
OFFICE OF THE BOARD OF TRUSTEES 

Public Meeting Notice 

June 14, 2018 

TO:  Southern Oregon University Board of Trustees, Finance and 

Administration Committee 

FROM: Sabrina Prud’homme, University Board Secretary 

RE: Notice of Regular Meeting of the Finance and Administration 

Committee 

The Finance and Administration Committee of the Southern Oregon 

University Board of Trustees will hold a regular meeting on the date and at 

the location set forth below. 

Topics of the meeting will include a vice president’s report with a review of the 

financial dashboard and general updates.  There will be discussion and actions 

on an amendment to the student incidental fee and the fiscal year 2018-19 

budget.  There also will be an investment update.   

The meeting will occur as follows: 

Thursday, June 21, 2018 

4:00 p.m. to 6:00 p.m. (or until business concludes) 

Hannon Library, DeBoer Room, 3rd Floor, Room #303 

Materials for the meeting will appear on the board's website: 
governance.sou.edu.

The Hannon Library is located at 1290 Ashland Street, on the Ashland 

campus of Southern Oregon University.  If special accommodations are 

required or to sign-up in advance for public comment, please contact 

Kathy Park at (541) 552-8055 at least 72 hours in advance. 

Churchill Hall, Room 107   •    1250 Siskiyou Boulevard   •    Ashland, Oregon 97520-5015 

(541) 552-8055   •    governance.sou.edu   •    trustees@sou.edu

mailto:trustees@sou.edu


Board of Trustees

Finance and Administration Committee Meeting

June 21, 2018



Call to Order / Roll / Declaration of a Quorum
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Board of Trustees 
Finance and Administration Committee Meeting 

Thursday, June 21, 2018 
4:00 p.m. – 6:00 p.m. (or until business concludes) 

DeBoer Room, Hannon Library 

AGENDA 

Persons wishing to participate during the public comment period shall sign up at the meeting. 
Please note: times are approximate and items may be taken out of order. 

1 Call to Order/Roll/Declaration of a Quorum  Chair Paul Nicholson 

1.1 Welcome and Opening Remarks 

1.2 Roll and Declaration of a Quorum Sabrina Prud’homme, 
SOU, Board Secretary 

1.3 Agenda Review Chair Nicholson 

2 Public Comment 

15 min. 3 Vice President’s Report Greg Perkinson, SOU, 
Vice President for Finance 
and Administration 

3.1 

3.2 

Review of Committee Dashboard 

General Updates 

5 min. 4 Consent Agenda 

4.1 Approval of May 17, 2018 Meeting Minutes Chair Nicholson 

20 min. 

25 min. 

5 

5.1 

5.2 

Action Items 

Amendment to Student Incidental Fee 

Fiscal Year 2018-19 Budget 

Daryl Maplethorpe, 
ASSOU, President; Mark 
Denney, SOU, Associate 
Vice President for Budget 
and Planning 

President Schott 
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Board of Trustees 
Finance and Administration Committee Meeting 

Thursday, June 21, 2018 
4:00 p.m. – 6:00 p.m. (or until business concludes) 

DeBoer Room, Hannon Library 

AGENDA (Continued) 

15 min. 
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6.1 

Information and Discussion Items 

Investment Update Penny Burgess, USSE, 
Director of Treasury 
Operations 

6.2 Future Meetings Chair Nicholson 

7 Adjournment Chair Nicholson 
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Public Comment
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Vice President’s Report
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Financial Dashboard
For FY18 close of period 11

As of May 31, 2018
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Culture of Service Excellence
• Dashboard

• Driving a Culture of Excellence

• Institutional Effectiveness
– Corrective Actions
– Risk Management
– Continuous Improvement

• At the awards breakfast:
– People First: what did we do to take care of our folks?
– Mission support: what did we do to support the mission?
– And, driving a Culture of Excellence
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Driving a Culture of Excellence
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Framework for Service Excellence

Knowledge ‐ “we teach, learn and share”

Teamwork  ‐ “we integrate internally to support our 
customer”

Accountability ‐ “we can take care of that”

Quality Service ‐ “Find a way to say yes” FAWTSY
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Employee Success
Strategic Direction II, Goal 1
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Institutional Effectiveness

Existing 
Processes

Corrective Actions
Risk Management

Continuous Improvement

Culture of 
Excellence

• Students
• Employees
• Community
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Corrective Actions

• Responsibility
(own the problem)

• Make the plan
visible

• Track it to closure

After
Action 
Reviews … and 

Root Cause Corrective Action

Identify 
Problem

Develop 
Alternatives

Select Best 
AlternativeImplement

Check? Did 
it work?
(lessons 
learned)
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Enterprise Risk Management

Identify Risks

Analyze Risks

Assess Handling Options

Plan and Perform MitigationCo
m
m
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d 
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k
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Continuous Improvement (and 
Process Improvement)
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Oregon’s 
University for 
the Future
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Backup
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People First
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ALICE
ALERT

 Initial Alert may be a gunshot, PA announcement, etc.
 Avoid code words.

LOCKDOWN
If evacuation is not a safe option, barricade entry points.

 Prepare to Evacuate or Counter if needed.

INFORM
 Communicate real time information on shooter location.
Use clear and direct language using any communication  
means possible.

COUNTER
 As a last resort, distract shooter’s ability to shoot accurately.
Move toward exits while making noise, throwing objects,  
or adults swarm shooter.

EVACUATE
 Run from danger when safe to do so, using non-traditional
exits if necessary. Rallying point should be pre-determined.

AliceTraining.com
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Great Colleges to Work for
SURVEY RESULTS
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Mission
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Theatre and JPR
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Service Center and Business Services
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Transforming Information 
Technology

Transforming 
Information 
Technology

Infrastructure

Faculty Support

Professional Development 
and Training
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From Unleashing Excellence
(used at Montana State University)

Stakeholder
(student /
customer)

Processes

Service 
Delivery

Service 
Environment

31



Consent Agenda

32



 

 

    
 
     
 

Board of Trustees 
Finance and Administration Committee Meeting 

 
Thursday, May 17, 2018 

4:00 p.m. – 5:30 p.m. (or until business concludes) 
DeBoer Room, Hannon Library 

 
MINUTES  

 
Call to Order/Roll/Declaration of a Quorum   
Chair Nicholson called the meeting to order at 4:04 p.m. and welcomed Dana Richardson, 
the executive director of the Oregon Council of Presidents.  
 
The following committee members attended the meeting:  Paul Nicholson, Sheila Clough, 
Lyn Hennion and Dennis Slattery.  Trustee Shanztyn Nihipali attended via 
videoconference.  Trustees Les AuCoin and April Sevcik were absent.   
 
Other meeting guests included:  Greg Perkinson, Vice President for Finance and 
Administration; Jason Catz, General Counsel; Dr. Susan Walsh, Provost and Vice 
President for Academic and Student Affairs; Janet Fratella, Vice President for 
Development; Josh Lovern, SOU; Ryan Schnobrich, Internal Auditor; Treasa Sprague, 
Administrative Services Coordinator; Mark Denney, Associate Vice President for Budget 
and Planning; Steve Larvick, Director of Business Services; Andrew Gast, SOU; Don 
Hill, Classroom and Media Services Manager; John Stevenson, User Support Manager; 
Sabrina Prud’homme, Board Secretary; and Kathy Park, Executive Assistant.   
 
Public Comment 
There was no public comment.   
    
Vice President’s Report  
Presenting the financial dashboard, Greg Perkinson said SOU has received $12 million 
of the $13 million on the Q-Series bonds but due to timing issues, this was not reflected 
in the operating cash balance.  There is a slight uptick in student credit hours.  The 
revenue chart includes the $3.3 million that was forward-funded to help with the cash 
needed to operate.  There are no negative indicators regarding the year-to-date 
Education & General (E&G) expenses and the fund balance is within target.  
 
Regarding implementation of the strategic plan, Mr. Perkinson said the senior 
leadership team prioritized six goals, one of them being service excellence.  He has 
created a work group, developed a framework and presented it to the president’s 
executive council, all with a goal of establishing service excellence as the culture in all 
aspects of the university.  Responding to Chair Nicholson’s inquiry, Mr. Perkinson said 
the financial implications of this work is that, as SOU grows the culture of excellence, 
customers will feel it and it will help with student recruitment, retention and success.   
 
Discussing enterprise risk management, Mr. Perkinson said Brad [Christ] and Ryan 
[Schnobrich] rolled-out a model shortly after his arrival.  SOU is looking at risk areas 
and has developed a framework to capture the risks, likelihood of occurrence, and 
mitigation in order to create a heat map.  The vice presidents met with Mr. Schnobrich to 
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discuss issues of concern. The next step is to talk with the President about how to 
manage those risks at the board, president or vice president level, as appropriate.  
Trustee Clough stressed the importance of the board seeing the risk model. 
 
Lastly, Mr. Perkinson mentioned the CIO candidate search, saying there were three good 
candidates and the process is moving forward.  
 
Consent Agenda  
Trustee Hennion moved to approve the April 19, 2018 meeting minutes, as presented.  
Trustee Slattery seconded the motion and it passed unanimously.  
 
Action Items 
AY 2018-19 Differential Tuition Rate for International Exchange Students  
Mark Denney said the proposed differential tuition rate for international students helps 
SOU better target those students very specifically.  SOU has agreements with various 
international universities where SOU sends one of its students to the other university 
and that university sends one of its students to SOU.  The exchange is typically for one 
term to one year.  The student pays tuition to the home university and pays nothing at 
the visiting university in this one-for-one exchange arrangement.  Some of the 
international universities want to send more students to SOU but SOU does not have 
enough students to participate in additional one-for-one exchanges.  Those international 
universities may still send their students to SOU and, currently, the students pay the 
non-resident tuition rate to SOU.  However, this is cost-prohibitive in some cases.  He 
said Virginia [Roberson, the Director of International Programs,] projected there would 
be ten students or fewer who would pay this differential tuition rate in the first year but 
that number would grow.  The proposed 175 percent of the resident undergraduate rate 
is more than the WUE rate and would cover the cost of delivering education.   
 
After some discussion, Jason Catz and Mr. Denney proposed amendments to the 
resolution included in the meeting materials.  The second paragraph should read 
“Whereas, the university president recommends a 2018-19 differential tuition rate of 
$301.00, or 175 percent of the resident undergraduate rate for students coming from 
international exchange partner universities not participating in a one-for-one exchange 
program” and the last paragraph should read “Be it resolved, the Finance and 
Administration Committee hereby recommends the Board of Trustees of Southern 
Oregon University approve the AY 2018-19 differential tuition rate of $301.00 for 
students coming from international exchange partner universities not participating in a 
one-for-one exchange.” 
 
Responding to Trustee Clough’s inquiry, Mr. Denney said this rate would not take away 
funding from other priorities and would actually increase funding for such priorities.  
Further, there is no impact to funding model, as it does not cover these students.   
 
Responding to Chair Nicholson’s inquiry regarding unintended negative consequences, 
Mr. Denney said Ms. Roberson identified one: the small number of students (one or two) 
above the one-to-one exchange who pay the full nonresident rate will pay less.  Although 
SOU will lose money on those students, SOU will be ahead with the students it will gain.  
 
Trustee Slattery made the following motion:  The Finance and Administration 
Committee hereby recommends the Board of Trustees of Southern Oregon University 
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approve the AY 2018-19 differential tuition rate of $301.00 per credit hour for students 
coming from international exchange partner universities not participating in a one-for-
one exchange program.  Trustee Clough seconded the motion and it passed unanimously.  
 
Trustee Hennion clarified that this differential rate does not affect students from 
American Samoa.  She also requested a list of the international universities that 
participate in the exchange program. 
 
Information and Discussion Items 
Periodic Management Report 
Greg Perkinson presented the periodic management report, focusing on variances from 
budget greater than 10 percent.  Regarding the E&G fund, there was a 21 percent 
increase in other revenue from the amount originally budgeted compared to the amount 
currently forecasted; SOU received an additional $250,000 in insurance recovery funds 
related to the wire fraud case.  Responding to Trustee Hennion’s inquiry, Jason Catz said 
the investigation into the wire fraud case is ongoing.  The recovery is approaching 
$900,000 and there are no indications of any additional insurance recovery.   
 
Regarding Auxiliary Enterprises, there is a 13 percent variance in “other revenue” 
reflecting a $377,000 uptick in revenue from increased dining activity and receipt of one-
time funds from the Collegiate Housing Foundation.  There is a negative 10 percent 
variance in expenditures for personnel services, partly because the COLA increases came 
in lower than budgeted.  Chair Nicholson pointed out that parenthetical entries for 
revenue reflect a “worse than” situation whereas for expenditures they reflect a “better 
than” situation.   
 
Regarding Designated Operations, there is a negative 14 percent variance for personnel 
services expenditures, tied to COLA, fringe benefits, and expected growth with JPR that 
did not transpire.  The transfer-in from the general fund to support the PEAK [student 
employment] program was larger than expected, causing a 12 percent variance.   
 
Mr. Perkinson discussed the aggregate of the three funds, the ending fund balance and 
transfers between fund types.  Looking at the data, he said nothing seemed anomalous.    
 
Review of Draft Budget 
Mark Denney reviewed the draft budget for E&G.  He said the pro forma has served as 
the contextual reference for the budget and decisions have been made based on the pro 
forma.  This meeting was the first opportunity to compare the pro forma with the draft 
budget and, hopefully, give the confidence that the pro forma is a fair and accurate proxy 
for the budget.  Mr. Denney said the draft budget was developed based on the 
committee’s earlier guidance of having an ending fund balance above 10 percent, 
preferably in the 11 percent range.  The draft budget has an ending fund balance of 11.2 
percent. 
 
Josh Lovern addressed many of the figures of the draft budget included in the meeting 
materials.  He mentioned the growth in certain areas, including the online MBA 
program, WUE students, students from American Samoa, and retention improvement.  
Responding to Chair Nicholson’s inquiry regarding enrollment for the online MBA 
program, Mr. Denney said his estimates continue to be conservative.   
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Although there is an increase in the budget for unclassified salaries, Mr. Lovern said 
savings were realized from some searches not being successful; the difference between 
the budgeted amount for COLA and what was received; and the slight increase in the 
vacancy level than what was projected.   
 
However, the increase in student pay is in recognition that SOU has not increased the 
budget in this area in the last few years but minimum wage has increased.  The budget 
increase helps SOU keep the same headcount in student workers.  The increase in 
student labor and an anticipated increase in medical costs contribute to the increase in 
Other Payroll Expenses.   
 
Discussing the impact of the Academic Partnerships contract on Service & Supplies 
(S&S), Mr. Lovern said the remittance of one-half of the tuition revenue ($750,000) will 
be recorded as a service charge. Responding to Chair Nicholson’s inquiry, Mr. Denney 
said most of the initiatives President Schott may wish to pursue will be funded from the 
S&S budget.   
 
After Trustee Hennion and Chair Nicholson identified mathematical errors in the draft 
budget, discussion ensued on what may have caused such errors.  Chair Nicholson 
advised that there was still work to be done on the budget before the next meeting. 
 
Review of Pro Forma 
Mark Denney said the ending fund balance for 2019 is estimated to be 11.2 percent.  
Using that fund balance and looking at future years, there would be around a 10 percent 
fund balance in the next biennium, which is lower than President Schott desires.  SOU 
must, therefore, continue to grow enrollment and manage expenditures. Mr. Denney said 
he has not built in any costs, savings or revenue from proposed initiatives because it is 
not yet known which initiatives will be implemented.   
 
Ongoing Financial Performance Metrics 
Greg Perkinson mentioned his work with the HECC on financial stress testing.  Not all 
of his peers are on board with what the HECC is doing.  He believes the HECC will have 
the opportunity to collaborate more with the universities’ vice presidents for finance and 
administration to develop a sense of the benefit of sharing university data and how it 
will be integrated into decision processes.   
 
Returning to the budget, Chair Nicholson said the trustees with the strongest financial 
understanding are on the committee and expressed concern for the other trustees when 
the budget is presented for approval.  He recommended having a generalized narrative 
about major changes taking place in the budget and spelling out the connection between 
the budget and the strategic plan.   
 
Future Meetings  
This agenda item was not covered in the meeting. 
 
Adjournment  
Chair Nicholson adjourned the meeting at 5:27 p.m. 
  

36



Amendment to Student Incidental Fee
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What is Changing?

Incidental SCC = Incidental Fee dedicated to support the Schneider 
Children’s Center

Current Mandatory Fee Schedule, based on March 2018 Board Action
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Due to the University’s decision to close the Schneider Children’s 
Center, ASSOU held a special election to remove that portion dedicated 
to supporting the Center from the approved 2018-19 Student Incidental Fee

Why is it Changing?
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If approved, the new 2018-19 
Mandatory Fee schedule will be: 
― Total Student Incidental Fee will go from $358/term to $345/term 

[$332 (incidental base) + 13 (green tag)]
― Total Mandatory Fees will go from a maximum of $638/term to $625/term

This will be effective Fall 2018
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Questions?
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Fiscal Year 2018-19 Budget
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FISCAL YEAR 2018‐19 BUDGET SUMMARY 
 

June 22, 2018 
 

Overview. Goals of the Budget   

The 2018‐19 Budget incorporates reserve funding for the University to enable implementation of ‘immediate 

priorities’ from the Strategic Plan.  Inherent in the new budget is the incorporation of Enterprise Risk 

Management, Corrective Actions (from Internal Audits), and the implementation of Institutional Effectiveness.  

This transition includes a sharper focus on new initiatives the university identified, and also what the university 

will no longer do.  However, to the extent that it can, the 2018‐19 budget attempts to create capacity for the full 

implementation of the strategic plan through accomplishing the following:  

 Maintaining strong ending fund balances, thereby creating capacity for the future  

 Validating submitted budgets, ensuring they support the direction of the Strategic plan,  

 Using data to inform decision making and validate planning 

In total, the 2018‐2019 Fiscal Year budget for SOU is $86,066,121 inclusive of Education and General (aka 

budgeted operations) in the sum of $65,210,486; an auxiliaries budget in the sum of $16,427,493; and designated 

operations in the sum of $4,428,142.  

Connection between the Budget and implementation of the Strategic Plan   

Budgets are not strategic tools.  They are by nature operational, primarily focused on the next year’s plan and all 

of the detailed elements necessary for a complex operation such as the university.  The link between the 

operational (budget) and strategic (strategic plan) is the prioritization of operations, establishment of strategic 

fund balance goals that enable the capacity to implement the strategic plan, and the forward looking capability of 

the financial pro forma that is directly linked to the Budget.   

Budget Detail   

The Budget includes several key elements of Operations:  Revenue, Expenditures, Transfers between operations, 

and finally, ending balances.  They are briefly detailed here:  

Revenues  

The primary elements of Revenue for SOU are: 1) Tuition and Fees, 2) State Support, and 3) Miscellaneous Other 

Revenue.  Depending on the Operations, Education and General, Designated or Auxiliary, each of these revenue 

categories plays a greater or lesser percentage of the total revenue for that operational area.   

  Tuition.  Tuition rates are increasing 4.22% for undergraduate students and 2.15% for graduate students.  

Enrollment is projected to increase overall by 2.3%.  When calculating tuition revenue, it is the mix of enrollment 

plus the rate increases that drives tuition revenue.  Figure 1 shows enrollment projections.  It should be noted 

that SOU’s 3 year net enrollment has been relatively flat despite overall declines in the state and nationwide for 

higher education.  This opposition to that trend due to recent recruiting success plus modest improvement in 

retention, which is why overall enrollment is projected at slightly above flat for 2019.  However, initiatives in 

online graduate students takes that flat enrollment picture to a net growth projection of 2.3%.  The combined 

impact of significant online graduate student enrollment growth, which is at a higher tuition dollar level, added to 

the 4.22% rate growth for undergraduate students, and an overall Student Credit Hour growth projection, is that 

the total projected growth in tuition dollars over the FY2017‐18 is just over 10%.  

  State Support.  The bulk of funding SOU receives from the State is allocated from the Public University 

Support Fund (PUSF) through the Student Success and Completion Model or SSCM.  It allocates the funding 

provided by the legislature to the Public University Support Fund based primarily on attendance and graduation 

of Oregon residents.  SOU, due to its large nonresident student population has historically not done well in the 

allocation model, however, initiatives directed at recruitment of rural, first generation, and other 

underrepresented students, coupled with enhanced retention initiatives are aimed at bending that trend line.     
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FISCAL YEAR 2018‐19 BUDGET SUMMARY 
 

June 22, 2018 
 

  Miscellaneous Other Revenue.  The primary sub‐categories of Miscellaneous Other Revenue are: Gifts 

and Grants, Investment Revenue, Sales and Service Revenues, Other revenues, and Internal Sales.  For Education 

and General, this category makes up only 3% of total revenue, but for Auxiliary Operations, it is more than 50% of 

total revenue, due primarily to Sales revenue in Housing.   

Direct expenditures 

SOU’s primary direct expenditures are labor and supplies and services which includes travel and capital 

equipment expenditures.   

  Labor.  In E&G Operations, labor makes up just over 80% of total expenditures.  It is lower in the other 

operations categories, but still over 50% in each.  The primary driver of labor is the cost of benefits that SOU is 

mandated to participate in.  As an example, PERS or the Oregon Public Employees Retirement System, increased 

at close to 20% in FY18 and is anticipated to continue at that rate of increases for the next several biennium.  The 

Primary cost management tool for labor is managing the efficient utilization of labor resources in the delivery of 

academic programming as well as required support programs.   

  Supplies and Services.  SOU has been successful in initially reducing and most recently holding ground on 

rising costs for S&S expenditures, but managing rising costs continues to be a challenge.  Included in the S&S 

expenditures is the cost of initiatives driving online graduate student enrollment growth.  

Inter Fund Transfers.  There are two primary reasons for transferring funds between operations:   

Support or subsidization of one program by another such as the Education and General Operations 

support of: 

o Jefferson Public Radio, in recognition of the community service mission of the university 

o Rogue Valley TV and the Student Recreation Center, in recognition of the use of Academic 

programs in those non‐academic spaces that would otherwise require the construction of 

alternate facilities 

o Athletics, in recognition for the primary recruitment and retention role played by Athletics that 

directly benefits the Education and General Operations 

Establishment and use of Reserves.  Primarily within Auxiliary Operations, programs such as Housing 

transfer money to separate funds to establish building and equipment replacement reserves.  They then transfer 

money out of those reserves when equipment purchases or significant building repairs occur.   

Ending Fund Balance 

Though no official goal for ending fund balances has been established, an industry “Best Practice” is 40% of all 

funds combined.  This enables intuitions to weather fluctuations in enrollment, reductions in state funding, and 

other unforeseen events.  It also enables institutions to have the capacity to invest and keep their operations 

relevant and serve the changing needs of their learners and the communities in which they exist.  SOU’s 

combined ending fund balance is well below 20%.  This is not dire. However it does indicate that continued effort 

on ensuring revenues exceed expenditures through strategic enrollment management, operational efficiencies, 

and investments in operations are mindfully managed in support of the strategic goals of the University.   The 

President’s goal for an Education and General ending fund balance for Fiscal Year 2018‐19 is 11%, which is the 

budgeted projection as shown in the Pro Forma, Figure 5. 
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FISCAL YEAR 2018‐19 BUDGET SUMMARY 
 

June 22, 2018 
 

Definitions and Figures 

Definitions:  Key elements of this budget   

This budget does not cover all elements of SOU, it is focused on budgeting for operations only.  Other areas such 

as Grants, Gifts, and Capital Construction will only be executed if funds are received, and according to budgets 

established at that time.  For SOU, Operations includes the following:   

 Education and General Operations (aka Budgeted Operations) 

o Those Operations designed to achieve the primary goals of the university: delivery of academic 

programs, student support programs and institutional support programs.  

o Primarily supported through Tuition and Fees and State Support 

o Figure 2 reflects the proposed 2018‐19 Education and General Budget 

 Designated Operations 

o Those Operations that have been designated as a vital service the university provides, but 

outside of our primary academic and academic support programs  

 Such as continuing education programs that do not generate academic credits  

o Primarily supported through Tuition and Fees 

o Must be self‐supporting – Education and General Operations cannot support 

o Figure 3 reflects the proposed 2018‐19 Designated Operations Budget 

 Auxiliary Operations 

o Those Operations that support the vitality and experience of our Students, and are critical to 

their success at SOU, but are outside the primary academic and academic support mission.  

o Primarily supported through Mandatory or Special Fees and Sales  

o Must be self‐supporting – Education and General Operations cannot support, (with the 

exception of E&G support to Athletics) 

o Figure 4 reflects the proposed 2018‐19 Auxiliary Operations Budget 

 

 

Figure 1:  Student Credit Hours (SCH) Enrollment Projections 
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FISCAL YEAR 2018‐19 BUDGET SUMMARY 
 

June 22, 2018 
 

Figure 2:  Education and General (Budgeted Operations) proposed 2018‐19 Budget 

 

Note: figures shown for prior years are unaudited and will not align exactly with audited financial statements as they are only through period 12, where SOU’s audited financial reports are through 

period 14.  They are shown for comparision to current year and proposed budget year figures.  2018 Projected figures are effective with the April 30, 2018 Quarterly Management Report 
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FISCAL YEAR 2018‐19 BUDGET SUMMARY 
 

June 22, 2018 
 

Figure 3:  Designated Operations proposed 2018‐19 Budget 

  

Note: figures shown for prior years are unaudited and will not align exactly with audited financial statements as they are only through period 12, where SOU’s audited financial reports are through 

period 14.  They are shown for comparision to current year and proposed budget year figures.  2018 Projected figures are effective with the April 30, 2018 Quarterly Management Report 
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FISCAL YEAR 2018‐19 BUDGET SUMMARY 
 

June 22, 2018 
 

Figure 4:  Auxiliary Operations proposed 2018‐19 Budget 

 

Note: figures shown for prior years are unaudited and will not align exactly with audited financial statements as they are only through period 12, where SOU’s audited financial reports are through 

period 14.  They are shown for comparision to current year and proposed budget year figures.  2018 Projected figures are effective with the April 30, 2018 Quarterly Management Report 

  

 Figure 5: Education and General Financial Pro Forma 

 

2018 Projected figures are effective with the April 30, 2018 Quarterly Management Report 
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Recommendation: 

The board adopt the Fiscal Year 2018-2019 budget in the 
sum of $86,066,121 inclusive of :

- Education and General [budgeted operations] in the
sum of $65,210,486;

- an Auxiliaries budget in the sum of $16,427,493;
and

- Designated Operations in the sum of $4,428,142.

Today’s Action 

49



Reminder of Our Path:

• January: Budget assumption and process discussion
• March:  Tuition and mandatory fees
• March:  Enrollment projection
• April: Revenue projection, based on rate/ 

enrollment
• May: Draft budget, ending fund balance guidance
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Tuition and Enrollment
Projections
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New Tuition Rates Approved in 
March 2018 Meeting
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Enrollment Projections from 
March 2018 Meeting
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0.2%
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Revenue
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Tuition Revenue: Driven by Online MBA enrollment and 4.22% rate increase
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Remissions: Continuing significant growth from FY18, per TAC
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State Support: Growth in funding due to SOU beating “Average” results
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Miscellaneous Other: Minimal growth, based on trend lines
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Expenditures
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Labor = 79.3% of total expenditures

63



Pay is increasing at 4.4%, combination of COLA, Steps, YIR
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Other Payroll Expenses (OPE) make up 35.7% of total payroll
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• Other Payroll Expenses (OPE) make up 35.7% of total payroll

• OPE is increasing at 8.5%, = 35% of total expenditure growth
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Services and Supplies = 16.7% of total expenditures
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• Services and Supplies = 16.7% of total expenditures

• S&S is increasing at 14.6%
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• Services and Supplies = 16.7% of total expenditures

• S&S is increasing at 14.6%

• Primarily, due to the cost of the Online MBA
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Interfund Transfers = 4% of total expenditures
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• Interfund Transfers = 4% of total expenditures

• Transfers are increasing 14%

71



• Interfund Transfers = 4% of total expenditures

• Transfers are increasing 14%

• Primarily due to: 
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• Interfund Transfers = 4% of total expenditures

• Transfers are increasing 14%

• Primarily due to: 
o Labor increases in supported programs: Athletics/JPR
o Addition of the Student Recreation Center for Academic use

73



Summary:

• Revenue

o Tuition: Main drivers: Online MBA, 4.22% Rate increase

o Remissions: Continuing significant growth targeting high need, last mile

o State Support: Working hard to bend the curve in favor of SOU

• Labor
o Primary driver:  Other Payroll Expenses – amplified impact due labor % of 

total

• Supplies and Services
o Primary driver:  Online MBA

• Interfund Transfers
o Primary driver:  Labor cost increases, Adding Student Recreation 

Center
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Proposed Ending Fund Balance:
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Questions ???
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Southern Oregon University 
Board of Trustees 

Finance and Administration Committee 

Resolution 
Recommended Adoption of Fiscal Year 2018‐2019 Budget 

Whereas, ORS 352.102(1) provides that, except as set forth within ORS 352.102, the 
Board of Trustees may authorize, establish, collect, manage, use in any manner and expend all 
revenue derived from tuition and mandatory enrollment fees;  

Whereas, ORS 352.107(1)(a) provides that the Board of Trustees may acquire, receive, 
hold, keep, pledge, control, convey, manage, use, lend, expend and invest all moneys, 
appropriations, gifts, bequests, stock and revenue from any source;  

Whereas, ORS 352.107(1)(i) provides that the Board of Trustees may, subject to 
limitations set forth in that section, spend all available moneys without appropriation or 
expenditure limitation approval from the Legislative Assembly; and 

Whereas,  ORS  352.107(2)  requires,  and  the  Finance and Administration Committee 
finds,  that  the  budget  of  the  Southern  Oregon  University  is  prepared  in  accordance  with 
generally accepted accounting principles; Now, therefore,    

Be it resolved, the Finance and Administration Committee of the Board of Trustees has 
conducted a thorough review and recommends the board adopt the Fiscal Year 2018‐2019 
budget in the sum of $86,066,121 inclusive of Education and General [budgeted operations] in 
the sum of $65,210,486; an auxiliaries budget in the sum of $16,427,493; and designated 
operations in the sum of $4,428,142.  

VOTE:  
DATE: June 21, 2018 

Recorded by the University Board Secretary: 

 ___________________________________________  
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Investment Update
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Report on Investments – as of March 31, 2018 

Market Background  
(Provided by Callan Associates, Oregon Investment Council consultant) 

Macroeconomic Environment 
Rumors of the death of market volatility have been greatly exaggerated… 

One month into the new calendar year, it seemed as though markets were lining up for another torrid quarter 
of stock market performance; 2018 saw the biggest January gain since 1997. Market participants continued 
to digest another dose of impressive quarterly earnings, the profit-enhancing impact of the Tax and Jobs Act, 
and a host of other positive economic data in the U.S. and abroad. Likewise, across global bond markets, 
global sovereign yields rose with expectations of monetary policy normalization by major central banks (the 
Bank of Japan and European Central Bank in particular), while corporate credit markets outperformed given 
the positive global economic environment. However, much changed during the first week of February; a 
sharp correction in global markets accompanied a spike in volatility, seemingly triggered by an accumulation 
of data that reflected a shift in investors’ inflation expectations. The S&P 500 Index posted its first monthly 
loss (-3.7%) and largest weekly decline (more than 10%) since January 2016, while the Chicago Board of 
Exchange Volatility Index (VIX) soared to its highest level since August 2015. Volatility was exacerbated by 
anxiety about overly optimistic sentiment, de-risking on the part of systematic investors, and accelerating 
wage growth. Other noteworthy events and activity on the economic and political fronts included: a new and 
larger than anticipated spending bill in the U.S.; talk of tariffs and fear of potential trade wars; volatility 
within the Master Limited Partnership (MLP) sector following changes in tax treatment by Federal Energy 
Regulatory Commission (FERC); further deterioration of relations between Russia and U.S.; a more hawkish 
tone by global Central Banks; and continuing changes within the Trump Administration’s cabinet, as Veteran 
Affairs Secretary David Shulkin, Secretary of State Rex Tillerson, and the National Economic Council 
Director Gary Cohn all vacated key offices during the quarter. 

Despite the market gyrations experienced during parts of the first calendar quarter of 2018 U.S. economic 
data continued to support the view of a relatively healthy, steadily growing economy. Fourth calendar quarter 
Gross Domestic Product (GDP) in the U.S. was revised upward by 40 basis points, from 2.5% to 2.9%, and 
the unemployment rate sunk further to 4.1%—the lowest since 2000. Inflation notched higher but has still 
remained surprisingly low given the length of the current economic expansion and the degree of tightness in 
labor markets. Estimates for Personal and Disposable Personal Income both increased by 0.4% in February. 
On the corporate earnings front, the market appears to anticipate another year of strong earnings per share 
growth (~20% according to Institutional Broker’s Estimate System in February), due in some part to the 
recent tax cuts. The National Association of Realtors’ March report offered more supportive data: existing 
home sales bounced back in February after two straight months of declines, with sales now 1.1% above a 
year ago. Souring the mostly good news through the first three months, President Trump signed a 
memorandum targeting up to $60 billion in Chinese goods with tariffs over what his administration says is 
misappropriation of U.S. intellectual property, in addition to tariffs on steel and aluminum imports. 
Additional headwinds included expectations of continued rate hikes (two to three by calendar year end), 
popular companies drawing the ire from the administration (e.g., Facebook, Amazon, Tesla), and continued 
political tensions with Russia and North Korea. 
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Overseas, economic activity across the euro zone remained solid throughout the first calendar quarter, though 
stock market performance was weak in local currency terms. Euro area GDP growth continued to hover 
above 2%, unemployment still trended lower (8.6% as of January 2018), and credit growth continued to 
expand while inflation remained manageable at just over 1% as of February. However, lingering political 
risks remain in place, including uncertainty around Italy’s ability to manage coalition talks as well as 
ongoing British Exit (Brexit)-related negotiations between the United Kingdom (U.K.) and European Union. 
In Japan, labor markets continued to tighten, wage growth modestly ticked up, and inflation remained 
tempered. Many market participants expect a GDP boost from 2020 Tokyo Olympics-related spending in the 
coming quarters. In China, where the government continues to target growth of around 6.5% with a 
somewhat tighter fiscal stance, the market remained focused on the country’s ability to balance much-needed 
supply-side reform (including an effort to reduce excess capacity in certain segments of the economy and 
debt levels) without disturbing continued growth. Growing trade-related tensions between the U.S., China 
and other global trade partners is a key issue to monitor in the near term. 

Equity Market Results 
Volatility returned to the equity markets in February and March, spurred by an unexpected uptick in wage 
gains, geopolitical tensions, and the looming threat of a trade war. The S&P 500 Index saw six days of 
movements greater than 2% during the quarter versus zero 2% swings in all of 2017. The Index fell 0.8%, its 
first quarterly loss since 2015. This modest loss belied volatile intra-quarter results where the S&P 500 
reached a record high on January 26, then fell about 8% to close the quarter. Volatility, as measured by the 
VIX, spiked 116% on Feb 5 when the market sank 4%, marking the biggest jump ever recorded—albeit from 
historically low levels. In this environment, performance across styles and sectors was mixed. Growth 
continued to outperform value (Russell 1000 Growth: +1.4% Russell 1000 Value: -2.8%) across the 
capitalization spectrum. Small caps outperformed large in both the value and growth spaces. With respect to 
sectors, Consumer Staples and Telecommunications both fell over 7% for the quarter while Consumer 
Discretionary and Technology posted gains of more than 3%. Amazon (+24%) and Netflix (+54%) were key 
drivers in Consumer Discretionary. Amazon and Microsoft were the top contributors in the quarter and added 
a meaningful 73 basis points to the total return of the S&P 500. 

Meanwhile, developed non-U.S. equity market returns were helped by U.S. dollar weakness. The dollar has 
been hurt by growing worries over a trade war with China as well as signs that rates may be poised to rise in 
other countries as global economies improve. The yen was the best performing currency among developed 
markets, hitting a 17-month high as worries over trade policy spurred demand for the safe-haven currency. In 
local terms, Japan’s equity benchmark fell nearly 6%, but the strength of the yen brought returns in U.S. 
dollar terms to +0.8%. Likewise, Brexit woes sank the local U.K. market (-8%) but the pound's appreciation 
versus the dollar offset a good portion of the loss for U.S. investors (-4%). Overall, the Morgan Stanley 
Capital Indices (MSCI) Europe, Australasia, Far East fell 4.3% in local terms, but only lost 1.5% in U.S. 
Dollar terms. Emerging markets performed relatively well (+1.4%), though there was wide dispersion among 
individual countries: Poland and India fell roughly 8% and 5%, respectively, China posted a modest gain (+ 
1.8%), and Russia and Brazil were up 9% and 12%, respectively. 

Fixed Income Market Results 
Through the first two months of the first calendar quarter, the 10-year U.S. Treasury yield marched steadily 
higher on the heels of positive economic data, only to fall through March as equity market weakness and 
concerns over a looming trade war pushed yields lower. The new Federal Reserve Chair, Jerome Powell, 
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announced his first (widely expected) rate hike in March, raising the Federal Funds rate to 1.50 – 1.75%. 
Investors are projecting another two hikes this calendar year, and three to four more in calendar year 2019. 
The 10-year U.S. Treasury yield climbed to a peak of nearly 3% during the quarter before closing at 2.74%, 
34 basis points higher than at calendar year-end. Two-year U.S. Treasury yields rose nearly 40 basis points to 
their highest level since 2008, closing the quarter at 2.27%.  The Bloomberg Barclays U.S. Aggregate Index 
fell 1.5%, with corporate and securitized sectors underperforming Treasuries for the first time in many 
quarters. High yield corporates suffered outflows and the Bloomberg Barclays High Yield Index fell 0.9%. 
The S&P/Loan Syndications and Trading Association Leveraged Loan 100 Index benefited from higher rates 
and rose 1.4%. Conversely, Developed non-U.S. fixed income market returns were also buoyed by U.S. 
dollar weakness. Generally, currency movements drove global fixed income returns more than interest rate 
changes in the first calendar quarter, as seen by the return differential in the hedged and unhedged versions of 
the Bloomberg Barclays Global Aggregate Index (-0.1% and +1.4%, respectively). Credit underperformed 
government bonds and local currency emerging market debt was a top performing asset class in the first 
calendar quarter (JP Morgan Global Bond Emerging Market Global Diversified Index: +4.4%). U.S. dollar-
denominated emerging market debt did not perform as well (JP Morgan Global Diversified Index: -1.7%) as 
spreads widened in sympathy with the broader risk-off environment. Finally, municipal bonds 
underperformed Treasuries in the first calendar quarter in spite of shrinking supply and continued inflows to 
the sector. As a result, the ratio of the yield of AAA rated 10-year municipals relative to the 10-year U.S. 
Treasury climbed to 89% as of quarter-end, up from 81% at calendar year-end 2017. The Bloomberg 
Barclays Municipal Bond Index lost 1.1% and the shorter duration 1-10 Year Blend fell 0.7%. 

Other Asset Results 
Commodities were among the top-performing major asset classes in the first calendar quarter of 2018 as 
strong grain and crude-oil prices offset weak livestock and base metal performance. Despite the strength of 
Energy commodities (+4.8% for the Energy component of the Goldman Sachs Commodity Index), energy-
related equities (S&P Energy sector) were down nearly 6% in the first calendar quarter. Across other sub-
sectors, agriculture was the largest contributor during the quarter, led by corn, soybeans, and wheat. 
Meanwhile, precious and industrial metals were about flat, but with wide dispersion (steel was up 33% on 
strong demand, while palladium, copper, and aluminum were down between -8% and -12%). Both listed 
infrastructure and real estate suffered negative returns (DJ-Brookfield Global Infrastructure Index: -5.3%, 
MSCI U.S. REIT Index: -8.4%) throughout the quarter as higher yields and prospects of more rate hikes 
ahead weighed on these and other rate-sensitive assets. The midstream infrastructure space felt a double 
whammy (Alerian MLP Index: -11.1%) from rate hike concerns and a negative ruling by FERC on March 
14, which led to a widespread sell-off across the sector. Meanwhile, Treasury Inflation Protected Securities 
(TIPS) outperformed nominal Treasuries in the first calendar quarter, with the Bloomberg Barclays U.S. 
TIPS Index returning -0.8%.  

Closing Thoughts 
Reflecting on these last three months, the environment and general mood in the market appear to have shifted 
to a more cautious state.  The broader, macro-oriented stories on which we and many other investors are 
watching closely include elevated tensions between the U.S. and other, key global trade partners (China chief 
among them), the pace of rises in both domestic and global interest rates and inflation, the return of equity 
volatility, currency trends (i.e. continued USD weakening, yen appreciation) as well as further policy 
normalization by global central banks.  While doing so, we continue to suggest that investors temper return 
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expectations, maintain a long-term perspective, and adhere to prudent asset allocation with appropriate levels 
of diversification. 

 
Public University Fund  
(Prepared by the Public University Fund Administrator) 

The Public University Fund (PUF) declined 0.1% for the quarter and gained 0.5% fiscal year-to-date through 
March 31, 2018. The PUF’s three-year average total return was 1.3%. 

The Oregon Short-Term Fund (OSTF) returned 0.5% for the quarter and 1.2% fiscal year-to-date, 
outperforming its benchmark by 10 and 30 basis points, respectively. The Core Bond Fund declined 0.8% for 
the quarter and declined 0.5% fiscal year-to-date, outperforming its benchmark by 10 basis points during 
both periods. In April, Oregon State Treasury fixed income portfolio manager, Tom Lofton, conducted a 
quarterly performance review with university staff. Mr. Lofton discussed the OSTF’s favorable sensitivity to 
rising short-term interest rates. Daily, the OSTF portfolio managers are reinvesting proceeds from maturing 
securities into new securities with higher coupons, resulting in rising investment income yields for investors. 
The annualized yield for the Oregon Short-Term Fund was 2.1% as of March 31, 2018, rising 80 basis points 
during the trailing 12 month period. 

The PUF Administrator invested $45 million of excess liquidity into the Core Bond Fund during the quarter.   

During the quarter, investment earnings distributed to Southern Oregon University totaled $126,438. The 
market value of SOU’s allocable share of the PUF was $25,322,225 on March 31, 2018. 

 Southern Oregon University Endowment Fund 
(Prepared by USSE Staff) 
 
The SOU Endowment Fund declined 1.0% for the quarter and gained 8.0% fiscal year-to-date, in line with its 
policy benchmark for the quarter and outpacing its benchmark by 90 basis points, fiscal year-to-date. The 
Fund ended the quarter with a balance of $2.5 million. 

The majority of the Fund’s assets (77%) are allocated to a global equity index strategy while 23% of the 
portfolio is allocated to an “actively” managed fixed income fund. For the three months ended March 31, the 
Western Asset Core Plus Bond Fund returned negative 1.4%, outperforming the Bloomberg Barclays U.S. 
Aggregate Bond Index by 10 basis points. The Blackrock All-Country World Index performed in line with its 
benchmark, down 0.9% for the quarter.  
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Future Meetings
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Adjournment
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