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June 17,2013 

David Carlisle 
President and Acting Provost 
Charles Drew University 
1731 East 120th Street 
Los Angeles, CA 90059 

Dear President Carlisle: 

At its meeting via teleconference on May 23 , 2013, a panel of the Interim Report 
Committee considered the Interim Report submitted by Charles Drew University 
(CDU) on March 1,2013, along with the supporting documents which 
accompanied it. The members appreciated the opportunity to discuss the Interim 
Report with you and your colleagues: Anne Embree, Chief Budget and Planning 
Officer; John Geraghty, Controller; Vidya Kaushik, Professor Emeritus and 
Faculty Representative to the Board of Trustees; James Main, Senior VP for 
Administration and Finance; and William Shay, Assistant Provost and ALO. The 
discussion was informative and helped the panelists to understand more clearly 
CDU's responses to Item 3 of the Commission's Action Letter dated July 5, 2011. 

The panel wishes to commend the institution for its substantial progress as 
reflected in a well-written and detailed report that carefully addressed each of the 
Commission's concerns. In particular, reducing the time to produce the audit and 
the number of findings within the audit is a major achievement, as is the 
improvement in annual financial performance. The institution, in the hiring of 
experienced and committed financial professionals, has positioned the University 
to continue to deal forthrightly with the remaining fiscal challenges it faces. The 
increased ability to monitor CUlTent revenues and expenditures now provides the 
base for the generation of periodic reports to decision makers across the 
institutions. The panel commends as well the establishment and successful launch 
of the College of Nursing, pat1icularly with respect to its significant enrollments. 

The focus of Item 3 was principally on financial sustainability, and nine separate 
items were designated for discussion in the interim report. The panel members' 
observations on those items are contained below. 

Changes in Financial Administration Personnel 
The institution has opted for the creation of a Senior Vice President position, 
filled it with an experienced individual, and designated two other positions for 
daily monitoring of financial activity: a budget and planning officer and a 
controller. The Senior VP is the designated CFO, integrating plans with 
performance. While not a specific part of the Interim Rep0l1, it is noted that the 
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University is moving rapidly to appoint an Interim Provost with W ASC experience, which will 
further solidify the overall administration, especially as it integrates its budget planning with 
actual financial performance. 

Review of Audited Statements 2011 and 2012 
The panel noted the appropriate submission of the required audits, the improvement in financial 
performance as reflected in those audits, the decrease in the number of items for improvement 
cited in the audits, the decrease in the amount of time required for the preparation of the audits, 
and finally, the decrease in the annual cost for the audits ' preparation. Operating results have 
been positive in the past two audit cycles and are expected to remain so in the current fiscal year. 
The smaller surplus in 2012 was due in part to a one time grant/gift in 2011 and swap 
adjustments in both years that represent fairly large swings. Each of these contributes to an 
improved trend in the overall financial performance of the University. 

Detailed Operating Budgets for FYs 2012 and 2013 
For both fiscal years 2012 and 2013, the institution provided detailed unrestricted operating 
budgets and reports on performance. The reports reflected the positive financial trends that the 
aforementioned audits have documented. They also indicated an emerging framework for 
periodic and detailed management of finances in a complex envirolID1ent where there is 
considerable interplay between "soft" research dollars, delayed confirmation of state support, and 
increasing tuition revenue. The reports highlighted two major expenditure issues : the costs of the 
swap agreement for long-term debt and for legal expenses. The panel noted that future reports 
should include information on restricted and grant funded activity, since these activities represent 
a substantial portion of the University' s operations. 

Budget and Planning Process 
The panel reviewed the description of revised budget and planning procedures, and noted that 
their recent implementation, coupled with the addition of new and experienced personnel, 
provided early indications of sound administration. However, the members also noted that there 
had not been enough time for these processes to take root in general University operations to be 
able to evaluate their general success. 

Summary of Financial Results vis-a-vis Financial Sustainability Plan 
As discussed in the teleconference call, the Financial Sustainability Plan is cUlTently under 
revision. The panel appreciated CDU's responsiveness to this Commission concern but noted 
that a later review of the plan vis-a-vis actual performance will be more illuminating, especially 
in light of the ongoing development of a strategic plan for the University. 

Financial Support from UCLA 
The institution effectively explained the nature of state funds which flow through UCLA to 
CDU. The members noted the dilemma posed by receiving confirmation of the support well into 
the fiscal year, but also determined that the support appears to be consistent and does not expose 
the institution to greater fiscal uncertainty than that faced by state supported colleges and 
universities. 
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Cash Management 
The material provided in the Interim Report confirmed an improved cash position for the 
University. It was explained that this particular activity was one of many currently being 
upgraded and integrated into an institution-wide financial reporting process. The panel 
encourages the institution to provide regular reports on the amount of funds needed to operate 
without stress on avai lable cash. 

Fundraising 
The description of the steps taken to improve and solidify fundraising efforts were noted by the 
panel members. However, it was also noted that these efforts are in an emerging stage, and that 
they need to be tied specifically to the revised Financial Sustainability Plan. 

After deliberation, the panel concluded that the CDU Interim Report was comprehensive and 
carefully responsive to the concerns voiced by the Commission. The reviewers affirmed their 
commendation for a singularly direct and accurate portrayal of the financial condition of the 
institution. The panel acted to: 

l. Accept the institution' s Interim RepOlt. 
2. In recognition of the substantial progress achieved by the institution, and with the intent 

of helping the institution focus on continuing its efforts and not be diverted to 
extraordinary reporting activities, recommend that CDU consider delaying the scheduled 
spring 2014 Special Visit. The panel suggests that the Special Visit be moved from spring 
2014 to spring 2015. In place of the spring 2014 Special Visit, the institution will be 
asked to provide a Progress Report to its W ASC staff liaison containing the following 
material: 

a) A report on the progress to "get out from under" the current swap agreement on 
long term debt, with discussion of what the annual costs may be and the source of 
funding for those costs. The panel notes that CDU has taken significant steps to 
achieve this result. 

b) An update on changes in key financial personnel and financial administrative 
structure, if any. 

c) A report on the updated Financial Sustainability Plan, including all sources of 
funds and types of expenditures, and its integration with other budgeting and 
planning activities within the institution, especially in relation to an overall 
strategic plan for the University. 

d) A more detailed breakdown of the inter-relationship between external funding 
(e.g., Temporarily Restricted Funds, funds for student aid) and general University 
Unrestricted funds and operations, including how indirect cost recovery funds 
SUppOlt the unrestricted budget. Among the items to address in this presentation 
are: 

1. The relationship between grants and student aid 
11. Indirect costs and current operations 

111. Flows of UCLA provided support 
IV. Gross tuition and fees vs . net tuition and fees in the last three years and as 

forecast for the next two to three years 
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The above are provided as samples of items which should be included and are not 
intended to be exhaustive. The panel suggests that CDU work closely with its 
W ASC liaison to provide a reporting format that conforms to generally accepted 
presentations for higher education. 

e) A discussion of the most recent costs for legal expenses and an explanation of the 
plan to reduce these costs over time, with emphasis on the particular nature of 
these costs in the context of CDU and its history. 

f) Samples of the financial reports provided to key decision makers: what is the 
procedure, to whom do the reports go, and with what frequency? 

g) A review of the success of the fundraising program in the context of emerging 
strategic and financial planning. 

h) A report on the hiring of an Interim Provost and the progress towards hiring a 
permanent Provost. 

Please note that a Progress Report takes the form of a letter to W ASC, as opposed to a pre
determined form such as an Interim Report in LiveText. If the institution wishes to avail itself of 
the opportunity to delay its Special Visit and add the Progress Report, it should so indicate with a 
formal letter to its W ASC staff liaison. The issues to address in the Special Visit will remain 
unchanged from the Commission's July 5, 2011 letter, with the exception that item (1) financial 
sustainability, planning, and management will build on the Progress Report rather than referring 
to the accepted Interim Report which is the subject of this letter. 

With respect to the next W ASC reaffirmation of accreditation review, please be advised that the 
Commission acted at its February 20-22,2013 meeting to approve the 2013 Handbook oj 
Accreditation and the new Institutional Review Process as outlined in that Handbook. 
Accordingly, the Offsite Review (OSR) for Charles Drew University will be scheduled for spring 
2017 and the Accreditation Visit (A V) tentatively scheduled for spring 2018 (the institution may 
elect to have the A V six months earlier, in fall 2017). An Institutional Proposal is no longer 
required. I will be happy to provide any clarifications you need with respect to the new process. 

I look forward to working with you and your colleagues as you continue your substantial work at 
Charles Drew University. 

Clu'istopher Oberg 
Vice President 

cc: William Shay, Assistant Provost and ALO 
Members of the Interim Report Committee 


