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2. Actual Costs v. Available Resources

As discussed previously, some costs charged to the Robertson Foundation were not
“incurred” or actual costs to further the mission of the Foundation, i.e., the expanded
graduate program of the Woodrow Wilson School. There were references made by the
University officials that Foundation funds were used to lighten the financial burden of
Princeton University, or Foundation funds were spent because they were available:

+ During fiscal year 1992, the University needed to reduce the general funds

- budget. The University shifted some of the directors’ salaries for the Center
of Institutional Studies (CIS) and the Office of Population Research (OPR)
away from general funds to Foundation funds. >

+ The Robertson gift has made it possible for the Woodrow Wilson School to
spend more money than the University would have been able to appropriate to
the School in its absence.>**

+ Departments spend more on certain categories of costs because they have
endowments that allow them to live at a level above what the University
would be able to provide.”*

+ Princeton Treasurer Christopher McCrudden did mot recall whether the
Woodrow Wilson School ever approached the University for an increase in
the administrative funds provided by the University >*

*! See deposition testimony of Richard Spies, pages 249 through 251
*2 See deposition transcript of Christopher McCrudden, page 213
3 See deposition transcript of Christopher McCrudden, page 214
¥ See deposition transcript of Christopher McCrudden, page 252
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3. Comparison with Better Business Bureau (BBB) Giving Standards

The BBB Wise Giving Alliance Standards for Charity Accountability were developed to
assist donors in making sound giving decisions and to foster public corfidence in
charitable organizations. The standards seek to encourage fair and honest solicitation
practices, to promote ethical conduct by charitable organizations and to advance support
of philanthropy.**

The Standards for Charity Accountability were developed with professional and technical
assistance from representatives of small and large charitable organizations, the
accounting profession, grant making foundations, corporate contributions officers,
regulatory agencies, research organizations and the Better Business Bureau system. The
‘BBB Wise Giving Alliance also commissioned significant independent research on donor
expectations to ensure that the views of the general public were reflected in the
standards.>*

Organizations that comply with these accountability standards have provided
documentation that they meet basic standards:
~+ Inhow they govern their organization;
+ In the ways they spend their money;
"+ Inthe truthfulness of their representations; and
~+ In their willingness to disclose basic information to the public*¥

Standards in the section for finances seek to ensure that the institution spends its funds
honestly, prudently and in accordance with statements made in fund raising appeals.

Standard 8 requires that the institution spend at least 65 percent of its total expenses on
program activities. If we assume program activities consist of Instruction, Research,
and Other Institutional Activities, the Robertson Foundation is charged for about 30

percent of its total expenses exclusive of construction costs during fiscal years 1992 and
2003 as follows:

33:: The BBB Wise Giving Alliance Standards for Charity Accountability, Preface
1d
714
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Percentage

Function 1990 — 2003 ' to Total
Instruction $ 27,861,940 15%
Organized Research 3 20,681,791 11%
Other Institutional Activities  $ 7,182,602 L 4%
Total Expenses on Program
Activities 3 55,726,333 30%

Administration $ 45,580,017 . 24%
Indirect Cost $ 39,604,052 21%
Transfers 3 15,470,764 8%
Management Fees $ 31,936,569 17%
Unallocated Difference $ (87,465) 0%
Total Other Costs 3 132,503,937 70%

A comparison of the Foundation’s program activities with the BBB 65-percent
requirements by fiscal year is shown below:
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See Schedule D.3 for detail. Based on the above analysis, the Robertson Foundation does
not appear to meet the requirements of Standard 8. Throughout this report, we discussed
many expenditure items that appeared to be non-assignable to the donor-imposed
restrictions of the Robertson Foundation. Had we excluded those items from the program
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