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Board of Regents

FINANCE AND BUDGET COMMITTEE MEETING AGENDA

February 8, 2019
Jody Richards Hall
Cornelius A. Martin Regents Room

Mr. Gillard B. Johnson III, Chair Mr. Jason L. McKinney
Mr. Frederick A. Higdon Mr. J. David Porter

Action Items:

FB-1 Acceptance of the Auditor’s Reports and Financial Statements for WKYU-TV and
WKYU-FM Radio for the year ended June 30, 2018 [p 1 and attached reports]

FB-2 Approval of the 2019-20 Tuition and Mandatory Student Fees [pp 2-3]
FB-3 Approval of Personnel Actions [p 4 and attached reports]

o Faculty [pp F1-F ]
e Staff [pp S1-S ]
FB-4 Approval of the 2018-19 Operating Budget Revisions [pp 5-8]

FB-5 Acceptance for filing the Second Quarter Statement of Revenue & Expenditures
[pp 9-10]

Information Item:

e Quarterly Internal Audit Report (Ms. Jennifer Miller) [p 11]



WKU Board of Regents ACTION ITEM FB-1

AUDITOR’S REPORTS AND FINANCIAL STATEMENTS FOR
WKYU-TV AND WKYU-FM RADIO

REQUEST:

Acceptance of the separate Auditor’s Reports and Financial Statements, WKYU-TV and
WKYU-FM Radio for the year ended June 30, 2018.

FACTS:

Western Kentucky University contracts with an external auditing firm to perform audits of the
financial statements of WKYU-TV and WKYU-FM Radio. The audit of WKYU-TV for the
fiscal year ended June 30, 2018 was completed by Crowe LLP and the auditor’s report is dated
January 25, 2018. The audit of WKYU-FM for the fiscal year ended June 30, 2018 was
completed by Crowe LLP and the auditor’s report is dated January 25, 2018. These separate
audits are required under the contractual funding arrangements of Western Kentucky University
with the Corporation for Public Broadcasting.

The financial statements present fairly, in all material respects, the financial position as of June
30, 2018, and the changes in financial position and cash flows thereof for the year then ended, in
accordance with generally accepted accounting principles. Each of the financial statements
received an unqualified opinion.

BUDGETARY IMPLICATIONS:

N/A

RECOMMENDATION:

President Timothy C. Caboni recommends that the Board of Regents accept the separate
Auditor’s Reports and Financial Statements for WKYU-TV and for WKYU-FM Radio for the
year ended June 30, 2018.

MOTION:

Accept the separate Auditor’s Reports and Financial Statements for WKYU-TV and for WKYU-
FM Radio for the year ended June 30, 2018.

Finance and Budget | Auditors Reports & Statements — WKYU-TV & WKYU-FM Radio




WKU Board of Regents ACTION ITEM FB-2

2019-20 TUITION AND MANDATORY STUDENT FEES SCHEDULE

REQUEST:
Approval of the 2019-20 Tuition and Mandatory Student Fees Schedule.

FACTS:

At its April 27, 2018 meeting, the Council on Postsecondary Education (CPE) adopted a two-
year resident undergraduate tuition and fee rate increase ceiling of no more than six percent over
two years and no more than four percent in any one year for the universities. Institutions are
given more latitude to set online, graduate and nonresident rates. With approval of the 2018-19
Operating Budget, the WKU Board of Regents approved a tuition rate increase of four percent
leaving an increase of two percent for resident undergraduates for 2019-20.

The 2019-20 Tuition and Mandatory Student Fees Schedule includes the following:

e Resident undergraduate rate is increased two percent.

e Nonresident and international undergraduate rates remain at the 2018-19 rates as WKU
works to become more competitive in these markets. A priority for FY 2020 is to
evaluate pricing (sticker price and discounting) to position WKU well in the market.

e Incentive rate is increased one percent as WKU implements a multi-year pricing strategy
of Incentive being one-half on the nonresident rate. The proposed rate is 52 percent of
the nonresident rate.

e A majority of the graduate and professional programs tuition rates remain at the 2018-19
rates, as recommended by Provost Terry Ballman. These recommendations are based on
remaining price competitive in the respective programs.

e Dual credit rate is set based on KCTCS and the state’s requirement for access to
scholarship funds.

e A change in graduate On Demand is to align with the commensurate Distance Learning
rate.

BUDGETARY IMPLICATIONS:

The resident undergraduate student tuition rate is the most significant contributor to total tuition
revenue. Thus, a mandated cap of two percent by the CPE will restrict revenue growth but will
reduce concerns about affordability. Market adjustments in other rates are intended to contribute
to enrollment growth.

RECOMMENDATION:
President Timothy C. Caboni recommends that the Board of Regents approve the 2019-20
Tuition and Mandatory Student Fees Schedule.

MOTION:
Approve the 2019-20 Tuition and Mandatory Student Fees Schedule.

Finance and Budget | 2019-20 Tuition and Mandatory Student Fees Schedule



TUITION AND MANDATORY STUDENT FEES SCHEDULE PER SEMESTER

Summer 2020/

Student Level/Enroliment FY 2019 FY 2020 Rate per Credit Hour
Undergraduate

Resident $5,301 $5,400 $450

Military Resident 5,301 5,400 450

Nonresident 13,248 13,248 1,104

International 13,672 13,572 1,131

Incentive 6,876 6,948 579
Graduate (Per Credit Hour)

Resident 607 607 607

Military Resident 607 607 607

Kentucky P-12 Educator* 415 415

Nonresident, International 962 953

Nonresident, Domestic 899

Doctorate, Ed. Leadership (Per Credit Hour)

Resident 589
Military Resident 589
Nonresident, International 962
Nonresident, Domestic 873

Doctorate, Nurse Practitioner (Per Credit Ha

Resident
Nonresident

Doctorate, Physical Therapy (Per Credit Hour)

Resident 643
Nonresident 909
Professional MBA*
540 540
707 707
250 250
58
Undergraduate 442 450 450
Graduate 607 707 707

Mandatory Student Fees Per Semester

Student Athletics Fee $218
Student Centers Fee $62
Student Centers Fee, DSU Renovation Bonds $70
Parking Structure Fee, Creason Bonds $30

*Mandatory student fees are not assessed to these students.

Note: Full-time undergraduate students pay $150 per credit hour for online courses in addition to full-time
rate.




WKU Board of Regents ACTION ITEM FB-3

PERSONNEL ACTIONS

REQUEST:

Approval of faculty and staff personnel actions which have been approved through administrative
channels and executed through the human resources information system during the period 09/26/2018 —
01/08/2019, one-time compensation payments executed through the payroll system cover the period
10/01/2018 — 12/31/2018.

FACTS:

This request includes a variety of customary actions pertaining to people and positions, except for those
actions specifically delegated to the President. Each action is identified by “type” and “funding source”.
Stipend payments are included under a separate tab of the personnel actions report. One-time
compensation payments associated with extra duties/special assignments are included as a separate report.

Included in this report are employee salary adjustments effective January 1, 2019, associated with the
4.0% budget pool contained within the 2018/19 Operating Budget for improvements to faculty and staff
salaries through cost-of-living and performance-based rewards. Department heads/supervisors were
required to provide justifying documentation for any salary increase equal to or greater than 6.0% and
submit documentation to Provost’s Office (faculty) and to Human Resources (staff).

BUDGETARY IMPLICATIONS:

Funding is provided as indicated for each transaction.

RECOMMENDATION:

President Timothy C. Caboni recommends approval of all faculty and staff personnel actions.

MOTION:

Approve faculty and staff personnel actions.

Finance and Budget | Personnel Actions
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WKU Board of Regents ACTION ITEM FB-4

2018-19 OPERATING BUDGET REVISIONS

REQUEST:

Approve the revisions to the 2018-19 Operating Budget.

FACTS:

The proposed revisions to the Western Kentucky University 2018-19 Operating Budget total
$22,281,172.42. Included in the budget revisions are $22,126,672.42 in net position from FY2018
(carry forward funds), $143,000 in Net Position reserves, $677,000 in additional revenue projected
to be generated in excess of the FY2019 approved budget, and a Performance Fund (state funding)
loss of $665,500.

Net Position funds are generated by exceeding budgeted income estimates and/or under spending
expenditure budgets primarily for funding commitments including balancing the budget in the next
fiscal year. The FY2018 carry forward and application of the Carry Forward Policy is summarized
as follows:

Total Carry Forward Generated FY 2018 $27,162,454.42
Allocations Based on Carry Forward Policy:
Increases to existing operating reserves 1,370,782.00
Carry Forward Budgeted, FY 2019 Budget 3,665,000.00
Infrastructure Repair Fund 400,000
IT Upgrade Fund 250,000
Balance Budget 3,015,000
Requested Expenditure Allocations:
Carry Forward to be Returned to Divisions 1,359,137.16
Programs Exempt from Carry Forward Policy
And Balances Returned to Divisions 13,427,334.53
Carry Forward to Offset Vacant Positions Budget 5,230,300.00
Carry Forward to Offset Projected Tuition Shortfall 2,109,900.73
Subtotal 22,126,672.42

Divisions plan to use carry forward funds as listed below.

Academic Affairs: $13,772,416

Academic Affairs will use $982,000 of carry forward funds to support temporary full-time faculty
and staff expenses. The remaining $12,790,416 of Academic Affairs carry forward was exempt
from central assessment per the current carry forward policy. Exempt carry forward generated by
terminal degree programs, Provost Emeritus, graduate student research, University Distinguished
Professors, study abroad, Faculty Undergraduate Student Engagement, Research and Creative
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WKU Board of Regents ACTION ITEM FB-4

Activities Program, the Gatton Academy of Math and Science in Kentucky, and the Kentucky
Mesonet will be returned to the respective programs. Other exempt carry forward will be allocated
at the deans’ discretion to support temporary full-time staff, part-time faculty, instructional
overloads, graduate assistantships, faculty searches, equipment, recruitment, software, cost-share,
student workers, repairs, subscriptions, professional development and instructional consumables,
technology and supplies.

Athletics: $97,633
Athletics will return carry forward to continue program operations in the units generating
balances.

Enrollment and Student Experience: $400,545

Enrollment and Student Experience will return TRIO, revenue dependent, and workshop carry
forward to the respective units. Remaining carry forward will be used for the Warren County
recruiting initiative, replacing computers, Student Financial Assistance verification, divisional
retention initiatives and funding a call center position.

Facilities: $4,440
The Chief Facilities Officer will use carry forward to assist Planning, Design and Construction meet
unfunded budget obligations.

Finance and Administration: $17,113
Finance and Administration will use carry forward to fund vacation payouts associated with
retirements and to replace selected aged computers.

Philanthropy & Alumni Engagement: $36,720

Philanthropy and Alumni Engagement will use carry forward to purchase software to identify
annual giving prospects. In addition, carry forward will be used for data acquisition and prospect
data tools.

President: $189,488
The President’s carry forward will cover recruitment travel expenses, office equipment needs and
one-time expenses of the Confucius Institute.

Public Affairs: $31,602
Public Affairs carry forward will support marketing efforts designed to grow the number of
applicants to WKU and increase the yield of those students.

Central: $7,576,716

Central carry forward will be used to cover the structural imbalance in the Western Kentucky
University 2018-19 Operating Budget and to offset the projected tuition shortfall. Approximately
$200,000 will be allocated for anticipated deficit in the General Institutional Expenses budget.

Requested budget revisions related to draw down of Net Position reserves totaling $143,000
include the following:

e $100,000 from Educational TV Reserve will be used for Diddle Arena sound
system/technology; and
e $43,000 from Postal Services Reserve will be used to replace mailing machines.

FINANCE AND BUDGET / 2018-19 OPERATING BUDGET REVISIONS n
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Additional requested revisions to the Western Kentucky University 2018-19 Operating Budget
totaling $677,000 include the following:

e $25,000 in revenue from the sale of surplus assets will be reinvested in the recycling
program;

e $115,000 in Information Technology revenue from cabling services, video surveillance and
AV services will be used to cover project expenses and upgrading equipment;

e $15,000 in revenue from the Summer Dance Initiative will be used for program expenses;

e $80,000 in revenue from Kentucky Mesonet sponsorships will be used to purchase supplies,
building materials and equipment to set up Mesonet sites in surrounding counties;

e $27,000 in revenue from the Florist Shop will be used for wages, supplies and travel;

e $75,000 in revenue from Civil Engineering services will be used for lab supplies and
equipment to support soil and concrete lab testing;

e $25,000 in revenue from the Mahurin Honors College fee will be used for summer study
abroad grants;

e $30,000 in revenue from the Kelly Autism Program Prime Time program will be used for
wages to support the school age program;

e $36,000 in revenue from the School of Nursing will be used to purchase new equipment for
the simulation labs and expand surveillance area at the MCHC and South Campus;

e $13,000 in revenue from the Engineering Seminar fee will be used to purchase consumable
goods and supplies for students’ use in engineering design project;

e $56,000 in revenue from the Workforce Administration program will be used to cover e-
text expenditures; and

e $180,000 in miscellaneous revenue will be returned to the respective departments across
the University.

After the Western Kentucky University 2018-19 Operating Budget was approved, the final
performance fund allocation was released by CPE. The University’s final allocation was $665,500
less than CPE’s preliminary projection.

Sources Proposed Revision
Educational and General
Net Position Allocations $22,126,673
Net Position Reserves allocations 143,000
Waste Management Surplus 25,000
IT 115,000
Summer Dance Intensive 15,000
Kentucky Mesonet - Sponsorships 80,000
Department of Agriculture 27,000
Civil Engineering Services 75,000
Mahurin Honors College Fee 25,000
Kelly Autism Program - Prime Time 30,000
School of Nursing 36,000
Engineering Seminar Fee 13,000
Workforce Administration 56,000
Other Sources 180,000
Performance Funding Loss (665,500)
Total $22,281,173

FINANCE AND BUDGET / 2018-19 OPERATING BUDGET REVISIONS
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Budget Increase

Net Positions
Provost/Academic Affairs $13,772,416
Athletics 97,633
Enrollment and Student Experience 400,545
Facilities 4,440
Finance and Administration 17,113
Philanthropy and Alumni Engagement 36,720
President and General Counsel 189,488
Public Affairs 31,602
Central 7,576,716
Subtotal $22,126,673
Diddle Arena Sound System/Technology $100,000
Postal Machine Replacement 43,000
Waste Management 25,000
IT Operations 115,000
Summer Dance Intensive 15,000
Kentucky Mesonet - Sponsorships 80,000
Department of Agriculture 27,000
Civil Engineering Services 75,000
Mahurin Honors College 25,000
Kelly Autism Program - Prime Time 30,000
School of Nursing 36,000
Engineering Seminar 13,000
Workforce Administration 56,000
Miscellaneous Reimbursements Campus Wide 180,000
Performance Funding (665,500)
Total $22,281,173

BUDGETARY IMPLICATIONS:

Net Position allocations are important for especially one-time expenditures. In this budget, the
allocation of Net Position (Carry Forward) is essential to finishing the year without a deficit.
Self-generated revenue are returned to departments responsible for generating the revenues.
Allocations are for reimbursement of expenses and for planned program expenditures. Reserve
allocations from Net Position help fund larger items of equipment.

RECOMMENDATION:

President Timothy C. Caboni recommends that the Board of Regents approve the revisions to the
2018-19 Operating Budget.

MOTION:

Approve the revisions to the 2018-19 Operating Budget.

FINANCE AND BUDGET / 2018-19 OPERATING BUDGET REVISIONS n
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2018-19 SECOND QUARTER STATEMENT OF REVENUES & EXPENDITURES

REQUEST:
Accept for filing the 2018-19 Second Quarter Statement of Revenues & Expenditures.

FACTS:
Total realized Educational and General (E&G) revenue was approximately 79 percent of

budgeted E&G revenue (excluding net assets allocation), and was approximately 2.7 percent
greater than second quarter revenue of 2017-18. Actual tuition and fees revenue, as a percentage
of budget, has increased approximately 4.0 percent compared to the same period last year. State
appropriations are distributed on a quarterly basis, but the distribution for each quarter does not
represent 25 percent of the total due to the state’s variable allocation schedule. Other revenue
includes revenue generated by individual programs such as Athletics, University Farm, and
various other revenue dependent programs. These revenues are comparable to the same period
last year. It is noted that several programs have significant activity in spring and summer.

Restricted revenues and expenditures for grants and contracts were approximately the same as
the second quarter of 2017-18. Revenues for Auxiliary Enterprises were approximately 7
percent lower while expenditures were approximately 3 percent higher than second quarter
revenues and expenditures of 2017-18. However, auxiliary operations are self-supporting and
will manage expenses within actual revenue by the end of the fiscal year. Revenues were
impacted by decreased enrollment relating to student fees and sales of services. Housing’s
reimbursement rates to WKU increased revenues while there were timing differences related to
contracted dining services revenue that impacted the comparison to prior fiscal year. The WKU
Store also continued its student retention efforts as it continued to shift its business model toward
direct publisher agreements and online course materials which decreases the WKU’s top line
sales but result in student savings.

BUDGETARY IMPLICATIONS:

It is anticipated that fall and spring tuition revenue that accrues centrally will fall short of the
budget estimate by approximately 2 percent or $3 million. Carry forward funds and central
contingency funds will allow the University to cover the shortfall without any additional
reductions to the campus this year.

RECOMMENDATION:
President Timothy C. Caboni recommends that the Board of Regents accept for filing the
2018-19 Second Quarter Statement of Revenues and Expenditures.

MOTION:

Accept for filing the 2018-19 Second Quarter Statement of Revenues and Expenditures.

Finance and Budget | Quarterly Financial Report _




Western Kentucky University

Second Quarter 2019 - Statement of Revenues and Expenditures
For the period July 1, 2018 through December 31, 2018

Actual Percent of
Annual 2nd Quarter 2018-19
Budget Year-to-date Actual/Revised
Revenue
Educational and General
Unrestricted
Student Tuition and Fees $ 197,858,000 $177,847,445 89.9%
State Appropriations $ 74,448,900 $ 40,580,900 54.5%
Other $ 28,906,100 $ 18,429,161 63.8%
Net Assets Allocation * $ 5,751,528
Total Unrestricted $ 306,964,528 $236,857,506
Restricted
Grants and Contracts $ 60,252,000 $ 29,155,926 48.4%
Net Assets Allocation $ 813,468
Total Restricted $ 61,065,468 $ 29,155,926
Auxiliary Enterprises
Revenue Sources $ 23,289,000 $ 12,979,626 55.7%
Net Assets Allocation $ 41,121
Total Auxiliary Enterprise $ 23,330,121 $ 12,979,626
Total Revenue $ 391,360,117 $278,993,058 71.3%
Total Revenue
Excluding Net Assets Allocation $ 384,754,000 $278,993,058 72.5%
Expenditures
Educational and General **
Unrestricted
Unrestricted E&G $ 307,586,128 $ 156,618,966 50.9%
Total Unrestricted $ 307,586,128 $ 156,618,966
Restricted
Grants and Contracts $ 60,443,868 $ 29,155,926 48.2%
Total Restricted $ 60,443,868 $ 29,155,926
Auxiliary Enterprises
Auxiliary Enterprises $ 23,330,121 $ 11,697,270 50.1%
Total Auxiliary Enterprises 23,330,121 $ 11,697,270
Total Expenditures $ 391,360,117 $197,472,162 50.5%

* Unrestricted net assets allocation total includes $3,665,000 Budgeted Net Asset Allocation (Carry Forward), $1,871,528
encumbrance commitments from prior year and $215,000 for Parking & Transportation bus refurbishment.

** Unrestricted budget includes $621,600 of restricted funds allocated to departmental operating budgets for work study
wages.
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QUARTERLY INTERNAL AUDIT REPORT

The Western Kentucky University Office of Internal Audit is responsible for periodically reporting to the
Finance & Budget Committee on internal audit’s performance relative to its audit plan. For the quarterly
meeting on February 8, 2019, the Office of Internal Audit is reporting on the following items:

Completed Projects:
e NCAA Agreed upon Procedures: Internal Audit performed a portion of the Agreed upon
Procedures that was to be included in the overall report from the university’s external auditors.

e NCAA Football Ticket Reconciliation: Internal Audit conducted the annual review of paid
attendance for each home football game, as required by NCAA bylaw 20.9.9.3. The project is
included in the audit plan annually. The overall result concluded that the University appears
to be in compliance with the bylaw requirement.

In Progress as of 01/25/2019:

e Study Abroad / Study Away Safety Audit (administrative review)
Study Abroad / Study Away Process Audit (administrative review)
Inventory / Surplus Process Audit (administrative review)
University Termination Procedures Audit (in-progress)

College of Health and Human Services Process Audit (in-progress)
University Professional Development Funds Audit (in-progress)
The Kentucky Museum Business Operations Audit (planning stage)

Upcoming projects:
e Travel Related Expenditures Audit
e Revenue Stream Analysis

Ethics & Compliance Hotline:
® Total number of cases reported since installment: 27
® Open cases: 4

Finance & Budget Committee | Quarterly Internal Audit Report
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