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At the requesi of the Board of Trustees, Towers Perrin was retained to conduct acustonr survey of compensation and benefits for a group of peer institutions
identífied by American Un jversity.

The results of the survey covering the total compensation for the president andcabinet positions were documented in a final report that was reviewed wíih theCompensation Commíttee,

This d<¡cument provides Towers Perrin's thoughts on the implications of the surveyresults on the compensation program for the Èresident.
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eompr:nsation prograrns should be aligned with market practices in terrns of both
the lev'el or "how much" and structure or,,how,"
Past performance warrants a cornpensation opportunity at the upper quartite of
com pertitíve p ractice.

The total compensation opportunity should provide a strong incentive to retain the
incurnl¡ent for an additional f ive years,

The President's total compensation must be structured to insure that it would be
deernerd reasonable within the context of the lntermediate Sanctions,
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Obseryations - Cash GompensaÉion

¡ The President's current cash compensation program consÍsts of the following
components:
r Saliary $461 ,ooo
r Anrrual Incentíve $200,000
t Deferred lncent ive $110,750
r Total 9771,750
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The 7l5th percentile of the survey data shows the following compensation levels:
r salary $4s0,s71
r Tot¿rl $s1s,ooo
Althoug_h well conceived and executed, AU's bonus plan is an outlier in the
eornpertítive market; the payments to the Presidents of the two instjtutions in the
survey that reported an incentive were modest,
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1þsides Ame¡þen university, none of the institutions in the

r The President's current cash compensation
philosophy of providíng compensation at the

an ernnuat and deferTed incen

competit ive data,

Olours¡! tur'ln

is nearly 50 percent above the
Ð É a J ^/  c" '  percenUle,
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Obserlations - Spllt  Dollar Gontract
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Prior to implementation of the annual and deferred incentive plans, the Universitypurchased a Split Dollar insurance contract for the PresÌdent. At the tirne ofpurchase the cash value at the end of the contract was estirnated to be
appro:<imately $2.9 millíon in ten years,

Due tc¡ the negative dlfferentíal between the actual and projected rate of return, a
recent forecast estimated fhe cash value to be approximatéty $650,000,
It would not be typical prac'tice for the employer to 'true up" the value of a Splif
,Dof lar contract, un[ess ít were the sole source of retiremeni income and therefore
not doing so would signifìcantly erode the post ernployment benefit comrnitrnent.

t ln stru'cturing a revised ernployment agreernent for the President, Towers perrin
recorn nends that no action be taken on the in-place Split Dollar contracl. Other
forms of cash compensation and benefits shouid Ue utjlized to deliver a fully
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In terrns of salary and total cash cornpensation, the Commjttee will need to
deterrnine a level that balances the President's current opportunity with the custorn
suruey resufts and data in Towers Perrin's broader higher education database,
Atthourgh the survey did not yiefd any data on special, one-time awards e,g.,
retention prograrns, the precedent and altemative opportunities available to the
incumbent warrant consideration of refreshÌng the initial award that is now fufly
vestecl,

I Some University Presidents obtain additional income frorn serving on outside
board(s).
¡ Meclian totaf compensation (cash and equity) for a corporate board is

approximately $75,000 - $100,000,
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¡ The Cr¡mrnittee has expressed a desíre to have the President focus on the

formal'zed as a policy, the Committee should consider replacing the forgone
income.
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13T" ot Salary)

Defened Compensation (25% of
Salary)

Split-Dollar
Total

65,000

125,000

rug,oaq
799,000
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