Conversations with chief financial and business officers
across the country highlight a complex set of financial
dynamics facing their nonprofit organizations. The Great
Recession has had a lasting impact on funding levels

for public colleges and universities. Higher education
institutions, both public and private, are also facing pricing
pressures to balance affordability and revenue shortfalls.

As a result, many institutions are looking for their endowments and
fundraising efforts to support revenue shortfalls. However, managing
and governing an endowment is a complex process and raising
endowment spending rates could have the unintended consequence
of reducing future payouts. And fundraising continues to become
increasingly challenging with changing donor priorities and preferences
and with peer institutions boosting their efforts.

These issues underscore the importance of aligning business models
with long-term strategic plans. With this in mind, here are three areas
that can help improve institutional long-term finances.
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Long-term
sustainability?

Declining enrollment

¢ 1.3 million fewer

higher education
I students enrolled in
90 2017 than in 2010.*

Steep tuition discounts

Average private

college tuition
discount rate
at 44%.2

Reduced public funding

\1/ 17% drop in
national average
state appropriation
per public higher
education student
between
1991-2016.3

BUILT TO PERFORM.
CREATED TO SERVE.



Sustainability is the goal

Leveraging new and innovative strategies can help enhance an institution’s financial
condition. A willingness to explore new ideas, adopt best practices and seek professional
help when needed is key to success.

Enhancing endowment management
and governance

Endowments are critical in supporting institutional missions. They

help fund financial aid, teaching grants, research, capital projects

and operational expenses. With a challenging fiscal environment,
endowments are being asked to do more, ultimately placing greater
pressure on its intergenerational sustainability. But, with an integrated
approach to managing endowments, institutions can effectively navigate
these challenges to sustain focus on advancing their strategic vision.
Paying special attention to certain aspects of endowment management
can make a big difference.

Why? Endowment
management
expertise is critical

Spending levels may
threaten sustainability

Spending
94 Endowment
returns

Long-term 10-year
average endowment
returns are below 5%,
yet 65% of institutions
raised their endowment
spending in dollar terms.
The median increase
was 6.5% which is well
above inflation.*

Can endowments
thrive with
market forecasts?

10-year forecasted market
and inflation returns®

Equities W 5%-7%
Bonds 1%-3%
Inflation | I 2%-3%

But, endowment managers
say they need a 7.4% long-
term return to maintain
purchasing power.®



Enhancing endowment management
and governance (cont.)

Gaps in internal
investment expertise
could result in
underperformance
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Active and private equity
asset classes can
deliver alpha, but alpha
generators are typically
concentrated within
top-quartile performers.




Rethinking fundraising strategies

Nonprofit institutions count on the generosity of donors to supplement
their revenue streams. The good news is that charitable giving remains
strong. The bad news is that it's becoming increasingly challenging to
win those dollars. It’s important to adapt to the current environment and
engage prospective donors by clearly communicating what differentiates
your institution.

Forward-thinking fundraising approaches are necessary to sustain
fundraising effectiveness and help achieve ever-increasing revenue
goals. Below are a few approaches that can help field an innovative,
modern and proactive fundraising operation.

Why? New
fundraising
approaches are
needed

The impact of the Tax
Reform and Jobs Act of
2017 isn’t yet clear

$12-$208B

estimated decline in
charitable giving due to
fewer tax filers itemizing
deductions.®

Charitable giving is
healthy, but it’s not
equally distributed

28% ($12.2B)

share of total giving
to higher ed received by
Top 20 schools.®

While mega (>$10M) gifts
moved the needle, few
institutions benefited (204
in 2017).%°



Rethinking fundraising strategies (cont.)

Changing
demographics
might mean missed
opportunities

$59 trillion

U.S. wealth transfer
projected between 2007
and 2066.** With women
typically outliving men,
women stand to inherit
a significant portion of
these assets.



Accessing new funds and growth opportunities

A recent survey found that 79 percent of college leaders see developing
new resources as critical to their institutions.*? Thinking about how to
take advantage of strengths, resources and assets may uncover new
income sources. Openness to new approaches is essential.

Why? Inability to
access new funds
or revenues affects
sustainability

Affordability
concerns are real

>80% of higher ed

presidents are
concerned about:*®

= Having enough
institutional financial
aid to enroll as many
low-income students as
they would like

= Enrolling their college’s
target number of
undergraduates

Mergers are a
consideration

O 00000 00O
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1 in 8 CBOs had serious

internal discussions about
merging.*®

Mergers doubled between
2010-2017 compared to
2000-2010 (24 vs 12).2°

Some institutions
may even close
Since 2009, nearly

100 private nonprofit
schools have closed.?*



Strength for the future

Learn more Organizations exist to fulfill the ever important mission. Putting changes
and enhancements into action now is imperative for institutions to
successfully navigate the increasing challenges they face. By taking
action, organizations can position themselves to deliver on their
missions now and in the future.

Click here for more information
about how you can improve your
institution’s long-term finances.
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