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SUPERIOR COURT GEfF THRSE

WILLIAM ROBERTSON, ANNE R. : MERCER COUNTY
MEIER, JOHN L. ROBERTSON, : CHANCERY DIVISION-GENERAL EQUITY
KATHERINE ERNST and ROBERT : DOCKET NO. C-99-02
HALLIGAN, _ :
Plaintiffs, : CIVIL ACTION
Vs, :

PRINCETON UNIVERSITY, SHIRLEY M.:
TILGHMAN, JOHN J.F.SHERRERD, :
PETER WENDELL, STEPHEN OXMAN ORDER
and THE ROBERTSON FOUNDATION,
Defendants.

This matter having been presented to the Court upon a motion for partial summary judgment
on claims falling outside the applicable statute of limitations or laches period filed by Defendants;

and opposition having been filed by Plaintiffs; and the Court having reviewed the submissions by

both parties; and oral argument having been heard on November 28,2006 and November 29, 2006;

and for the reasons set forth in the Statement of Reasons; and for good cause having been shown:

IT IS ON THISaﬁ‘}hDAY OF OCTOBER 2007,

ORDERED that Defendants’ motion is GRANTED in part with respect to Plaintiffs’
equipment depreciation claim and DENIED in part with respect to Plaintiffs’ building

depreciation, G & A, administrative costs and faculty salary credit and research salary claims.

Neil H. Shuster, P.J.Ch.



WILLIAM ROBERTSON, ANNE R, 'SUPERIOR COURT OF

MEIER, KATHERINE ERNST, and NEW TERSEY
ROBERT HALLIGAN CHANCERY DIVISION
S | GENERAL EQUITY PART
Plaintiffs, MERCER COUNTY.

V.

PRINCETON UNIVERSITY, SHIRLEY DOCKET NO. C-99-02

M. TILGHMAN, JOHN J.F.
SHERRERD, PETER WENDELL, and
STEPHEN OXMAN

Defendants,
and

THE ROBERTSON FOUNDATION

'Nominal Defendant.

DEFENDANTS’ MOTION FOR PARTIAL SUMMARY JUDGMENT ON C'LAIM.S
FALLING OUTSIDE THE APPLICABLE STATUTE OF LIMITATIONS OR LACHES
PERIOD

This matter arises from a verified complaint filed on July 17, 2002 by Plaintiffs, .

William Robertson (“Mr. Robertson”), Robert Halligan (“Mr. Halligan”), Anne R. Meier,

and Katherine Ernst (collectively “Plaintiffs”), against Defendants, Shirley M. Tilghman,
John JF. Sherrerd, Peter Wendell, and Stephen Oxman (collectively the “University-
designated Trustees™), Princeton University  (the “University”) (collectively
“Defendants™), and the Robertson Foundation (the “Foundation”). Plaintiffs filed an
amended Veriﬁed complaint on November 12, 2004. On December 22, 2004, Defendants

filed their answer and affirmative defenses.



—~

Brieﬂvy .stated,- the present motion for partial summary judgment is based on
Defendants’ contention that Plainfiffs’ decades-long delay in bringing these claims is
unduiy prejudicial, and is inexcusable in light of the fact that representatives of the
Robertson Family ilave always sat on the Foundation Board. As a practical observation,
unlike the core of the present litigation, where Plaintiffs allege that Defendants breached
fiduciary obligations to the Foundation, the present matter essentially seeks to take

Plaintiffs to task for the failure of the Family-designated,Trustées, as fiduciaries, to

exercise due diligence.

Specifically, Defendénts seek partial summary judgment on five categories of
expenditures funded by the Foundation, and allleged by Plaintiffs to violate the “mission”
of the Foundation as set forth in the Foundation’s Certificate of Incorporation: (1)
approximately $16 million dating back to FY1965 for “ciouble—charged” equipment
depreciation; (2) appréximately $41 million dating back to 1965 for “double-charged”
building depreciation; (3) approximately $9,019,437 dating back to 1976 for “double-
charged” General and Administrative Costs Part I (“G&A Part I”) and approximately

$27,906,831 dating back to FY1983 for allegedly improper General and Administrative

Costs-wParﬂ-I-I--"(‘--QG&"A-—~Part~-~1F—’);-~-(-4)*"-approxim'"t¢}y~>~$‘45~;~5’8‘0;G‘1~~7*—~d”ti’1g-‘--back-"'to—‘~1'99G"‘f0r
overcharged administrative costs; and (5) approximately $7,867,252 dating back to
FY1994 for improper and/or overcharged faculty teaching and research salaries.’
According to Defendants, these ﬁve categories of costs should be limited by the doctrine

of laches to FY1996 forward.

' Because Plaintiffs also seek to recoup the interest accrued on these claims, Defendants also contend that
such claims are overly inflated to give an appearance of egregiousness not warranted in the instant matter.



Essentially, Defendants assert that the F amily-designated Trustees have been
passive members of the Foundation Board, contrary to the directive given by Charles
Robertson to Mr. Robertson in a letter dated November 27, 1972. In the letter, Charles
Robertson emphasized that the F amily-designated Trustees must not hesitate to express,
and pursue, concerns regarding the University’s use of F Qundation funds, to tﬁe extent
that any such concerns arose. Specifically, Charles Robertson expected F amily-
desighated Tfustees:

e To “havea deep concern for where the money goes.”

e To “watch the pennies and study the budget with care and ask penetrating
questions.”

* To “speak out loudly and clearly when [they] have justifiable criticisms or
constructlve suggestions to make.”

e To “do [their] homework before attending or calling a meeting.”

e To “constitute what in effect is ‘hls majesty’s loyal opposition’” who do “not
stand in awe of the President of the University nor of any of his dlstlngu1shed
colleagues on the Foundation Board.”

(Cert. of John W. Bartlett, Exh. “5”)) Defendants maintain that prior to Plaintiffs filing

the verified complaint in 2002, the Family-designated Trustees have never expressed

anything approaching a “deep concern”, despite having been given detailed financial

reports in advance of every annual meeting.

Defendants also note that Mr. Robe.rtson- and Mr. Halligan have collectively
served on the F oundation -Board for more than sixty-five years. Individually, Mr.
Robertson and Mr. Halligan have, dating back several decades, served on fhe F oﬁndation
Board longer than any othér_ current F oﬁndation Trustee, and that each have done so, with

near perfect attendance records. In connection with this, Defendants take the position



that Plaintiffs’ suggestion that the Family-designated Trustees lacked thé sophistication to
question the complexity of the Foundation’s spending relationship with the University is
absurd, as they could have been given guidance concerning any such spending issues had
they asked the “penetrating questions” Charles Robertson expected of them. Moreover,
had any such “penetrating questions” been met with oﬁposition by the University or the

University-designated Trustees, the Family-designated Trustees could have exercised

their right to inspect the Foundation’s books and records, or pursued other legal avenues.

Defendants further assert that, in more recent years, the Family-designated
Trustees did not even need to speak with University-‘designated Trﬁstees concerning any
spending issues, as they could have asked Carl Schafer (“Mr. Schafer”) who served as a
financial consultant to Mr. Robertson from the early 1990s until sAometime in 20035, after
serving approximately fifteen years as the University’s Treasurer, Chief Financial Officer
and Vice President for Finance. According to Defendants, Mr. Schafer developed an
“understanding” of the Bowen Formula and the Settlement proéess. (See Cert. of

Kathleen A. Walsh, Exh. “219”, at T139-T140.)

According to Defendants, throughout the history of the Foundation, the costs of

the Woodrow Wilson School’s operations have been divided between the University and
the Foundation through various calcuiaﬁons set forth in the Bowen Formula. Defendants
assert that the Foundation Board approved and adopted the Bowen Formula in 1965.
~ Professor William Bowen (“Mr. Bowen™) proposed the Bowen Formula in two
memoranda, dated January 1965 and April 14, 1965.> The memoranda provided

extensive discussions of how the Bowen Formula would attempt to capture a “fair

2 At the time of the creation of the Bowen Formula, Mr. Bowen was the Associate Dean of the School.
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approxifnation of the true costs involved in the expansion of the School’s graduate
program”. (Cert. of Christopher' J. Paolella, Ef(h. “4”.) The Bowen Formula sought to
ensure that the Foundation was “charged only for graduate program expenses” by
- “subtract[ing] tﬁe costs associated with the undergraduate program.” (le) The Bowen
Formula also sought to ensure that the Foundation was “charged only for the expansion in
the graduate program which has occurred since the [Robertson] Fbundation gift” by
subtraoting from Robertson charges the cost (adjusted for inflation) of opérating the
School’s graduate program in the “base year”. (Ibid.) The Bowen Formula further
recognized that the Foundation should béar not only the direct costs of the School’s
expanded gradﬁate program, but also the indirect costs imposed by that program on

general University resources. (Ibid.)

Notably, the Family-designated Trustees were not provided with copies of the
either the January 1965 and April 14, 1965 memoranda setting fbrth the Bowen Formula.
However, it appears that copies were not provided at the request of Eﬁgene Goodwillie, a
Famﬂy-designated Trustee, previous Secretary of the Foundation Board, and pérsonal

attorney to Charles and Marie Robertson. (Cert. of Mr. Paolella, Exh. “8”; Cert. 6f

Honora S. Moore, Exh. “41”.) Instead Mr. Goodwillie suggested that Mr. Bowen “make
a brief summary of the matter to the Trustees af their June meeting. . . . After he has done
that, if any Trustee wants to study the actual documents, arrangements could be made to
sﬁpply them with copies.” (Cert. of Mr. Paolella, Exh. “8”.) The University
subsequéntly confirmed to Mr. Goodwillie that it would request that Mr. Bowen make “a
brief report on his study and tHe final recommendations we have adopted with respect to

the determination of costs for the expanded graduate program.” (Cert. of Ms. Moore,



Exh. “41”.) The minutes of the June 17, 1965 annual meeting of the Foundation Board
indicate that a discussion took place on the “study prepared by Mr. Bowen of thé budget
‘and operating expenses of the School and the appointment of expenses between the
University and the Foundation.” (Cert. of Mr. Paolella, Exh. “3”))

Plaintiffs take issue with Defendants’ assertion that the costs of the Scho’ol’s
operations have been divided between the University and the Foundation since 1965
through application of the Bowen Formula. According to Plaintivffs, the University has
manipulated ‘the Bowen Formula, resulting in gross overcharges to the Foundation.
: Speéiﬁcally, Plaintjffs contend that the Foundation is being charged in excess of the “true
costs” of the “expanded graduate program” of the School, and is even paying for certain
expenseé outside of the School’s “expanded graduate program” and/or outside of the
‘F oundation’s mission. Iﬁ'connection with this, Plaintiffs contend thét the Foundation
Board never adopted or approved the Bowen Formula. Instead, Plaintiffs take the
position that the University had already adopted fhe Bowen Formula at tﬁe time it was
presented to the Foundatioﬁ Board in 1965 (Cert. of Ms. Moore, Exh “4™), and it was

simply presented to the Foundation Board, as reflected in the minutes, as “[t]he study

prepared-by-Mr-Bowen-of-the-budget-and-operating expenses—of “the- School and- the

apportionment of expenses be:tween the University and the Foundation” (Id. at Exh. “1*),
Plaintiffs also contend that the University has unilaterally altered, or replaced
entirely, the Bowen Formula on several occasions, each time unbeknownst to the F amily-
designated Trustees. According to Plaintiffs, the University began changing the Bowen
Formula shortly after it was originally written, For example, as discussed infra, Plaintiffs

cite the Bowen Formula’s change pertaining to whether the Foundation would be charged

















































































































































































