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OFFICE OF THE BOARD OF TRUSTEES
Public Meeting Notice

February 14, 2019

TO: Southern Oregon University Board of Trustees, Finance and Administration
Committee

FROM: Sabrina Prudhomme, 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 including a review of the
committee’s financial dashboard and updates on strategic planning and budget forum
events, Higher Education Coordinating Commission, and other general topics. There
will be updates on student incidental fees; the Tuition Advisory Council’s process and
progress; state funding; as well as SOU’s baseline budget including a review of the pro
forma.

The meeting will occur as follows:

Thursday, February 21, 2019

4:00 p.m. to 5:30 p.m. (or until business concludes)
Hannon Library, DeBoer Room, 3 Floor, Room #303
Visit governance.sou.edu for meeting materials.

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.

ChurchillHall, Room 107 = 1250 Siskiyou Boulevard < Ashland, Oregon 97520-5015

(541)552-8055 = governance.sou.edu < trustees@sou.edu
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Call to Order / Roll / Declaration of a Quorum
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Board of Trustees
Finance and Administration Committee Meeting

Thursday, February 21, 2019
4:00 p.m. — 5:30 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 Sheila Clough
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 Clough
2 Public Comment
5 min. 3 Consent Agenda
3.1 Approval of January 17, 2019 Meeting Minutes Chair Clough
10 min. 4 Vice President’s Report Greg Perkinson, SOU, Vice
President for Finance and
Administration

4.1 Committee Dashboard
4.2 Strategic Planning and Budget Forum Events

4.3 HECC Update

4.4 Other General Updates

5 Action, Information, and Discussion Items
15 min. 5.1 Update on Student Incidental Fees Greg Perkinson
20 min. 5.2 Tuition Advisory Council Process and Progress Dr. Susan Walsh, SOU,
Provost; Greg Perkinson
25 min. 5.3 State Funding Update Greg Perkinson

15 min. 5.4 Update on Baseline Budgets and Pro Forma Greg Perkinson



Board of Trustees
Finance and Administration Committee Meeting

Thursday, February 21, 2019
4:00 p.m. — 5:30 p.m. (or until business concludes)
DeBoer Room, Hannon Library
AGENDA (Continued)
5.5 Future Meetings Chair Clough

6 Adjournment Chair Clough
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Board of Trustees of Southern Oregon University
Finance and Administration Committee Meeting
Thursday, January 17, 2019

MINUTES

Call to Order/Roll/Declaration of a Quorum
Committee Members:

Sheila Clough Present Shanztyn Nihipali  Absent
Les AuCoin Present Bill Thorndike Present
Shaun Franks Present Steve Vincent Present

Megan Davis Lightman Present

Chair Sheila Clough called the meeting to order at 4:00 p.m. in the DeBoer Room of the
Hannon Library. The secretary recorded the roll and a quorum was verified.

Public Comment
There was no public comment.

Vice President’s Report
Committee Dashboard
Greg Perkinson reviewed the financial dashboard included in the meeting materials.

HECC Update

Greg Perkinson highlighted key issues at the Higher Education Coordinating
Commission (HECC), including: criteria for tuition increases greater than 5 percent;
HECC’s initiative to develop a 10-year strategic capital improvement plan, HECC-
approved capital improvement projects along with HECC’s proposed strategic pause on
capital improvement advocacy; and the development of a working group to improve the
allocation methodology for funding capital improvements.

Tuition Advisory Council Update

Greg Perkinson said the Tuition Advisory Council (TAC) has been formed and its first
meeting was in December. The TAC will provide a recommendation to the president on
tuition rates.

Other Finance and Administration Updates
Greg Perkinson provided an update on SOU’s three capital projects that have been
approved for funding: the boiler project, Britt Hall and Central Hall.

Turning to CliftonLarsonAllen’s independent auditors’ report, Mr. Perkinson said the
audit was “clean.” There were no findings this year and the auditors documented
resolution of last year’s finding.

Mr. Perkinson provided an update on new staff members, the vacancy of the Associate
Vice President for Budget and Planning, and his decision to reassess the accounting
reorganization plan.



With the decline in enrollment, Mr. Perkinson said the resulting decrease in student
fees will be studied and options explored. He also discussed the impact reduced student
fees will have on the student recreation center. Trustees asked Mr. Perkinson to bring
the item back to the committee at its next meeting for a more thorough discussion.

Consent Agenda
Trustee Thorndike moved to approve the consent agenda, as presented. Trustee
AuCoin seconded the motion and it passed unanimously.

Information and Discussion Items

Pension Overview and Total Pension Liability

Greg Perkinson reviewed SOU pension information as presented in the materials. He
said SOU receives its PERS liability information directly from the state and that SOU’s
liability is approximately $30 million. The vulnerability is escalating costs beyond the
university’s control. Trustee Thorndike stressed that any solution to the escalating
costs must be a state-wide solution since PERS is a legislatively-mandated system.

State Funding for the 2019-21 Biennium

Greg Perkinson said tuition and fee costs have shifted from state support onto students.
He compared revenue sources and tuition rates over the past ten years, showing the
relatively flat rate of state support and the increasing cost of tuition. Comparing SOU’s
revenue and expenses, Mr. Perkinson said SOU has been doing the right things
operationally in the past five years, resulting in revenue exceeding expenses.

He then compared the governor’s recommended budget (GRB) and investment plan,
and the impacts of both of these scenarios on higher education funding, student
affordability, cost controls, financial stability, access and equity, student success, and
the ability to make new investments. Much discussion ensued on potential
consequences if the GRB were adopted versus the political maneuvering that would be
necessary to create possible solutions.

Mr. Perkinson described the impact of different funding levels on tuition increases,
SOU’s ending fund balance, and operating revenue. He also discussed two key risks,
first that the Governor is asking boards to set tuition rates based on a hypothetical budget and
second, that the board decides tuition before a state budget is approved.

Review of Pro Forma and Budget Assumptions

As presented in the materials, Mr. Perkinson reviewed the assumptions SOU is using
to develop the budget; he also reviewed the pro forma. Mr. Perkinson analyzed varying
increases to the public university support fund and the effects on tuition as well as
SOU’s fund balance. Mr. Perkinson mentioned the possibility of a one-time transfer up
to $1 million from a legacy plant fund to SOU’s Education and General fund.

Future Meetings
The next regularly scheduled committee meeting will be on February 21.

Adjournment
Chair Clough adjourned the meeting at 5:43 p.m.



Vice President’s Report




Southern OREGON Financial Dashboard
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Summary Listing of Key
HECC Issues
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https://www.oregon.gov/highered/about/Pages/current-materials.aspx

1. Funding and Achievement Subcommittee

— Detailed presentation by HECC’s Contractor regarding
scope and issues related to 10-year Strategic Capital
Improvement Plan

— Robust discussion afterward regarding demographics,
capacity, space utilization, facility condition, etc.

2. Full Commission (for situational awareness only):
— Governor’s discussion with HECC
— Other

12



HECC 10-year Strategic Plan Process
(as presented to the HECC on Feb 6th)

Southern
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Update on Student Incidental Fees




Student Fee Workbook

Enables ‘what if’ scenarios and allocation of revenue JORECON

Prior Incidental Fee Rate $345.00
Proposed (Rounded) Rate $362.00

Projected Revenue
surplus/(Shortfall)

Sub-Committees
Athletic Adivsory Council {AAC)
Educational Activities Advisary Council (EAAC)
Student Union Advisory Council {SUAC)

Roll Forward

Southern

Propaosed change in rate

Rounding No Rounding

4,239,512 68 &4,242 44170 -1%|Change in enrollment

6,468.04 6,468.04 < Goal, get this to zero, within $5-10K
0.00% h Initial Decrease Scenaric

FY20 Target General FY20 Target Decrease
FY19 Adopted COLA 58S Adjustments Budget Decrease  Decrease Budget Initial Scenarioc
141307400 56,756.00 0.00 1,469,830.00 7% [95,538.95) 1,374 29105 4 0% -2 7%
735,785.00 6,068.00 0.00 D.DD‘ 741,853.00 7% [48,220.44) 693,632.56 0.8% -5.9%
1,813,308.00 33,128.00 0.00 1,846 526.00 7% (120,024.19) 1,726,501.81 1.8% -4.8%
3,962,257.00 95495200 0.00 0.00 4 058,209.00 (263,783.59) 3,794 42547 24% -4.2%

3,962,257.00

Adjustments to prior year budget
Labor COLA
5&S Inflation
Student Aid inflation
Decrease in allocations

Other Commitments
Equipment Reserve
Environmental Affairs (Green Tag)
SFC Emergecy Reserve
Building Reserve
Incidental Fee Reserve
Total Funds needed:

Schneider Child Care Center closed

95,952.00 < 3% for Admin, 5.75% for Classified, 4.65% for Student Labor, 5% for Medical, all oth flat
0.00 <2 25% for inflation
0.00 «=5% increase to Stipends

(263,783.59)

3,794,425.42

12,000.00 <current bal: 573K, goal was 512K per year, whats big goal?
166,604.00 < set baszed on projected enrollment

37,944.25 <essentially same as fee reserve, consider not allocating everything out

25,000.00 <current balance: $209K

200,000.00 <current balance: -5165K, projected to fall another -$300-500k short

4,235973.67

(164,817.00)

15



Tuition Advisory Council
Process and Progress




High-level Outline of Status w/ TAC
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TAC was formed in Dec 2018; has met four times

Internal Auditor assessing TAC process against HB 4141

Still focused on building a basic foundation
— Revenue

— Income
— [State funding (and GRB)]

What'’s next? Working with the proforma to understand levers
(what variables we can influence to drive/improve stability)
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State Funding Update




Assessment — The Timing isn’t Normal

Normally...

Spring 2019 —
set tuition and
fees

March —
Budget
developed, and
presented to
Board'’s
Finance
Committee for
info / feedback

May 2019 —
present
proposal to
President, and
Board'’s
Finance
Committee

June 2019 -
Board
approves SOU
Budget

July 2019 -
Financial Close-
out

...although it’s not going to be normal

Southern
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Sept 2019 -
Start Academic
Year

19



Instead, Timing is a Challenge

Southern

Timing risk - Governor is asking Board to set tuition rates before gucon
state budget is approved / authorized

Spring 2019 June 2019 - July — Sep:
— set tuition SOU Budget HECC review
and fees approval if >5%
May 2019 - resource July 2019 - Jan 2020 -
package firms up; Legislature Ballot
pre-coordinate tuition approves referendum
increase with HECC budget

Base GRB may drive double digit tuition increases at SOU and
reduce Ending Fund Balance from $7M to < $4M
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Update on Baseline Budgets and Pro Forma




Fiscal Year 2020 Cost Drivers - 30
(Increases over FY 2019) w
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PROJECTED
COST DRIVER FY20 COST

INCREASES

Faculty, Staff and Admin

Salary & Wages $984,000 For employees paid with E&G funds only

Assumed annual increase of 5%

. Positive note: Current FY19 experienced NO Growth
Medical Costs $372'OOO primarily due to employees opting for less expensive
plan
. Based on new PERS rates releases by PERS board in Fall
Retirement Costs $629,000 >018 Y
. . Increases to utilities, insurance, debt for buildings,
Institutional Expenses $288,000 &

assessments and leases

Minimum Wage Increases S74,000 Increases per State of Oregon to $11.25/hr

Total Projected FY20 Cost

Increases @ GRB $0: $2.35M
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Cost Drivers — Budget Perspective %’
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FY20 Cost FY20 %
Increase Increase

COST DRIVER FY19 Base

Faculty, Staff and Admin

(0)
Salary & Wages $33,203,000 $984,000 2.9%

Medical Costs $7,454,000 $372,710 5.0%
Retirement Costs $7,608,000 $629,000 8.3%
Institutional Expenses $10,849,000 $288,000 2.7%
Minimum Wage Increases $1,576,000 S74,070 4.7%
Totals: $60.7M $2.35M 3.87%
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FY20 Budget Challenge for E&G l
FY19 Projected Deficit: $2.7TM .-
(based on declining enrollment/revenues)

FY20 Cost Drivers: $2.35M

(from previous chart)

Decrease in allocation (FY20): § .8M

Total Budget hole to fill: $5.85M




How Do We Control Costs? =

 Salaries are “protected” -we can (and do) keep vacancies open

* OPE (retirement and medical) is out of our direct control/
cannot be changed by SOU

e S&S has a lot of “must pay” bills

25



How Can We Generate More
Revenue?
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One way 1s to improve enrollment

* Enrollment is a function of:
1. New students (recruitment)
2. Continuing students (retention)

3. "The Mix" (residents, non-residents, etc.)




Enrollment Snapshot (Headcount) %’

Southern

o e o
New Freshmen -13.7%
New Transfers 547 432 -21%
Continuing Students 3028 2891 -4.5%
Total 4322 3968 -8%
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Fall 19 Snapshot (Applications) llJ

Total Fall Applications By Week By Year
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Fall 2019 Snapshot (Confirmations)
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Total Fall Confirmations (FR & TR)

160

—-2017 -=-2018 2019
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Future Meetings




Adjournment
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