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U.S. Senate Committee on Finance  
The Honorable Max Baucus, Chairman 
The Honorable Charles Grassley, Ranking Member 
Dirksen Senate Office Building, Room 219 
Washington, DC 20510 
 
Dear Chairman Baucus and Ranking Member Grassley: 
 
Thank you for the opportunity to discuss the New York University (NYU) endowment and efforts to help 
students gain access to a higher education.  Certainly, no issue is of greater concern or more pressing for 
higher education’s leadership than the possibility that men and women of talent may not be able to 
attend the college of their choice because of cost.  So, at a time when university endowments are 
receiving a great deal of media and legislative attention, our institution welcomes the chance to broaden 
the understanding of these complex accounts -- which are critical to the long-term health of colleges and 
universities -- and their relationship to costs and financial aid.  Before proceeding to the questions posed 
by the committee, we would like to provide some context to clarify a few concepts about endowments in 
general and NYU’s endowment as compared to its peer institutions in particular. 
 
The Mission of Intergenerational Stewardship 
For over 300 years, university endowments have been used to serve students and faculties for generations 
to come.  An endowment links past, current, and future generations and allows institutions to provide 
students with educational programs and opportunities beyond what could be funded solely with tuition 
and other forms of public support.  Therefore, a prudent spending and investment policy is essential to 
mediate between the competing demands of present and future generations, to allow an institution to 
spend as much resources today as is feasible while preserving purchasing power for tomorrow.  In short, 
the most common objective of a university trustee is to maximize sustainable spending while preserving 
the basic mission to serve future generations of students. 
 
Factoring in Donor Restrictions 
A common misconception is that an endowment is a large pool of money that can be used by a university 
however and whenever it chooses.  In fact, major university endowments are not a single fund; they are 
actually a collection of numerous – sometimes thousands – of individual funds, oftentimes donated for a 
specific and restricted purpose.  Donors frequently require that the purchasing power of their gift be 
preserved through careful management so future generations, as well as today’s students, can benefit 



from the original gift.  In terms of NYU’s endowment, approximately 87 percent of the funds are restricted 
in some form. 
 
Universities Currently Allocate Significant Funding for Student Aid 1  
There is a common misconception that universities hoard funds; however, most institutions set aside 
significant resources for student aid in an effort to attract and retain qualified low and middle income 
students.  For example, during the previous academic year, NYU spent approximately $249 million in 
institutional funds specifically for student aid (undergraduate and graduate) purposes.  For each of the 
past ten years, the institution has increased the tuition assistance provided to undergraduate students 
(see accompanying chart for question 2b); indeed, while undergraduate tuition has increased 56.2 percent 
over that time, spending on institutional scholarships and grants to undergraduates has increased 66.6 
percent.  In addition, over 54 percent of full-time undergraduate, graduate and professional NYU students 
receive some form of university grant for the current academic year.   
 
NYU’s Success in Attracting Low Income Students 
NYU has a long and successful history of attracting low income students.  In academic year 2005-06, 
almost 17 percent of the institution’s undergraduate population was eligible for a federal Pell Grant.  As 
you know, Pell Grants provide direct aid to the nation’s neediest families and represent the foundation of 
a low income student’s aid package.  When comparing the number of Pell-eligible students at NYU peer 
institutions, very few have been as successful in attracting Pell-eligible students.  In fact, when compared 
to our peers in the Association of American Universities (AAU), only one private institution has a higher 
Pell-eligible percentage.  This success can be directly attributed to NYU policies, including waiving 
application fees for low-income applicants and tasking a full-time staff member with the responsibility of 
identifying and assisting low-income families in navigating the admissions process.   
 
The Per Capita Factor: Endowment Per Full-Time Equivalent (FTE) Student  
As the Finance Committee continues its investigation into endowments and the relative wealth of an 
institution, it is important that the committee review assets in terms of the number of full-time equivalent 
(FTE) students attending an institution.  Just as the economic well-being of a nation is often best 
understood through the lens of per capita income, so, too, should universities’ endowments be evaluated 
in this manner.  It is the only meaningful way to measure the ability of an institution to use endowment 
funds for aid purposes.  Ranking institutions by the aggregated value of the endowment dollar levels 
without regard to the number of students being served (FTEs) does not provide a meaningful picture of 
the financial flexibility -- or inflexibility -- a college or university may possess.   
 
According to the recent endowment study conducted by the National Association of College and 
University Business Officers (NACUBO), the NYU endowment is currently valued at $2.161 billion, ranking 
the institution 31st out of the 785 institutions surveyed.  The endowment per FTE student, however, is 
$62,053, placing NYU 202nd out of 516 independent institutions surveyed.  Of the 32 institutions that have 
an endowment valued at more than $2 billion, NYU’s endowment ranks the lowest in terms of FTE 
student.  The next two lowest institutions among this group have endowments per FTE two and three 
times as large as NYU.  The other 29 schools in this grouping all have endowments of at least $275,000 
per FTE.  The committee wrote the 136 colleges and universities with the largest endowments; had the 
committee written the 136 colleges and universities with the largest per student endowments, NYU would 

                                                 
1 This paragraph was updated on 06/18/08 after an internal calculation error was discovered that undercounted the level of NYU institutional 
funds spent on student aid and inflated the percentage of students who received a university grant.  This paragraph and revised answers to 
questions 2b, 2c and 4d have been provided to the Senate Finance Committee.  See addendum for content of original submission. 

 



not have been on the list.  The size of the student body is critically relevant in determining the wealth and 
ability of an institution to use endowment funds for student aid purposes.   
 
Public Service Benefits of Growing Endowment Levels 
A fundamental reason most universities, like NYU, aggressively seek to build their endowment is to gain 
the flexibility to expand on their public service mission of educating and increasing accessibility for 
students regardless of family income.  This reality is being proven as schools with larger endowments per 
FTE are able to increase institutional aid packages to students and families previously considered to be 
middle and high income.  In short, as an institution’s endowment grows, so does the ability of that 
institution to meet the financial needs of its students.  NYU is far more tuition dependent than its peers – 
over 60 percent of its annual budget comes from tuition income, while only five percent comes from 
endowment income -- and is not able to meet the full need of its students; our goal, then, is to focus 
resources on the neediest students allowing them to enroll, and to build an asset base to support the 
mission over an extended time period.  If NYU is successful in growing its endowment over time, the 
institution fully expects to increase the amount of scholarship funding to decrease the unmet needs of our 
students 
 
Impacts of Market Fluctuations Over Time 
Lastly, any serious effort to analyze university endowments over time must look beyond simply the 
previous ten years.  While investment returns in all types of accounts have been generally strong in recent 
years, this has not always been the case.  For example, university endowments saw similar market gains in 
the years prior to 1968, however, steep market declines in the 1970s had a devastating long-term impact.  
Adjusted for inflation, it took many university endowments until the early 1990s to reach the levels they 
had attained in 1968.  Many endowments saw similar, albeit more short-term, losses during the market 
downturn of 2000-2002.  Moreover, the recent NACUBO study does not reflect the impact of the 
weakening financial markets that began in the last quarter of 2007.  Therefore, the strong returns we have 
seen during the past two years are unlikely to be repeated in the current fiscal year.   
 
Market fluctuations also play a prominent role in determining endowment spending rules.  Institutions of 
higher learning customarily seek a steady stream of endowment spending, one that prudently balances – 
as we noted before – current spending and the preservation of economic well-being, so that neither 
today’s nor tomorrow’s generation benefit at the expense of the other.  Like many institutions, the 
spending rule that NYU uses is five percent of the average of the previous 12 quarters; thus, when the 
market is rising, actual endowment spending will be below five percent, but when the market is falling, it 
will be above five percent. 
 
The importance of looking at the long-term is best demonstrated when comparing NYU’s rate of return 
on its endowment to the combined spending rate plus rate of inflation.  Over the past ten years, the 
endowment earned an average of 8.8% per year.  During the same period, the Consumer Price Index (CPI) 
for the New York region increased 2.9% per year.  Therefore, after the effect of inflation, NYU earned 
about 5.9% per year.  With a spending rate of 5.0%, the true spending power of the endowment grew by 
less than 1% per year.  During years of high returns, it is easy to suggest that universities are not spending 
sufficient amounts from their endowments.  However, over longer periods of time, with both strong and 
weak returns factored in, many endowments do little more than keep pace with inflation. 
 
 
 
 



Costs That Colleges and Universities Confront 
Finally, increases in tuition are often contrasted with the CPI or rate of inflation, but this is not a valid 
comparison.  The single largest expense for NYU – as is likely true of other colleges and universities -- is 
personnel.  Whereas in business, savings can often readily be achieved through productivity 
enhancements – the reduction of labor through, say, the use of new technology – replicating such tactics 
are much more difficult in higher education.  Just as one is limited in how much personnel-related 
productivity one can obtain from a string quartet, so, too, is it a challenge to achieve productivity in 
higher education because it can be antithetical to what we are trying to achieve academically: smaller 
classes, improved faculty-to-student ratios, and the resulting educational excellence.  Because higher 
education is so personnel driven, it is also disproportionately subject to the rapidly increasing cost of 
health care.  Higher education is also heavily invested in “bricks and mortar;” for NYU – situated in an 
extraordinarily competitive and costly real estate and construction market, possessing older building 
stock, and subject to laws such as those requiring regular, intensive façade inspections – this is a 
particularly heavy cost.  Moreover, colleges and universities face significant recurring costs from ongoing 
investment in information technology, pedagogic technology, and research technology.   
 
Again, thank you for the opportunity to discuss the NYU endowment and institutional efforts to attract 
students regardless as to family income or background.  If Senators would like any additional information 
or need clarification about data provided, the university will make every effort to comply in a timely 
fashion.  Please find the responses to the eleven questions posed by the committee in the following 
attachment.  
 
Sincerely, 
 

 
 
Martin Dorph 
Senior Vice President for Finance and Budget 
New York University 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 



NEW YORK UNIVERSITY:  RESPONSES TO THE COMMITTEE’S QUESTIONS 
 
1a.  Please provide the number of undergraduate and graduate students year-by-year for 
the last ten years.  
 
Please see tables below: 
 

  



 
 
 

 
Source: IPEDs Enrollment Form 



2a.  Please provide the total cost of undergraduate tuition (including all fees) – both sticker 
and average, mean and median – year by year for the last ten years.   
 
See tables below:  
 

 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 



2b.  Please provide the amount of tuition  assistance (not including loans or work study) 
that the university has provided to undergraduate students year-by-year for the last ten 
years. 
 
See chart below: 2 

  
  Funded, Unfunded, and Tuition Remission

Academic 
Year 

Number of 
Students 

Institutional 
Aid: 

Scholarships, 
Grants and 
Remission

Mean Aid 
Including 
Remission

Median 
Aid 

Including 
Remission

1998-99 10,238 $80,180,546 $7,832 $6,000
1999-00 10,231 $82,543,338 $8,068 $6,085
2000-01 10,877 $83,782,916 $7,703 $6,500
2001-02 10,924 $87,620,069 $8,021 $7,500
2002-03 11,301 $93,411,048 $8,266 $8,000
2003-04 11,564 $100,996,093 $8,734 $8,000
2004-05 12,054 $115,791,922 $9,606 $8,000
2005-06 11,870 $122,050,629 $10,282 $8,500
2006-07 11,538 $125,053,329 $10,838 $9,000
2007-08 11,554 $133,599,294 $11,563 $10,000

  
 Source:  NYU Office of Financial Aid 
 
2c.  For the most recent year, please provide the percentage of students receiving 
university grants.  Please provide the average grant amount 
 
With regard to the percentage of undergraduate students receiving university grants for the 
current year, the answer is 54.1 percent with the average grant being $11,563. 
 
3a.  Please explain your university’s financial aid policy.   
 
NYU is not among the relatively small number of institutions able to meet its students’ full need 
(that is, the difference between the cost of attendance and a family’s ability to pay); therefore, 
our financial aid policy is based primarily on distributing aid dollars as equitably as possible to 
needy students.  (For the current year, only 6.8% of our available dollars were awarded on the 
basis of merit only.)  Further, because we are unable to meet the full need of our students, our 
priority is to provide assistance to our neediest students in an amount that will allow them to 
attend (that is, we set as a priority awarding aid to decrease the unmet need of our neediest 
students to a level which allows them to enroll.)   
 
 
                                                 
2 This chart (05/15/08) replaces an earlier version which was contained in the original letter sent to the Senate Finance Committee in February 
2008; that chart contained a calculation error [which inflated those figures].  This calculation error also resulted in a different response to 
question 2c.  The current chart and revised answer to question 2c has been provided to the Senate Finance Committee.  Original submissions 
included in the addendum at the end of the document. 



3b.  How do you inform students and parents of that policy? 
 
Our parents and students are informed of that policy on our web site, in written materials (from 
newsletters to the parents of prospective students to our viewbooks to the publications included 
with the student's aid award), during special financial aid workshops and presentations at field 
events, and one-on-one by phone and in person. 
 
3c.  What outreach efforts does the University undertake to recruit potential low-income 
students? 
 
NYU has a long and successful history of attracting low-income students.  We actively recruit 
potential low-income students through attendance at college fairs and high school visits in areas 
where families would be deemed low income, through close working relationships with CBOs,  
through providing application fee waivers to all students requesting them for financial reasons, 
through hosting summer programs for low-income students (and students of color) on our 
campus.  The university has a full-time staff member who serves as a resource to our admissions 
staff in identifying low income students and who is the contact for families and agencies 
needing more information (that position will be augmented with an additional staff member this 
summer).  Additionally, we have numerous programs through various academic departments 
where the institution hosts local high school students who are interested in a higher education, a 
College Connections program that provides on-campus information sessions and campus tours 
for local junior high and senior high groups to familiarize these students with a college campus 
– and NYU in particular. 
 
A primary indicator of a university’s success in attracting low-income students is the percentage 
of undergraduates eligible for a federal Pell Grant award.  Pell Grants provide direct federal aid 
to the neediest students based on family income.  For academic year 2005-06 (the latest publicly 
accessible data for comparative purposes), 17 percent of our undergraduate population was 
eligible for a federal Pell Grant.  Compared to our peers in the Association of American 
Universities (the 60 leading American research universities), very few public or private schools 
have been as successful in attracting Pell-eligible students.  In fact, only one private institution in 
the AAU has a higher Pell-eligible percentage.  This success can be directly attributed to policies 
outlined here.   
 
3d.  How is low-income defined? 
 
NYU does not define low income simply by a specific Adjusted Gross Income amount.  We 
believe need is defined by a myriad of factors related to a student’s specific family circumstances 
which go beyond simply income numbers.  NYU defines low income as a family’s financial 
status that produces an Expected Family Contribution (as determined by the federal needs 
analysis formula) of $10,000 or less. 
 
 
 
 
 



3e.  What is the amount spent on these efforts? 
 
Staff assigned solely to identify and promote student diversity:  $115,000    
Special Programs (includes summer National Hispanic Institute 
      program on NYU campus and various workshops):     100,000  
Scholarships  (for local needy students to attend our summer  
       pre-college program):           60,000  
Fee Waivers  (admissions application fee waivers for needy students):     650,000  
Travel:             128,000 
Publications and Postage:           650,000 
 
Total:          $1,703,000 
 
4a-c.  Who determines and decides when tuition increases are necessary?  What is the process for 
managing this decision?  Does the full Board of Trustees vote on tuition increases?  Are students, 
parents, and the public provided an opportunity to comment on tuition increases prior to final 
decisions being made?    
 
Setting tuition is a key part of the University’s annual budget process.  For the fiscal year that begins on 
September 1, the University’s budget office begins in December to develop a proposed budget that 
balances revenues with expenses.  The proposed expense budget is largely a function of increases due to 
inflationary pressures and/or program growth; and the cost of investments in information technology, in 
plant to address deferred maintenance needs, in new academic initiatives, and expanded financial aid.  
These expense budget increases are offset by anticipated expenditure savings to be achieved through 
elimination of low priority programs and improved operating efficiency.  The budget office also 
estimates growth in all other sources of revenue, including income from investments, from real estate, 
and auxiliary services.  The final estimation is the amount by which tuition will need to increase in order 
to have a balanced budget.   
 
The budget office presents its proposal to the executive management of the University (the President, the 
Provost and the Executive Vice President and others).  After their review and possible modifications, the 
proposed budget is present to, and discussed by, the deans and other senior University officials who 
comprise the University Leadership Team.  The University Senate Financial Affairs Committee, 
comprised of representative faculty, administrators and students, meets in March and April of each year 
to consider and comment on the proposed budget.  Each of those three groups presents an annual 
memorandum that contains its constituency’s budget recommendations. 
 
The University administration presents a preliminary budget proposal to the Finance Committee of the 
Board of Trustees in February and again in April, before a final recommendation is presented in June.  If 
the Finance Committee approves, the Committee will recommend approval of the proposed budget, 
including tuition increases for the next fiscal year, by the full Board of Trustees at its June meeting. 
 
Participants at every meeting described in the two preceding paragraphs thoroughly discuss and debate 
the amount of the proposed tuition increase.  Input from the various groups commonly does affect the 
final recommendation to the Board of Trustees. 
 
4d.  What role does your university endowment play in providing financial assistance to students? 
 
For the fiscal year 2007, approximately $33 million in endowment spending went directly to student 
tuition and stipends.  Providing financial assistance to students is the single largest endowment 



expenditure (see chart provided to answer question 9).  In fact, the other top ten endowment expenditures 
do not add up to the level provided for student tuition and stipends.  One of the fundamental reasons we 
seek to build our endowment is to be able to increase aid to low and middle income students.  As our 
endowment grows over time, so will our aid to needy students.  However, we go beyond our endowment 
to provide additional assistance.  Because we are far more tuition dependent compared to our peer 
institutions and not able to meet full need, we make use of operating expenses to provide additional 
assistance to students.  During the previous academic year, we provided approximately $249 million for 
student aid purposes.  This allocation to students has increased in each of the past ten years. 
 
5.  Please explain how your university’s endowment is managed and the role of the Board of 
Directors?  What are your university’s endowment payout and investment policies?  What is the 
mission of your university’s endowment?  When was the last time that the university’s endowment 
policy was reviewed?  When will it next be reviewed? 
 

Endowment Management and the role of the Board 
The NYU Endowment Fund is governed by the Investment Committee (“IC”) of the New York 
University (“NYU”) Board of Trustees (“the Board”).  The IC is a standing committee of the Board, as 
defined in the bylaws.  All standing committees and their chairpersons are appointed by the Board. 
 
The IC is typically comprised of approximately twelve Trustees from the Board and has responsibility for 
the investment of Endowment Fund assets.  The IC meets as often as necessary but is usually scheduled 
for four to five meetings per fiscal year.  The IC has responsibility for overseeing the investment program 
and establishing investment objectives, defining asset classes, setting asset allocation policy, approving 
investment manager selections, and reviewing investment results. 
 
The Investment Office of NYU makes recommendations to the IC regarding asset allocation policy and 
the selection of specific investment managers and vehicles to be added or removed from the 
Endowment’s portfolio.  The IC considers each recommendation and decides upon an appropriate course 
of action, which is then executed by the Investment Office. 
 
Endowment mission, payout and investment policies 
The objective in managing the endowment is to provide support to the University (implemented though 
spending policy) while preserving the purchasing power of the endowment’s assets.  The present 
spending policy is based on 5% of a three-year moving average value of the endowment fund.  The 5% 
payout assumes a nominal return of 8-9% (assuming inflation of 3-4%), a major challenge with low 
interest and dividend rates.  The University seeks to meet this objective by maximizing the long-term 
return on endowment fund assets commensurate with a risk level that encompasses an infinite investment 
time horizon, a total-return approach and a generation-neutral spending policy. 
 
The university’s endowment spending policy is determined by the Finance Committee of the NYU Board 
of Trustees.  The IC provides the Finance Committee with key elements used to derive the Spending 
Policy, such as expectations of risk/return characteristics and real and nominal returns by asset class.  The 
Finance Committee reviews the spending policy as needed. 
The IC operates through a set of Investment Principles and Policies – the most important elements of 
which are the asset allocation policy and the policy requiring the use of outside managers to invest 
University Endowment Fund assets.  The Principles and Policies are reviewed periodically. 
 
 
 



6a.  Please provide the year-by-year net growth of the University’s endowment for the last 
ten years (in both percentage and dollars).  
 
The following chart summarizes the University’s year-by-year endowment growth for the last ten 
years.   
 
Net growth of the endowment (as shown in NACUBO survey) 

 
 

 
6b.  What is the amount of donations the endowment has received year-by-year for the last 

 ten years?   
 
The following chart summarizes the donations to the University’s endowment over the last ten 
years.   
 

 
Fiscal Year Gifts (in thousands) 

1998 $48,700 
1999 $34,700 
2000 $120,863 
2001 $45,947 
2002 $103,800 
2003 $75,292 
2004 $59,771 
2005 $65,856 
2006 $81,236 
2007 $82,412 

 
Source: Endowment Fund Investment Report as of 8/31/2007  
 
 
 
 
 
 
 





7b.  Are there any other long term investments that are not included in the endowment as 
reported to NACUBO?  If so, what are they and what are their values? 
 
The following chart summarizes Other Long Term Investments not included in the endowment at 
August 31, 2007. 

 
Other Long Term Investments (in thousands)
Real Estate 27,900$                    
Gift Annuities 22,900                      
Equity Securities 2,700                        
Artwork 1,700                        
Total Other Long Term Investments 55,200$                    

 
Source: Controller’s Report for the Fiscal Year Ended August 31, 2007 

 
 
8.  What has been the cost of management of the endowment year-by-year for the last ten 
years? 
 

The following chart summarizes the external and internal management costs of the 
endowment for the last 10 years.  
  
 

Fiscal Year
External Management 
Cost (in thousands)

Internal Management 
Cost (in thousands)

1998 2,344$                            465$                               
1999 3,791                              494                                 
2000 3,408                              386                                 
2001 3,366                              707                                 
2002 2,995                              395                                 
2003 3,367                              622                                 
2004 3,132                              599                                 
2005 3,381                              821                                 
2006 3,605                              1,040                              
2007 4,198                              1,470                               

 
Source: NYU Controller’s Office 

 
 
9a.  What was the payout (both in dollars and percentage) from the endowment year-by-
year for the last ten years?   
 
The following chart summarizes the payout (both in dollars and percentage) from the endowment 
year-by-year for the last ten years.   
 

 



 Fiscal Year End 8/31 
 Endowment Payout (in 

thousands)  Actual %  
1998 41,700$                                   4.8%
1999 46,800                                     5.2%
2000 50,225                                     5.1%
2001 55,696                                     5.1%
2002 52,103                                     4.7%
2003 58,000                                     5.1%
2004 61,400                                     4.8%
2005 64,895                                     4.6%
2006 68,075                                     4.3%
2007 77,180                                     4.2%  

 
Source: NYU Endowment Fund Investment Report as of 8/31/2007 
 

9b.  What is the targeted payout (in percentage) from the endowment year-by-year for the 
last ten years?   
 
Over the last ten years, there have been modifications to New York University’s targeted payout 
policy.  The following paragraphs trace the changes on a fiscal year basis. 
 
In 1998, the portion of interest and dividends earned on long-term investments made available 
for operations was determined by applying certain approved rates to individual funds.   
 
In 1999, the University’s Board of Trustees authorized a policy designed to allow growth while 
providing a predictable flow of return to support operations.  The policy permitted the use of 
total return at an approved spending rate equal to 5% of the three-year moving average market 
value of the total investment pool.  
 
In 2001, the University’s Board of Trustees authorized a policy designed to allow growth while 
providing a predictable flow of return to support operations.  The policy permitted the use of 
total return at an approved spending rate of 5% applied to the twelve-quarter moving average fair 
value of the total investment pool.  The modification also capped the annual growth of the dollar 
amount of the payout to a 10% increase over the prior year payout amount.  
 
In 2006, the University’s Board of Trustees authorized a modification of the payout formula to 
use 5% of the average of 12 quarterly unit values (as compared to 12 quarterly total market 
values of the entire pool).  This further improved the predictability of the payout stream to 
support current operations. 
 
9c.  If either the actual and/or targeted payout is below 5%, please explain how this meets 
the needs of the current student body.   
 
The approved payout rate (targeted) is 5% applied to the 12-quarter moving average of the 
market value as of the quarter ending November 30th of the prior fiscal year.  The actual rate is 
calculated by dividing the payout of the current fiscal year (numerator) by the ending market 



value of the prior fiscal year (denominator).  Consequently, as market values increase, the actual 
payout percentage may be immaterially lower than the targeted rate.   
 
The 5% of a 12-quarter moving average rule is consistent with the spending rules applied to most 
university endowments nationwide and this multi-year approach can be validated by looking at 
the history of capital markets.  If universities were to base spending on individual year market 
values, the variability of returns on these assets would be incorporated into the spending stream, 
causing significant uncertainty with the long-term planning process.   
 
While most foundations are subject to a 5% payout rate, we must be careful to recognize that 
university endowments were created for fundamentally different reasons.  In the case of a 
foundation, the public has an interest in ensuring that, in return for the tax advantages granted to 
the donor, the foundation is adequately serving its charitable purposes, and a minimum payout 
rate may be a mechanism to do this.  By contrast, funds donated to endowments are designed to 
support public service benefits over a long period of time.  In the case of a college or university, 
the endowment is designed to support the education of today’s students while ensuring that the 
future students have the same advantages – and buffer future students from unforeseen financial 
downturns or drastic reductions in levels of state and federal support.   
 
 
9d.  What were the top 10 major expenditures from the endowment last year? 
 
The following chart summarizes the University’s top 10 major expenditures from the endowment 
spending allocation for fiscal year 2007.   

 

  Account Description Expenditures (in thousands) 
1 Student Aid - Tuition $30,965
2 Student Aid - Stipends-Doctoral $932
3 Student Aid - Stipends-Graduate $866
4 Salaries-Instruc. $14,430
5 Fringe Benefits-Composite Rate $4,613
6 Salaries - Administrative $1,894
7 Salaries - Research Faculty $1,559
8 Space Rental $1,411
9 Travel & Living - Domestic $681

10 University Events $627
 
Source: NYU Controller’s Office 
 

10a.  How much of the endowment is subject to permanent spending restrictions or 
limitations set by the original donor? 
 
As of August 31, 2007, the University’s permanently restricted endowment totaled $1.409 
billion; another $.446 billion was temporarily restricted to donor-specified purposes and invested 
in the endowment pool (as quasi-endowment).  Only $.285 billion of the investments in the 
endowment pool were free of restrictions.  



* The response (05-15-08) to this question replaces an earlier version which was contained in the original letter sent 
to the Senate Finance Committee in February 2008.  The updated response has been provided to the Senate Finance 
Committee. 
 
10b.  Please provide the top five types of restrictions on the endowment by category.   
 
The top five types of restrictions on the endowment by category as of August 31, 2007 are as 
follows: 
 

Restriction by Category (in thousands)
1 Salaries 734,101$                         
2 Program Support 605,094                           
3 Scholarships & Fellowships 465,965                           
4 Research 73,849                             
5 Libraries 17,502                              

 
Source: NYU Controller’s Office 

 
10c.  What percentage of the endowment is subject to significant limitations placed on it 
due to a decision by the board (or subcommittee of the board) or a college or university 
official – such as set aside for a specific program?   
 
30.1% of the endowment is subjected to some sort of restriction based on Board deliberations. 
 
10d.  Please provide the investment return to the endowment year-by-year for the last ten 
years. 
 
Investment return of the endowment 

Periods ending June Investment Return 
2007 19.3% 
2006 12.4% 
2005 9.0% 
2004 12.5% 
2003 6.2% 
2002 0.9% 
2001 3.7% 
2000 6.0% 
1999 7.2% 
1998 11.6% 

 
Source:  NYU Investment Office 
 
 
 
 
 
 



11.  Please explain the fee arrangement to investment advisors.  How is the fee and 
compensation measured and determined?  What is the process to review reasonableness of 
the fee and compensation and what comparables are used?  Who reviews and approves the 
fee?  Who pays the fee (the endowment, general funds)?  Please explain what relationship, 
if any, exists between endowment size and/or growth and the compensation given to the 
college or university president and the endowment manager.  Please list what endowment-
related bonuses, if any, either the college or university president or the investment manager 
has received year-by-year for the last ten years. 
 
Fee arrangement to investment advisors, including measurement, comparisons, process for 
review, approval and payment 
It is virtually impossible to compute “investment management fees”, broadly defined, for a 
complex, highly diversified endowment fund.  Fees are not comparable across the many 
investment products likely to be included in a large endowment fund.  There is a vast difference 
in the way “investment” fees are calculated, viewed and paid between investment products in the 
public and private investment markets. 
 
Fees that appear to be direct and are billed to the sponsor are viewed as indirect for others 
(automatically deducted from the value of the investment) and are totally hidden for others (e.g., 
bank CD or GIC).  Some fees are paid to third parties (such as lawyers, accountants, brokers, 
etc.).  To make computation and comparison even more difficult, the fees can get charged at 
different stages of the investment process. 
 
Our answer (and the answer of most institutional investors) is to put most of the emphasis and 
effort on evaluating investment products and opportunities on (1) NET returns; (2) risk; and (3) 
correlation to existing and prospective portfolio holdings (i.e., how it fits into the portfolio).  
Fees are taken into account along with liquidity, quality of investment, legal structure of 
investment, etc. in assessing the absolute and relative attractiveness of an investment.  
Sometimes fees (direct and/or hidden) become the deciding factor in rejecting an investment 
opportunity.  Fees not only lower returns, they can also lessen the “alignment of interests” 
between the investor and the manager. 
 
New York University employs outside investment managers to manage all the endowment’s 
investment assets; it does not manage investment portfolios (i.e. portfolios of individual 
securities) internally. 
 
The investment managers operate under formal agreements, such as an investment management 
agreement or a limited partnership agreement. These agreements outline the investment 
manager’s responsibilities, performance expectations, administrative and reporting guidelines 
and fees. 
 
The following is a summary of typical fee arrangements: 
 

• Traditional managers (i.e. not hedge funds) typically earn an asset-based fee.  Asset-
based fees may be tiered and hence the more assets in a single mandate, the less it may 
cost to manage a portfolio.  The amount of the fee varies depending on the complexity 



and type of investment.  For example, passive, index tracking strategies cost less while 
actively managed strategies cost more.  Also, in general, equity portfolios cost more that 
fixed income portfolios, US investments are less than non-US, etc.. 
 

• Hedge Fund (Alternative) managers generally earn an asset base fee plus a performance 
fee (e.g. 2% on assets under management plus 20% of the investment return) 
 

• Private Equity investment managers (e.g. Venture Capital, Buyout and Real Estate) 
generally earn a fee on committed capital (e.g. 2% of committed capital) plus a 
percentage of realized (i.e. sold) investments. 

 
The majority of investment management fees are “indirect fees”.  Those managers do not 
explicitly invoice for investment advisory services.  Examples include mutual funds, certain 
commingled funds, hedge funds, and venture capital funds.  
 
The University takes steps to control expenses including monitoring and ensuring value for fees 
from vendors and developing a budgeting and reporting regime.  The University refers to 
consultant data to review overall costs, as well.  Further, the selection process used to employ an 
investment manager includes a review and assessment of the fees and terms. 
 
Most fees related to investment management are paid by the investment vehicle (e.g. the private 
equity partnership, alternative investment, hedge fund) itself and the investment delivers returns 
that are already net of these investment management fees.  For those fees paid directly by the 
University, the fee is paid from the investment pool and the investment manager’s account.  
 
Compensation Arrangements for President and Endowment Manager 
 
The compensation of the President and Endowment Manager is not specifically tied to NYU’s 
endowment size or growth.  The Endowment Manager’s compensation is based on independent 
salary survey data for similar positions in institutions of similar size. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



Addendum 
 
As previously noted, the narrative paragraph titled “Universities Currently Allocate Significant 
Funding for Student Aid”, the chart answering question 2b, and the answers to question 2c and 
4d were updated and sent to the Senate Finance Committee after internal calculations were 
discovered that undercounted the level of NYU institutional funds spent on student aid and 
inflated the percentage of students who received a university grant.  A revised response to the 
narrative paragraph and revised answers to questions 2b, 2c and 4d were provided to the Senate 
Finance Committee on June 19, 2008. 
 
The following are the original responses sent to the Senate Finance Committee on February 28, 
2008: 
 
Universities Currently Allocate Significant Funding for Student Aid  
There is a common misconception that universities hoard funds; however, most institutions set 
aside significant resources for student aid in an effort to attract and retain qualified low and 
middle income students.  For example, during the previous academic year, NYU spent 
approximately $239 million in institutional funds specifically for student aid (undergraduate and 
graduate) purposes.  For each of the past ten years, the institution has increased the tuition 
assistance provided to undergraduate students (see accompanying chart for question 2b); 
indeed, while undergraduate tuition has increased 56.2 percent over that time, spending on 
institutional scholarships and grants to undergraduates has increased 83.2 percent.  In addition, 
over 76 percent of full-time NYU students receive some form of university grant for the current 
academic year.   
 
2b.  Please provide the amount of tuition  assistance (not including loans or work study) 
that the university has provided to undergraduate students year-by-year for the last ten 
years. 
 
See chart below: 
 

  Funded, Unfunded, and Tuition Remission 

Year Students 

Institutional 
Scholarships & 

Grants 
Mean Aid Plus 

Remission 

Median Aid 
Plus 

Remission 
1998 10,238 80,180,547 7,832 6,000 
1999 10,231 82,543,338 8,068 6,085 
2000 10,877 93,760,262 8,620 6,500 
2001 10,924 97,750,050 8,948 7,500 
2002 11,301 103,308,640 9,142 8,000 
2003 11,564 111,854,467 9,673 8,000 
2004 12,054 126,967,317 10,533 8,000 
2005 11,870 133,759,050 11,269 8,500 
2006 11,538 137,662,351 11,931 9,000 
2007 11,554 146,911,189 12,715 10,000 

 
Source:  NYU Office of Financial Aid 
 



2c.  For the most recent year, please provide the percentage of students receiving 
university grants.  Please provide the average grant amount 
 
With regard to the percentage of students receiving university grants for the current year, the 
answer is 76.86% (if we only include full-time students) or 64.45% (full-time and part-time) 
with the average grant being $12,715. 
 
4d.  What role does your university endowment play in providing financial assistance to 
students? 
 
For the fiscal year 2007, approximately $33 million in endowment spending went directly to 
student tuition and stipends.  Providing financial assistance to students is the single largest 
endowment expenditure (see chart provided to answer question 9).  In fact, the other top ten 
endowment expenditures do not add up to the level provided for student tuition and stipends.  
One of the fundamental reasons we seek to build our endowment is to be able to increase aid to 
low and middle income students.  As our endowment grows over time, so will our aid to needy 
students.  However, we go beyond our endowment to provide additional assistance.  Because we 
are far more tuition dependent compared to our peer institutions and not able to meet full need, 
we make use of operating expenses to provide additional assistance to students.  During the 
previous academic year, we provided approximately $239 million for student aid purposes.  This 
allocation to students has increased in each of the past ten years. 
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