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Navigating 
Uncertainty
Fiscal responsibility and institutional 
mission must be integrated to 
sustain relevance, resilience, and 
results
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Financially 
Viable 

Institutions

Student 
Needs

State and 
Local Needs

Financial Viability in Context
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Macro-Level Approach to 
Financial Assessment and 
Risk Monitoring (FARM)
Dannielle Sesay
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Public Institutions

Legislation

P.L. 2021, Chapter 27 authorizes OSHE to adopt rules 
for financial assessment and risk monitoring.

Applicability

Covers all independent and proprietary institutions offering 
academic degrees in New Jersey.

Annual Assessment and Reporting

Institutions submit monitoring reports and OSHE assesses 
financial and non-financial information annually.

Secretary's Actions

Determines whether institution is at risk of 
imminent closure. If yes, institutions must submit 
a contingency plan for closure or a risk mitigation plan.

M A C R O - L E V E L  A P P R O A C H  T O  F A R M

Overview of the Governing Framework

Legislation

P.L. 2023, Chapter 115  authorizes OSHE to appoint a 
State monitor of certain institutions to oversee the 
fiscal management and expenditures. It additionally 
requires higher education chief financial officers to 
complete training.

Applicability

Covers all State colleges or universities and all 
county colleges offering academic degrees in New Jersey.

Annual Assessment and Reporting

Institutions must submit to a comprehensive audit every 
five fiscal years and submit an annual fiscal monitoring 
report.

Secretary's Actions

Determines whether conditions exist within the institution 
that significantly or negatively impact its operations. If yes, 
a state monitor may be appointed.

Independent and Proprietary Institutions Public Institutions

https://pub.njleg.gov/bills/2020/PL21/27_.HTM
https://pub.njleg.state.nj.us/Bills/2022/A5000/4970_R2.PDF


There are eight key steps in the financial assessment and risk monitoring process:

Reporting
Risk 

Assessment
Planning Data

Analysis CommsEngagement Data 
Collection

Reporting
Survey 
Design
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Overview of the Implementation Process
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Risk Model Data

• Internal risk data
• External risk data
• Compliance Risk data

Risk Model 

Combines inputs and 
benchmarks to assess expected 
severity outcomes :

• Acceptable
• Tolerable
• Undesirable
• Intolerable

Risk Output

Evaluates risk metrics and severity 
to place risks into four categories:
• Least Risk
• Minimal Risk
• Moderate Risk
• Greatest Risk

M A C R O - L E V E L  A P P R O A C H  T O  F A R M

FARM Risk Modeling
OSHE uses risk modeling to help our institutions assess and scenario plan their risk elements, determine likely 
financial impacts and develop relevant risk mitigation strategies.
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Financial 
Performance

Evaluates financial stability over the past three 
years using a composite score that reflects 
institutional resilience.

Cash 
Management

Assesses the change in cash and cash 
equivalents, indicating the institution’s liquidity 
and ability to absorb shocks.

Cost Control Measures the change in operating expenses, 

reflecting how well the institution can manage 
costs amid uncertainty.

Financial 
Reserves

Compares financial reserves to total debt, 
assessing institutional capacity to weather 
market disruptions.

Revenue 
Growth

Evaluates the change in operating revenue, 
indicating adaptability to fluctuating market 
and funding conditions.

Enrollment
Tracks student enrollment trends, reflecting 
institutional competitiveness and shifting 
demographics.

Tuition 
Reliance

Measures dependency on tuition revenue, 
highlighting vulnerability to enrollment and 
pricing shifts.

Investment 
Performance

Analyzes liquid investment income changes, 
indicating the institution’s ability to generate 
non-operating revenue amid market volatility.

Debt 
Affordability

Assesses the debt service ratio to operating 
expenses, indicating the institution’s debt 
burden and flexibility.

Debt Covenant
Evaluates adherence to borrowing terms, 
flagging risks to continued access to capital.

Credit Rating
Measures external assessments of 
creditworthiness, offering insight into 
perceived institutional risk.

Audit Findings
Reviews the outcomes of external audits, 
assessing control effectiveness and compliance 
strength.

Today’s higher education leaders face the dual challenge of managing immediate financial pressures 
while preparing for long-term disruptions. This risk model integrates internal operations, external 
trends, and compliance metrics to help institutions anticipate challenges and respond with agility.

Internal Risk External Risk Compliance Risk

Risk Model Data

M A C R O - L E V E L  A P P R O A C H  T O  F A R M
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Our risk model offers a strategic framework for financial planning, investment evaluation, and 
institutional sustainability. 

Reduction/change     <5%
Increase 5-10%
Increase 10-20%
Increase >20%

Increase/change <5%
Reduction 5-10%
Reduction 10-20%
Reduction >20%

No Findings
Findings but no Written Opinion
Findings with Written Opinion
Findings without Provided Written 

Opinion to OSHE

 CFI ≤ 7.0 
CFI 4 – 6.99
CFI 1 – 3.99
CFI <0.99

Internal Risk

Positive/change <5%
Reduction 5-10%
Reduction 10-20%
Reduction >20%

<60%
60-75%
75-90%
90%

Increase/change <5%
Reduction 5-10%
Reduction 10-20%
Reduction >20%

No Debt Covenant
Debt Covenant in Compliance
Noncompliant within the last three 

fiscal years

Noncompliant Debt Covenant

External Risk

< 5%
5-10%
10-15%
15%

No Debt or AAA to BBB 
Not Rated or Withdrawn Rating
BB to CCC
CC or Default (D) or Breach.

≥125%
100-125%
75-100%
<75%

Increase/reduction <5%
Reduction 5-10% 
Reduction 10-20%
Reduction >20%

Compliance Risk

Legend
 Acceptable    Tolerable   Undesirable   Intolerable

Debt 
Affordability

Credit Rating

Financial 
Reserves

Investment
Management

Enrollment

Tuition 
Reliance

Revenue  
Growth

Debt 
Covenants

Financial 
Performance

Cash 
Management

Cost Control

Audit Findings

Risk Model 

M A C R O - L E V E L  A P P R O A C H  T O  F A R M
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OSHE classifies institutions into one of the following four risk 
categories, from least to greatest to illustrate the potential risk of 
financial insolvency.

Least Risk
Some exposure to risk indicators. Institution likely has 
sufficient resilience

Minimal Risk
Increased exposure to risk indicators. Monitoring 
recommended to prevent further deterioration

Moderate Risk
High exposure to risk indicators. Active mitigation 
necessary to avoid critical thresholds

Greatest Risk
Evident exposure to risk indicators. Immediate 
intervention required to protect institutional viability.

M A C R O - L E V E L  A P P R O A C H  T O  F A R M

Risk Output
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OSHE coordinates with institutions with risk modeling to help our institutions with undesirable and 
intolerable risks. To facilitate better alignment, OSHE shares best practices on risks and risk 
interdependencies that threaten institutions financial viability and impacts their growth. 

Due 
Diligence

Ongoing 
Monitoring

Risk 
Planning

Risk Planning - Design and build a Risk Mitigation Plan 
(RMP) that outlines the shorter-term (annual) initiatives to 
protect institutions operations, brand and market reputation.

Due Diligence - Confirm that the institution has established key 
performance indicators,  implemented actionable 
strategies,  and is actively mitigating identified risks.

Ongoing Monitoring - Develop and present an executive level 
summary of the identified issues, strategies employed, and 
progress monitored in the subsequent fiscal year.

FARM Risk Mitigation
M A C R O - L E V E L  A P P R O A C H  T O  F A R M
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Enrollment
and Tuition Dependency

High Sensitivity to Enrollment Declines: 
Institutions with high tuition reliance are 
vulnerable to demographic shifts and pricing 
elasticity.

Grants 
and Contracts (Revenues)

External Funding Declines Constrain 
Operations: Diminishing grant revenues 
limit innovation and mission-aligned 
programming.

Assessment Culture

Data-Informed Institutions Are More 
Resilient:  Internal reviews and 
benchmarking enable proactive planning 
and risk mitigation.

Risk Management 
and Compliance

Compliance Lapses Can Be Costly: 
Governance failures or third-party violations 
jeopardize continuity and reputation.

Operating Costs 

Affordability Pressures Shrink Margins: 
Tight operating margins challenge 
institutional capacity to maintain quality 
and competitiveness.

Financial Flexibility 
and Liquidity

Liquidity Underpins Stability: Metrics like 
days cash on hand reflect institutional 
readiness for fiscal shocks.

Credit Quality 
and Debt Levels

Elevated Debt Weakens Flexibility: High 
debt loads and poor credit ratings increase 
long-term costs and reduce strategic 
agility.

Deferred Maintenance
and Capital Projects

Deferred Maintenance Increases Future 
Risk: Underinvestment leads to rising 
costs, safety concerns, and declining 
student appeal.

What we're watching...

M A C R O - L E V E L  A P P R O A C H  T O  F A R M
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Institution-Level
Financial Viability
and Scenario Planning
Louisa Hunkerstorm
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Planning for 
Uncertainty

What would an institution’s financial 
health look like if…

 Enrollment dropped 15%?

 State appropriations shrunk?

 Salaries and benefits increased but revenue did 
not?

Revenue declined but staffing stayed the same?

 Some combination of these scenarios?



Operating 
Margin 
Ratio

Revenue

Tuition, 
Appropriations, 

Auxiliaries, Other 
Sources

Expenses

Employees, 
Services,

O&M, Contracts, 
Other Expenses

Primary 
Reserve 

Ratio

Expenses

 (similar to 
operating 
margin)

Remaining 
Expendable 
Resources

(impacted by 
operating 

surplus/deficit) 

Viability 
Ratio

Debt

Change in bond 
financing and 

associated debt 
service.

Remaining 
Expendable 
Resources

(same as 
primary 

reserve ratio)
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Financial Health Modeling (“Stress Test”)



STATE ED 
ATTAINMENT 

GOALS

• Underlying Population Trends

• High School Graduation Rates of Relevant 

Area(s)

• Direct-From-High School College Going Rate

• Number of Out-of-State Students

• Adult First-Time Participation Rate

• Number of New Transfer Students

• Average Student Credit Load

• Number of Students Living on Campus

• Retention Rate

• Adding/Removing Programs and Services

• Graduate Students

ENROLLMENT

• Tuition & Fee Rates

• Room & Board Rates

• State Appropriations

• Grants & Contracts

• Other Operating and 

Non-Operating Revenue

REVENUE

• Number of Employees

• Salary and Benefit Rates

• Other Operating and 

Non-Operating Expenses

EXPENSES

PRIMARY RESERVE RATIO
= 

EXPENDABLE ASSETS/EXPENSES

VIABILITY RATIO 
= 

EXPENDABLE ASSETS/
OUTSTANDING DEBT

• Existing Reserves

• Operating Surplus or Deficit

• Capital-Related Funds

EXPENDABLE ASSETS

• Capital Projects

OUTSTANDING DEBT

OPERATING RATIO
= 

SURPLUS OR DEFICIT/
REVENUES

“Stress Test” Concept to Variables and Math
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What It Looks Like

18 What It Looks Like



#SHEEO2025   @SHEEOed

2025 Policy Conference

Pheasant State University Baseline Scenario

19
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Micro-Level Approach to 
Integrating Financial Viability 
into Program Productivity 
Analysis
Pamela Carriveau
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Program 
Productivity 
Review: 
Complicating 
Factors

 Institutional Mission

 General Education

 Interdisciplinary Programs
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Review: 
Complicating 
Factors

 Institutional Mission

 General Education
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Goal of Project

 Mission Driven
o Specialized Institution (note: does DSU need Business?)

o AIS degrees

o Joint programs – collaboration on Physics, Spanish, AIS

 Financial Viability

 Workforce Development
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Merging BOR 
Policy with 
NCHEMS 
Methodology

 Contribution Margins
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Helpful Links

 NJ OSHE - https://www.nj.gov/highereducation/ 

 South Dakota Board of Regents:
 SDBOR Academic Program Evaluation and Review Policy
 SDBOR Academic Affairs Program Evaluation and Review Guidelines

 NCHEMS Blogs on:
 Institutional Financial Stress Testing

 Program Financial Impacts, Part I and Part II

https://www.nj.gov/highereducation/
https://public.powerdms.com/SDRegents/tree/documents/1761654
https://public.powerdms.com/SDRegents/tree/documents/1677087
https://nchems.org/part-iii-modeling-institutional-finances-in-uncertain-conditions/
https://nchems.org/part-i-how-academic-programs-fit-into-the-financial-puzzle/
https://nchems.org/part-ii-measuring-the-financial-impact-of-academic-programs/


Contact Information

Dannielle Sesay
Director of Compliance
New Jersey Office of the Secretary of Higher 
Education
dannielle.sesay@oshe.nj.gov

Pamela Carriveau
System Associate Vice President for Academic 
Programming
South Dakota Board of Regents
Pamela.Carriveau@sdbor.edu

Louisa Hunkerstorm
Senior Associate
National Center for Higher Education 
Management Systems (NCHEMS)
louisa.hunkerstorm@nchems.org
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