Id. at 45-46 (emphasis added).

Defendant Shirley Tilghman, who is President of both the University and the Foundation,
denied that there was any conflict between her fiduciary duties to these entities in making
spending determinations. 7 ilghman Depo. I at 142-43 [ TAB-33]. She insisted that she did not
have “any conflicted or divided loyalties at all.” Id at 146. She admitted, however, that she
had not sought any legal advice from anyone other than Princeton’s attorneys about her duties.
Id at 149.

Similarly, Defendant Sherrerd testified that he had never thought about the possibility of
a conflict between his duties to Princeton and his duties to the Foundation. Sherrerd Depo. at 39
& 123-24 [TAB-28]. But he also has never consulted with any attorney that did not represent
Princeton about his duties. Id. ar 82 & 124.

According to Defendant Oxman, there is “not really” any potential conflict between his

duties to Princeton and the Foundation. Oxman Depo. at 18 [TAB-22].

Q. Do you see any conflict of interest ... between the
University and the Foundation when a question is raised as
to whether the University should pay something back to the
Foundation?
A. Not really.
Q. No conflict at all?
A. Not really.
1d. at 96 (emphasis added). And finally, Wendell told the Foundation Board that “he had no
conflict in considering the PRINCO proposal,” even though he was “a Princeton trustee and the
Chairman of Princo.” 11/5/03 F, amily Trustees’ version of Robertson Foundation Board meeting
minutes at BOD002460 [DMC-61 1.
By contrast, Princeton’s expert witness on’ charitable organizations was considerably

more candid.
Q. Are you saying that someone who is a trustee of the
Robertson Foundation and a trustee of Princeton who is

faced with a vote as a Foundation Board of Trustees on
whether or not to demand that Princeton return the money
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that was spent on students outside the school would not
have a conflict of interest in the law? ...

A. No, I don’t think that.
Q. So in that situation, that person who was a trustee of

both the Foundation and Princeton would have a
conflict of interest in considering that question, right?

A. Yes.
Dale Depo. at 225-26 (emphasis added) [TAB-5]. See also Section IIL.E.3.a.

Despite this admission by their own proffered expert witness, the Defendants themselves
still refuse to acknowledge even the potential for conflicts of interest between Princeton and the
University. In addition, they also refuse to acknowledge the obviously harmful consequences of

these conflicts on the Foundation’s spending, which are described below.

E. Princeton’s Diversions of the Foundation’s Money

1. Princeton’s Increasing Misappropriations

As shown above, Princeton unilaterally and secretly determines how much Foundation
money it will take, how it will spend that money, and what it will tell the Foundation Trustees.
This unfettered control of the Foundation’s spending and the University’s inherent conflicts of
interest with the Foundation’s mission have resulted in ever increasing expenditures of the
Foundation’s money for improper purposes. In fact, Plaintiffs’ financial expert from
PricewaterhouseCoopers has identified over $207 million of mmproper charges to the Foundation
for “non-assignable costs, diversion of restricted funds and double charging of overhead.”

McGuire Report at 9' [ALH-36] 33

33 Michael G. McGuire is a principal in the Education Advisory Services (“EAS”) practice

‘of PricewaterhouseCoopers LLP (“PwC”) in Boston, Massachusetts. He has been associated

with PwC for over 14 years and for the last 11 years as a principal of the Firm, leading the
National EAS practice. Prior to joming PwC, Mr. McGuire was the Director of Finance at
Harvard University School of Medicine, where he was responsible for managing over 800
restricted endowment funds and accounting and reporting for the School’s grants and contracts.
He has also served as the University Budget Director at Tufts University, Chief Financial Officer
of the City of Brockton, Massachusetts and Controller of the Brockton Public School System.
See McGuire Report, at 3 [ALH-3 6/.
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Sespmpe

As discussed above, Princeton’s misuse of the Foundation’s funds accelerated in the early
1990s, when Princeton decided during a University budget crisis to take money from the
Foundation for independent research centers in order to get “general funds relief” See
Section III A.7 above. Since that time, as described below, Princeton has found many more ways
of secretly shifting costs to the Foundation by, among other things, subsidizing its social science
departments and grossly overcharging for administration and overhead.

Between fiscal 1990 and 2003,* Princeton’s annual charges to the Foundation increased
from $4.4 million to $23.8 million (and are nearly $30 million today). Ex. P274: Fiscal Year
2002 Financial Tables at ] [JCW-62]; Ex. P411: Fiscal Year 2003 Financial Tables at 2
[JCW-77]. During the same period, however, the School actually did a progressively worse job
of placing MPA students in the center of the Foundation’s target. Ex. P7782- First Jobs Taken
By WWS MPA Students 2004-] 973 [JCW-124] (showing initial placements in
“federal/imternational” declining from 9 in 1990 and 10 in 1991 to 3 in 2002 and 6 in 2003).
Moreover, even though Princeton spent more than $195 million of the Foundation’s money from
fiscal 1990 through 2003, it placed just 86 oﬁt of 885 MPA graduates in first Jobs in the federal
government in international relations during that period. Put bluntly, each such placement cost
the Foundation approximately $2.27 million per student. 1d.

More than 30 years ago, Charles Robertson wrote Princeton’s President that, “Sooner or

- later, every human endeavor if it is to continue must pass this simple test: is it worth the cost?”

See Ex. P13: Green Notebook at CSR 004057 [JCW-7]. The answer to the Donor’s question is
sadly all too obvious now.

Despite these dismal results, Princeton’s spending of the Foundation’s money has
mncreased much more than its spending of its own money. From fiscal 1996 through 2003, the
program costs charged to the Foundation (i-e., all costs except construction and investment) grew

by 193 percent, while University-wide program costs grew by only 22 percent. McGuire Report

34 The Foundation’s fiscal year ends in June, so, for example, its 2003 fiscal year ended on

June 30, 2003.
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