•  We	
  need	
  to	
  see	
  what	
  these	
  costs	
  are	
  for	
  2011	
  and	
  going	
  forward;	
  it	
  is	
  
inconceivable	
  that	
  fundraising	
  costs	
  this	
  high	
  would	
  be	
  maintained	
  in	
  an	
  
environment	
  where	
  departments	
  are	
  being	
  eliminated	
  



Top	
  Contractors/Consultants	
  Per	
  IRS	
  990	
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•  A\er	
  2008,	
  the	
  top	
  5	
  consultants	
  were	
  not	
  required	
  to	
  be	
  reported	
  
•  Only	
  the	
  top	
  5	
  independent	
  contractors	
  are	
  reported	
  in	
  2009	
  and	
  2010	
  
•  This	
  is	
  another	
  area	
  of	
  poten2al	
  savings	
  to	
  be	
  considered	
  before	
  there	
  

are	
  cuts	
  to	
  the	
  core	
  academic	
  mission	
  



Addi2onal	
  Informa2on	
  from	
  the	
  2010	
  990	
  
•  The	
  University	
  has	
  a	
  membership	
  in	
  a	
  local	
  social	
  club	
  that	
  is	
  in	
  the	
  

University	
  President’s	
  name	
  which	
  is	
  for	
  the	
  purpose	
  of	
  helping	
  
promote	
  and	
  conduct	
  business	
  on	
  behalf	
  of	
  the	
  University.	
  The	
  
social	
  club	
  membership	
  is	
  used	
  100	
  percent	
  for	
  business	
  and	
  the	
  
President	
  uses	
  the	
  accountable	
  plan	
  rules	
  for	
  documen-ng	
  the	
  
business	
  use.	
  

•  The	
  University	
  provided	
  a	
  compensa-on	
  package	
  to	
  the	
  President	
  
that	
  included	
  the	
  payment	
  of	
  an	
  addi-onal	
  amount	
  that	
  was	
  
con-ngent	
  upon	
  the	
  achievement	
  of	
  certain	
  pre-­‐determined	
  
objec-ves.	
  	
  Such	
  objec-ves	
  were	
  achieved	
  during	
  the	
  fiscal	
  year	
  
and	
  the	
  payments	
  for	
  such	
  services	
  are	
  included	
  in	
  the	
  
compensa-on	
  schedule.	
  

•  The	
  University	
  has	
  an	
  agreement	
  with	
  a	
  University	
  in	
  Poland;	
  the	
  
President	
  or	
  Provost	
  visits	
  Poland	
  at	
  least	
  once	
  per	
  year.	
  	
  In	
  2010,	
  
the	
  University	
  recognized	
  $88,950	
  in	
  revenue	
  from	
  this	
  
arrangement	
  (revenue	
  was	
  $150,000	
  in	
  2009).	
  

71	
  



Number	
  of	
  Employees:	
  2003-­‐04	
  vs.	
  2010-­‐11	
  
Source:	
  IPEDS	
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•  2003-­‐04	
  was	
  the	
  earliest	
  year	
  of	
  comparable	
  data	
  
•  There	
  was	
  a	
  large	
  decline	
  in	
  part-­‐2me	
  faculty,	
  but	
  it	
  now	
  seems	
  as	
  if	
  this	
  

trend	
  will	
  be	
  reversing.	
  
•  The	
  74	
  administrators	
  is	
  s2ll	
  higher	
  than	
  the	
  number	
  at	
  peer	
  ins2tu2ons	
  



Overall	
  Conclusions	
  
•  Na-onal	
  Louis	
  University	
  is	
  not	
  in	
  dire	
  financial	
  
condi-on;	
  there	
  are	
  sufficient	
  reserves	
  and	
  a	
  low	
  level	
  
of	
  debt,	
  in	
  addi-on	
  to	
  solid	
  cash	
  flows	
  in	
  recent	
  years.	
  

•  There	
  has	
  been	
  an	
  enrollment	
  decline,	
  and	
  if	
  cuts	
  have	
  
to	
  be	
  made,	
  the	
  following	
  should	
  be	
  considered:	
  
–  Using	
  reserves	
  
–  CuCng	
  the	
  number	
  of	
  administrators	
  
–  CuCng	
  the	
  salaries	
  of	
  administrators	
  
–  CuCng	
  the	
  budgets	
  (consultants)	
  of	
  administrators	
  

•  The	
  core	
  academic	
  mission	
  needs	
  to	
  be	
  preserved.	
  
•  Instruc-onal	
  salaries	
  and	
  benefits	
  are	
  only	
  1/3rd	
  of	
  the	
  
en-re	
  university;	
  this	
  should	
  not	
  be	
  the	
  first	
  place	
  to	
  
look	
  for	
  cuts	
  –	
  it	
  should	
  be	
  the	
  last	
  place	
  to	
  look.	
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