Thursday, October 22, 2020

President Katherine Rowe

Interim Athletic Director Jeremy Martin
Rector John Littel

The College of William and Mary
Williamsburg, Virginia

Dear Katherine, Jeremy, and John:

We are members of BackTrack, Inc. and submitthis letterto identify serious concerns we have
regarding the use and accounting of funds that are part of over50 differentendowments held
by The College of William & Mary Foundation (the “Foundation”).

Background

1.

BackTrack members, other William and Mary alumni, and friends have developed 4
Women’s Endowments and 49 Men’s Endowments for track & field and cross country at
the College of Williamand Mary (the “College”). All endowments developed by donors
in conjunction with the College are held by the Foundation.

The endowments for these programs are restricted to the proscribed purposesin the
endowmentagreements and cannot be used for any other purposes.

As of first quarter of 2020, based on valuations provided by the College to BackTrack,
the market value of the women’sendowments was $293,180 while the market value of
the men’sendowments was $7,127,059.

Given market valuation and bylaws for endowments, the *yearly* draw from the
women’s program was in the range of $11,000, whereas the draw of the men’s program
was in the range of $277,000.

Givingto the women’s endowment has been zero (0) since 2015. Giving to the men’s
endowmentoverthe last 5 years has averaged $174,894 per year for a total of $874,472
over that period.

Investment returns for the endowment, as per the Audited Consolidated Financial
Reports, has grown in the range of 5-6% overthe last 5 years. In addition, the
endowmentfor the men’s program has grown through the gifts and market
appreciation. The women’s endowment has only grown due to market appreciation.

As a consequence of gifts and investment strategies forthe endowment, overthe period
of 2017-2020 the men’s draw on the endowmentshould have increased while the
women’s should have remained relatively flat.

Breakdowns: Traceability of Data and Lack of Notice

1

On or around the Spring of 2017, the Athletic Department changed the accounting for
the women and men’s track and field team creating a single set of accounts for
operatingthe joint programs.
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Rather than having separate and distinct budgets, the AthleticDepartmentjoinedthe
budgets of the men and women’s programs into a single unitleadingto a lack of
traceability of endowment fund distribution to theirlegally prescribed purposes under
each endowment.

More importantly, as revenue of the endowmentsis restricted to eithermen’s or
women’s activities, we are concerned that there has been and continues to be no
certainty that the endowments’ funds are beingused for the required purposes and the
restrictions associated withthe endowments are beingadhered to.

As a consequence, over2017-2020 donors were not informed that the Foundationand,
more importantly, the College and its auditors no longerhad the processes, oversight of
the processes, or traceability of the data to ensure that their gifts would be used for a
proper purpose pursuant to the endowmentagreements.

Neitherthe AthleticDepartment, Tribe Club, nor the Foundation everinformed donors
of these process changes and the lack of traceability.

We only learned of these material developments overthe course of the last 2 weeks.

Tribe Club Oversight

1.

As per the new policy, draws requested to the Tribe Club by the Athletic Department
lost distinction frustrating any ability to trace fundsfrom a particular endowment’s
intended purpose and its end use.

Meaning, if the criteria associated with the endowment does not applyto the current
circumstances of the College, those funds should not be allocated to the Men’s or
Women’s Cross Country or Track and Field teams.

Moreover, the draw on expenses appearto have been performed at the end of the year
post-activity being performed. This provides no certainty that the activity associated
with the expenseis allowed underthe endowment; rather, thisis more of an activity of
tying sources of revenue to expensesinorder to balance the books.

Breakdowns in Reporting to the NCAA & Other Inconsistent Reporting

1

The Athletics Department has submitted information to the NCAA membership Financial
Reporting System (FRS) for men’s and women’s track and field for Athletics restricted
endowmentincome that isinconsistentand misleading with financial information
provided by the College;andit does not reconcile with other reports as provided by
College as itrelates to restricted funds and contributions for the Men and Women XC
and TF.

The table in Appendix A consolidates the FRS data reported by the College for Fiscal
years 2015-2019.

The data clearly shows a dramatic drop in Restricted Endowment Income for the Men
while a dramatic increase for the Women. Given the market value of the Men’s &
Women’s endowments and restrictions on the draw per the guidelinessetbythe
William and Mary Foundation, it is not possible to reconcile the entries for Restricted
EndowmentIncome found in FY 2018-2019.

Further, data from contributions from the Tribe Club isinconsistent with the reports
that have been submitted by the College tothe NCAA for many other sports.
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Attestation of Data, Audits, & Use of Data

1.

Katherine Rowe, members of the athleticdepartment, and the Rector of the College
attested to the accuracy of the reports published both to the Commonwealth of Virginia
as well as to the NCAA in 2018-2019.

As president of the College, itis the responsibility of Katherine Rowe to ensure and
attest that the restricted funds are accurately used, as per the terms of the
endowments, by the AthleticDepartment once they have beendistributed by the
William and Mary Foundation.

Audits of the AthleticDepartment have not provided reasonable assurance that the
schedules are materially correct. Allocation of endowments does not appear on a per
sport basis in the audited schedules since all sports outside of Footballand Men’s and
Women’s Basketball are grouped as “Other Sports” inthe Commonwealth of Virginia
Auditorof PublicAccounts.

Because “Other Sports” constitutes 17 separate teams, the financials for these
endowments are obfuscated and thus the audit of them does not provide reasonable
assurance as to the accuracy of the underlyingreportsand compliance with the terms of
the endowmentagreements.

BackTrack is concerned that variousinternal studiesand external consulting reports
leadingto the recommendation to terminate the 7 sports, including Men’s Track and
Field, was based on incorrect and/or misleading data. We do not accept the argument
that provision of misleading data and reporting would have had no change in outcome
to the termination of the 7 sports.

Breakdowns Outside of Cross Country, Track & Field

1.

Further to this, we learned from the Interim AD and Deputy AD that restricted funds
associated with other Olympicsports have been flowingintothe Women’s Cross
Country and Track & Field Teams, which again leadsto the possibility of a systematic
breakdown of the use of restricted fundsin the Athletics Department.

Giventhe above points, BackTrack has concerns that the College does not have the
appropriate policies, procedures, correct oversight, or the data to ensure that the
Collegeis correctly using restricted endowments, specifically those allocated to the
Track and Field Teams.

Resolution

1

The only manner in which our concerns can be resolvedisthrough an immediate review
by an independentauditing group overseen by an independent faculty committee who
will review procedures, policies, and specificdistributions of restricted endowments
over the lastseveral years, to ensure that they have been consistent with the terms of
the endowment agreements.

The AthleticDepartment must restore credibility. The College mustinstitute appropriate
procedures and controls to ensure accurate data quality, traceability of data, and
modeling for any future business use.

Page 3 of 5



We welcome a conversation with you regarding these serious concerns. BackTrack and its
membersreserve all rightsand nothingin this lettershould be construed to waive any of those

rights.
on behalf of the Executive Committee,

Juan F. Conde
Vice President, BackTrack, Inc.

Glenn W. Crafford
Treasurer, BackTrack, Inc.
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Appendix A

Fiscal Year Ending June 30th

FY 2020E _ FY 2019A FY 2018A FY 2017A FY 2016A FY 2015A
Men's Women's | Men's  Women's Men's  Women's Men's  Women's Men's  Women's Men's  Women's
XC/ XC/ Total " Xc/ Xc/ Total Xc/ Xc/ Total XC/ XC/ Total Xc/ Xc/ Total Xc/ Xc/ Total
Revenues I

Ticket Sales = = = “ = = S $835 $1,127 $1,962 - - - - - - - - -
Student Fees - - -1 - - - - - - 5 5 10 - - - - - -
Direct Institutional Support - - - “ 11,025 13,636 24,661 2,651 16,076 18,727 3,118 18,619 21,737 3,162 15,662 18,824 2,782 16,533 19,315
Indirect Institutional Support - 20,833 20,833 “ 31,461 38,913 70,374 1,258 1,697 2,955 3,639 (2,770) 869 - 2,062 2,062 899 5,246 6,145
Indirect Institutional Support - Athletic Facilitie - - -1 - - - 6,124 8,260 14,384 3,829 3,829 7,658 6,601 6,601 13,202 - - -
Guarantees B B . " . . . 851 1,149 2,000 1000 1,000 2,000 E - . . . .
Restricted Endowment / Investments Income 238,455 96,726 335,181 “ 134,921 166,876 301,797 103,933 140,188 244,121 205,961 27,056 233,017 191,878 25,087 216,965 175,927 23,310 199,237

% Allocation of Total 1% 29% I 45% 55% 43% 57% 88% 12% 88% 12% 88% 12%
Contributions 323904 43250 367,154 " 138297 171,051 309,348 | 157,508 212,452 369,960 92418 72,653 165,071 83763 93275 177,038 - - -

Allocation of Total 88% 12% " 45% 55% 43% 57% 56% 44% 47% 53% 0% 0%
In-Kind - 1,661 1,661 | 5,254 6,498 11,752 252 340 592 1,410 1,410 2,820 3,620 3,620 7,240 = = =
Media Rights - - - " - - - - - - - - - - - - - - -
NCAA Distributions - 43,892 43,892 " 67,098 82,988 150,086 62,810 84,720 147,530 68,586 78,604 147,190 63,472 76,762 140,234 66,534 87,877 154,411
Conference Distributions - - -1 - - - - - - - - - - - - - - -
Program, Novelty, Parking and Concessions - - - “ 80 99 179 - - - 232 232 464 - - - 115 115 230
Royalties, Licensing, Advertisement and Sponsp - 4918 4918 " 8010 9,908 17,918 16417 22,145 38,562 10,683 11,142 21,825 | 111,895 131,961 243856 | 111,623 131,689 243312
Other Operating Revenue - 33,004 33,004 | 21,345 26,401 47,746 19,590 26,424 46,014 43,063 43,063 86,126 7,797 7,884 15,681 39,742 39,910 79,652
Total Revenues $562,359 $244,284 $806,643 m $417,491  $516,370 $933,861 $372,229 $514,578 $886,807 $433,944 $254,843 $688,787 $472,188 $362,914 $835,102 $397,622  $304,680 $702,302
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