


WKU Board of Regents ACTION ITEM FB-1

ACCOUNTANTS’ REPORT ON APPLICATION OF AGREED-UPON
PROCEDURES, NCAA COMPLIANCE REPORT

REQUEST:

Acceptance of the Accountants’ Report on Application of Agreed-Upon Procedures, NCAA
Compliance Report for the year ended June 30, 2017.

FACTS:

Each year, Western Kentucky University contracts with our external auditing firm to issue a
report on agreed-upon procedures to assist the University with respect to complying with the
NCAA Bylaw 3.2.4.16. The agreed-upon procedures were completed by Crowe Horwath, LLP
for the fiscal year ended June 30, 2017 in accordance with attestation standards established by
the American Institute of Certified Public Accountants. The Schedule of Revenues and
Expenses of intercollegiate athletics operations was prepared by staff in the Office of Athletics
Business Affairs who are responsible for compliance with the NCAA Bylaw 3.2.4.16. Crowe
Horwath, LLP reviewed revenues and expenditures for the Athletics Department, reviewed the
internal control structure of, and performed other accounting tests on the financial records of the
area. A listing of procedures performed, along with associated findings, is included in
Attachment A of the report.

Crowe Horwath, LLP’s review does not constitute an audit and, therefore, does not contain an
opinion on compliance with the NCAA Bylaw 3.2.4.16. It provides information intended for use
by the Board of Regents, management of Western Kentucky University, and any authorized
representative of the National Collegiate Athletic Association solely for reporting with respect to
procedures described within the report.

RECOMMENDATION:

President Timothy C. Caboni recommends that the Board of Regents accept the “Report of
Independent Accountants on Applying Agreed-Upon Procedures” as required by the NCAA
Bylaw 3.2.4.16 for the year ended June 30, 2017.

MOTION:

Accept the Report of Independent Accountants on Applying Agreed-Upon Procedures for
NCAA Compliance for the year ended June 30, 2017.

Finance and Budget | Agreed-upon Procedures — NCAA Compliance Report



WKU Board of Regents ACTION ITEM FB-2

2017-18 THIRD QUARTER STATEMENT OF
REVENUES & EXPENDITURES

REQUEST:

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

FACTS:

Total realized Educational and General (E&G) revenue was approximately 90 percent of
budgeted E&G revenue (excluding net assets allocation) which was approximately equal to third
quarter revenue of 2016-17. Actual tuition and fees revenue, as a percentage of budget, was
approximately equal 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, as a percentage of budget, are approximately 3 percent less than 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
third quarter of 2016-17, also representing a higher percentage of budget. Revenues and
expenditures for Auxiliary Enterprises were approximately 1 percent greater than third quarter
revenues and expenditures of 2016-17.

BUDGETARY IMPLICATIONS:

The tuition shortfall is approximately $3.9 million or 2.4 percent of budget. The shortfall will be
offset by unallocated carry forward generated by the divisions.

RECOMMENDATION:

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

MOTION:

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

Finance and Budget | Quarterly Financial Report



Western Kentucky University

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

Revised Budget

Actual
3rd Quarter

Percent of
201718

3rd Quarter Year-to-date Actual/Revised
Revenue
Educational and General
Unrestricted
Student Tuition and Fees $ 201,309,000 $188,212,452 93.5%
State Appropriations $ 74,653,800 $ 58,976,600 79.0%
Other $ 29,267,100 $ 26,022,088 88.9%
Net Assets Allocation * $ 33,411,609
Total Unrestricted $ 338,641,509 $273,211,140
Restricted
Grants and Contracts $ 55,991,000 $ 53,416,794 95.4%
Net Assets Allocation $ 1,396,238
Total Restricted $ 57,387,238 $ 53,416,794
Aucxiliary Enterprises
Revenue Sources $ 23,432,000 $ 20,126,257 85.9%
Net Assets Allocation $ 95,722
Total Auxiliary Enterprise $ 23,527,722 $ 20,126,257
Total Revenue $ 419,556,469 $ 346,754,191 82.6%
Total Revenue
Excluding Net Assets Allocation $ 384,652,900 $346,754,191 90.1%
Expenditures
Educational and General **
Unrestricted
Unrestricted E&G $ 339,263,108 $227,779,726 67.1%
Total Unrestricted $ 339,263,109 $227,779,726
Restricted
Grants and Contracts $ 56,765,638 $ 53,416,794 94.1%
Total Restricted $ 56,765,638 $ 53,416,794
Auxiliary Enterprises
Auxiliary Enterprises $ 23,527,722 $ 16,997,844 72.2%
Total Auxiliary Enterprises 23,627,722 $ 16,997,844
Total Expenditures $ 419,556,469 $298,194,364 71.1%

* Unrestricted net assets allocation total includes $29,819,000 Budgeted Net Asset Allocation (Carry Forward),
$3,041,109 encumbrance commitments from prior year, $335,000 for the Police Department renovation, $172,500 for
Parking & Transportation bus refurbishment, and $44,000 for Postal Services vehicle replacement.

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




WKU Board of Regents ACTION ITEM FB-4

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 01/03/2018 —
04/01/2018, one-time compensation payments executed through the payroll system cover the period
01/01/2018 — 03/31/2017, and promotion and tenure recommendations.

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 and
promotion and tenure recommendations..

MOTION:

Approve faculty and staff personnel actions and promotion and tenure recommendations.

Finance and Budget | Personnel Actions
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WKU Board of Regents INFORMATION ITEM

2018-19 OPERATING BUDGET DEVELOPMENT

The most significant budget development decisions are driven by setting the tuition rates,
projecting revenue and projecting fixed costs increases.

Revenue: the biennial budget enacted by the General Assembly, projections of
enrollment and tuition revenue

Projected Fixed Costs Increases: including but not limited to faculty promotions,

employer funded health insurance, state-required pension payments, contractual
obligations, property insurance, student financial aid, and employee salary increases

Proposed Tuition Rates

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 6.0% over two
years and no more than 4.0% in any one year for the universities. Institutions are given more
latitude to set online, graduate and nonresident rates. All rates must be submitted to CPE for
final approval at its June 22, 2018 meeting.

After careful consideration, the Administration is recommending a modest increase of 3% for
full-time, resident, undergraduate students. Most individual rates proposed will increase 3% with
some exceptions. The attached Schedule summarizes the tuition and mandatory fees the
Administration will request be approved at the same time as the approval of the 2018-19
Operating Budget. The following are key points related to the rates being proposed:

e Tuition Incentive Program: 2% increase. Goal is to move the rate to 50% of the
nonresident undergraduate rate over the next few years.

e The Kentucky P-12 Educator rate is a discount of approximately one-third from the
resident graduate rate. The larger discount in FY 2018 did not impact enrollment in any
significant manner.

e Nonresident, graduate, international rate: a reduction in the rate is being recommended to
better position WKU in the market.

e No resident rate increase is being recommended for the three doctoral programs and
graduate distance learning to better position WKU in the market.

e No increases in mandatory student fees are being recommended.

Finance and Budget Committee | Information Item
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e The fee for online courses taken by full-time students is being increased from $100 a
credit hour to $150 hour. Attached is a summary of current fee assessments by

Kentucky’s universities.

House Bill 200

In the 2018 Regular Session, the Kentucky General Assembly passed its 2018-20 Branch Budget
Bill which includes the following for FY 2019:

Amount Dollar Change
Regular appropriation 64,537,100 ($4,543,900)
Gatton Academy of Mathematics and Science 4,747,700 (75,100)
Kentucky Mesonet 750,000 0
Subtotal $70,034,800 ($4,619,000)  (6.2%)
Performance Fund* $4,414,100 4,414,100
Total $74,448,900 (204,900)  (0.3%)

*The budget bill includes $31,000,000 in the postsecondary education Performance Fund to be
distributed by the Council on Postsecondary Education. WKU anticipates receiving $4,414,100
from the Fund. The final distribution will be announced later in May.

Enrollment Projections, Fall 2018

The offices of Enrollment Management, Institutional Research, International Enrollment
Management, Admissions, and Budget all contributed to an enrollment forecast to build the FY
2019 budget. The biggest drivers in the projected enrollment decline are international students
(undergraduate and graduate), part-time resident graduate students and full-time resident
undergraduate students. The forecast takes into account projected graduations, historical student
progression toward degree, a drop in admissions due to a change in the Composite Academic
Index, and a conservative estimate of no increase in entering freshmen class. The collective
impact of these variables is a projected decline of 525 students. This projection excludes dual
credit students and the practice-based doctoral programs.
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Projected and Actual Tuition Revenue Shortfalls

FY 2018 Budget
FY 2017 tuition shortfall
Projected FY 2018 shortfall
Total

FY 2018 additional shortfall in tuition

Total Phase I Reduction Target

FY 2019
Projected FY 2019 shortfall

Total Actual and Projected

Projecting Fixed Costs Increases

($6,500,000)
(4,476,000)
($10,976,000)
($3,918,000)

$14,894,000

(6,030,000)

($20,924,000)

The following summarizes the projected costs increases that will need to be funded:

2018/19 UNAVOIDABLE COST AND COMMITMENT ALLOCATIONS

Faculty Promotions $ 430,725
Health Insurance Effective Jan. 2018 (from $600 in FY18 to $652 in

FY19) 848,000
Retirement: KERS Rate Increase 4,980,000
Degrees 14,000
Utilities & Maintenance, New Space in Science Complex 28,100
Contractual Obligations 388,100
State Property Insurance 184,406
Student Financial Aid 450,000
Fixed Costs Total 7,323,331
Employee Salary Increase (4% Pool) 5,100,000
Total Costs Commitments $ 12,423,331
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Balancing the Budget

With a continuing enrollment decline in fall 2017 and spring 2018, the budget reduction target
was increased from $10,976,000 to $15,000,000 (Phase I Budget Reduction Plan). President
Timothy Caboni convened the University Budget Council to recommend a budget reduction
plan. Budget Council meetings began in September 2017 and the reduction report was presented
to the President February 14, 2018.

The Budget Council provided recommendations of slightly over $15 million. The reduction was
finalized by division heads and totaled $13,192,740. 120 budgeted positions were eliminated
with this reduction. The target of $15 million was not reached initially because of concerns about
assessing a 7% tax on revenue dependent programs in advance of the development of a new
budget model. This recommendation from the Budget Council is not being implemented.

A Phase II Budget Reduction Plan was developed after the General Assembly completed the
biennial budget and the fixed costs estimates were finalized. In summary,

Projected fixed cost increases $ 7,323,331
Employee salary increase pool @ 4% 5,100,000
Total funds needed $12,423,331
Less:

Tuition rate/online fee increase 6,098,000
Revenue shortfall to balance ($6,325,331)
Phase I budget reduction not achieved (1,921,429)
FY 2019 projected enrollment decline (6,030,000)
State General Fund reduction (129,800)
Revenue shortfall to balance (6,325,331)
Total Phase II Reduction Plan ($14,406,560)
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Given the magnitude of the total reduction target, it is not feasible to achieve the full reduction
target by July 1. The input of the new provost will be integral to achieving a balanced budget.
Division heads worked with deans and department heads and identified additional reductions of
$5,640,260. An additional 30.5 budgeted positions are being eliminated effective July 1. The
reductions by college/division are summarized on the attached spreadsheet.

In summary, the total FY 2019 Budget Balancing Plan is as follows:

Reductions in divisions base budgets, effective July 1, 2018 $18,833,000
Capturing vacant lines by January 2019 5,230,300
Carry forward/budget model step-down (redirection of carry forward) 3,536,000

Total $27,599,300

2018-19 Budget Balancing Plan by Source

$5,230,000
19%

= Capture vacant positions

$3,536,000 ® Carry forward budget model
13% step-down

n Division reductions

$18,833,000
68%
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TUITION AND MANDATORY STUDENT FEES SCHEDULE PER SEMESTER

Summer 2019/
Student Level/Enroliment FY 2018 FY 2019 Rate per Credit Hour
Undergraduate
Resident* $5,101 $5,256 $438
Military Resident 5,101 5,256 438
Nonresident 12,756 13,140 1,095
International 13,080 13,464 1,122
Incentive 6,744 6,876 573
Graduate (Per Credit Hour)
Resident 589 607 607
Military Resident 589 607 607
Kentucky P-12 Educator® 395 415 415
Nonresident, International 998 962 962
Nonresident, Domestic 873 899 899
Doctorate, Ed. Leadership (Per Credit Hour)
Resident 589 589 589
Military Resident 589 589 589
Nonresident, International 998 962 962
Nonresident, Domestic 873 873 873
Doctorate, Nurse Practitioner (Per Credit Hour)
Resident 663 663 663
Nonresident 858 858 858
Doctorate, Physical Therapy (Per Credit Hour)
Resident 643 643 643
Nonresident 883 909 909
Professional MBA** 5,826 5,826
Distance Learning (Per Credit Hour)*
Undergraduate 510 525 525
Graduate (Excluding Kentucky P-12
Educator, DNP and DPT) 707 707 707
Active Military (Per Credit Hour)* 250 250 250
Dual Credit (Per Credit Hour)* 53 54
WKU On Demand (Per Credit Hour)
Undergraduate 425 438 438
Graduate 589 607 607
Mandatory Student Fees per Semester (No change from FY 2018):
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.
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WKU Board of Regents

Tuition and Fees - Full-time student (12 hours) plus 1 on-line course

Fall 2017

Kentucky Public Institutions

Full-time
tuition

Additional
charge for
Online

Total

Eastern Kentucky University

4,498

1,227

5,725

All online courses are charged $409 per credit hour and do
not factor in to a Full time rate.

Kentucky State University

3,897

3,927

All students enrolled in online Distance Education courses
(with at least 6 online instruction hours) will be charged an
additional $10 access fee per credit hour (included in PCH
rate).

Morehead State University

4,475

4,505

Students enrolled in internet courses will be assessed tuition
at the applicable rate and will be assessed a $10 per credit
hour course fee.

Murray State University

4,410

195

4,605

Students enrolled in 12-15 hours will be assessed tuition and
fees based on a flat rate. Students enrolled in more than 15
hours will be assessed the flat rate tuition for the 12-15 hours
plus a per credit hour rate for each hour above 15 hours.
Web classes are now included in the flat tuition charge and
are assessed based on residency. Additionally, all web classes
will be assessed a $65 per credit hour web course fee. (Rates
shown are based on students admitted Summer 2016 or
after.)

Northern Kentucky University

4,680

105

4,785

$35 per credit hour for online course fee

University of Kentucky

5,886

5916

$5,886 lower division; $6,056 upper division

$10 per credit hour for distance learning courses

University of Louisville

5,534

1,491

7,025

$497 per credit hour for UG online courses.

Tuition for online courses is the same for both in-state and
out-of-state students. Students are charged in full for online
courses according to the tuition rates even if taking a full-
time course load. Online courses are charged separately and
in addition to any regular (non-online) courses a student may
be taking.

Western Kentucky University

5,101

5,401

$100 per credit hour Distance Learning course fee
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Proposed Budget Reduction by Division, Effective July 1, 2018

Original Reduction as %
Division | Reduction| Reduction |l Total Reductions FY 2018 Budget* FY 2018 Budget
Provost/Academic Affairs** 2,958,187 912,000 3,870,187 53,551,992 0.072
GFCB 57,551 224,611 282,162 11,523,021 0.024
CEBS 921,462 407,215 1,328,677 12,000,814 0.111
PCAL 674,508 630,933 1,305,441 21,355,261 0.061
Ogden 237,479 462,033 699,512 . 25,447,115 0.027
CHHS 265,357 853,204 1,118,561 18,865,980 0.059
University College 765,927 104,104 870,031 5,668,995 0.153
International Officer 568,202 54,806 623,008 3,308,524 0.188
Athletics 994,081 145,402 1,139,483 15,534,235 0.073
Chief Facilities Officer 1,209,060 492,413 1,701,473 28,079,717 0.061
Philanthropy 453,840 82,378 536,218 4,572,759 0.117
Finance/Administration 718,537 338,758 1,057,295 9,874,163 0.107
General Counsel 28,807 31,206 60,013 872,205 0.069
Information Technology 844,287 410,101 1,254,388 11,928,086 0.105
Presidential 92,707 8,173 100,880 910,046 0.111
Public Affairs 270,000 99,909 369,909 4,266,363 0.087
Student Affairs 633,611 153,617 787,228 8,314,451 0.095
Enrollment Management 683,627 136,244 819,871 8,046,307 0.102
University Wide 646,550 93,153 739,703 9,897,155 0.075

Subtotal 13,023,780 5,640,260 18,664,040 254,017,189 0.073

Other 168,960 168,960
Total 13,192,740 5,640,260 18,833,000 254,017,189 0.074

*Excludes carry forward, budget reduction reserve, debt payments, and student financial aid
**Division excluding the colleges listed separately

Three-Component Budget Balancing Strategy

Capturing vacant positions/program eliminations S 5,230,300
Carry forward/budget model step-down 3,536,000
Division reduction, Phase Il 5,640,260
Total 14,406,560
Division reduction, Phase | 13,192,740
Total S 27,599,300
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