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Board of Regents
FINANCE AND BUDGET COMMITTEE MEETING AGENDA

January 26,2018
Jody Richards Hall
Cornelius A. Martin Regents Room

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

Action Items:

FB-1 Acceptance of the Auditor’s Report and Financial Statements for the fiscal year ended
June 30, 2017 [pp 1-2 / separate report enclosed]

FB-2 Acceptance of the WKYU-TV and WKYU-FM Radio Audits for the fiscal year ended
June 30, 2017 [p 3 / separate report enclosed]

FB-3 Approval of the 2017-18 Operating Budget Revisions [p 4]

FB-4 Approval of Personnel Actions [p 5 and attached reports]

FB-5 Acceptance of the Second Quarter Statement of Revenue and Expenditures [pp 6-6A]

Information Items:

o Quarterly Internal Audit Report (Ms. Jennifer Miller) [p 7]

e Qutstanding Student Accounts and Collection Procedures (Ms. Belinda Higginbotham and
Ms. Sharon Hunter) [pp 8-12]

e Resource Allocation, Management and Planning (RAMP), Budget Model (Ms. Ann Mead)
[p 13]




WKU Board of Regents ACTION ITEM FB-1

AUDITOR’S REPORT AND FINANCIAL STATEMENTS FOR THE
FISCAL YEAR ENDED JUNE 30, 2017

REQUEST:

Acceptance of the Auditor’s Report and Financial Statements for the fiscal year ended June 30,
2017.

FACTS:

The financial statements of the University, including Management’s Discussion and Analysis,
are the responsibility of Western Kentucky University management. The establishment and
maintenance of an internal control structure and compliance with laws, regulations, terms, and
conditions of grants and contracts also are the responsibility of University management. Western
Kentucky University contracts with an independent external auditor who provides to the Board
of Regents opinions that the financial statements present fairly the financial position of the
University; the University has complied with applicable laws and regulations; and the design and
operation of the University’s internal control structure are effective.

Crowe Horwath, LLP has completed the audit for the fiscal year June 30, 2017 and has issued its
report thereon dated October 3, 2017. The audit was performed in accordance with generally
accepted auditing standards (GAAS). These standards are designed to obtain reasonable, rather
than absolute, assurance about the financial statements. In performing GAAS procedures, Crowe
Horwath, LLP established scopes of audit tests in relation to the financial statements taken as a
whole. The audit does not include a detailed audit of every transaction. The Accountants’
Report and Financial Statements include separate financial statements for the Western Kentucky
University Foundation, WKU Student Life Foundation, and College Heights Foundation. These
foundations are recognized as “discretely presented component units”.

In conjunction with this audit, Crowe Horwath, LLP prepared the Independent Auditor’s Report
on Compliance with House Bill 622. This State requirement is for an external auditor to express
an opinion on the University’s compliance with State requirements pertaining to accounting,
auditing and payroll procedures; investments and interest income procedures; and purchasing
procedures. The Report disclosed no instances of noncompliance with the criteria set forth in the
Minimum Audit Scope for Compliance with House Bill 622.

The Independent Auditor’s Report includes no issues to be addressed by University
management.

As required by Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform
Guidance), a schedule of findings and questioned costs is included with the Annual Financial
Report. No findings or questioned costs were identified during the audit. Crowe Horwath, LLP
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WKU Board of Regents ACTION ITEM FB-1

noted no material weaknesses in internal control over financial reporting nor any instances of
noncompliance or other matters that are required to be reported under Government Auditing
Standards.

BUDGETARY IMPLICATIONS:

N/A

RECOMMENDATION:

President Timothy C. Caboni recommends that the Board of Regents accept the Auditor’s Report
and Financial Statements for the fiscal year ending June 30, 2017.

MOTION:

Accept the Auditor’s Report and Financial Statements for the fiscal year ending June 30,
2017.
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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, 2017.

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, 2017 was completed by Crowe Horwath, LLP and their report is dated
December 11, 2017. The audit of WKYU-FM for the fiscal year ended June 30, 2017 was
completed by Crowe Horwath, LLP and their report is dated December 11, 2017. 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, 2017, 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, 2017.

MOTION:

Accept the separate Auditor’s Reports and Financial Statements for WKYU-TV and for
WKYU-FM Radio for the year ended June 30, 2017.
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2017-18 OPERATING BUDGET REVISIONS

REQUEST:

Approve the revisions to the 2017-18 Operating Budget.

FACTS:

The proposed revisions to the Western Kentucky University 2017-18 Operating Budget total
$781,500. Included in the budget revisions are $230,000 in additional revenue projected to be
generated in excess of the FY2018 approved budget and Net Asset reserves totaling $551,500.

Additional requested revisions to the Western Kentucky University 2017-18 Operating Budget
totaling $230,000 include the following:

e $15,000 in state grants and contracts (Work Ready — KHEAA) to be used for
scholarships for students enrolled in eligible certificate programs; and

e $215,000 in miscellaneous revenue to be returned to the respective departments across
the University.

Requested budget revisions related to Net Asset reserves totaling $551,500 include the
following:

e $335,000 from WKU Police Reserve will be used for Police facilities improvements;

e  $44,000 from Postal Services will be used to replace service vehicles; and
e $172,500 from Parking and Transportation Reserve will be used for bus refurbishing,

RECOMMENDATION:

President Timothy C. Caboni recommends that the Board of Regents approve the revisions to the
2017-18 Operating Budget.

MOTION:
Approve the revisions to the 2017-18 Operating Budget.

Finance and Budget | 2017-18 Operating Budget Revisions
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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 08/24/2017 —
01/02/2018. One-time compensation payments executed through the payroll system cover the period
09/01/2017 — 12/31/2017.

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 in a separate report.

BUDGETARY IMPLICATIONS:

Funding is provided as indicated for each transaction.

RECOMMENDATION:

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

MOTION:

Approve faculty and staff personnel actions.

Finance and Budget | Personnel Actions
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WKU Board of Regents ACTION ITEM FB-5

2017-18 SECOND QUARTER STATEMENT OF
REVENUES & EXPENDITURES

REQUEST:

Accept for filing the 2017-18 Second Quarter Statement of Revenues & Expenditures.

FACTS:

Total realized Educational and General (E&G) revenue was approximately 76 percent of
budgeted E&G revenue (excluding net assets allocation), and was approximately 1.7 percent less
when compared to second quarter revenue of 2016-17. Actual tuition and fees revenue, as a
percentage of budget, has decreased approximately 1.6 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 slightly higher than in the
second quarter of 2016-17, also representing a higher percentage of budget. Revenues and
expenditures for Auxiliary Enterprises were approximately 3 percent greater than second quarter
revenues and expenditures of 2016-17.

BUDGETARY IMPLICATIONS:

It is anticipated that fall and spring tuition revenue will fall short of the budget. Fall tuition
revenue was approximately $2.5 million below budget or 3 percent. Early spring data will be
available by committee meeting date.

RECOMMENDATION:

President Timothy C. Caboni recommends that the Board of Regents accept for filing the
2017-18 Second Quarter Statement of Revenues and Expenditures.

MOTION:

Accept for filing the 2017-18 Second Quarter Statement of Revenues and Expenditures.

Finance and Budget | Quarterly Financial Report _



Western Kentucky University

Second Quarter 2018 - Statement of Revenues and Expenditures
For the period from July 1, 2017 through December 31, 2017

Revenue
Educational and General

Unrestricted
Student Tuition and Fees
State Appropriations
Other
Net Assets Allocation *
Total Unrestricted

Restricted
Grants and Contracts
Net Assets Allocation
Total Restricted

Auxiliary Enterprises

Revenue Sources
Net Assets Allocation
Total Auxiliary Enterprise

Total Revenue

Total Revenue
Excluding Net Assets Allocation

Expenditures
Educational and General **
Unrestricted
Unrestricted E&G
Total Unrestricted

Restricted
Grants.and.Contracts

Total Restricted
Auxiliary Enterprises

Augxiliary Enterprises
Total Auxiliary Enterprises

Total Expenditures

* Unrestricted net assets allocation total includes $29,819,000 Budgeted Net Asset Allocation (Carry Forward) and
$3,041,109 encumbrance commitments from prior year.

Revised Budget

Actual
2nd Quarter

Percent of
2017-18

FY 2018 Year-to-date Actual/Revised
$ 201,309,000 $ 172,857,868 85.9%
$ 74,653,800 $ 41,059,600 55.0%
$ 29,052,100 $ 16,643,017 57.3%
$ 32,860,109
$ 337,875,009 §$ 230,560,485
$ 55,976,000 $ 29,209,010 52.2%
$ 1,396,238
$ 57,372,238 $ 29,209,010
$ 23,282,000 $ 13,935,604 59.9%
$ 95,722
$ 23,377,722 $ 13,935,604
$ 418,624,969 § 273,705,099 65.4%
$ 384,272,900 $ 273,705,099 71.2%
$ 338,496,609 §$ 163,636,207 48.3%
$ 338,496,609 $ 163,536,207
$ 56,750,638 3 29,209,010 51.5%
$ 56,750,638 $ 29,209,010
$ 23,377,722 $ 11,335,413 48.5%
23,377,722 $ 11,335,413
$ 418,624,969 $ 204,080,630 48.8%

** Unrestricted budget includes $621,600 of restricted funds allocated to departmental operating budgets for work study wages.
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WKU Board of Regents

FB - INFORMATION ITEM1

QUARTERLY INTERNAL AUDIT REPORT

The Western Kentucky University Office of Internal Audit is responsible for periodically reporting to the
Finance & Budget Committee on the internal audit’s performance relative to its audit plan. For the
quarterly meeting on January 26, 2018, the Office of Internal Audit is reporting on the following items:

Completed Projects:

2017 President’s Travel & Entertainment Compliance Audit: Internal Audit performed
the annual compliance audit of the president’s travel and entertainment expenses. The scope
included a thorough review of the procedures related to procurement and reconciliation of
travel services and official university entertainment expenditures. The results included two
internal control recommendations. The priority for both recommendations: low level.

2017 Change Fund Management Continuous Audit: The change fund management process
is audited on a continuous basis and performed at various times throughout the year. The audit
resulted in four internal control recommendations. The priority for all recommendations: low
level.

2017 Procurement Card Analysis Audit: The procurement card analysis is audited on a
continuous basis and includes substantive testing of individual & department cardholders,
analysis of procurement card transaction data and review of policies and procedures related to
procurement card administration. The results included eight internal control
recommendations. The priority level was as follows: medium (4), low (4).

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.

In Progress as of 1/12/2018:

Study Abroad / Study Away Safety Audit (drafted)
Study Abroad / Study Away Process Audit (drafted)
Stale Check Recovery Process Audit (drafied)

Clery / Minger Act Compliance Audit (execution stage)

Upcoming for next quarter:

e Inventory / Surplus Process Audit (planning stage)
e University Termination Procedures Operational Audit (planning stage)
e NCAA Football Ticket Reconciliation

Ethics & Compliance Hotline:

® Total number of cases reported since installment: 22
® Total number of cases under preliminary review: 2

Finance & Budget Committee | Quarterly Internal Audit Report



WKU Board of Regents FB - INFORMATION ITEM2

OUTSTANDING STUDENT ACCOUNTS AND
COLLECTION PROCEDURES

Collection Procedures on Student Accounts

The Office of the Bursar issues billing statements at the beginning of each month with a mid-
month due date. The billing process for the fall semester begins in August, and the billing process
for the spring semester begins in December. Bills are sent electronically to the student’s WKU
email address as well as any other billing email address the student has designated. Accounts are
also available for review on TopNet.

Students are considered past due if a balance exists on the account in mid-September for the fall
semester or mid-February for the spring semester. The procedures for past due accounts include
the following:

e Holds are placed on accounts that prohibit further registration activity and release of
transcripts. Students are notified via email that a hold has been placed on their account.

e An “Urgent Message” is placed on Blackboard, TopNet and the WKU portal that notifies
students that their balance is past due and that a financial obligation hold has been placed
on the account which prohibits registration and receipt of transcript. The hold will remain
until the balance is paid in full.

e A text message is sent to students to advise of past due balance and hold on account.

e Financial aid communication includes outreach to students with outstanding balances to
assist with resolving balances.

e Post card sent to students with unpaid balances advising of financial obligation hold.

e Beginning with the October billing statement, paper bills are mailed to students with
outstanding balances in addition to electronic notifications. This process continues until
after the semester ends.

Following completion of the semester, accounts are placed in the internal pre-collect process. The
pre-collect process consists of a series of overdue and final demand emails and letters. The notices
advise students that failure to pay the debt may result in the account being placed with the
Kentucky Department of Revenue for collections and being reported to national credit bureaus.

If payment is not received or payment arrangements are not made during the pre-collect process,

the account is moved into the collection system. The student is sent a final demand letter which
notifies the student that the debt will be referred for collection to the Kentucky Department of
Revenue if no contact has been made within twenty-one (21) days of the date of the notice. The
student is further notified that this action may result in wage garnishments, bank levies, liens, tax
refund seizures, or other collection actions. Collection penalties will be added to the total amount
due to defray the cost of collections.

Finance & Budget Committee | Outstanding Student Account_



WKU Board of Regents FB - INFORMATION ITEM2

Effective with the fall 2015 semester, the university eliminated the drop for non-payment process.
By not dropping students’ classes, the university is able to recognize the revenue and count the
students in enrollment. While it was acknowledged that the elimination of the drop for non-
payment would increase the university’s accounts receivable and related bad debt expense, it was
determined that it better addresses the financial challenges that many of our students face and
promotes a more favorable and student-centered focus.

As indicated in the below charts, the associated bad debt expense and write-off of accounts
increased as anticipated.

Bad Debt Expense
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WKU Board of Regents FB - INFORMATION ITEM2

Although we have experienced increases in outstanding receivables and the related bad debt
expense, the amounts remain consistent with or below national averages. According to the 2017
Student Financial Services Benchmarking Report compiled by the National Association of
College and University Business Officers (NACUBO), the outstanding accounts receivable as a
percentage of total dollar amount invoiced at the end of FY'16 was:

National average 3.4%
WKU 2.97%
WKU (Fall 2017) 2.92% as of January 2018

The NACUBO statistics also indicate the number of student accounts placed in collections to
current student headcount for FY16 was approximately:

National average 5%
WKU 2.4%

As indicated, WKU began utilizing the Kentucky Department of Revenue during fiscal year
2014. The chart below shows the significant increases in collections of total student account
charges since implementing the DOR process. The increased collections help offset the
university’s bad debt expense.

Collection on Delinquent Student Accounts
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Fall 2017 Billing and Collection Timeline

FIRSTEBILL PRE-COLLECT EMAIL - SERIOUSLY PAST DUE

SECOND E-BILL 1STPRE-COLLECTLETTER

ACCOUNTS PLACED WITH KENTUCKY DEPARTMENT OF

2ND PRE-COLLECTLETTER
HOLDS ON ACCOUNTS i
THIRD E-BILL MONTHLY BILLS MAILED FINAL DEMAND FPRE-COLLECT LETTER

1
FINAL DEMAND PRE-COLLECT EMAIL

3

TEXT MESSAGE
! POSTCARDS
)

URGENT MESSAGE-BLACKBOARD, TOPNET, MY WKU

TARGETED FINANCIAL AID OUTREACH BEGINS ACCOUNTS MOVED TO COLLECTION SYSTEM

PRIORITY REGISTRATION FOR SPRING BEGINS. WARNING LETTER OF PLACEMENT WITH KENTUCKY DOR

STUDENTS CANNOT REGISTER OR RECEIVE TRANSCRIFT
WITH UNPAID BALANCE.

Closing the Gap: The Partnership to Enhance Persistence and Completion

A partnership began as the result of discussions regarding how to best assist WKU students to
understand their responsibilities regarding their financial obligations to the university. Enrollment
Management (EM) and Finance and Administration’s Office of the Bursar communicate on a daily
basis working to improve our retention of students as well as to collect our billed revenue. This
effort has grown to include Student Affairs and advisors as we look to use every interaction with
our students to remove financial barriers whenever possible. Here is a brief overview of the actions
used in Enrollment Management’s concurrent outreach during the billing and collections cycle.

Attendance/Billing/During the Semester:

Nonattendance Reports — reports that review student digital actions to determine if they are
actually returning to WKU. This report looks to see if a student has logged onto WKU systems,
including Blackboard and TopNet to check accounts, change registration, pay their bill etc. Once
the semester begins, these reports also look at students who leave housing, don’t use their meal
plans or are dropped from a course for nonattendance.

Students with indicators suggesting they may not truly be enrolled are sent a postcard asking them
to contact us to confirm enrollment, if they need assistance with advising or paying their bill or if
they are not intending to return to offer to drop their course schedule.

EM has increased the use of text messages and recorded calls to contact students. This year, we
used a texting method that allowed contacted students to respond indicating whether they were
attending, needed assistance (and what type) or that they were not attending. The detailed student
data was captured so we could follow up as required.

Finance & Budget Committee | Outstanding Student Accounts
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EM also reaches out to students through the office of Student Financial Assistance if they have not
accepted their financial aid or if they are missing documents required to process their assistance.
This is an ongoing effort that continues throughout the semester.

Instructors are emailed if we do not hear from the students to help identify students who are not
attending their courses. If the students have never attended the course we ask if they would be
willing to drop the student for nonattendance at that time.

Providing Assistance to Support Persistence:

During the process of determining if a student is truly enrolled, we identify students who require
a more individual assistance to meet their financial obligations. An email is sent to the campus
community asking them to assist EM by referring students to our offices for assistance. It should
be noted that this is primarily for financial assistance, but we ask that any student at risk of leaving
the University be referred to see what we can do to help. WKU Staff in the Billings Office,
Housing, Parking and Transportation and others coordinate our efforts to supply that assistance
which includes:

e Preparing payment agreements to assist students and families who have the capacity to pay,
but will require additional time.

e Identifying students who have exhausted their financial aid options and working to provide
other options, including a limited number of need based scholarships for students in
extenuating circumstances. Students within three semester in good academic standing and
entering first year students are priorities.

Going Forward:

This process is one of continuous improvement and modification. This past year we were pleased
to begin working with the Office of Philanthropy to identify how private gifts might be utilized to
assist our students. We will update you on that progress when appropriate and would love any
ideas or recommendations regarding how best to move forward.

There are other initiatives in support of persistence in EM which will be discussed in another
presentation later in this meeting. We did want to note that they are all interconnected and work
in tandem.

Finance & Budget Committee | Outstanding Student Accounts
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RESOURCE ALLOCATION, MANAGEMENT AND PLANNING

BUDGET MODEL

The following message was communicated to the campus by President Timothy C. Caboni:

As part of our strategic rethinking that continues this spring, we will create a new resource
allocation model that will best serve WKU in the future. To support this effort, the
University has contracted with Huron Consulting Group, which will facilitate an approach
designed to create a customized resource allocation model for WKU that reflects our
institution’s unique strengths, culture and values.

The way we currently allocate resources across the University was constructed in a
different era and is not sustainable. We will need to rebalance our internal investments
based on strategic priorities while ensuring that our budgeting system supports our core
mission, and we must take an approach that allows us to incentivize and reward
performance. Ultimately, a new budget model should position WKU to be competitive in
Kentucky’s new performance funding model as existing dollars within the state’s higher
education system shift between institutions.

Provost David Lee and Senior Vice President for Finance and Administration Ann Mead will co-

chair a steering committee for this important initiative. Huron staff has started the process with
data collection and a series of interviews. Huron has been advised that WKU would like to

create a model that supports the following objectives:

Aligns with the State’s funding formula to better position WKU to increase State
funding;

Addresses current financial trends, which include declines in student enrollment and
sponsored programs;

Allocates funds in a way that will support the University’s new strategic plan;
Rewards performance and invests in strategic priorities in an equitable manner; and
Increases transparency and simplicity in resource allocation.

The first meeting of the Steering Committee is January 30" and 6-7 meetings are planned.
Throughout the winter and spring there will be extensive meetings with deans and department
heads, a retreat with academic deans and a campus forum. It is anticipated that the model

development will be complete by June.

Finance & Budget Committee | RAMP



