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REPORT OF INDEPENDENT AUDITORS

To the Council Members
Council on Postsecondary Education
Frankfort, Kentucky

Report on the Audit of Financial Statements

Opinions

We have audited the accompanying financial statements of the governmental activities, each major
fund, and the aggregate remaining fund information of the Council on Postsecondary Education (the
“Council”), as of and for the year ended June 30, 2025, and the related notes to the financial statements,
which comprise the Council’s basic financial statements as listed in the table of contents.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, each major fund, and the aggregate
remaining fund information of the Council, as of June 30, 2025, and the respective changes in financial
position for the year then ended in accordance with accounting principles generally accepted in the
United States of America.

Basis for Opinions

We conducted our audit in accordance with auditing standards generally accepted in the United States
of America and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States. Our responsibilities under those
standards are further described in the Auditor's Responsibilities for the Audit of the Financial
Statements section of our report. We are required to be independent of the Council and to meet our
other ethical responsibilities in accordance with the relevant ethical requirements relating to our audit.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinions.

Change in Accounting Principles

As discussed in Note 2 to the financial statements, the Council adopted Governmental Accounting
Standards Board Statement No. 101, Compensated Absences and Statement No. 102, Certain Risk
Disclosures, in 2025. Our opinion is not modified with respect to these matters.




To the Council Members
Council on Postsecondary Education
Frankfort, Kentucky

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with accounting principles generally accepted in the United States of America, and for the
design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

In preparing the financial statements, management is required to evaluate whether there are
conditions or events, considered in the aggregate, that raise substantial doubt about the Council's
ability to continue as a going concern for twelve months beyond the financial statement date, including
any currently known information that may raise substantial doubt shortly thereafter.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report
that includes our opinions. Reasonable assurance is a high level of assurance but is not absolute
assurance and therefore is not a guarantee that an audit conducted in accordance with generally
accepted auditing standards and Government Auditing Standards will always detect a material
misstatement when it exists. The risk of not detecting a material misstatement resulting from fraud is
higher than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control. Misstatements are considered material if there
is a substantial likelihood that, individually or in the aggregate, they would influence the judgement
made by a reasonable user based on the financial statements.

In performing an audit in accordance with generally accepted auditing standards and Government
Auditing Standards, we:

e Exercise professional judgement and maintain professional skepticism throughout the audit.

e |dentify and assess the risks of material misstatement of the financial statements, whether due
to fraud or error, and design and perform audit procedures responsive to those risks. Such
procedures include examining, on a test basis, evidence regarding the amounts and disclosures
in the financial statements.

e Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the Council's internal control. Accordingly, no such opinion
is expressed.

e Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of
the financial statements.

e Conclude whether, in our judgement, there are conditions or events, considered in the
aggregate, that raise substantial doubt about the Council’s ability to continue as a going
concern for a reasonable period of time.




To the Council Members
Council on Postsecondary Education
Frankfort, Kentucky

We are required to communicate with those charged with governance regarding, among other
matters, the planned scope and timing of the audit, significant audit findings, and certain internal
control related matters that we identified during the audit.

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis on pages 5 through 15, the schedule of proportionate share of
the net pension liability and the schedule of pension contributions on pages 58 through 59, the
schedule of proportionate share of the net Other Postemployment Benefits (OPEB) liability and the
schedule of OPEB contributions on pages 60 through 61, the budgetary comparison information on
pages 62 through 68, and notes to the required supplementary information on pages 69 through 74,
be presented to supplement the basic financial statements. Such information is the responsibility of
management and, although not a part of the basic financial statements, is required by the
Governmental Accounting Standards Board, who considers it to be an essential part of financial
reporting for placing the basic financial statements in an appropriate operational, economic, or
historical context. We have applied certain limited procedures to the required supplementary
information in accordance with auditing standards generally accepted in the United States of America,
which consisted of inquiries of management about the methods of preparing the information and
comparing the information for consistency with management's responses to our inquiries, the basic
financial statements, and other knowledge we obtained during our audit of the basic financial
statements. We do not express an opinion or provide any assurance on the information because the
limited procedures do not provide us with sufficient evidence to express an opinion or provide any
assurance.

Supplementary Information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the Council’s basic financial statements. The accompanying schedule and notes
to the schedule of expenditures of federal awards, as required by Title 2 U.S. Code of Federal
Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for
Federal Awards is presented on pages 85 through 87 for purposes of additional analysis and is not a
required part of the basic financial statements. Such information is the responsibility of management
and was derived from and relates directly to the underlying accounting and other records used to
prepare the basic financial statements. The information has been subjected to the auditing procedures
applied in the audit of the basic financial statements and certain additional procedures, including
comparing and reconciling such information directly to the underlying accounting and other records
used to prepare the basic financial statements or to the basic financial statements themselves, and
other additional procedures in accordance with auditing standards generally accepted in the United
States of America. In our opinion, the schedule of expenditures of federal awards is fairly stated, in all
material respects, in relation to the basic financial statements as a whole.




To the Council Members
Council on Postsecondary Education
Frankfort, Kentucky

Additional Supplementary Information

The additional supplementary information included in the accompanying schedules on pages 75
through 79 is also presented for purposes of additional analysis and is not a required part of the basic
financial statements. Such information is the responsibility of management and was derived from and
relates directly to the underlying accounting and other records used to prepare the basic financial
statements. The information has been subjected to the auditing procedures applied in the audit of the
basic financial statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the basic financial
statements or to the basic financial statements themselves, and other additional procedures in
accordance with auditing standards generally accepted in the United States of America. In our opinion,
the above referenced additional supplementary information is fairly stated, in all material respects, in
relation to the basic financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated January 15,
2026, on our consideration of the Council’s internal control over financial reporting and on our tests
of its compliance with certain provisions of laws, regulations, contracts, and grant agreements and
other matters. The purpose of that report is solely to describe the scope of our testing of internal
control over financial reporting and compliance and the results of that testing, and not to provide an
opinion on the effectiveness of the Council’s internal control over financial reporting or on compliance.
That report is an integral part of an audit performed in accordance with Government Auditing Standards
in considering the Council’s internal control over financial reporting and compliance.

Blue L G, L

Lexington, Kentucky
January 15, 2026
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MANAGEMENT'S DISCUSSION AND ANALYSIS
JUNE 30, 2025

The Council on Postsecondary Education (the Council) was established by the passage of House Bill 1
during the first 1997 extraordinary session of the Kentucky General Assembly. As a component unit of
the Commonwealth of Kentucky, the Council provides direction and oversight to Kentucky's
postsecondary education system.

This Management's Discussion and Analysis (MD&A) provides an overview of the Council’s financial
activities for fiscal year (FY) 2025. It should be read in conjunction with the basic financial statements
and accompanying notes. MD&A is required supplementary information presented before the basic
statements and is intended to help readers understand the government-wide (accrual) and fund
(modified accrual) perspectives, significant transactions, and currently known conditions.

FINANCIAL HIGHLIGHTS

e During FY 2025, the Council implemented Governmental Auditing Standards Board (GASB)
Statement No. 101, Compensated Absences, which required recognition of liabilities for unused
leave. As a result, the beginning governmental fund balance was decreased by $47,723, from
$31,055,167 to $31,007,444, and the government-wide beginning net position decreased by
$808,969 (from $10,833,068 to $10,024,099). Prior-year amounts shown in MD&A remain as
originally reported; readers should consider the restatement when comparing years. Additional
details are provided in Note 2 to the financial statements.

e The assets of the Council exceeded its liabilities at the close of FY 2025 by $7,474,079, compared
to $10,833,068 at the end of FY 2024.

e Net position decreased $2,550,020 during FY 2025, compared to the $12,206,492 decrease in FY
2024.

e As of June 30, 2025, the Council's governmental funds reported an ending fund balance of
$25,076,125, compared to $31,055,167 at June 30, 2024. These balances include strategic
investment and incentive funding programs appropriated to the Council on behalf of public
postsecondary education institutions and agency operations.

e Total fund revenues for FY 2025 were 29,148,444, representing a 40% decrease from FY 2024
revenues of $48,508,033. This decrease was primarily due to the absence of Research Challenge
Trust Fund appropriations and related federal program activity that occurred in FY 2024.

e Total fund expenditures for FY 2025 were $35,079,763, a 49% decrease from FY 2024 expenditures
of $69,449,101, reflecting the completion of major strategic investment initiatives funded in the
prior year.

OVERVIEW OF THE FINANCIAL STATEMENTS

The audit report consists of four parts:

e Management’s Discussion and Analysis (this section)
¢ Government-wide financial statements

e Fund financial statements

¢ Notes to the financial statements
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JUNE 30, 2025

Government-wide statements provide a long-term view of the Council's finances, while fund
statements focus on short-term inflows, outflows, and balances of spendable resources.
Reconciliations between the two are provided in the basic financial statements.

Government-wide Financial Statements:

The Council’'s government-wide statements (Statement of Net Position and Statement of Activities)
present the Council as one economic entity, prepared on the accrual basis. The financial statements
are designed to provide readers with a broad overview of the Council’s finances, with an emphasis on
the major funds within the governmental category.

The statement of net position presents information on all the Council’s assets, deferred outflows,
liabilities, and deferred inflows, with the difference between the two reported as net position.

The statement of activities presents information showing how the Council’'s net position changed
during the most recent fiscal year. All changes in net position are reported as soon as the underlying
event giving rise to the change occurs, regardless of the timing of the related cash flows. Thus,
revenues and expenses are reported in this statement for some items that will only result in cash flows
in future fiscal periods.

The government-wide financial statements can be found on pages 16 through 18 of this report.
Governmental Fund Financial Statements:

A fund is a grouping of related accounts used to maintain control over resources that have been
segregated for specific activities or objectives. The Council, like other state and local governments,
uses fund accounting to segregate appropriations designated for specific purposes. The Council
reports on two fund types, governmental and fiduciary.

Governmental fund statements (Balance Sheet and Statement of Revenues, Expenditures, and Changes
in Fund Balances) focus on near-term inflows/outflows of spendable resources on the modified accrual
basis; reconciliations explain differences with the government-wide statements. Under the
governmental fund type, the Council's finances are displayed by discrete program or activity that also
may be described as a fund group. The grouping of programs and discrete activities provides useful
information by using a grouping that is more easily recognized by the reader.

Because the focus of the governmental fund financial statements is narrower than that of the
government-wide financial statements, it is useful to compare the information presented in the
governmental fund financial statements with similar information presented in the government-wide
financial statements. By doing so, readers may better understand the long-term impact of the Council’s
near-term financial decisions. Both the fund balance sheet and statement of revenues, expenditures,
and changes in fund balance provide a reconciliation to facilitate this comparison. These two
reconciliations can be found on pages 20 and 22 of this report.

Fiduciary Fund Financial Statements:
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MANAGEMENT'S DISCUSSION AND ANALYSIS
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Fiduciary fund statements (Custodial funds) reports resources held for others; these are excluded from
the government-wide presentation. The Council is the trustee or fiduciary responsible for assets, which
can be used only for the trust beneficiaries per trust agreement. The Council is responsible for ensuring
the assets reported in these funds are used for their intended purposes.

All the Council’s fiduciary activities are reported in a separate statement of fiduciary net position and
a statement of changes in fiduciary net position. The accounting for fiduciary funds is much like that
used for proprietary funds. The statement of fiduciary net position and the statement of changes in
fiduciary net position can be found on pages 23 and 24, respectively of this report.

Notes to the Financial Statements:

The notes to the financial statements provide additional information that is essential to a full
understanding of the data provided in the basic financial statements. The notes to the financial
statements can be found beginning on page 25.

FINANCIAL ANALYSIS OF THE COUNCIL

Government-wide Financial Analysis:
Condensed Financial Information
Statement of Net Position

June 30, 2025 June 30, 2024

Assets:
Current $ 22,072,308 $ 21,099,550
Noncurrent 11,557,618 19,334,676
Total assets 33,629,926 40,434,226
Deferred outflows of resources 1,515,386 1,911,309

Total assets and deferrals $ 35,145,312  $ 42,345,535

Liabilities:
Current $ 7,956,475 5,760,051
Noncurrent 17,440,055 22,426,031
Total liabilities 25,396,530 28,186,082
Deferred inflows of resources 2,274,704 3,326,385

Total liabilities and deferrals ~ $ 27,671,234 $ 31,512,467

Net position (deficit):

Net investment in capital assets ~ $ (194,029) $ 73,036
Restricted 23,400,173 27,833,874
Unrestricted deficit (15,732,066) (17,073,842)

Total net position (deficit) $ 7,474,078 $ 10,833,068
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The above condensed financial information presents the Council’'s Statement of Net Position for FY
2025 and FY 2024, which support the analysis discussed above.

Current assets consist primarily of program cash and cash equivalents, due from the federal
government, intergovernmental receivables, and prepaid expenses. Noncurrent assets consist primarily
of investments, restricted investments, right-to-use subscription-based information technology assets,
and capital assets.

Current liabilities as of June 30, 2025 consist primarily of subscription-based information technology
arrangement (SBITA) obligations, accrued compensated absences, unearned grant revenue of $2.38
million, and amounts due to grantors. Unearned revenue represents resources received before
eligibility requirements were met, including $1.91 million for the Healthcare Workforce Investment
Fund and $0.47 million for other special grant initiatives. Noncurrent liabilities include the portion of
accrued compensated absences not expected to be liquidated with expendable financial resources,
the noncurrent portion of subscription liabilities, the net pension liability, and the net liability for other
post-employment benefits.

Net position is divided into three components:

e Net investment in capital assets, which represents the Council’s capital assets, net of accumulated
depreciation and subscription liabilities.

e Restricted net position, which primarily consists of cash and investments related to the Council’s
strategic trust funds and other funding programs, net of outstanding liabilities; and

e Unrestricted net position (deficit), which consists primarily of cash and investments related to the
Council’s operations and technology programs, net of outstanding liabilities.

As of June 30, 2025, net position represents the difference between assets and liabilities mentioned
above. Assets exceeded liabilities by approximately $7.5 million. Total assets and deferrals decreased
by approximately $7.2 million, primarily due to reductions in restricted investments and cash balances
following the completion of major strategic initiatives. Total liabilities and deferrals decreased by
approximately $3.9 million, reflecting lower subscription liabilities and pension-related deferred
inflows. The net position decrease of $3.36 million during FY 2025 includes the current-year operating
decrease of $2.55 million and the GASB 101 restatement of $0.81 million.

The Council's Statements of Net Position is condensed in the financial table the follows, providing a
comparative view of FY 2025 and FY 2024, which supports analysis discussed following the table.
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MANAGEMENT'S DISCUSSION AND ANALYSIS

JUNE 30, 2025

Condensed Financial Information
Statement of Activities
For the Fiscal Years Ended

Revenues:
Program revenues:

June 30, 2025

June 30, 2024

Charges for services $ 4,667,205 $ 4,446,209
Operating grants and contributions 8,719,788 16,083,978
Capital grants and contributions 428,978 482,589
State appropriations 14,056,602 25,716,173
Investment income—unrestricted 1,049,639 1,545,508
Investment income-restricted 226,232 233,576
Total revenues 29,148,444 48,508,033

Expenses:
Strategic investment & incentive

funding program 17,594,451 40,291,747
Agency operations 7,196,819 5,854,881
Federal programs 6,419,195 14,077,058
Equine industry program trust and

revolving fund 480,000 483,826
Depreciation 7,999 7,013

Total expenses 31,698,464 60,714,525

Change in net position (2,550,020) (12,206,492)
Net position, beginning of year 10,833,068 23,039,560
Restatement for GASB 101 (808,969) -0-
Net position-restated 10,024,099 -0-
Net position, end of year $ 7474079 $ 10,833,068

General Fund appropriations from the Commonwealth of Kentucky remain the primary funding source
for the Council’s activities. The Kentucky General Assembly, through the appropriations bill and other
statutory provisions, directs the use of those appropriations to specific programs and initiatives. In FY
2025, state appropriations totaled $14.1 million, a significant decrease from FY 2024 due to the
absence of one-time funding for the Bucks for Brains endowment matching program and other
strategic initiatives completed in the prior year.

Federal program revenues totaled $6.8 million, reflecting continued support for GEAR UP and other
initiatives, including the Healthcare Workforce Investment Fund. This fund was established during FY
2025 to expand healthcare education and workforce capacity through targeted grants and
partnerships. Unearned grant revenue of $2.38 million was recorded at year-end for this program and
other special initiatives, representing resources received before eligibility requirements were met.
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MANAGEMENT'S DISCUSSION AND ANALYSIS
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Appropriations and federal grants provide the Council flexibility to implement its statutory
responsibilities and strategic agenda for postsecondary education. Strategic Investment and Incentive
Funding Programs remain the primary vehicles for advancing statewide goals, supporting initiatives
such as technology infrastructure, institutional excellence, and workforce development. These
programs accounted for the largest share of FY 2025 expenditures, although overall spending
decreased significantly from FY 2024 following the completion of initiatives.

Governmental Fund Financial Analysis:

As noted earlier, the Council uses fund accounting to ensure and to demonstrate compliance with
finance-related and legal requirements. The focus of the Council’s fund financial statements is to
provide information on near-term inflows, outflows, and balances of spendable resources. Such
information is useful in assessing the Council’s financing requirements. In particular, fund balances
may serve as a useful measure of an agency's net resources available for program purposes at the end
of the fiscal year.

At June 30, 2025, total governmental fund assets were $29.7 million, compared to $33.6 million at June
30, 2024, a decrease of approximately $3.9 million. This decline primarily reflects reductions in
restricted cash and investments following the completion of major strategic initiatives.

Total liabilities increased to $4.6 million from $2.5 million in the prior year. The increase is largely
attributable to the recognition of unearned grant revenue of $2.38 million, which represents resources
received before eligibility requirements were met, including amounts for the Healthcare Workforce
Investment Fund and other special grant initiatives. Other current liabilities include accounts payable,
accrued expenses, and the current portion of compensated absences.

Ending fund balances totaled $25.1 million, down from $31.1 million at June 30, 2024. The decrease of
approximately $6.0 million includes the GASB 101 restatement of $(47,723) applied to the beginning
balance and reflects the overall reduction in program activity compared to the prior year. Fund
balances primarily consist of resources restricted for strategic investment and incentive funding
programs, technology initiatives, and other targeted programs.

The following condensed Balance Sheet table summarizes these amounts for FY 2025 compared to FY
2024 and supports the analysis discussed above.

Condensed Financial Information
Balance Sheet

June 30, 2025 June 30, 2024

Total assets $ 29,656,872 $ 33,594,749
Total liabilities $ 4,580,746 $ 2,539,581
Fund balances 25,076,126 31,055,168

Total liabilities and fund balances § 29,656,872 $ 33,594,749

10
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The following condensed Statement of Revenues, Expenditures, and Changes in Fund Balances table
summarizes these amounts for FY 2025 compared to FY 2024 and supports the analysis discussed

below.

Statement of Revenues, Expenditures, and Changes in Fund Balances
For the Fiscal Years Ended

June 30, 2025

June 30, 2024

Revenues:

State appropriations $ 14056602 $ 25716417
Federal revenues 6,801,943 14,340,914
Intergovernmental revenues 1,410,656 482,589
Other grants revenues 880,397 -0-
Charges for services 4,638,293 4,446,209
Investment earnings 1,275,871 1,779,084
Other revenues 84,682 1,742,820

Total revenues 29,148,444 48,508,033

Expenditures:

Personnel services 16,816,843 12,510,368
Other operating expenditures 3,872,607 6,288,005
Grants and subsidies 3,457,016 10,986,312
Intergovernmental expenditures 7,910,361 29,854,340
Capital expenditures -0- 6,601,436
Debt service and related costs 3,022,935 3,208,640

Total Expenditures 35,079,762 69,449,101

SBITA financing -0- 6,486,633
Net change in fund balances (5,931,318) (14,454,435)
Fund balances, beginning of year 31,055,167 45,509,602
Restatement for GASB 101 (47,723) -0-
Fund balance, restated 31,007,444 -0-
Fund balances, end of year $ 25076126 $ 310557167

Total revenues for FY 2025 were $29.1 million, a decrease of $19.4 million (40%) compared to FY 2024.
The most significant factor was a $11.7 million reduction in state appropriations, primarily due to the
absence of one-time funding for endowment matching programs such as Bucks for Brains. Federal
revenues also declined by $7.5 million, reflecting the completion of major American Rescue Plan and
Healthcare Workforce Initiative activities. Offsetting these decreases were modest increases in
intergovernmental revenues and other grant revenues, which together added approximately $1.8
million. Charges for services remained stable, while investment earnings decreased by $0.5 million due
to market conditions. Other revenues fell by $1.7 million, largely attributable to prior-year one-time
receipts.

11
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Expenditures totaled $35.1 million, down $34.4 million (50%) from FY 2024. The largest reductions
occurred in intergovernmental expenditures, which decreased by $21.9 million, and grants and
subsidies, which fell by $7.5 million, as prior-year matching payments and federal program
disbursements concluded. Personnel services increased by $4.3 million due to salary adjustments and
benefit costs, while other operating expenditures declined by $2.4 million. Debt service costs related
to subscription-based technology agreements totaled $3.0 million, consistent with scheduled
payments. No capital expenditures occurred in FY 2025.

Other expenditures represent all other operating expenses of the Council such as postage and related
services, rentals and equipment leases, supplies, travel, and dues and subscriptions, as well as
contractual obligations for the Kentucky Virtual Campus/Library databases and courier services.

The net result was a $5.9 million decrease in fund balances, compared to a $14.5 million decrease in
FY 2024, leaving an ending fund balance of $25.1 million. This decrease includes the effect of
implementing GASB Statement No. 101, Compensated Absences, which required recognition of
additional liabilities for unused leave. The adoption resulted in a $47,725 reduction to the beginning
fund balance as of July 1, 2024.

BUDGETARY HIGHLIGHTS

The Council adopts its annual budget on the budgetary basis, which differs from GAAP reporting.
Actual results are presented on this basis and reconciled to accounting principles generally accepted
in the United States of America (GAAP) in the notes. Variances between budgetary and GAAP amounts
primarily reflect timing differences, such as encumbrances and grant reimbursements, accruals, and
noncash items. See Note 5 of the Required Supplementary information for section for a detailed
reconciliation of budgetary basis to GAAP amounts.

The accompanying charts summarize actual revenues and expenditures for major funds compared to
their final budgeted amounts for each major funds. These visuals support the narrative analysis that
follows where significant variances occurred.

12
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Operations finished slightly under budget on both revenues and expenditures, consistent with normal
year-end timing of encumbrances and reimbursements.
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COUNCIL ON POSTSECONDARY EDUCATION

MANAGEMENT'S DISCUSSION AND ANALYSIS
JUNE 30, 2025

Federal Programs were under budget due to delays in federal grant reimbursements and deferred
program activity.

Technology Initiative Trust Fund exceeded revenue expectations while remaining under budget on
expenditures, reflecting project phasing.

Regional University Excellence Trust Fund and Research Challenge Trust Fund had significant under-
expenditures due to multi-year matching programs, while investment earnings created positive
revenue variances.

Healthcare Workforce Investment recognized less revenue than budgeted and incurred modest start-
up costs, as program implementation will continue in FY 2026 through FY 2030.

CAPITAL ASSETS AND LONG-TERM OBLIGATIONS

Capital Assets

The Council's long-term financial position is influenced by its capital assets and long-term obligations.
At June 30, 2025, capital assets consisted of audio/visual equipment with a cost of $80,049 and
accumulated depreciation of $15,012, resulting in a net book value of $65,037. Depreciation expense
for the year totaled $7,999. The Council also maintains subscription-based IT arrangements (SBITAs)
for Kentucky Virtual Library and related services. The net right-to-use intangible asset was $3.12 million
at year-end, and the related SBITA liability decreased to $3.21 million after principal payments of $3.02
million. Future obligations under these agreements total $3.38 million, including $3.21 million in
principal and $165,336 in interest due in FY26. In addition, the Council reported commitments of
approximately $39.6 million for strategic investment and incentive funding programs and pass-
through programs, which will be funded primarily by legislative appropriations and federal program
revenues in the subsequent fiscal year.

Pension and Other Postemployment Benefits

The Council's long-term liabilities also include pension and other postemployment benefit (OPEB)
obligations. At June 30, 2025, the net pension liability was $15.47 million, and the net OPEB liability
was $912,213, along with related deferred inflows and outflows. Employer contributions for FY25
totaled $1,026,798 for pensions and $33,719 for OPEB, representing 100% of required amounts. These
obligations significantly affect the Council’'s government-wide net position and reflect the ongoing
impact of retirement and healthcare benefits on long-term financial sustainability. Readers should refer
to Notes 10, and 11 of the financial statement and Notes 1 through 4 of the Required Supplementary
Information schedules for additional details.
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MANAGEMENT'S DISCUSSION AND ANALYSIS
JUNE 30, 2025

ECONOMIC FACTORS AND NEXT YEAR'S BUDGET

When preparing the fiscal year 2026 budget, the Council considered several factors, including
legislative priorities, program commitments, and anticipated economic conditions. Unlike a
municipality, the Council does not rely on property taxes or local business revenues; its primary funding
sources are Appropriations from the Commonwealth and federal program awards. The FY26 budget
reflects the completion of major one-time initiatives funded in FY24 and FY25, such as endowment
matching under the Bucks for Brains program, which significantly reduced FY25 appropriations and
pass-through activity.

The Council’s FY26 spending plan prioritizes strategic investment and incentive programs, technology
infrastructure, and workforce development initiatives, including continued implementation of the
Healthcare Workforce Investment Fund. At June 30, 2025, the Council reported $1.91 million in
unearned revenue for this program, which will be recognized as institutions meet eligibility
requirements and submit documentation for matching funds. This initiative is expected to remain a
key component of the Council’s strategic agenda in FY26.

The Council also administers several custodial programs, including the Kentucky State University Loan
Repayment Trust Fund, which holds a $23 million receivable. Legislative decisions during the 2026
Regular Session regarding repayment terms or potential forgiveness may affect fiduciary balances and
future reporting. While the FY26 budget is based on realistic expectations of appropriations and federal
reimbursements, actual results may vary due to timing of grant receipts, milestone-based revenue
recognition, and investment performance. The Council will continue to monitor these factors closely
and maintain budgetary discipline while advancing statewide postsecondary education goals.

CONTACTING THE COUNCIL'S FINANCIAL MANAGEMENT

This financial report is designed to provide a general overview of the Council’s finances. If you have
any questions concerning the information provided in this report or need additional financial
information, contact Mr. Bill Payne, Vice President for Finance and Administration or Leslie Brown,
Director, Administrative Services, Council on Postsecondary Education, 100 Airport Drive, Third Floor,
Frankfort, Kentucky, 40601. Both individuals can be contacted by phone at (502) 573-1555.
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COUNCIL ON POSTSECONDARY EDUCATION

STATEMENT OF NET POSITION
JUNE 30, 2025

Governmental
Activities
ASSETS
Current Assets
Cash and cash equivalents $ 949,317
Cash and cash equivalents - restricted 18,560,911
Accounts receivable 93,760
Grant receivable 4,620
Intergovernmental receivables 923,069
Due from the Federal government 749,277
Prepaid expenses 791,355
Total current assets 22,072,309
Noncurrent assets:
Investments 1,906,959
Investments - restricted 6,468,959
Capital assets, net 65,037
Right-of-use subscription assets, net 3,116,663
Total noncurrent assets 11,557,618
Total assets $ 33,629,927
DEFERRED OUTFLOWS OF RESOURCES
Pension plan $ 1,320,159
OPEB plan 195,227
Total deferred outflows of resources $ 1,515,386

See accompanying notes to the financial statements.
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COUNCIL ON POSTSECONDARY EDUCATION

STATEMENT OF NET POSITION (CONTINUED)
JUNE 30, 2025

LIABILITIES

Current liabilities:
Accounts and other payables
Unearned grant revenue
Due to the state investment pool
Accrued expenses

Subscription-based information technology (SBITA)

SBITA accrued interest
Compensated absences

Total current liabilities

Noncurrent liabilities:
Compensated absences
Net pension
Net OPEB

Total noncurrent liabilities

Total liabilities

DEFERRED INFLOWS OF RESOURCES
Pension plan
OPEB plan

Total deferred inflows of resources

NET POSITION (DEFICIT)
Net investment in capital assets
Restricted
Unrestricted deficit

Total net position (deficit)

Governmental
Activities

916,275
2,380,222
2,599
425,284
3,210,393
165,336
856,366

7,956,475

1,057,034
15,470,808
912,213

17,440,055

25,396,530

1,080,619
1,194,085

2,274,704

(194,029)
23,400,174
(15,732,066)

7,474,079

See accompanying notes to the financial statements.
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COUNCIL ON POSTSECONDARY EDUCATION

STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED JUNE 30, 2025

Program Revenues

Net (Expenses)

Operating Capital Revenues and

Charges for Grants and Grants and Changes in

Functions/Programs Expenses Services Contributions  Contributions Net Position
Operations $ 7196819 $ 501,900 $ 283,294 $ -0- §$ (6,411,625)
Federal Programs 6,419,195 -0- 6,520,497 -0- 101,302
Regional University Excellence Trust Fund 5,827,601 -0- -0- -0- (5,827,601)
Research Challenge Trust Fund 1,000,000 -0- -0- -0- (1,000,000)
Technology Initiative Trust Fund 8,092,845 4,165,305 451,513 -0- (3,476,027)
Special Grants Initiatives Fund 1,317,730 -0- 1,322,497 -0- 4,767
Healthcare Workforce Initiative Fund 283,974 -0- 141,987 -0- (141,987)
Equine Industry Program Trust and Revolving Fund 480,000 -0- -0- 428,978 (51,022)
Kentucky Regional Network Enhancement 606,018 -0- -0- -0- (606,018)
Kentucky State University Fiscal Stabilization Fund 466,283 -0- -0- -0- (466,283)
Unallocated depreciation expense 7,999 -0- -0- -0- (7,999)
Total governmental activities $ 31698464 $ 4667205 $ 8719788 $ 428978 $  (17,882,493)

General revenues:

State appropriations 14,056,602
Income from investments 1,049,639
Earnings on investments—unrestricted 226,232
Total general revenues 15,332,473
Change in net position (2,550,020)
Net position—-beginning of year, restated 10,024,099
Net position—end of year $ 7474079

See accompanying notes to the financial statements.
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COUNCIL ON POSTSECONDARY EDUCATION

BALANCE SHEET-GOVERNMENTAL FUNDS
JUNE 30, 2025

Assets
Cash and cash equivalents
Investments
Accounts receivable
Due from other governments
Due from Federal government
Grant receivable

Restricted assets:
Cash and cash equivalents
Investments

Total assets

Liabilities:
Accounts and other payables
Accrued expenses
Interfund payable
Due to the state investment pool
Unearned grant revenue
Accrued compensated absences

Total liabilities

Fund balances:
Nonspendable
Restricted
Committed
Assigned
Unassigned

Total fund balances

Total liabilities and fund balances

Regional Special Healthcare

University Research Technology Grants Workforce Other Total
Federal Excellence Challenge Initiative Initiatives Investment  Governmental Governmental

Operations  Programs Trust Fund Trust Fund Trust Fund Fund Fund Funds Funds
$ 148952 $ -0- § -0- $ -0- $ 800365 $ -0- % -0- % -0- $ 949,317
753,140 -0- -0- -0- 1,153,819 -0- -0- -0- 1,906,959
-0- -0- -0- -0- 93,760 -0- -0- -0- 93,760
50,369 -0- -0- -0- 319,647 533,653 -0- 19,400 923,069
-0- 749,277 -0- -0- -0- -0- -0- -0- 749,277
-0- -0- -0- -0- 4,620 -0- -0- -0- 4,620
141,869 -0- 2,956,165 11,298,868 3,566,377 28,553 491,401 77,678 18,560,911
717,326 -0- 781,105 2,985,485 -0- 144,366 1,447,920 392,757 6,468,959
$ 1,811,656 $ 749277 § 3737270 $ 14284353 § 5938588 $ 706572 $ 1939321 $ 489,835 § 29,656,872
50,369 481,368 -0- -0- 72,092 173,046 -0- 139,400 916,275
252,148 100,447 -0- -0- 22,026 50,663 -0- -0- 425,284
-0- -0- -0- -0- -0- -0- -0- -0- -0-
-0- 2,599 -0- -0- -0- -0- -0- -0- 2,599
-0- -0- -0- -0- -0- 474,361 1,905,861 -0- 2,380,222
668,986 164,863 -0- -0- 13,181 8,502 -0- 834 856,366
971,503 749,277 -0- -0- 107,299 706,572 1,905,861 140,234 4,580,746
-0- -0- -0- -0- 13,500 -0- -0- -0- 13,500
803,714 -0- 3,737,270 14,284,353 3,843,678 -0- 33,460 350,435 23,052,910
-0- -0- -0- -0- 1,908,175 -0- -0- -0- 1,908,175
902,092 -0- -0- -0- 65,936 -0- -0- -0- 968,028
(865,653) -0- -0- -0- -0- -0- -0- (834) (866,487)
840,153 -0- 3,737,270 14,284,353 5,831,289 -0- 33,460 349,601 25,076,126
$ 1811656 § 749277 § 3737270 $ 14284353 § 5938588 § 706572 $ 1939321 § 489,835 § 29,656,872

See accompanying notes to the financial statements.
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COUNCIL ON POSTSECONDARY EDUCATION

RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET TO THE STATEMENT OF NET POSITION
JUNE 30, 2025

Total Fund Balance - Governmental Funds $ 25,076,126

Amounts reported for governmental activities in the statement of net position are different because:

The deferred outflows of resources are not current financial resources, and
therefore, are not reported in the governmental funds. 1,515,386

Prepaid expenses are accounted for in the governmental funds as expenditures in the period of acquisition
and, therefore, are not financial resources and are not reported in the governmental funds.
Prepaid expenses 791,355

Capital assets used in governmental activities are not financial resources and, therefore,
are not reported in the governmental funds.
Governmental capital assets 80,049
Less accumulated depreciation (15,012) 65,037

Subscription-based information technology arrangements (SBITAs) create intangible
assets and long-term liabilities that are not reported in the governmental funds 3,116,663

Long-term subscription liabilities are not due and payable in the current period and,
therefore, are not reported in the governmental funds.
SBITA liability (3,210,393)
SBITA interest (165,336) (3,375,729)

The noncurrent portion of accrued compensated absences is not due and payable in the current
year and, therefore, is not reported in the governmental funds.
Accrued compensated absences - noncurrent portion (1,057,034)

The deferred inflows of resources are not due and payable in the current year and,
therefore, are not reported in the governmental funds. (2,274,704)

The net pension liability and net OPEB liability are not due and payable in the current
year and, therefore, are not reported in the governmental funds. (16,383,021)

Total Net Position $ 7,474,079

See accompanying notes to the financial statements.
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COUNCIL ON POSTSECONDARY EDUCATION

STATEMENT OF REVENUES, EXPENDITUES AND CHANGES IN FUND BALANCES-GOVERNMENTAL FUNDS
FOR THE YEAR ENDED JUNE 30, 2025

Regional Special Healthcare
University Research Technology Grants Workforce Other Total
Federal Excellence Challenge Initiative Initiatives Investment Governmental Governmental
Operations Programs  Trust Fund  Trust Fund Trust Fund Fund Fund Funds Funds
Revenues
State appropriations $ 9779366 $ -0- $ -0- §$ -0- §$ 3653200 $ -0- § 141987 $ 482,049 $ 14,056,602
Federal revenues 281,446 6,520,497 -0- -0- -0- -0- -0- -0- 6,801,943
Intergovernmental revenues -0- -0- -0- -0- 385,018 596,660 -0- 428,978 1,410,656
Other grants revenues 1,848 -0- -0- -0- 10,725 725,837 141,987 -0- 880,397
Charges for services 501,900 -0- -0- -0- 4,136,393 -0- -0- -0- 4,638,293
Investment earnings -0- -0- 349,857 666,322 226,232 -0- 33,460 -0- 1,275,871
Other revenues -0- -0- -0- -0- 84,682 -0- -0- -0- 84,682
Total revenues 10,564,560 6,520,497 349,857 666,322 8,496,250 1,322,497 317,434 911,027 29,148,444
Expenditures
Current:
Personnel services 8,248,352 3,400,893 -0- -0- 3,549,559 1,160,730 -0- 457,309 16,816,843
Utilities, rental, and other services 862,018 419,223 -0- -0- 513,862 57,072 -0- -0- 1,852,175
Commodities and supplies 947,125 194,738 -0- -0- 534,270 36,411 -0- -0- 1,712,544
Travel 98,726 124,474 -0- -0- 47,204 25,942 -0- 11,542 307,888
Grants and subsidies 225,621 2,381,169 -0- -0- 403,910 42,342 283,974 120,000 3,457,016
Intergovernmental expenditures -0- -0- 5,827,601 1,000,000 116,742 -0- -0- 966,018 7,910,361
Debt service and related costs:
Principal - SBITA -0- -0- -0- -0- 3,022,935 -0- -0- -0- 3,022,935
Total expenditures 10,381,842 6,520,497 5,827,601 1,000,000 8,188,482 1,322,497 283,974 1,554,869 35,079,762
Excess (deficiency) of revenues
over expenditures 182,718 -0- (5477,744) (333,678) 307,768 -0- 33,460 (643,842) (5,931,318)
Fund balances-beginning of
657,435 -0- 9,215,014 14,618,031 5,523,521 -0- -0- 993,443 31,007,444
year, restated
Fund balances, end of year $ 840153 $ -0- $ 3,737270 § 14,284,353 § 5831289 $ -0- % 33460 $ 349601 $ 25076,126

See accompanying notes to the financial statements.
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RECONCILIATION OF THE GOVERNMENTAL FUND STATEMENT OF REVENUES, EXPENDITUES AND CHANGES IN FUND BALANCES
TO THE STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2025

Net Change in Fund Balances - Governmental Funds $ (5931,318)

Amounts reported for governmental activities in the statement of activities are different because:

Governmental funds report as expenditures certain payments that benefit future periods.
In the statement of activities, this future benefit is deferred until the service has been received.
Change in prepaid expenses 455,777

Governmental funds report capital outlays as expenditures, however, in the statement of
activities, the cost of these assets is depreciated over their estimated useful life
Current year depreciation expense (7,999)

Governmental funds report payments for subscription-based information technology arrangements
as expenditures when paid. However, in the statement of activities, these payments reduce the
subscription liability, and amortization expense is recognized over the subscription term
SBITA payments reported as expenditures 3,022,935
Less: amortization expense on subscription asset (3,116,665) (93,730)

Interest expense on subscription liabilities is recognized in the statement of activities but
not in governmental funds. (165,336)

Some expenses reported in the statement of activities do not require

the use of current financial resources and, therefore, are not reported

as expenditures in governmental funds
Pension 2,263,568
OPEB 818,007

Accrued compensated absences not payable from current year resources are not reported as expenditures
of the current year. In the statement of activities these costs represent expenses of the current year.
Change in the noncurrent portion of accrued
compensated absences 111,011

Change in Net Position - Governmental Activities $ (2,550,020)

See accompanying notes to the financial statements.
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COUNCIL ON POSTSECONDARY EDUCATION

STATEMENT OF FIDUCIARY NET POSITION-FIDUCIARY FUNDS

JUNE 30, 2025

Assets
Cash and cash equivalents - restricted
Interfund receivable
Investments - restricted

Total assets
Liabilities
Accounts payable

Total liabilities

Net Position
Restricted for:

Individual, organizations, and other governments

Total Custodial

Funds
$ 5,880
23,000,000
29,726
$ 23,035,606
$ 35,606
35,606
$ 23,000,000

See accompanying notes to the financial statements.
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STATEMENT OF CHANGES IN FIDUCIARY NET POSITION-FIDUCIARY FUNDS
FOR THE YEAR ENDED JUNE 30, 2025

Total Custodial

Funds
Additions
State allotments $ 17,193,200
Intergovernmental revenue 2,243,202
Interest income 13,138
Total additions 19,449,540
Deductions
Payments to beneficiaries 19,449,540
Total deductions 19,449,540
Changes in net position -0-
Net Position-Beginning of year 23,000,000
Net Position-End of year $ 23,000,000

See accompanying notes to the financial statements.
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COUNCIL ON POSTSECONDARY EDUCATION

NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2025

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Financial Reporting Entity

This summary of significant accounting policies of the Council on Postsecondary Education (the
Council) is presented to assist in understanding the Council's financial statements. The financial
statements and notes are representations of the Council's management who is responsible for their
integrity and objectivity. These accounting policies conform to accounting principles generally
accepted in the United States of America (GAAP) and have been consistently applied in the preparation
of the financial statements.

The accompanying financial statements of the Council are included in the general-purpose financial
statements of the Commonwealth of Kentucky (the Commonwealth) as a discretely presented
component unit (within component units - universities and colleges).

Council on Postsecondary Education:

The Council was created by the passage of House Bill 1 during the 1997 Extraordinary Session of the
Kentucky General Assembly to provide direction and oversight to all of Kentucky's postsecondary
education institutions. The Council was established as an agency, instrumentality, and political
subdivision of the Commonwealth. The Council is composed of the Commissioner of Education
(nonvoting ex officio member), a faculty member, a student member, and thirteen citizen members.
Citizen Council members are selected from a list of nominees provided to the Governor under the
nominating process set forth in the Kentucky Postsecondary Education Improvement Act of 1997.

Kentucky Revised Statute Chapter 164 provides that the Council has the responsibility to develop a
strategic plan for postsecondary education with advice from the Strategic Committee on
Postsecondary Education; to develop an accountability system to evaluate the performance and
effectiveness of the Commonwealth’s postsecondary education system and its compliance with the
strategic plan; to revise and approve the missions of the Commonwealth’s universities and the
Kentucky Community and Technical College System; and to determine the compliance of the
postsecondary institutions with their academic, service, and research missions. The Council shall
determine tuition and approve the minimum qualifications for admission to the postsecondary
educational system. The Council shall review and approve all capital construction projects including
real property acquisitions. The Council shall define and approve the offering of all postsecondary
education technical, associate, baccalaureate, graduate, and professional degree, certificate, or
diploma programs in the public postsecondary education institutions. Additional responsibilities
include, but are not limited to, promoting employee and faculty development statewide; ensuring
coordination, transferability, and connectivity of technology among the Commonwealth’s
postsecondary educational institutions; and identifying standardized degree programs and eliminating
or making changes in existing academic programs at the Commonwealth’s postsecondary educational
institutions.
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NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2025

Kentucky Virtual Campus:

In accordance with Kentucky Revised Statute (KRS) 164.800, the Council has established the
Commonwealth Virtual Campus to make academic programs available to the citizens of the
Commonwealth through the use of modern methods of communications and information
dissemination as determined by the Council after consideration of the recommendations of the
Distance Learning Advisory Committee and the needs expressed by regional advisory groups. The
Council has established a Distance Learning Advisory Committee to advise the Council on matters
relating to the Kentucky Virtual Campus. The members of the advisory committee include the
Presidents of each of the nine State postsecondary education institutions, the Executive Director of the
Kentucky Educational Television Network, a representative of the Association on Independent
Kentucky Colleges and Universities, and other representatives as the Council deems appropriate.

Regional universities shall be the primary developers and deliverers of baccalaureate and master’s
degree programs to be delivered by the Kentucky Virtual Campus. The Council shall determine the
allocation of tuition, course offerings, source of courses, technology to be used, and other matters
relating to the use of distance learning to promote education through the Kentucky Virtual Campus.
The accounts of the Kentucky Virtual Campus (KYVC) include the Kentucky Virtual Library (KYVL) and
are included in the accompanying financial statements.

Basis of Presentation

In accordance with Governmental Accounting Standards Board (GASB) Statement No. 34, “Basic
Financial Statements-and Management’s Discussion and Analysis-for State and Local Governments,” the
financial statements include a Management's Discussion and Analysis (MD&A) section providing an
analysis of the Council's overall financial position and results of operations. The Council also presents
two sets of financial statements: government-wide financial statements and governmental fund
financial statements.

Government-Wide Financial Statements:

The government-wide financial statements (i.e., the statement of net position and the statement of
activities) report information on all the nonfiduciary activities of the Council. For the most part, the
effect of interfund activity has been removed from these statements. The statement of activities
demonstrates the degree to which the direct expenses of a given function or segment are offset by
program revenues. Direct expenses are those that are clearly identifiable with a specific function or
segment. Program revenues include 1) charges to customers or applicants who purchase, use, or
directly benefit from services or privileges provided by a given function or segment and 2) grants and
contributions that are restricted to meeting the operational or capital requirements of a particular
function or segment. General revenues include appropriations and other items not included in program
revenues.
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NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2025

Fund Financial Statements:

Fund financial statements of the reporting entity are organized into funds, each of which is considered
to be a separate accounting entity. Each fund is accounted for by providing a separate set of self-
balancing accounts that constitute its assets, liabilities, fund balance, revenues, and expenditures.
Funds reported by the Council are organized into two major categories: governmental and fiduciary.
An emphasis is placed on major funds within the governmental category. A fund is considered major
if it is the primary operating fund of the Council or total assets, liabilities, revenues, or expenditures of
the individual governmental fund are at least ten percent of the total for all governmental funds
combined. In addition, any other fund that management feels has importance to the financial
statement users may be reported.

Governmental Funds

Governmental funds are those through which most of the Council's functions are financed.
Governmental fund reporting focuses on the sources, uses, and balances of current financial resources.
Expendable assets are assigned to the various governmental funds according to the purposes for which
they may or must be used. Current liabilities are assigned to the fund from which they will be paid.
The difference between governmental fund assets and liabilities is reported as fund balance. The
following are the Council’'s major governmental funds:

Operations —

Supports general agency operations, provides essential services and resources that support
the board, president, and agency staff in carrying out the Council’s statutory duties and
strategic agenda priorities. Also funds functions such as human resources, budgeting,
accounting, purchasing, communications, board relations, data and research, workforce and
economic development and academic excellence.

Federal Programs —

This fund represents all programs financed by a federal agency, including both grants directly
awarded to the Council and grants passed through to the Council from another entity (i.e.
pass-through). The Council is the recipient of the Gaining Early Awareness and Readiness for
Undergraduate Programs (GEAR-UP), the Governor’'s Emergency Education Relief Fund (GEER),
and the American Rescue Plan.

Technology Initiative Trust Fund —

This fund is intended to support investments in electronic technology to improve student
learning throughout the Commonwealth of Kentucky. The fund also is designed to promote
other programs consistent with purposes of the postsecondary education reform. The Council
may establish subsidiary programs to be funded from this fund.

Regional University Excellence Trust Fund —

The goal of this fund is to provide certain endowment fund matches at the Commonwealth'’s
six public Universities not provided through the Research Challenge Trust Fund and to provide
endowment matching for specific purposes.
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Research Challenge Trust Fund —

The goal of this fund is to encourage research at the University of Kentucky and the University
of Louisville and to provide endowment matching for specific purposes.

Special Grants Initiatives Fund —

This fund consists of resources provided through intergovernmental and outside grants. It
supports targeted projects and initiatives that align with the Council’'s mission and strategic
priorities but are funded by external entities rather than state appropriations. Activities
financed through this fund may include collaborative programs.

Healthcare Workforce Investment Fund —

This fund is designed to support initiatives that strengthen Kentucky's healthcare workforce. It
provides resources for programs that expand training opportunities, address workforce
shortages, and improve access to healthcare education across the Commonwealth. The fund
may be used to develop partnerships with educational institutions, healthcare providers, and
community organizations to ensure a sustainable pipeline of qualified professionals.
Investments from this fund aim to enhance healthcare delivery and promote economic
development through a skilled workforce.

Other (non-major) Governmental Funds —

Other governmental funds of the Council account for appropriations, grants, and other
resources whose use may be restricted for a particular purpose and include all governmental
funds not meeting the criteria of a major fund. These include:

e Equine Industry Program Trust and Revolving Fund (Equine Fund)
e Kentucky Regional Network Enhancement Fund
e Kentucky State University Stabilization Fund

Fiduciary Funds:

Following the Council’s financial statements are separate financial statements for fiduciary funds.
Fiduciary funds are excluded from the Council’s financial statements as these assets are held in a true
capacity for various institutions and cannot be used to support the Council’s funds. The fiduciary funds
(not included in the government-wide financial statements) include:

Custodial Funds —

Custodial funds account for monies held by the Council for custodial purposes only. Pass-through
programs currently accounted for through agency funds include:

e Healthcare Residency Program

¢ National Stem Cell Research Fund

e Cancer Research Institutions Matching Fund
e Ovarian Cancer Screenings

e Cancer Research and Screenings

e Spinal Cord and Head Injury Research
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e Southern Regional Education Board (SREB) Scholars Program
e Kentucky State University Fiscal Stabilization

Measurement Focus and Basis of Accounting

Measurement focus is a term used to describe "which" transactions are recorded within the various
financial statements. Basis of accounting refers to "when" transactions are recorded regardless of the
measurement focus applied.

Measurement Focus:

The government-wide financial statements of the Council (i.e., the statement of net position and the
statement of activities) report information on all the activities of the Council. The government-wide
financial statements are reported using the economic resources measurement focus. The accounting
objectives of this measurement focus are the determination of changes in net position and financial
position. All assets and liabilities, current or noncurrent, associated with their activities are reported.

In the governmental fund financial statements, the "current financial resources" measurement focus is
used. Only current financial assets and liabilities are generally included on the balance sheet. The
operating statement presents sources and uses of available spendable financial resources during a
given period. These funds use fund balance as the measure of available spendable financial resources
at the end of the period.

Fiduciary funds consist of custodial funds, and they present statement of fiduciary net position and
statement of changes in fiduciary net position.

Basis of Accounting:

The government-wide financial statements and the fiduciary fund financial statements are presented
using the accrual basis of accounting. Under the accrual basis of accounting, revenues are recognized
when earned and expenses are recorded when the liability is incurred, or economic asset used.
Revenues, expenses, gains, losses, assets, and liabilities resulting from exchange and exchange-like
transactions are recognized when the exchange takes place. Grants are recognized as revenue as soon
as all eligibility requirements imposed by the provider have been met.

The governmental fund financial statements are presented on the modified accrual basis of accounting.
Under the modified accrual basis of accounting, revenues are susceptible to accrual and are recognized
in the financial statements when they are measurable and available to finance operations during the
year or to liquidate liabilities existing at the end of the year. The Council defines "available" as revenues
to be collected within 30 days, except for intergovernmental revenues, which are available if expected
receipt is within one year. Revenues from federal, state, and other grants designated for payment of
Council expenditures are recognized when the related expenditures are incurred; accordingly, when
such funds are received, they are reported as unearned revenues until earned. Material revenues
susceptible to accrual primarily include Federal grants. Expenditures and liabilities are recognized when
obligations are incurred, except noncurrent accrued compensated absences which are accounted for
in the governmental funds balance sheet and recorded as expenditures of the period when used.
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Use of Estimates

The preparation of financial statements in accordance with GAAP requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities and the disclosure
of contingent assets and liabilities at the date of the financial statements and the reported amounts of
revenues and expenses/expenditures during the reporting period. Actual results could differ from
those estimates.

Cash and Cash Equivalents

For purposes of the statement of cash flows, the Council considers all highly liquid investments with
an initial maturity of three months or less when purchased to be cash equivalents.

Restricted Cash and Cash Equivalents

Restricted cash and cash equivalents principally consist of funds relative to the Council’s Federal and
strategic investment and incentive funding programs, as well as its pass-through (fiduciary) programs.

Investments

Investments are reported at fair value as determined by quoted market prices. The equity position of
the Council in the long-term portion of the Commonwealth's investment pool is reported as
investments of the Council. Unrealized gains and losses are included in the government-wide
statement of activities (primarily program revenues) and the governmental funds statement of
revenues, expenditures, and changes in fund balances (income/loss from investments). Restricted
investments principally consist of funds relative to the Council’s Federal and strategic investment and
incentive funding programs, as well as its pass-through (fiduciary) programs.

Intergovernmental Transactions

During the course of operations, numerous transactions occur with other state governmental entities
that may result in amounts due to/from and revenues from/expenditures to other governmental
entities. See Note 12 for details of such transactions.

Due from the Federal Government

Amounts due from the Federal government represent the amounts due to the Council under its Federal
awards programs. At June 30, 2025, the balance mainly consists of amounts due under the Council’'s
GEAR-UP and American Rescue Plan programs.

Prepaid Expenses

Certain payments to vendors reflect costs applicable to future accounting periods and are recorded as
prepaid items in the government-wide financial statements. Prepaid expenses are accounted for in the
governmental funds as expenditures in the period of acquisition and, therefore, are not financial
resources and are not reported in the governmental funds.
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Subscription Based Information Technology Arrangements (SBITAs)

Payments made to third-party vendors for SBITAs longer than one year are presented as a subscription
liability and an intangible right-to-use subscription asset on the financial statements using the
economic resources measurement focus. The liability is recorded at the net present value of future
payments, adjusted over time by payments and interest, and discounted using the Commonwealth's
estimated incremental borrowing rate. Subscriptions less than one year, are reported as current assets
and expensed when consumed.

For financial statements using the current financial resources measurement focus, an other financing
source and capital outlay are reported in the year the subscription asset is recognized. Subsequent
payments are recorded as principal and interest. The Council's capitalization policy for SBITAs aligns
with the Commonwealth's, capitalizing items with a total present value greater than $100,000.
Amortization is computed depending on the life of the subscription.

Capital Assets

General capital assets are not capitalized in the funds used to acquire or construct them. Instead,
capital outlay is reflected as an expenditure of the respective governmental fund, and the related assets
are reported in the statement of net position. Capital assets are defined by the Council as assets with
an initial individual cost of more than $5,000 and an estimated useful life in excess of one year. All
capital assets are valued at cost, less accumulated depreciation. Depreciation is calculated using the
straight-line method over the estimated useful lives of the assets, ranging from five to thirty years, and
is recorded in the statement of activities. The cost of normal maintenance and repairs that do not add
to the value of the assets or materially extend assets’' lives are reported as expenditures of the
respective governmental fund.

Interfund Transactions

During the course of operations, transactions may occur between funds within Council activities that
may result in amounts owed between funds. Interfund transactions as well as interfund receivables and
payables are eliminated in the statement of net position.

Unearned Revenue

The Council reports unearned revenue to the extent that resources have been received before the
applicable revenue recognition criteria have been satisfied. Under the accrual basis of accounting,
unearned revenue is reported as a liability in the government-wide financial statements, and under the
modified accrual basis, it is reported in governmental funds. Amounts received for grants and other
voluntary nonexchange transactions prior to meeting eligibility requirements, as defined by GASB
Statement No. 33. When the eligibility requirements are satisfied, the liability is removed, and revenue
is recognized in the appropriate period.
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Compensated Absences

The Council recognizes liabilities for compensated absences in accordance with GASB Statement No.
101, Compensated Absences. Compensated absences include annual leave, compensatory leave, and
sick leave. Liabilities are recorded for leave that has been earned but not yet used and for leave that
has been used but not yet paid or settled.

In the government-wide financial statements, all compensated absences are accrued when incurred.
Governmental fund financial statements only display the portion of compensated absences expected
to be liquidated with expendable available financial resources is reported as an expenditure and a fund
liability of the governmental fund that will pay it.

The liability for compensated absences is measured based on the pay rates in effect at the financial
statement date and includes applicable salary-related benefits. Additional details on compensated
absences are provided in Note 8.

Equity Classifications

Government-Wide Financial Statements:

Equity is classified as net position and displayed in three components:

Net investment in capital assets - Consists of capital assets including restricted capital assets, net of
accumulated depreciation and reduced by the outstanding balances of any bonds, mortgages, notes,
or other borrowings that are attributable to the acquisition, construction, or improvement of those
assets.

Restricted - Consists of net position with constraints placed on the use either by (1) external groups
such as creditors, grantors, contributors, or laws or regulations of other governments; or (2) law
through constitutional provisions or enabling legislation.

Unrestricted - All other net position that do not meet the definition of "restricted" or "net investment
in capital assets."

When both restricted and unrestricted resources are available for use, it is the Council's policy to use
restricted resources first, and then unrestricted resources as they are needed.

As of June 30, 2025, Equine Fund net position totaling $350,435 is restricted by enabling legislation.
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Fund Financial Statements:

Governmental fund equity is classified as fund balance. Fund balance is further classified as non-
spendable, restricted, committed, assigned, or unassigned. Non-spendable fund balance cannot be
spent because of its form. Restricted fund balance has limitations imposed by creditors, grantors, or
contributors or by enabling legislation or constitutional provisions. Committed fund balance is a
limitation imposed by the Council. Assigned fund balances are a limitation imposed by a designee of
the Council members. Unassigned fund balances in the General Fund are the net resources in excess
of what can be properly classified in one of the above four categories. Negative unassigned fund
balance in other governmental funds represents excess expenditures incurred over the amounts
restricted, committed, or assigned to those purposes.

The Council generally segregates restricted, committed, and assigned resources by account. When
resources meeting more than one of these spendable classifications are commingled in an account in
the Commonwealth’s accounting system, the assumed order of spending is restricted first, committed
second, and finally assigned. Once restricted resources have been exhausted, unrestricted resources
will then be spent on the specific purpose.

Program Revenues

The primary sources of the Council’s program revenues are revenues received from the United States
Department of Education under the Council's Federal programs, outside grantors, the
intergovernmental revenues primarily revenues received from the Commonwealth of Kentucky to
administer the Bucks for Brains program, other agencies of the Commonwealth for grants, and
associated with the funding of the Equine Fund (see Note 12).

State Appropriations

The primary funding source for the activities of the Council is legislative General Fund appropriations
from the Commonwealth of Kentucky. Except for those prescribed by statute or other legislation,
unexpended allotments lapse to the General Fund. The Council may, subject to appropriations from
the General Fund of the Commonwealth or from funds made available to it from any other public
source, provide program support restricted to the extent of its remaining unexpended funds. The
Council’s unexpended allotments are maintained by the Commonwealth's Finance and Administration
Cabinet.

Expenses/Expenditures

Expenses are classified by function/program in the government-wide financial statements.
Expenditures are classified by object category (personnel services, travel, etc.) in the governmental
fund financial statements. Indirect expenses are not allocated to functions in the statement of activities.
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Pension

For purposes of measuring the net pension liability, deferred outflows of resources, and deferred
inflows of resources related to pensions and pension expense, information about the fiduciary net
position of Kentucky Employees Retirement System (KERS) and addition to/deduction from KERS
fiduciary net position have been determined on the same basis as they are reported by the respective
retirement systems.

For this purpose, benefit payments (including refunds of employee contributions) are recognized when
due and payable in accordance with the benefit terms. Investments are reported at fair value.

Postemployment Benefits Other Than Pensions (OPEB)

For purposes of measuring the liability, deferred outflows of resources and deferred inflows of
resources related to OPEB, and OPEB expense, information about the fiduciary net position of the KERS
and additions to/deductions from the KERS's fiduciary net position have been determined on the same
basis as they are reported by the respective retirement systems.

For this purpose, benefit payments (including refunds of employee contributions) are recognized when
due and payable in accordance with the benefit terms. Investments are reported at fair value, except
for money market investments and participating in interest-earning investment contracts that have a
maturity at the time of purchase of one year or less, which are reported at cost. The KERS Non-
hazardous Insurance Funds are reported as OPEB trust funds and are accounted for on the accrual
basis of accounting.

Total Columns on the Governmental Fund Financial Statements

The total columns on the governmental funds balance sheet and statement of revenues, expenditures,
and changes in fund balances are presented only to facilitate financial analysis. Data in these columns
does not present financial position in conformity with GAAP, nor is such data comparable to a
consolidation.

New Accounting Pronouncements

The Governmental Accounting Standards Board (GASB) has issued the following statements. The
Council has not determined and is currently evaluating the impact that these new accounting
pronouncements will have on its future financial statements. When they become effective, the
application of these standards may restate portions of these financial statements, if applicable.

GASB Statement No. 103, Financial Reporting Model Improvements, will be effective for fiscal years
beginning after June 15, 2025. The objective of this new guidance is to enhance the clarity, consistency,
and usefulness of financial reports for state and local governments, providing essential information for
decision-making and assessing a government's accountability.
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GASB Statement No. 104, Disclosure of Certain Capital Assets, will be effective for fiscal years beginning
after June 15, 2025. The objective of this new guidance is to improve transparency by requiring the
separate disclosure of specific types of capital assets, such as lease assets and intangible right-to-use
assets, in the notes to the financial statements, thereby providing users with essential information for
evaluating a government's financial position.

GASB Statement No. 105, Subsequent Events, will be effective for fiscal years beginning after June 15,
2026. The objective of this new guidance is to improve the financial reporting requirements for
subsequent events, by requiring governments to disclose the date through which subsequent events
have been evaluated. In addition, the statement clarifies the subsequent events that constitute
recognized and non-recognized events and establishes specific notes disclosures for non-recognized
events.

CHANGE IN ACCOUNTING PRINCIPLES

On July 01, 2024, the Council implemented Governmental Accounting Standards Board Statement No.
101, Compensated Absences (GASB 101), which requires that liabilities for compensated absences be
recognized for leave earned that has not been used and leave that has been used but not yet paid in
cash or settled through noncash means. Compensated absences include annual leave, compensated
leave, and sick leave. Previously, sick leave was not recognized as a liability in the statement of net
position. As a result of adopting GASB 101, the Council recorded a cumulative-effect adjustment to
the beginning net position as of July 01, 2024.

The implementation of GASB 101 represents a change in accounting principle made to conform with
GASB requirements and improve the reliability and comparability of financial reporting. In accordance
with GASB 100, Accounting Changes and Error Corrections, the Council applied the cumulative-effect
method. Beginning balances for net position and fund balance were adjusted as of July 1, 2024. Prior
periods were not restated because it was impractical to do so. Additional details on compensated
absences are provided in Note 8.

The implementation primarily increased the compensated absences liability and decreased net
position and fund balances. The following table summarizes the cumulative-effect adjustment:

Government-wide Net Position

June 30, 2024, as previously stated $ 10,833,068
Restatement for GASB 101 (808,969)
July 01, 2024, restated $ 10,024,099
Governmental Fund Balance

June 30, 2024, as previously stated $ 31,055,167
Restatement for GASB 101 (47,723)
July 01, 2024, as restated $ 31,007,444
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Effective July 1, 2024, the Council implemented Governmental Accounting Standards Board (GASB)
Statement No. 102, Certain Risk Disclosures. This statement requires governments to disclose
information about certain risks that could significantly affect their ability to provide services or meet
obligations. Specifically, GASB 102 addresses risks related to:

Concentrations: Exposures to specific industries, geographic areas, or counterparties that could
impact financial position.

Constraints: Limitations on resources that may affect operations or liquidity.

The Council is subject to risks related to concentrations of financial activity. Pursuant to House Bill 250,
the Council disbursed $23 million to Kentucky State University (KSU) as a non-interest-bearing loan.
The General Assembly is expected to determine the repayment schedule for this loan during the 2026
Regular Session. See Note 5 for further details.

STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY

For purposes of budgeting, the Commonwealth's budgetary structure and accounting principles differ
from those utilized to present financial statements in conformity with GAAP.

The biennial budget is developed based on two-year projections that consider long-range program
requirements and revenue estimates. The Council prepares the budget request and submits it to the
Governor for presentation to the Kentucky General Assembly.

The Kentucky General Assembly is required by law to enact a balanced budget. Budgetary control is
exercised by the Finance and Administration Cabinet through appropriations to the various cabinets.
To manage these appropriations, the Council monitors expenditures on a functional basis. Except
where otherwise provided by statute or legislation, any unexpended allotments revert to the
Commonwealth’s General Fund.

The Council's budgeting process relies on fund balances and estimated revenues to determine
available resources for statutory programs and operating needs. Budget development incorporates
analysis of these factors, prior-year performance, and new data that may modify or expand
postsecondary education programs for the applicable fiscal period.

See Note13 for details on the Councils’ fund balances as of June 30, 2025.
DEPOSITS AND INVESTMENTS

All Council receipts are deposited directly in the Commonwealth's general depository or depositories
designated by the State Treasurer, which has statutory responsibility and authority to safeguard the
funds.

At June 30, 2025, the Council's share of deposits in the Commonwealth's general depository (State
investment pool) totals $27,886,146. Custodial funds held by the Council in the Commonwealth’s
general depository total $35,607 at June 30, 2025.
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The Commonwealth's Annual Comprehensive Financial Report (ACFR) for the year ended June 30, 2025
should be referred to for disclosures required by GASB Statement No. 3, "Deposits with Financial
Institutions, Investments (including Repurchase Agreements), and Reverse Repurchase Agreements” and
GASB Statement No. 40, "Deposit and Investment Risk Disclosures" (an amendment of GASB Statement
No. 3).

INTERFUND RECEIVABLE/ PAYABLE

During the 2022 Regular Session, the Kentucky General Assembly enacted House Bill (HB) 250,
appropriating $23 million to the Council on Postsecondary Education to address financial instability at
Kentucky State University (KSU). Pursuant to the legislation, all amounts disbursed to KSU are
considered a non-interest-bearing loan, subject to repayment. House Bill 250 also established the
Kentucky State University Loan Repayment Trust Fund to hold any undistributed funds and to receive
and retain loan repayments. Balances in the trust fund remain until reappropriated by the General
Assembly.

As of June 30, 2022, the full $23 million appropriation had been disbursed to KSU. Accordingly, the
Council reports an interfund receivable of $23 million due from KSU in the Statement of Fiduciary Net
Position. Repayment terms have not yet been established; the General Assembly is expected to
determine the repayment schedule during the 2026 Regular Session. No repayments have been
received as of June 30, 2025.

The Council is subject to a concentration risk related to this receivable. The entire Fund balance of the
Kentucky State University Loan Repayment Trust Fund depends on repayment of the $23 million loan
from a single counterparty (KSU). HB 250 directed the Council to provide a three-year performance
analysis of KSU based on the management improvement plan, to the Interim Joint Committee on
Education, the Interim Joint Committee on Appropriations and Revenue, and the State Auditor of
Public Accounts by November 1, 2025. The Council completed the required analysis and issued its
report. Among the recommendations included in the report is a recommendation that the above-
mentioned loan be forgiven.

If the General Assembly forgives the loan or modifies repayment terms, the legislative action may affect
the Council’s fiduciary net position. Management will continue to monitor this matter and disclose any
material impacts in subsequent reporting periods.

CAPITAL ASSETS

Capital assets balance and activity is as follows for during the year ended June 30, 2025:

Balance Balance
Governmental activities: June 30, 2024 Increases Decreases June 30, 2025
Capital assets being depreciated:
Audio/Visual equipment $ 80049 $ -0- $ -0- $ 80,049
Less accumulated depreciation:
Audio/Visual equipment depreciation (7,013) (7,999) -0- (15,012)
Total capital assets, net $ 73036 $ (7999 $ -0-$ 65037
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Balance Balance
(continued) June 30, 2024 Increases Decreases June 30, 2025
Intangible right-to-use assets:
Software agreements $ 6,486,633 $ -0- $ (253,305) $ 6,233,328

Less accumulated amortization:

Software arrangements
amortization -0- _(3,116,665) -0- _(3,116,665)

Total intangible right-to-use asset, net $ 6,486,633 $(3,116,665) $ (253,305) $ 3,116,663

During the year ended June 30, 2025, the Council had depreciation expense of $7,999.

Accumulated amortization related to these the intangible right-to-use assets at June 30, 2025 is
$3,116,665. These intangible right-to-use assets consist of subscription-based information technology
arrangements. See Note 7 for further details on these arrangements.

SUBSCRIPTION-BASED INFORMATION TECHNOLOGY ARRANGEMENTS (SBITAs)

The Council uses SBITAs to provide services to member organizations of the Kentucky Virtual Library.
These activities are accounted for in the Council's Technology Initiative Trust Fund. The Council’s
master agreements with their SBITA vendors are two-year subscription terms with biennial renewal
options involving the following vendors:

ProQuest, LLC

Ancestry Library through ProQuest, LLC

Online Computer Library Center, Inc (OCLC)

Elton B. Stephen Company (EBSCO) Information Services

The Council entered into a two-year subscription agreement for this software in fiscal year 2024, the
remaining obligation under these subscription agreements is $3,210,393, payable over the next fiscal
year. The initial liability recorded was $6,486,633, discounted at the Commonwealth'’s imputed interest
rate of 5.15%. There is no purchase option associated with this arrangement.

The following table summarizes changes in the liability for the year ended June 30, 2025:

Balance Principal Balance
June 30, 2024 Increases Payments Decrease June 30, 2025
SBITAs liabilities $ 6,486,633 $ -0- $ (3,022,935) § 253305 $ 3,210,393

The future subscription payments under SBITA agreements are as follows:

Fiscal Subscriptions
Year Principal Interest Total
2026 3,210,393 165,336 3,375,729

Total $ 3210393 $ 165336 $ 3,375,729
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8. ACCRUED COMPENSATED ABSENCES

It is the Council's policy to permit employees to accumulate earned but unused annual leave,
compensatory leave, and sick leave benefits. In accordance with GASB Statement No. 101,
Compensated Absences, the Council recognizes a liability for leave earned but not yet used and for
leave used but not yet paid or settled. The liability is measured using pay rates in effect at June 30,
2025, and includes applicable salary-related benefits.

Annual and Compensatory Leave

Annual leave accrues at rates ranging from 7.50 to 15.00 hours per month, based on length of service,
with maximum accumulations ranging from 30 to 60 days. The calendar year is used to determine
accumulated leave. Compensatory leave is granted to authorized employees in accordance with
Commonwealth policy.

Sick Leave

Under GASB 101, sick leave is included in the compensated absences liability only when it is expected
to result in a cash payment or other settlement.

e For employees enrolled under the Kentucky Employees Retirement System (Nonhazardous
plan), the Council pays out unused sick leave upon separation according to Commonwealth
policy; therefore, the expected payout is included in the liability.

e For employees enrolled under the Teachers' Insurance and Annuity Association, unused sick
leave does not result in a payout upon separation but rolls forward indefinitely for use during
employment. The Council accrues only the amount of sick leave more likely than not to be
used for these employees.

The liability for compensated absences is reported in the government-wide financial statements. In
governmental fund financial statements, only the portion expected to be liquidated with expendable
available financial resources is recorded.

The following table summarizes changes in the liability for the year ended June 30, 2025:

Balance Balance Due within
June 30, 2024 _ Increases Decreases  June 30, 2025 _ One Year
Accrued compensated
absences $ 1816455 $ 961,910 $ (864,965 $ 1,913,400 $ 856,366

9. UNEARNED REVENUE

At June 30, 2025, the Council reported unearned grant revenue of $2,380,222. These amounts
represent resources received from grantors before eligibility requirements were met.

39



10.

COUNCIL ON POSTSECONDARY EDUCATION

NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2025

The following amounts from grantors relating to special grant initiatives are recorded as a liability until
the eligibility requirements are satisfied as of June 30, 2025:

James Graham Brown Grant $ 288,653

National Association of System Heads 31,234

Kentucky Board of Nuclear Medicine 94,474

State Higher Education Executive Officers Association 60,000
Total Special Grant Initiatives $ 474,361

During the year ended June 30, 2025, the Kentucky Legislature established the Healthcare Workforce
Investment Fund, a statewide initiative designed to expand healthcare education and workforce
capacity through targeted grants and partnerships with Kentucky colleges, universities, and healthcare
providers. Under this program, participating institutions receive funding to develop new academic
programs, clinical training opportunities, and workforce pipelines in high-demand healthcare fields.
Private and public healthcare systems are expected to collaborate with the Council under a funding
model that leverages multiple sources of support. The Commonwealth will provide a dollar-for-dollar
match for eligible expenditures once program milestones and eligibility requirements are met.

As of June 30, 2025, the Council reported $1,905,861 in unearned revenue collected from outside
organizations related to this program. These funds will be recognized as revenue when institutions
complete approved projects and submit documentation for matching funds in accordance with
program terms.

RETIREMENT PLANS

Teachers’ Insurance and Annuity Association-College Retirement Equities Fund

In accordance with KRS 61.520(2)(a) and Executive Order 74-762, professional staff may elect upon
joining the staff of the Council to participate in the Teachers' Insurance and Annuity Association-
College Retirement Equities Fund (TIAA-CREF) or elect to participate in the Kentucky Employees
Retirement System (see below).

To provide the opportunity to continue participation in the TIAA-CREF, the Council has established a
tax-deferred annuity plan, which requires electing participants to enter into a written salary reduction
agreement with the Council in order to participate. All eligible employees may begin participation in
the plan on a voluntary basis on the first day after beginning employment at the Council. Electing
participants are required by the plan to contribute 5.00% of their salaries to the plan.

Currently, the Council is required to contribute 8.03% of the covered employees' salaries. The
contribution requirement for the year ended June 30, 2025 totals approximately $521,000, consisting
of approximately $296,000 from the Council and $185,000 from TIAA-CREF only enrolled employees.
Employees enrolled in Kentucky Employees’ Retirement System may contribute to their own TIAA-
CREF account, however, these employees do not receive matching employee funds, for the year ended
June 30, 2025 it comprised of $40,000.
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Participants may also elect to make contributions on an after-tax basis. Total contributions to the plan
will not exceed limits imposed by section 415 and section 403(b) of the Internal Revenue Code. These
limits may be adjusted from time to time. In addition, salary reduction contributions to the plan will be
further limited by Code section 402(g).

Kentucky Employees Retirement System

The Council is a participant employer of the Kentucky Employees’ Retirement System (KERS) for Non-
Hazardous Pension Plans. The Board of Trustees of Kentucky Public Pension Authority administer the
Plan, under the provisions of Kentucky Revised Statue 61.645.

Plan Description

The Kentucky Employees Retirement System (KERS) is a cost-sharing, multiple-employer defined
benefit pension plan. It includes nearly all regular full-time employees working in positions at
participating state agencies, as well as eligible local agencies that choose to join the system. The plan
offers retirement, disability, and death benefits to its members, with the possibility of extending
retirement benefits to beneficiaries under certain conditions.

Cost of Living Adjustment (COLA):

No COLA unless authorized by the Legislature with specific criteria. This impacts all retirees regardless
of Tier.

Benefit Formula: Final Compensation * Benefit Factor * Year of Service = Cash Balance Plan

Tier 1:
Participation: Prior to September 1, 2008
Final Compensation: Average of the highest 5 fiscal years (must contain at least 48 months).
Includes lump sum compensation payments (before and at retirement).
Benefit Factor: 1.97% for 13 months of credit for 1/1/1998 to 1/1/1999.
2.00% for 13 months or more of credit for 1/1/1998 to 1/1/1999.
Unreduced Retirement
Benefit: Any age with 27 years of service. Age 65 with 48 months of service.
Money Purchase for age 65 with less than 48 months based on contributions
and interest.
Reduced Retirement
Benefit: Any age with 25 years of service. Age 55 with 5 years of service.

Tier 2:
Participation: September 1, 2008, through December 31,2013
Final Compensation: 5 complete fiscal years immediately preceding retirement; each year must
contain 12 months. Lump sum compensation payments (before and at
retirement) are not to be included in creditable compensation.
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Benefit Factor: 1.10% = 10 years or less

1.30% = Greater than 10 years, but no more than 20 years. 1.50% = Greater
than 20 years, but no more than 26 years 1.75% = Greater than 26 years, but
no more than 30 years 2.00% = Greater than 30 years (2.00% benefit factor

only applies to service earned in excess of 30 years).
Unreduced Retirement

Benefit: Any age with 27 years of service. Age 65 with 48 months of service. Money
Purchase for age 65 with less than 48 months based on contributions and

interest.

Rule of 87: Member must be at least age 57. Age plus earned service must
equal 87 years at retirement to retire under this provision. Age 65 with 5 years

of earned service. No Money Purchase calculations
Reduced Retirement

Benefit: Age 60 with 10 years of service. Excludes purchased service (exception:

refunds, omitted, free military).

Tier 3
Participation: Participation on or after January 1, 2014
Final Compensation: No final compensation

Benefit Factor: No benefit factor. A life annuity can be calculated in accordance with actuarial
assumptions and a method adopted by the board based on member's

accumulated account balance.
Unreduced Retirement

Benefit: Rule of 87: Member must be at least age 57. Age plus earned service must
equal 87 years at retirement to retire under this provision. Age 65 with 5 years

of earned service. No Money Purchase calculations
Reduced Retirement
Benefit: No reduced retirement

Contributions

Benefits and contribution rates are established by state statute. Per Kentucky Revised Statute 61.565,
contribution requirements of the active employees and the participating organizations are established
and may be amended by the Kentucky Retirement System’s Board. For the fiscal years ended June 30,
2025, plan employees were required to contribute 5 percent of their annual covered salary for
retirement benefits. Employees participating in Tiers 2 and 3 were required to contribute an additional

1 percent for the insurance fund.
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Plan members who began participating on, or after, January 1, 2014, were required to contribute to
the Cash Balance Plan. The Cash Balance Plan is known as a hybrid plan because it has characteristics
of both a defined benefit plan and a defined contribution plan. Members in the plan contribute a set
percentage of their salary each month to their own account. Plan members contribute 5 percent of
wages to their own account and 1 percent to the health insurance fund. The employer contribution
rate is set annually by the Board based on an actuarial valuation. The employer contributes a set
percentage of each member's salary. Each month, when employer contributions are received, an
employer pay credit is deposited to the member’s account. For non-hazardous members, their account
is credited with a 4 percent employer pay credit. The employer pay credit represents a portion of the
employer contribution.

The Council was contractually required to contribute a normal cost percentage of covered payroll and
an actuarially accrued liability contribution amount effective July 1,2022.

Normal Contributions

Normal cost contributions are based on a normal cost percentage of employers’ reported payroll.
The normal contribution percentage for the years ended June 30, 2025, was 9.97% of covered
payroll, of which 7.82% allocated to the pension fund and 2.15% to the insurance fund.

Actuarially Accrued Liability Contribution

The actuarially accrued liability contribution is a monthly amount determined by the KERS actuary
for its own portion of the total unfunded liability over a set period regardless of covered payroll to
the nonhazardous KERS pension plan. The contribution rate is actuarially determined as an amount
that, when combined with employee contributions during the year, is expected to finance the cost
of benefits earned by employees during the year, with an additional amount to finance any
unfunded liability. The Councils’ portion of the actuarially accrued liability contribution is based on
the Commonwealth of Kentucky's Executive Branch's proportionate share of the actuarially accrued
liability contribution of 77.93%, of which 91.11% is allocated to the pension fund and 8.89% to the
insurance fund for the years ended June 30, 2025.

The Council’s required pension contributions to KERS nonhazardous pension plan was $1,026,798,
$152,062 normal cost contribution and $874,736 as the actuarially accrued liability contribution for the
pension fund, which is 100% of the required pension contribution for the year ended June 30, 2025.

At June 30, 2025, the Council reported a liability of $15,470,808 for its proportionate share of net
pension liability. The net pension liability at June 30, 2025 was measured as of June 30, 2024. The
Council’s proportion of the net pension liability was based on a projection of the Council’s long-term
share of contributions to the pension plan relative to the projected contributions of all participating
entities. At June 30, 2024, the Council’s proportion was 0.128392 %, which decreased 0.015517% from
its proportion measured as of June 30, 2023.
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For the year ended June 30, 2025, the Council recognized pension benefit of $1,249,079 and deferred
outflows and deferred inflows related to pension from the following sources:

Deferred Deferred
Outflows Inflows
Difference between expected and actual experience $ 293,361 $ -0-
Net difference between projected
projected and actual earnings on investments -0- 130,532
Change in assumptions -0- -0-
Changes in proportion and difference between employer
contributions and proportionate share of contributions -0- 950,087
Contributions subsequent to the measurement date 1,026,798 -0-
Total $ 1,320,159 $ 1,080,619

The $1,026,798 reported as deferred outflows of resources related to pensions resulting from
contributions subsequent to the measurement date will be recognized as a reduction of the net
pension liability during the year ended June 30, 2026. Other amounts reported as deferred outflows
of resources and deferred inflows of resources will be recognized as follows:

Deferred Amounts to be recognized
Fiscal Years following the Reporting Date

June 30, 2026 $ (725,899)
June 30, 2027 30,959
June 30, 2028 (52,516)
June 30, 2029 (39,802)
Total $ (787,258)

Actuarial Assumptions

The total pension liability in the June 30, 2024 actuarial valuation was determined using the following
actuarial assumptions, applied to all periods included in the measurement:

Investment Rate of Return 5.25%
Inflation Rate 2.50%
Payroll Growth Rate 0%
Salary Growth Rate 3.30% to 15.30%, varies by service.

The mortality table used for active members was a PUB-2010 General Mortality table, projected with
the ultimate rates from the MP-2020 mortality improvement scale using a base year of 2010. The
mortality table used for healthy retired members was a system-specific mortality table based on
mortality experience from 2013-2022, projected with the ultimate rates from MP-2020 mortality
improvement scale using a base year of 2023. The mortality table used for the disabled members was
a PUB-2010 Disabled Mortality table, with rates multiplied by 150% for male and female rates,
projected with the ultimate rates from the MP-2020 mortality improvement scale using a base year of
2010.
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The total pension liability, net pension liability, and related sensitivity disclosures are based on actuarial
valuation date of June 30, 2023. The total pension liability as of June 30, 2025, was rolled forward from
the valuation date to the plan’s fiscal year ended June 30, 2024, using generally accepted actuarial
principles. The following actuarial assumptions were:

Actuarial Valuation Date June 30, 2024
Actuarial Cost Method Entry age normal
Amortization Method Level percent of pay
Asset Valuation Method 20% of the difference between the market value of assets
and the expected actuarial value of the assets is
recognized.

Remaining Amortization Period 30 years, closed period at June 30, 2019. After 2019,
gains/losses will be amortized over separate closed 20-
year amortization bases.

Date of Experience Study July 1, 2018, to June 30, 2022

The long-term expected rate of return was determined by using a building-block method in which
best-estimate ranges of expected future real rates of return are developed for each asset class. The
ranges are combined by weighting the expected future real rates of return by the target asset
allocation percentages. The target allocation and best estimates of arithmetic real rate of return for
each major asset class is summarized in the table below. The current long-term inflation assumption
is 2.50% per annum for both the non-hazardous and hazardous plan.

The target asset allocation and best estimates of arithmetic nominal rates of return for each major
asset class are summarized in the following table:

Kentucky Retirement Systems

Long-Term Nominal

Asset Class Target Allocation Rate of Return
Equity:
Public Equity 30.00% 4.15%
Private Equity 6.00% 9.10%
Fixed Income:
Core Fixed Income 27.00% 2.85%
Specialty Credit 20.00% 3.82%
Cash 2.00% 1.70%
Inflation Protected:
Real Estate 5.00% 4.90%
Real Return 10.00% 5.35%
100.00% 4.14%
Long term inflation assumption 2.50%
Expected nominal return for portfolio 6.64%
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Discount Rate

The projection of cash flows used to determine the discount rate of 5.25% assumes that local
employers would contribute the actuarially determined contribution rate of projected compensation
over the remaining 30-year amortization period of the unfunded actuarial accrued liability. Future
contributions are projected assuming contributions of the actuarially determined contribution are fully
met each future year calculated in accordance with the current funding policy. The discount rate does
not use a municipal bond rate.

Sensitivity of the Council’'s Proportionate Share of the Net Pension Liability to Changes in the Discount
Rate

The following presents the net pension liability of the Council, calculated using the discount rate of
5.25%, as well as what the Council’s net position liability would be if it were calculated using a discount
rate that is one percentage point lower (4.25%) or one percentage point higher (6.25%):

1% Decrease Discount 1% Increase
(4.25%) (5.25%) (6.25%)
The Council's
proportionate share $ 17,908,518 $ 15,470,808 $ 13,451,261

Detailed information about the KERS's fiduciary net position is available in the separately issued
Kentucky Employees’ Retirement System'’s Annual Financial Report (a matter of public record). The
Commonwealth’s Annual Comprehensive Financial Report (ACFR) should be referred to for additional
disclosures related to KERS. The Kentucky Retirement System also issues a publicly available financial
report that includes financial statements and required supplementary information for the KERS, which
may be obtained online at www.kyret.ky.gov.

In addition to the above defined benefit pension plan, the Council’'s employees are also eligible to
participate in two deferred compensation plans sponsored by the Commonwealth. These plans are
organized as a Section 457 plan and as a Section 401(k) plan under the Internal Revenue Code. Both
plans permit employees to defer a portion of their salary until future years. Deferred compensation is
not available to employees until termination, retirement, death, or financial hardship. The Kentucky
Public Employees Deferred Compensation Authority (KPEDCA) issues a publicly available financial
report that includes financial statements and required supplementary information for the KPEDCA. The
report may be obtained by writing to the Kentucky Public Employees Deferred Compensation
Authority, 101 Sea Hero Road, Suite 110, Frankfort, Kentucky 40601-8862.
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11. POST-EMPLOYMENT HEALTH CARE BENEFITS

Kentucky Employers Retirement System

All regular full-time employees who work in non-hazardous duty positions of any state department,
board, agency, county, city, school board, and any eligible local agencies participate in an Other Post-
employment Benefit (OPEB) plan administered by the Kentucky Employees Retirement System (KERS),
a cost-sharing multi-employer public employee retirement system. The plan provides health insurance
benefits to plan members and to certain beneficiaries of plan members under prescribed
circumstances.

Benefits

Benefits and contribution rates are established by state statute. Per Kentucky Revised Statute 61.565,
contribution requirements of active employees and participating organizations are established and
may be amended by the Kentucky Retirement System'’s board. Employees with a participation date
after 9/1/2008 were required to contribute an additional 1 percent of their salary for retiree healthcare
benefits.

Benefit Factor

Months of Service Percent of Premium
Participation prior to July 2003: Less than 48 0%
48 — 119 inclusive 25%
120 — 179 inclusive 50%
180 - 239 inclusive 75%
240 or more 100%
Participation between July 2003 and Greater than $10 per month for each
August 2008 or equal year of service without
to 120 regards to a max dollar

adjusted by 1.5% annually

Participation on or after September 2008: Greater than $10 per month for each
or equal year of service without
to 180 regards to a max dollar

adjusted by 1.5% annually
Cost of Living Members participating after 2008 receive a 1.5% increase annually.

Contributions

The Council was contractually required to contribute 1.55% of covered payroll to the nonhazardous
KERS insurance plan for the year ending June 30, 2025. The Council's total statutorily required
contributions to the KERS nonhazardous insurance plan for the year ended June 30, 2025 was $33,719,
of which $31,544 was normal cost contribution and $2,175 as the actuarially accrued liability
contribution, for the year ended June 30, 2025, which is 100% of the statutorily required contribution.
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Note 10 provides a detailed breakdown of the Council's contractually required contributions to the
normal cost percentage of covered payroll and an actuarially accrued liability contribution amount for
fiscal year 2024.

At June 30, 2025, the Council reported a liability of $912,213 or its proportionate share of the collective
net OPEB liability. The collective net OPEB liability was measured as of June 30, 2024. At June 30, 2024,
the Council’s proportion was 0.126162%, which decreased 0.011627% from its proportion measured
as of June 30, 2023.

For the year ended June 30, 2025, the Council recognized an OPEB benefit of $754,086 and deferred
outflows and deferred inflows related to OPEB from the following sources:

Deferred Deferred
Outflows Inflows
Difference between expected and actual experience $ 71,651 $ 754,182
Net difference between projected
projected and actual earnings on investments -0- 67,731
Change in assumptions 55,692 33,389
Changes in proportion and difference between employer
contributions and proportionate share of contributions -0- 338,783
Contributions subsequent to the measurement date 67,884 -0-
Total $ 195,227 $ 1,194,085

Of the total amount reported as deferred outflows of resources related to OPEB, $33,719 resulting
from Council statutorily required contributions and $34,165 resulting from the implicit subsidy
subsequent to the measurement date and before the end of the fiscal year will be included as a
reduction of the collective net OPEB liability in the year ended June 30, 2025. Other amounts reported
as deferred outflows of resources and deferred inflows of resources will be recognized as follows:

Deferred Amounts to be recognized
Fiscal Years following the Reporting Date

June 30, 2026 $  (753,842)
June 30, 2027 (254,485)
June 30, 2028 (40,366)
June 30, 2029 (18,049)
Total $  (1,066,742)

Actuarial Assumptions:
The total OPEB liability in the June 30, 2024 actuarial valuation was determined using the following
actuarial assumptions, applied to all periods included in the measurement:

Investment Rate of Return 6.50%
Inflation Rate 2.50%
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Payroll Growth Rate 0%
Salary Growth Rate 3.30% to 15.30%, varies by service
Healthcare Trend Rates:
Pre-65 Initial trend starting at 7.1% on 1/1/2026 and gradually
decreasing to a trend rate of 4.25% over a period of 14
years.
Post-65 Initial trend starting at 8.00% in 2026 and gradually

decreasing to a trend rate of 4.25% over a period of 10
years.

The mortality tables for active members was a PUB-2010 General Mortality table projected with the
ultimate rates from the MP-2020 mortality improvement scale using a base year of 2010. Healthy
Retired Members was a system-specific mortality table based on mortality experience from 2013-2022,
projected with the ultimate rates from MP-2020 mortality improvement scale using a base year of
2023. Disabled Members was a PUB-2010 Disabled Mortality table, with rates multiplied by 150% for
both male and female rates, projected with the ultimate rates from the MP-2020 mortality
improvement scale using a base year of 2010.

The total OPEB liability, net OPEB liability, and related sensitivity disclosures are based on an actuarial
valuation date of June 30, 2023. The total OPEB liability was rolled-forward from the valuation date to
the plan’s fiscal year ended June 30, 2024, using generally accepted actuarial principles.

Actuarial Valuation Date June 30, 2024
Actuarial Cost Method Entry age normal
Amortization Method Level percent of pay
Asset Valuation Method 20% of the difference between the market value of assets
and the expected actuarial value of the assets is
recognized.

Remaining Amortization Period 30 years, closed period at June 30, 2019. After 2019,
gains/losses will be amortized over separate closed 20-
year amortization bases.

Date of Experience Study July 1, 2018, to June 30, 2022

The long-term expected rate of return was determined by using a building-block method in which
best-estimate ranges of expected future real rates of return are developed for each asset class. The
ranges are combined by weighting the expected future real rates of return by the target asset
allocation percentages. The target allocation and best estimates of arithmetic real rate of return for
each major asset class is summarized in the table below. The current long-term inflation assumption
is 2.50% per annum for both the non-hazardous and hazardous plan.
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The target asset allocation and best estimates of arithmetic nominal rates of return for each major
asset class are summarized in the following table:

Kentucky Retirement Systems

Long-Term Nominal

Asset Class Target Allocation Rate of Return
Equity:
Public Equity 40.00% 4.15%
Private Equity 8.00% 9.10%
Fixed Income:
Core Fixed Income 10.00% 2.85%
Specialty Credit 25.00% 3.82%
Cash 2.00% 1.70%
Inflation Protected:
Real Estate 7.00% 4.90%
Real Return 8.00% 5.35%
100.00% 4.43%
Long term inflation assumption 2.50%
Expected nominal return for portfolio 6.93%

Discount Rate

On June 5, 2023, the Board of Trustees adopted a new actuarial assumption. The discount rate used to
calculate total OPEB liability increased from 5.94% to 6.00%. The discount rate determination used an
expected rate of return of 6.50% and a municipal bond rate of 3.97%, as reported in Fidelity Index’s
“20-Year Municipal GO AA Index” as of June 30, 2024.

Based on the stated assumptions and the projection of cash flows as of each fiscal year ending, each
plan’s fiduciary net position and future contributions were projected separately and were sufficient to
finance the future benefit payments of the current plan members. Therefore, the long-term expected
rate of return on insurance plan investments was applied to all periods of the projected benefit
payments paid from the plan. However, the cost associated with the implicit employer subsidy is not
currently being included in the calculation of the KERS's actuarially determined contributions, and it is
our understanding that any cost associated with the implicit subsidy will not be paid out of the KERS's
trust. Therefore, the municipal bond rate was applied to future expected benefit payments associated
with the implicit subsidy.

The projection of cash used to determine the single discount rate assumes that the funds receive the
required employer contributions each future year, as determined by the current funding policy
established in statute. The target asset allocation and best estimates of arithmetic nominal rates of
return for each major asset class are summarized in the Commonwealth’s ACFR.
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Sensitivity of the Council’s proportionate share of the collective net OPEB liability to changes in the
discount rate.

The following presents the Council’s proportionate share of the collective net OPEB liability, as well as
what the Council’s proportionate share of the collective net OPEB liability would be if it were calculated
using a discount rate that is 1-percentage-point lower or 1-percentage-point higher than the current
discount rate:

1% Decrease Discount 1% Increase
(5.00%) (6.00%) (7.00%)
The Council's
proportionate share  $ 1,260,403 $ 912,213 $ 617,873

Sensitivity of the Council’s proportionate share of the collective net OPEB liability to changes in the
healthcare cost trend rates.

The following presents the Council’s proportionate share of the collective net OPEB liability, as well as
what the Council’'s proportionate share of the collective net OPEB liability would be if it were calculated
using healthcare cost trend rates that are 1-percentage-point lower or 1 percentage-point higher than
the current healthcare cost trend rates that are 1-percentage-point lower or 1 percentage-point higher
than the current healthcare cost trend rates:

Healthcare Cost Trend Rates

1% Decrease Current 1% Increase
The Council's
proportionate share  $ 676,624 $ 912,213 $ 1,185,060

Detailed information about the KERS's fiduciary net position is available in the separately issued
Kentucky Employees’ Retirement System’s Annual Financial Report (which is a matter of public record).
The Commonwealth of Kentucky's Annual Comprehensive Financial Report should be referred to for
additional disclosures related to KERS.
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12. INTERGOVERNMENTAL TRANSACTIONS

At June 30, 2025, intergovernmental receivables consisted of the following:

Due from the General Fund of the Commonwealth of Kentucky:

Appropriations for agency operations $ 69,769
Due from the Kentucky Education Workforce Development Cabinet:

Adult learner grant funds 360,138
Due from the Cabinet for Health and Family Services:

Community based services training 123,712
Due from the Office of Early Childhood Education

Preschool education grant 49,803
Due from postsecondary institutions:

Appropriations for agency operations 319,647

Total intergovernmental receivables $ 923,069

At June 30, 2025, intergovernmental revenue consisted of the following:

Funding for the Equine Industry Program Trust and Revolving Fund

collected by the Commonwealth of Kentucky $ 428,978
Funding for grants provided by agencies of the Commonwealth of Kentucky:
Kentucky Education Workforce Development Cabinet-Adult learner grant 382,504
Kentucky Board of Nuclear Medicine-Nuclear Medicine grant 5,526
Office of Early Childhood Education—Preschool education grant 84,918
Cabinet for Health and Family Services— Community based services training 123,712

Funding for grants provided by agencies of the Commonwealth of

Kentucky for the Technology Initiative Trust Fund 385,018
Total intergovernmental revenues $ 1,410,656

At June 30, 2025, intergovernmental expenditures consisted of the following:

Payments to the Commonwealth of Kentucky Universities in accordance
with the following:

Bucks for Brains Program $ 5,827,601
Research Challenge Program 1,000,000
Equine Industry Program Trust and Revolving Fund 360,000
Technology Trust Fund program 116,742
Regional Network Enhance Program 606,018
Total intergovernmental expenses $ 7,910,361

At June 30, 2025, intergovernmental revenue in the Fiduciary fund consisted of the following:

Funding for the Cancer Research Institution Matching Fund from a Special

Revenue Fund of the Commonwealth of Kentucky $ 2,243,202
Total intergovernmental revenues $ 2,243,202
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13. FUND BALANCE

As described in Note 1, fund financial statements report governmental fund equity as fund balance.
Fund balance is classified as nonspendable or spendable, with balances reported as restricted,
committed, assigned or unassigned. As of June 30, 2025, fund balances are composed of the following:

Nonspendable

Nonspendable fund balance of $13,500 represents funds collected from an institution placed on
probation. These funds cannot be spent by the Council and may only be refunded to the institution if
it remains on probation status.

Restricted
Regional
University Research Technology
Excellence Challenge Initiative Nonmajor
Trust Fund Trust Fund Trust Fund Funds Total
Regional Universities $ 914,871 $ -0- % -0- % -0- $ 914,871
Eastern KY University 2,127,800 -0- -0- -0- 2,127,800
Morehead University 244,000 -0- -0- -0- 244,000
Murray State University 999 -0- -0- -0- 999
Northern KY University 449,600 -0- -0- -0- 449,600
University of Louisville -0- 5,787,820 -0- -0- 5,787,820
University of Kentucky -0- 6,585,667 -0- -0- 6,585,667
Third Round -0- 1,910,866 -0- -0- 1,910,866
KY postsecondary
education network -0- -0- 685,427 -0- 685,427
Technology support -0- -0- 762,591 -0- 762,591
Virtual library -0- -0- 1,824,722 -0- 1,824,722
NASH. catalyst -0- -0- 2,400 -0- 2,400
NASH stipend -0- -0- 8,562 -0- 8,562
CLIMB Grant -0- -0- 313,464 -0- 313,464
Student basic needs -0- -0- 238,129 -0- 238,129
SHEEO -0- -0- 8,383 -0- 8,383
Equine Fund -0- -0- -0- 350,435 350,435
Total $ 3,737,270 $14,284353 § 3,843,678 $ 350435 $22,215736
Operations Fund:
Licensure of postsecondary institutions 803,714
Healthcare Workforce Investment Fund:
Interest income 33,460
Total Restricted funds $ 23,052,910
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Committed
Technology
Initiative
Trust Fund
Student success and strategic initiatives $ 262,990
Healthcare workforce summer bridge 37,394
Kentucky State overrun 200,000
Kentucky Student Success 88,719
Interest income 20,291
College access initiative 1,298,781
Total Committed funds $ 1,908,175
Assigned
Technology
Initiative
Operations Trust Fund Total
Administrative overhead-grants $ 902,092 $ -0- $ 902,092
Program review system -0- 62,445 62,445
Conferences -0- 3,491 3,491
Total assigned funds $ 902,092 $ 65936 $ 968,028
Unassigned

The Kentucky State University Stabilization Fund had a negative fund balance of ($834) on June 30,
2025. The General Operations Fund had a negative fund balance of ($865,653) on June 30, 2025. The
negative fund balances are due to expenditure accruals of the Council under the modified accrual basis
of accounting. Additional revenues received in fiscal year 2025 are expected to eliminate the deficits.

RELATED PARTY TRANSACTIONS

The Council is a component unit of the Commonwealth of Kentucky and, as such, conducts transactions
with other Commonwealth agencies and component units in the normal course of operations. These
transactions are considered related party transactions because the Commonwealth can significantly
influence the Council’s operations.

The Commonwealth Office for Technology (COT) provides technical support for State government
agencies in the application of information technology including major information resource functions
such as data center operations, data and voice communications (i.e. the Kentucky Information
Highway), data administration, hardware selection and installation, and related end-user and customer
support services. During 2025, the Council paid approximately $471,500 to COT for services provided
during the year.
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The Council received the benefit of accounting and administrative services from the Personnel Cabinet
and Finance and Administration Cabinet for 2025. During 2025, the Council paid approximately $9,200
to the Personnel Cabinet and approximately $13,600 to the Finance and Administration Cabinet for
services provided during the year.

The Council uses vehicles from the Transportation Cabinet's fleet. During 2025, the Council paid
approximately $24,500 to the Transportation Cabinet for use of their vehicles.

The Council leases office space from the Department for Facilities and Support Services. During 2025,
the Council paid approximately $312,700 to the Department for Facilities and Support Services for the
leased office space and utilities. Additionally, the Council uses the Department for Facilities and
Support Services for printing services and postage. During 2025, the Council paid approximately
$15,200 to the Department for Facilities and Support Services for printing and postage. The Council
also pays the Kentucky State Patrol for security services at their offices. During 2025, the Council paid
approximately $5,800 to the Kentucky State Patrol for security as well as the Kentucky Communications
Network Authority for internet services, paying approximately $590,800 in 2025.

The Council entered into a Memorandum of Agreement with the Kentucky Department of Education
(KDE) to secure the services of Dr. Amanda Ellis, an employee of KDE, to serve as Vice President of K-
12 Policy/Programs and later as Senior Vice President of Student Access and Success. Under this
agreement, the Council reimburses KDE for Dr. Ellis's salary and fringe benefits. For fiscal year 2025,
the Council paid approximately $175,800 for salary and benefits. In addition, the Council paid
approximately $110,700 during fiscal year 2025 for the eTranscript initiative, which supports electronic
transcript exchange across Kentucky institutions.

COMMITMENTS AND CONTINGENCIES

As of June 30, 2025, the Council is committed under certain agreements and contracts in the amount
of approximately $39,600,000 These commitments are largely comprised of contractual obligations for
future program expenditures under the Council’s strategic investment and incentive funding programs,
as well as its pass-through (fiduciary) programs. These program disbursements will largely be to the
Commonwealth’s postsecondary education institutions, as well as the other typical recipients of the
Council's program funding. As such, these commitments will be funded primarily during the
subsequent fiscal year by legislative General Fund appropriations and federal program revenues.

Federal program revenue consists principally of reimbursable grants from the United States
Department of Education. Grants are generally conditioned upon compliance with terms and
conditions of the grant agreement and applicable federal regulations, including the expenditure of the
resources for eligible purposes. Substantially all grants are subject to financial and compliance audits
by the grantors. Any disallowances as a result of these audits become a liability of the Council. As of
June 30, 2025, the Council estimates that no material liabilities will result from such audits.
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RISK MANAGEMENT

Torts and Errors and Omissions:

The Council manages its risks of loss related to torts and errors and omissions internally.

Injuries to Employees:

The Council is a member of the Statewide Workers’ Compensation Insurance Program, a self-insurance
program for the benefit of the Commonwealth’s employees. The Commonwealth of Kentucky's Annual
Comprehensive Financial Report should be referred to for additional disclosures related to the
Workers' Compensation Insurance Program.

Theft of, Damage to, and Destruction of Assets:

The Council utilizes the Commonwealth of Kentucky's Risk Management Fund to cover the exposure
to losses arising from theft of, damage to, or destruction of the Council’s personal property. The
Commonwealth of Kentucky's Annual Comprehensive Financial Report should be referred to for
additional disclosures related to the Risk Management Fund.

FAIR VALUE MEASUREMENTS

The framework for measuring fair value provides a fair value hierarchy that prioritizes the inputs to
valuation techniques used to measure fair value. The hierarchy gives the highest priority to unadjusted
quoted prices in active markets for identical assets or liabilities (level 1) and the lowest priority to
unobservable inputs (level 3). The three levels of the fair value hierarchy are described as follows:

e Level 1: Inputs to the valuation methodology are unadjusted quoted prices for identical assets
or liabilities in active markets that the Council has the ability to access.

e Level 2: Inputs to the valuation methodology include quoted prices for similar assets or liabilities
in active markets; quoted prices for identical or similar assets or liabilities in inactive markets;
inputs other than quoted prices that are observable for the asset or liability; inputs that are
derived principally from or corroborated by observable market data by correlation or other
means. If the asset or liability has a specified (contractual) term, the level 2 input must be
observable for substantially the full term of the asset or liability.

e Level 3: Inputs to the valuation methodology are unobservable and significant to the fair value
measurement.

The asset or liability’s fair value measurement level within the fair value hierarchy is based on the lowest
level of any input that is significant to the fair value measurement. Valuation techniques maximize the
use of relevant observable inputs and minimized the used of unobservable inputs.

56



COUNCIL ON POSTSECONDARY EDUCATION

NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2025

The following table sets forth by level, within the hierarchy, the Council’s assets and liabilities measured
at fair value on a recurring basis as of June 30, 2025 are as follows:

Assets at Fair Value as of June 30, 2025
Level 1 Level 2 Level 3 Total

Commonwealth's
investment pool  $ 6368329 $ 2037316 $ -0- $ 8,405,645

Total

The Council's policy is to recognize transfers between levels as of the actual date of the event or
changes in circumstances. There were no transfers between levels during the year ended June 30, 2025.

The Council holds investments which are exposed to various risks such as interest rate, market, and
credit. Due to the level of risk associated with these securities and the level of uncertainty related to
changes in the value, it is at least reasonably possible that changes in the various risk factors will occur

in the near term that could materially affect the amounts reported in the accompanying financial
statements.
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REQUIRED SUPPLEMENTARY INFORMATION

SCHEDULE OF PROPORTIONATE SHARE OF THE NET PENSION LIABILITY KENTUCKY EMPLOYERS' RETIREMENT SYSTEM-NONHAZARDOUS

LAST TEN FISCAL YEARS

Reporting fiscal year
Measurement date

Proportion of the net
pension liability

Proportionate share of the
net pension liability
Covered payroll

Proportionate share of the net
pension liability as a percentage
of its covered payroll

Plan fiduciary net position
as a percentage of the
total pension liability

Note:

2025 2024 2023 2022 2021 2020 2019 2018 2017 2016

2024 2023 2022 2021 2020 2019 2018 2017 2016 2015

0.128392% 0.143909% 0.157048% 0.166941% 0.160350% 0.161487% 0.176962% 0.184184% 0.191420% 0.183165%

$ 15,470,808 $ 17,727,757 $ 20,836,096 $ 22,231,529 $ 22,713,021 $ 22,806,813 $ 24,073,513 $ 24,659,174 $ 21,821,203 $ 18,374,905

$ 2297568 § 2,176,133 $ 2044582 $ 2173901 $ 2286217 § 2,362,042 $ 2708898 $ 2,907,191 § 3,005194 ¢ 2,988,947

673.36% 814.64% 1019.09% 1022.66% 993.48% 965.55% 888.68% 848.21% 726.12% 614.76%

25.96% 22.32% 18.21% 18.48% 14.01% 13.66% 12.84% 13.32% 14.80% 18.83%

The amounts presented above for the fiscal year were determined as of June 30 for the year prior (measurement date).

See report of independent auditors. See notes to required supplementary information.
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REQUIRED SUPPLEMENTARY INFORMATION
SCHEDULE OF PENSION CONTRIBUTIONS KENTUCKY EMPLOYERS' RETIREMENT SYSTEM-NONHAZARDOUS

LAST TEN FISCAL YEARS

2025 2024 2023 2022 2021 2020 2019 2018 2017 2016
Statutorily required
employer contribution $ 1,026,798 1,356,025 $ 1,511,014 § 1522252 $ 1,593,035 $ 1623900 $ 1677759 $ 1112284 § 1,169,854 $ 926,802
Contribution in relation to the
statutorily required contribution 1,026,798 1,356,025 1,511,014 1,522,252 1,593,035 1,623,900 1,677,759 1,112,284 1,169,854 926,802
Contribution deficiency (excess) $ -0- -0- $ -0- $ -0- $ -0- $ -0- $ -0- $ -0- $ -0- $ -0-
Covered payroll $ 2175419 2,297,568 $ 2,176,133 $ 2,044,582 $ 2173901 $ 2286217 $ 2,362,042 $ 2708898 $ 2,907,191 $ 3,005,194
Employer contribution as a
percentage of covered payroll 47.20% 59.02% 69.44% 74.45% 73.28% 71.03% 71.03% 41.06% 40.24% 30.84%

See report of independent auditors. See notes to required supplementary information.
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REQUIRED SUPPLEMENTARY INFORMATION

SCHEDULE PROPORTIONATE SHARE OF THE NET OPEB LIABILITY KENTUCKY EMPLOYERS' RETIREMENT SYSTEM-NONHAZARDOUS

LAST NINE FISCAL YEARS

Reporting fiscal year
Measurement date

Proportion of the net
OPEB liability

Proportionate share of the
net OPEB liability
Covered payroll

Proportionate share of the net
OPEB liability as a percentage
of its covered payroll

Plan fiduciary net position as a
as a percentage of the
total OPEB liability

Note:

2025

2024 2023 2022 2021 2020 2019 2018 2017

2024

0.126162%

$ 912213
$ 2,297,568

39.70%

70.95%

2023 2022 2021 2020 2019 2018 2017 2016

0.137789%  0.151811%  0.166029%  0.160350%  0.161487%  0.177214%  0.184184%  0.191420%

$ 1,081,081 ¢ 3358227 $ 1,081,081 $ 4,071,139 ¢ 3,589,688 $ 4,201,588 §$ 4,670,837 $ 3,953,169
$ 2,176,133 § 2,044,582 $ 2,173,901 $ 2,286,217 $ 2,362,042 $ 2,708,898 $ 2,907,191 $ 3,005,194

49.68% 164.25% 49.73% 178.07% 151.97% 155.10% 160.66% 131.54%

66.14% 38.15% 38.38% 29.47% 30.92% 27.32% 24.37% 24.48%

This schedule is intended to present 10 years of the proportionate share of the net pension liability. Currently, only those years with information available
are presented. The amounts presented above for the fiscal year were determined as of June 30 for the year prior (measurement date).

See report of independent auditors. See notes to required supplementary information.
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REQUIRED SUPPLEMENTARY INFORMATION
SCHEDULE OF OPEB CONTRIBUTIONS KENTUCKY EMPLOYERS' RETIREMENT SYSTEM-NONHAZARDOUS
LAST TEN FISCAL YEARS

2025 2024 2023 2022 2021 2020 2019 2018 2017 2016

Statutorily required

employer contribution $ 33719 § 164276 $ 177512 $ 196317 $ 242390 $ 283491 $ 292893 $ 227818 $ 242750 $ 238312
Contribution in relation to the

statutorily required contribution 33,719 164,276 177,512 196,317 242,390 283,491 292,893 227,818 242,750 238,312
Contribution deficiency (excess)  $ -0- % -0- % -0- % -0- % -0- % -0- % -0- § -0- § -0- § -0-
Covered payroll $ 2175419 $ 2,297,568 $ 2,176,133 $ 2,044,582 $ 2,173,901 $ 2,286,217 $ 2,362,042 $ 2,708,898 $ 2,907,191 ¢ 3,005,194
Employer contributions as a

percentage of covered payroll 1.55% 7.15% 8.16% 9.60% 11.15% 12.40% 12.40% 8.41% 8.35% 7.93%

See report of independent auditors. See notes to required supplementary information.
61



COUNCIL ON POSTSECONDARY EDUCATION

REQUIRED SUPPLEMENTARY INFORMATION
SCHEDULE OF BUDGETARY COMPARISON-OPERATIONS FUND
YEAR ENDED JUNE 30, 2025

Operations Fund

Budget Over (Under)
Original Final Actual Final Budget

Revenues

State appropriations $ 8990940 $ 10,049,700 9,748,071 $ (301,629)

Charges for services 500,000 500,000 500,000 -0-

Other grant revenues -0- -0- 1,848 1,848

Federal programs 274,800 274,800 281,446 6,646

Total revenues 9,765,740 10,824,500 10,531,365 (293,135)

Budget Basis Expenditures

Personnel services 8,227,340 8,227,340 8,125,590 (101,750)

Utilities, rentals, and other services 932,500 978,333 862,104 (116,229)

Commodities and supplies 983,960 993,960 947,091 (46,869)

Grants and subsidies 216,000 216,000 216,000 -0-

Travel 139,900 139,900 100,550 (39,350)

Capital expenditures -0- -0- -0- -0-

Total budget basis expenditures 10,499,700 10,555,533 10,251,335 (304,198)

Excess (deficiency) of revenues over

budgetary basis expenditures (733,960) 268,967 280,030 11,063
Fund balance - July 1, 2024 2,730,672 2,865,842 1,481,257 (1,384,585)
Fund balance - June 30, 2025 $ 199,712 $ 3134809 $ 1,761,287 $ (1,373,522)

See report of independent auditors. See notes to required supplementary information.
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REQUIRED SUPPLEMENTARY INFORMATION
SCHEDULE OF BUDGETARY COMPARISON-FEDERAL FUND

YEAR ENDED JUNE 30, 2025

Revenues
Federal programs

Total revenues

Budget Basis Expenditures
Personnel services

Utilities, rentals, and other services
Commodities and supplies

Grants and subsidies

Travel

Capital expenditures

Total budget basis expenditures

Excess (deficiency) of revenues over
budget basis expenditures

Fund balance —July 1, 2024
Fund balance - June 30, 2025

Federal Fund

Budget Over (Under)

Original Final Actual Final Budget

$ 8942900 $§ 8942900 $ 7,191,855 $ (1,751,045)
8,942,900 8,942,900 7,191,855 (1,751,045)
4,650,000 4,650,000 3,488,774 (1,161,226)
576,000 576,000 399,467 (176,533)
340,500 340,500 173,505 (166,995)
3,192,900 3,192,900 2,320,633 (872,267)
183,500 183,500 187,150 3,650

-0- -0- -0- -0-
8,942,900 8,942,900 6,569,529 (2,373,371)
-0- -0- 622,326 622,326

187,345 (169,189) (624,926) (455,737)

$ 187345 §  (169,189) $ (26000 $ 166,589

See report of independent auditors. See notes to required supplementary information.
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REQUIRED SUPPLEMENTARY INFORMATION
SCHEDULE OF BUDGETARY COMPARISON-REGIONAL UNIVERSITY EXCELLENCE TRUST FUND
YEAR ENDED JUNE 30, 2025

Regional University Excellence Trust Fund

Budget Over (Under)
Original Final Actual Final Budget

Revenues
Investment earnings $ -0- § -0- $ 349857 $ 349,857
Total revenues -0- -0- 349,857 349,857

Budget Basis Expenditures
Grants and subsidies 8,650,000 8,650,000 5,827,601 (2,822,399)

Total budget basis expenditures 8,650,000 8,650,000 5,827,601 (2,822,399)

Excess (deficiency) of revenues over

budget basis expenditures (8,650,000) (8,650,000) (5,477,744) 3,172,256
Fund balance - July 1, 2024 9,360,500 8,650,000 9,215,014 565,014
Fund balance - June 30, 2025 $ 710,500 $ -0- $ 3,737,270 $ 3,737,270

See report of independent auditors. See notes to required supplementary information.
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REQUIRED SUPPLEMENTARY INFORMATION
SCHEDULE OF BUDGETARY COMPARISON-RESEARCH CHALLENGE TRUST FUND
YEAR ENDED JUNE 30, 2025

Research Challenge Trust Fund

Budget Over (Under)
Original Final Actual Final Budget
Revenues
Investment earnings $ -0- $ -0- $ 666,322 $ 666,322
Budget Basis Expenditures
Grants and subsidies 13,373,487 13,373,487 1,000,000 (12,373,487)
Total budget basis expenditures 13,373,487 13,373,487 1,000,000 (12,373,487)
Excess (deficiency) of revenues over
budget basis expenditures (13,373,487) (13,373,487) (333,678) 13,039,809
Fund balance — July 1, 2024 29,699,037 14,618,031 14,618,031 -0-
Fund balance - June 30, 2025 $ 16,325550 $ 1,244544 § 14284353 $ 13,039,809

See report of independent auditors. See notes to required supplementary information.
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REQUIRED SUPPLEMENTARY INFORMATION
SCHEDULE OF BUDGETARY COMPARISON-TECHNOLOGY INITIATIVE TRUST FUND
YEAR ENDED JUNE 30, 2025

Technology Initiative Trust Fund

Budget Over (Under)
Original Final Actual Final Budget
Revenues
State appropriations $ 3,653,200 $ 3,653,200 $ 3,653,200 $ -0-
Charges for services 4,100,700 4,100,700 4,174,790 74,090
Intergovernmental revenues -0- -0- 38,334 38,334
Other grant revenues -0- -0- 10,725 10,725
Investment earnings -0- -0- 226,232 226,232
Other revenues -0- -0- 129,749 129,749
Total revenues 7,753,900 7,753,900 8,233,030 479,130
Budget Basis Expenditures
Personnel services 4,100,000 4,100,000 3,603,708 (496,292)
Utilities, rentals, and other services 800,000 800,000 106,708 (693,292)
Commodities and supplies 3,600,000 3,600,000 4,022,957 422,957
Grants and subsidies 700,000 700,000 544,699 (155,301)
Travel 60,000 60,000 47,762 (12,238)
Capital outlay -0- -0- 6,048 6,048
Total budget basis expenditures 9,260,000 9,260,000 8,331,882 (928,118)
Excess (deficiency) of revenues over
budget basis expenditures (1,506,100) (1,506,100) (98,852) 1,407,248
Fund balance - July 1, 2024 1,634,261 1,634,261 5,619,408 3,985,147
Fund balance - June 30, 2025 $ 128161 § 128161 $ 5520556 § 5,392,395

See report of independent auditors. See notes to required supplementary information.
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REQUIRED SUPPLEMENTARY INFORMATION
SCHEDULE OF BUDGETARY COMPARISON-SPECIAL GRANTS INITIAVES FUND
YEAR ENDED JUNE 30, 2025

Revenues
Intergovernmental revenues
Other grant revenues

Total revenues

Budget Basis Expenditures
Personnel services

Utilities, rentals, and other services
Commodities and supplies

Grants and subsidies

Travel

Total budget basis expenditures

Excess (deficiency) of revenues over
budget basis expenditures

Fund balance — July 1, 2024
Fund balance - June 30, 2025

Special Grants Initiatives Fund

Budget Over (Under)

Original Final Actual Final Budget

$ 564737 $ 564737 $ 158,143 § (406,594)

1,010,263 1,010,263 1,105,724 95,461
1,575,000 1,575,000 1,263,867 (311,133)
1,703,404 1,703,404 969,570 (733,834)
169,863 169,863 15,322 (154,541)
82,900 82,900 78,161 (4,739)
100,000 100,000 2,111 (97,889)
63,000 63,000 25,784 (37,216)

2,119,167 2,119,167 1,090,948 (1,028,219)

(544,167) (544,167) 172,919 717,086

-0- -0- -0- -0-

$ (544,167) $ (544,167) $ 172919 § 717,086

See report of independent auditors. See notes to required supplementary information.
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REQUIRED SUPPLEMENTARY INFORMATION
SCHEDULE OF BUDGETARY COMPARISON-HEALTHCARE WORKFORCE INVESTMENT FUND
YEAR ENDED JUNE 30, 2025

Healthcare Workforce Investment Fund

Budget Over (Under)
Original Final Actual Final Budget
Revenues
State appropriations $ 7,000,000 $ 7,000,000 $ 141987 $ (6,858,013)
Other grant revenues -0- -0- 2,081,308 2,081,308
Total revenues 7,000,000 7,000,000 2,223,295 (4,776,705)
Budget Basis Expenditures
Grants and subsidies 7,000,000 -0- 283,974 283,974
Total budget basis expenditures 7,000,000 -0- 283,974 283,974
Excess (deficiency) of revenues over
budget basis expenditures -0- 7,000,000 1,939,321 (5,060,679)
Fund balance - July 1, 2024 -0- -0- -0- -0-
Fund balance - June 30, 2025 $ -0- $ 7,000,000 $ 1939321 $ (5060679

See report of independent auditors. See notes to required supplementary information.
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CONTRIBUTIONS

Contractually required employer contribution reported on the Schedule of Pension Contributions
exclude the portion of contributions paid to Kentucky Employees Retirement System (KERS) but
allocated to the insurance fund of the KERS. The insurance contributions are reported on the Schedule
of Other Post-employment Benefits (OPEB) OPEB Contributions.

PAYROLL

The Council's covered payroll reported on the Schedule of Proportionate Share of the Net Pension
Liability and the Schedule of Proportionate Share of the Net OPEB Liability is one year prior to the
Council's fiscal year payroll as reported on the Schedule of Contributions for Pensions and OPEB.

CHANGES OF ASSUMPTIONS - PENSION NONHAZARDOUS
Measurement period at June 30, 2024

There were no changes in assumptions made by the Kentucky Legislature and reflected in the valuation
performed as of June 30, 2021.

Measurement period at June 30, 2023

There were no changes in assumptions made by the Kentucky Legislature and reflected in the valuation
performed as of June 30, 2021.

Measurement period at June 30, 2022

There were no changes in assumptions made by the Kentucky Legislature and reflected in the valuation
performed as of June 30, 2020.

Measurement period at June 30, 2021

The following changes in assumptions were made by the Kentucky Legislature reflected in the
valuation performed as of June 30, 2019:

« Amortization period changed from a 26-year closed period to a 30-year closed period at June
30, 2019. Additionally gains/losses incurring after 2019 will be amortized over separate closed
20-year amortization bases.

« Retiree mortality changed from RP-2000 Combined Mortality Table, projected to 2013 with
Scale BB (set back 1 year for females) to a system-specific mortality table based on mortality
experience from 2013-2018, projected with the ultimate rates from MP-2014 mortality
improvement scale using a base year of 2019.
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Measurement period at June 30, 2020

The following changes in assumptions were made by the Kentucky Legislature reflected in the
valuation performed as of June 30, 2017:

« Projected Salary increase change 3.55% - 15.55% to 3.30% - 15.30%, varied by service.
Measurement period at June 30, 2019

The following changes in assumptions were made by the Kentucky Legislature reflected in the
valuation performed as of June 30, 2017:

« Asset Valuation Method changes from a 5-year smoothed market to a 20% of the difference
between the market value of assets and the expected actuarial value of assets is recognized.

« Amortization period decreased from a 27-year to a 26-year period.

« Rate of return change from 6.75% to 5.25%.

« Projected salary increases change from 4.00% average to 3.55% - 15.55%, varied by service.

 Inflation rate change from 3.25% to 2.30%.

Measurement period at June 30, 2018

The following changes in assumptions were made by the Kentucky Legislature reflected in the
valuation performed as of June 30, 2016:

« The payroll growth assumed changed from 2.00% to 0.00%.
» Amortization period decreased from a 28-year to a 27-year period.
« Rate of return change from 7.50 % to 6.75 %.

Measurement period at June 30, 2017

The following changes in assumptions were made by the Kentucky Legislature reflected in the
valuation performed as of June 30, 2015:

« The payroll growth assumed had been 0.00%, however in the current year is increased to 2.00%.

« Amortization period had been decreasing by 1 year, however in the current year it increased 1
year to a 28-year closed period.

« Rate of return change from 6.75 % to 7.50%.

Measurement period at June 30, 2016

The following changes in assumptions were made by the Kentucky Legislature reflected in the
valuation performed as of June 30, 2015:

« Amortization period decreased from a 28-year to a 27-year period.
« Rate of return change from 7.50% to 6.75%.
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Measurement period at June 30, 2015

The following changes in assumptions were made by the Kentucky Legislature reflected in the
valuation performed as of June 30, 2015:

« Amortization period decreased from a 29-year to a 28-year period.
« Rate of return change from 7.75% to 7.50%.

« Projected salary increase change from 4.50% to 4.00%.

« Inflation rate change from 3.50% to 3.25%.

CHANGES OF ASSUMPTIONS - OTHER POST-EMPLOYMENT BENEFITS NONHAZARDOUS
Measurement period at June 30, 2024

» The healthcare trend assumption was reviewed during the June 30, 2023 valuation and updated
to reflect higher anticipated long-term healthcare cost increases.

« Discount rate used increased to 6.50% (based on expected rate of return); 3.97% for implicit
subsidy portion (municipal bond rate).

Measurement period at June 30, 2023

The following changes in assumptions were made by the Kentucky Legislature reflected in the
valuation performed as of June 30, 2021:

» Pre 65 healthcare trend rates changed from an initial trend starting at 6.30% at January 1, 2022,
gradually decreasing to an ultimate trend rate of 4.05% over a period of 14 years to an initial
trend starting at 6.30% at January 1, 2023, gradually decreasing to an ultimate trend rate of
4.05% over a period of 13 years.

Measurement period at June 30, 2022

The following changes in assumptions were made by the Kentucky Legislature reflected in the
valuation performed as of June 30, 2020:

« Pre 65 healthcare trend rates changed from an initial trend starting at 6.25% at January 1, 2021
and gradually decreasing to an ultimate trend rate of 4.05% over a period of 13 years to an
initial trend starting at 6.30% at January 1, 2022, gradually decreasing to an ultimate trend rate
of 4.05% over a period of 14 years.

« Post 65 healthcare trend rates changed from an initial trend starting at 5.50% at January 1,
2021 and gradually decreasing to an ultimate trend rate of 4.05% over a period of 14 years to
an initial trend starting at 6.30% at January 1, 2023 and gradually decreasing to an ultimate
trend rate of 4.05% over a period of 13 years.
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Measurement period at June 30, 2021

The following changes in assumptions were made by the Kentucky Legislature reflected in the
valuation performed as of June 30, 2019:

Amortization period changed from a 26-year closed period to a 30-year closed period at June
30, 2019. Additionally gains/losses incurring after 2019 will be amortized over separate closed
20-year amortization bases.

Projected salary increases change from 3.55% - 15.55% to 3.30% - 15.30%, varied by service.
Retiree mortality changed from RP-2000 Combined Mortality Table, projected to 2013 with
Scale BB (set back 1 year for females) to a system-specific mortality table based on mortality
experience from 2013-2018, projected with the ultimate rates from MP-2014 mortality
improvement scale using a base year of 2019.

Pre 65 healthcare trend rates changed from an initial trend starting at 7.25% at January 1, 2019
and gradually decreasing to an ultimate trend rate of 4.05% over a period of 11 years to an
initial trend starting at 6.25% at January 1, 2021 and gradually decreasing to an ultimate trend
rate of 4.05% over a period of 13 years.

Post 65 healthcare trend rates changed from an initial trend starting at 5.10% at January 1,
2019 and gradually decreasing to an ultimate trend rate of 4.05% over a period of 11 years to
an initial trend starting at 5.50% at January 1, 2021 and gradually decreasing to an ultimate
trend rate of 4.05% over a period of 14 years.

Measurement period at June 30, 2020

There were no changes in assumptions made by the Kentucky Legislature and reflected in the valuation
performed as of June 30, 2017.

Measurement period at June 30, 2019

The following changes in assumptions were made by the Kentucky Legislature reflected in the
valuation performed as of June 30, 2017:

Payroll growth rate assumed changed from4.00% to 0.00%

Amortization period decreased from a 27-year, closed to a 26-year, closed period.

Rate of return change from 7.50% to 6.25%.

Projected salary increases change from 4.00% average to 3.55% - 15.55%, varied by service.
Inflation rate change from 3.25% to 2.30%.

Pre 65 healthcare trend rates changed from an initial trend starting at 5.50% and gradually
decreasing to an ultimate trend rate of 5.00% over a period of 2 years to an initial trend starting
at 5.10% at January 1, 2019 and gradually decreasing to an ultimate trend rate of 4.05% over
a period of 11 years.

Post 65 healthcare trend rates changed from an initial trend starting at 5.50% and gradually
decreasing to an ultimate trend rate of 5.00% over a period of 2 years to an initial trend starting
at 5.10% at January 1, 2019 and gradually decreasing to an ultimate trend rate of 4.05% over
a period of 11 years.
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Measurement period at June 30, 2018

The following changes in assumptions were made by the Kentucky Legislature reflected in the
valuation performed as of June 30, 2016:

« Amortization period decreased from a 28-year, closed to a 27-year period, closed.
Measurement period at June 30, 2017

There were no changes in assumptions made by the Kentucky Legislature and reflected in the valuation
performed as of June 30, 2015.

SCHEDULES OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES-BUDGET AND
ACTUAL (BUDGETARY BASIS) RECONCILIATION

Budgetary Basis versus GAAP

The accompanying schedules of revenues, expenditures, and changes in fund balances, budget and
actual (budgetary basis) - unaudited, presents comparisons of the legally adopted budget with actual
data on the budgetary basis. Accounting principles applied for purposes of developing data on the
budgetary basis differ from those used to present financial statements in conformity with accounting
principles generally accepted in the United States of America (GAAP). An explanation of the differences
between budgetary inflows and outflows and revenues and expenditures determined in accordance
with GAAP follows:
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Total revenues per the budgetary
comparison schedule
Accounts receivable
Appropriations receivable
Due from state agencies
Due from state universities
Due from federal government
Other grant revenue receivable
Deferred revenue

Total revenues per the statement
of revenues, expenditures,
and changes in fund balance

Total expenditures per the budgetary
comparison schedule
Change in accounts payable
Change in due to other funds
Change in accrued expenditures

Change in compensated absences, noncurrent

Total expenditures per the statement
of revenues, expenditures,
and changes in fund balance

Regional Research Special Healthcare

University Challenge Technology Grants Workforce

Federal Excellence Trust Initiative Initiative Investment

Operations  Programs Trust Fund Fund Trust Fund Fund Fund

$ 10,531,365 $ 7,191,855 $ 349,857 $ 666,322 $ 8233030 $ 1263867 § 2223295
-0- -0- -0- -0- 90,760 -0- -0-

33,195 -0- -0- -0- (151,807) -0- -0-

-0- -0- -0- -0- -0- 532,991 -0-

-0- -0- -0- -0- 319,647 -0- -0-

-0- (671,358) -0- -0- -0- -0- -0-

-0- -0- -0- -0- 4,620 -0- -0-
-0- -0- -0- -0- -0- (474,361) (1,905,861)

$ 10,564,560 $ 6,520,497 $ 349,857 $ 666,322 $ 8496250 $1322497 § 317434
$ 10,251,335 $ 6,569,529 $ 5,827,601 $ 1,000000 $ 8331,882 $ 1,090,948 $ 283,974
33,195 (82,564) -0- -0- (184,073) 172,384 -0-
(55,770) -0- -0- -0- 55,770 -0- -0-
8,733 (19,862) -0- -0- (16,869) 50,663 -0-
144,349 53,394 -0- -0- 1,772 8,502 -0-

$ 10,381,842 $ 6,520,497 $ 5,827,601 §$ 1,000000 § 8188482 §$ 1322497 §$ 283,974
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COUNCIL ON POSTSECONDARY EDUCATION

ADDITIONAL SUPPLEMENTARY INFORMATION
COMBINING BALANCE SHEET-OPERATIONS FUND
JUNE 30, 2025

ASSETS
Cash and cash equivalents
Investments
Intergovernmental receivables
Restricted
Cash and cash equivalents
Investments

Total assets

LIABILITIES
Accounts and other payables
Accrued expenses
Accrued compensated absences

Total liabilities

FUND BALANCES
Restricted
Assigned
Unassigned

Total fund balances

Total liabilities and fund balances

Admistrative S.R.E.B. Special
General Overhead- Contract Initiatives Total
Operations Grant Dues Licensure Program Operations
$ -0- $ 148,952 $ -0- $ -0- % -0- % 148,952
-0- 753,140 -0- -0- -0- 753,140
7,993 -0- -0- -0- 42,376 50,369
-0- -0- -0- 141,869 -0- 141,869
-0- -0- -0- 717,326 -0- 717,326
$ 7993 % 902,092 $ -0- $ 859,195 $ 42376 $ 1,811,656
$ 7993 § -0- $ -0- $ -0- $ 42376 % 50,369
208,009 -0- -0- 13,911 30,228 252,148
623,479 -0- -0- 41,570 3,937 668,986
839,481 -0- -0- 55,481 76,541 971,503
-0- -0- -0- 803,714 -0- 803,714
-0- 902,092 -0- -0- -0- 902,092
(831,488) -0- -0- -0- (34,165) (865,653)
(831,488) 902,092 -0- 803,714 (34,165) 840,153
$ 7993 § 902,092 $ -0- §$ 859,195 $ 42,376 $ 1,811,656

See report of independent auditors

75



COUNCIL ON POSTSECONDARY EDUCATION

ADDITIONAL SUPPLEMENTARY INFORMATION

COMBINING SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE-OPERATIONS

FOR THE YEAR ENDED JUNE 30, 2025

REVENUES:
State appropriations
Federal revenues
Other grant revenues
Charges for services

Total revenues
EXPENDITURES:
Personnel services
Utilities, rentals, and other services
Commodities and supplies
Grants and subsidies

Travel
Total expenditures

EXCESS OF EXPENDITURES
OVER (UNDER) REVENUES

Fund balances, July 01, 2024
Fund balances, June 30, 2025

Admistrative S.R.E.B. Special
General Overhead- Contract Initiatives Total
Operations Grant Spaces Licensure Program Operations
$ 8067584 $ -0- % 221,271 -0- $ 1490511 $ 9,779,366
-0- 281,446 -0- -0- -0- 281,446
-0- 1,848 -0- -0- -0- 1,848
-0- -0- -0- 501,900 -0- 501,900
8,067,584 283,294 221,271 501,900 1,490,511 10,564,560
6,736,701 -0- -0- 366,162 1,145,489 8,248,352
854,630 89 -0- 1,100 6,199 862,018
524,012 -0- 221,271 167,129 34,713 947,125
-0- -0- -0- -0- 225,621 225,621
82,730 -0- -0- -0- 15,996 98,726
8,198,073 89 221,271 534,391 1,428,018 10,381,842
(130,489) 283,205 -0- (32,491) 62,493 182,718
(700,999) 618,887 -0- 836,205 (96,658) 657,435
$ (831,488) $ 902,092 § -0- 803,714 § (34,165) $ 840,153

See report of independent auditors
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ADDITIONAL SUPPLEMENTARY INFORMATION
COMBING BALANCE SHEET-OTHER GOVERNMENTAL FUNDS
JUNE 30, 2025

Equine Industry KY Regional Kentucky Total
Program Trust Network State Non-major
and Revolving Enhancement University Governmental
Fund Fund Stabilization Funds
ASSETS
Appropriations receivables $ -0- $ -0- $ 19,400 $ 19,400
Restricted:
Cash and cash equivalents 77,678 -0- -0- 77,678
Investments 392,757 -0- -0- 392,757
Total assets $ 470,435 $ -0- § 19,400 $ 489,835
LIABILITIES
Accounts and other payables $ 120,000 $ -0- $ 19,400 $ 139,400
Accrued compensated absences -0- -0- 834 834
Total liabilities 120,000 -0- 20,234 140,234
FUND BALANCE
Restricted 350,435 -0- -0- 350,435
Unassigned -0- -0- (834) (834)
Total fund balances (deficit) 350,435 -0- (834) 349,601
Total liabilities and fund balances $ 470435 $ -0- $ 19,400 §$ 489,835

See report of independent auditors
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COUNCIL ON POSTSECONDARY EDUCATION

ADDITIONAL SUPPLEMENTARY INFORMATION
COMBINING SCHEDULE OF REVENUE, EXPENDITURES, AND CHANGES IN FUND BALANCES-OTHER GOVERNMENTAL FUNDS
FOR THE YEAR ENDED JUNE 30, 2025

Equine Industry Regional Kentucky Total
Program Trust Network State Other
and Revolving Enhancement University Governmental
Fund Program Stabilization Funds
REVENUES:
State appropriations $ -0- -0- $ 482,049 $ 482,049
Intergovernmental revenues 428,978 -0- -0- 428,978
Total revenues 428,978 -0- 482,049 911,027
EXPENDITURES:
Personnel services -0- -0- 457,309 457,309
Travel -0- -0- 11,542 11,542
Grants and subsidies 120,000 -0- -0- 120,000
Intergovernmental expenditures 360,000 606,018 -0- 966,018
Total expenditures 480,000 606,018 468,851 1,554,869
EXCESS OF EXPENDITURES
OVER (UNDER) REVENUES (51,022) (606,018) 13,198 (643,842)
Fund balances, July 01, 2024 401,457 606,018 (14,032) 993,443
Fund balances, June 30, 2025 $ 350,435 -0- 9 (834) $ 349,601

See report of independent auditors
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COUNCIL ON POSTSECONDARY EDUCATION

ADDITIONAL SUPPLEMENTARY INFORMATION
SCHEDULE OF GRANTS AND SUBSIDIES
FOR THE YEAR ENDED JUNE 30, 2025

Governmental Fiduciary
Funds Funds
Assessment and Professional Development $ 225,621 $ -0-
Gaining Early Awareness and Readiness
for Undergraduate Programs 82,422 -0-
American Rescue Plan 23,195 -0-
Federal Healthcare Workforce Initiative 1,509,625 -0-
Simmons College 765,927 -0-
Technology Initiative Trust Fund 403,910 -0-
Special Grant Initiatives 42,342 -0-
State Healthcare Workforce Initiative 283,974 -0-
Equine Industry Program Trust and Revolving Fund 120,000 -0-
Cancer Research Institutions Matching Fund -0- 2,256,340
National Stem Cell Research Program -0- 300,000
Healthcare Residency Program -0- 8,000,000
Cancer Research Screenings -0- 5,843,200
Ovarian Cancer Screenings -0- 1,000,000
Spinal Cord and Head Injury Research -0- 2,000,000
Southern Regional Education Board Doctoral
Scholars Program (SREB) -0- 50,000
Total grants and subsidies $ 3457016 $ 19,449,540

See report of independent auditors
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REPORT OF INDEPENDENT AUDITORS ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Council Members
Council on Postsecondary Education
Frankfort, Kentucky

We have audited, in accordance with the auditing standards generally accepted in the United States
of America and the standards applicable to financial audits contained in Government Auditing
Standards issued by the Comptroller General of the United States, the financial statements of the
governmental activities, each major fund, and the aggregate remaining fund information of the Council
on Postsecondary Education (the Council), a component unit of the Commonwealth of Kentucky, as of
and for the year ended June 30, 2025, and the related notes to the financial statements, which
collectively comprise the Council’s basic financial statements, and have issued our report thereon
dated January 15, 2026.

Report on Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Council's internal
control over financial reporting (internal control) as a basis for designing audit procedures that are
appropriate in the circumstances for the purpose of expressing our opinions on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the Council’s
internal control. Accordingly, we do not express an opinion on the effectiveness of the Council’s
internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent,
or detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control, such that there is a reasonable possibility that a
material misstatement of the entity’s financial statements will not be prevented or detected and
corrected on a timely basis. A significant deficiency is a deficiency, or a combination of deficiencies, in
internal control that is less severe than a material weakness, yet important enough to merit attention
by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of
this section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any
deficiencies in internal control that we consider to be material weaknesses. However, material
weaknesses or significant deficiencies may exist that have not been identified.
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To the Council Members
Council on Postsecondary Education
Frankfort, Kentucky

Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Council’s financial statements are free
from material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements, noncompliance with which could have a direct and
material effect on the financial statements. However, providing an opinion on compliance with those
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The
results of our tests disclosed no instances of noncompliance or other matter that are required to be
reported under Government Auditing Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the
entity’s internal control or on compliance. This report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the entity’s internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.

Blwe Lo, L1

Lexington, Kentucky
January 15, 2026
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REPORT OF INDEPENDENT AUDITORS ON COMPLIANCE WITH EACH MAJOR
FEDERAL PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE
REQUIRED BY THE UNIFORM GUIDANCE

To the Council Members
Council on Postsecondary Education
Frankfort, Kentucky

Report on Compliance for Each Major Federal Program

Opinion on Each Major Federal Program

We have audited Council on Postsecondary Education’s (the “Council”) compliance with the types of
compliance requirements identified as subject to audit in the OMB Compliance Supplement that could
have a direct and material effect on each of the Council’'s major federal programs for the year ended
June 30, 2025. The Council's major federal programs are identified in the summary of auditor’s results
section of the accompanying schedule of findings and questioned costs.

In our opinion, the Council complied, in all material respects, with the compliance requirements
referred to above is that could have a direct and material effect on each of its major federal programs
for the year ended June 30, 2025.

Basis for Opinion on Each Major Program

We conducted our audit of compliance in accordance with auditing standards generally accepted in
the United States of America; the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States; and the audit requirements
of Title 2 US. Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost
Principles, and Audit Requirements for Federal Awards (Uniform Guidance). Our responsibilities under
those standards and the Uniform Guidance are further described in the Auditor's Responsibilities for
the Audit of Compliance section of our report.

We are required to be independent of the Council and to meet our other ethical responsibilities, in
accordance with relevant ethical requirements relating to our audit. We believe the audit evidence we
have obtained is sufficient and appropriate to provide a basis for our opinion. Our audit does not
provide a legal determination of the Council’'s compliance with the compliance requirements referred
to above.

Responsibilities of Management for Compliance

Management is responsible for compliance with the requirements referred to above and for the design,
implementation, and maintenance of effective internal control over compliance with the requirements
of laws, statutes, regulations, rules, and provisions of contracts or grant agreements applicable to the
Council's federal programs.
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To the Council Members
Council on Postsecondary Education
Frankfort, Kentucky

Auditor’s Responsibilities for the Audit of Compliance

Our objectives are to obtain reasonable assurance about whether material noncompliance with the
compliance requirements referred to above occurred, whether due to fraud or error, and express an
opinion on the Council's compliance based on our audit. Reasonable assurance is a high level of
assurance but is not absolute assurance and therefore is not a guarantee that an audit conducted in
accordance with generally accepted auditing standards, Government Auditing Standards, and the
Uniform Guidance will always detect material noncompliance when it exists. The risk of not detecting
material noncompliance resulting from fraud is higher than for that resulting from error, as fraud may
involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.
Noncompliance with the compliance requirements referred to above is considered material if there is
a substantial likelihood that, individually or in the aggregate, it would influence the judgement made
by a reasonable user of the report on compliance about the Council's compliance with the
requirements of each major federal program as a whole.

In performing an audit in accordance with generally accepted auditing standards, Government Auditing
Standards, and the Uniform Guidance, we:

e Exercise professional judgement and maintain professional skepticism throughout the audit.

e Identify and assess the risks of material noncompliance, whether due to fraud or error, and
design and perform audit procedures responsive to those risks. Such procedures include
examining, on a test basis, evidence regarding the Council’'s compliance with the compliance
requirements referred to above and performing such other procedures as we considered
necessary in the circumstances.

e Obtain an understanding of the Council’s internal control over compliance relevant to the audit
in order to design audit procedures that are appropriate in the circumstances and to test and
report on internal control over compliance in accordance with the Uniform Guidance, but not
for the purpose of expressing an opinion on the effectiveness of the Council's internal control
over compliance. Accordingly, no such opinion is expressed.

We are required to communicate with those charged with governance regarding, among other
matters, the planned scope and timing of the audit and any significant deficiencies and material
weaknesses in internal control over compliance that we identified during the audit.

Report on Internal Control Over Compliance

A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their
assigned functions, to prevent, or detect and correct, noncompliance with a type of compliance
requirement of a federal program on a timely basis. A material weakness in internal control over
compliance is a deficiency, or a combination of deficiencies, in internal control over compliance, such
that there is a reasonable possibility that material noncompliance with a type of compliance
requirement of a federal program will not be prevented, or detected and corrected, on a timely basis.
A significant deficiency in internal control over compliance is a deficiency, or a combination of
deficiencies, in internal control over compliance with a type of compliance requirement of a federal
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To the Council Members
Council on Postsecondary Education
Frankfort, Kentucky

program that is less severe than a material weakness in internal control over compliance, yet important
enough to merit attention by those charged with governance.

Our consideration of internal control over compliance was for the limited purpose described in the
Auditor’s Responsibilities for the Audit of Compliance section above and was not designed to identify
all deficiencies in internal control over compliance that might be material weaknesses or significant
deficiencies in internal control over compliance. Given these limitations, during our audit we did not
identify any deficiencies in internal control over compliance that we consider to be material
weaknesses, as defined above. However, material weaknesses or significant deficiencies in internal
control over compliance may exist that were not identified.

Our audit was not designed for the purpose of expressing an opinion on the effectiveness of internal
control over compliance. Accordingly, no such opinion is expressed.

The purpose of this report on internal control over compliance is solely to describe the scope of our
testing of internal control over compliance and the results of that testing based on the requirements
of the Uniform Guidance. Accordingly, this report is not suitable for any other purpose.

Bl L G LLe

Lexington, Kentucky
January 15, 2026
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COUNCIL ON POSTSECONDARY EDUCATION

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

YEAR ENDED JUNE 30, 2025

Pass-Through Entity
Identifying Number

Passed
Through to
Subrecipient

Total
Federal

Expenditures

FEDERAL GRANTOR
Pass Through Grantor Federal
Program Title AL Number
Department of Education
Gaining Early Awareness and Readiness for Undergraduate Programs 84.334S
Gaining Early Awareness and Readiness for Undergraduate Programs 84.334S

Total Gaining Early Awareness and Readiness for Undergraduate Programs
Passed Through the Commonwealth of Kentucky
Education Stabilization Fund
COVID-19 - Elementary and Secondary School Emergency Relief Fund 84.425U
Total Department of Education

Department of the Treasury
Passed Through the Commonwealth of Kentucky
COVID-19 - Coronavirus State and Local Fiscal Recovery Fund
Healthcare Workforce Initiative 21.027
Simmons College 21.027
Total Department of the Treasury

Total Federal Awards Expenditures

4300003-21

SLFRP1027
SLFRP1027

$ -0- $ 816,621
-0- 3,080,573

-0- 3,897,194

2,049 223,956

$ 2,049 $ 4,121,150
$ 1,611,955 $ 1,914,866
765,927 765,927
2,377,882 $ 2,680,793

$ 2,379,931 $ 6,801,943

See report of independent auditors and notes to the schedule of expenditures of federal awards.
85



1.

COUNCIL ON POSTSECONDARY EDUCATION

NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
YEAR ENDED JUNE 30, 2025

BASIS OF PRESENTATION

The accompanying schedule of expenditures of federal awards (the Schedule) includes the federal
grant activity of the Council on Postsecondary Education (the Council) under programs of the federal
government for the year ended June 30, 2025. The information in this Schedule is presented in
accordance with requirements of Title 2 U.S. Code of Federal Regulations (CFR) Part 200, Uniform
Administration Requirements, Cost Principles, and Audit Requirements, Cost Principles, and Audit
Requirements for Federal Awards (the Uniform Guidance). Some amounts presented in this Schedule
may therefore differ from amounts presented in, or used in the preparation of, the basic financial
statements.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Expenditures reported on the Schedule are reported on the modified accrual basis of accounting. Such
expenditures are recognized following the cost principles contained in the Uniform Guidance, wherein
certain types of expenditures are not allowable or are limited as to reimbursement. Negative amounts
shown on the Schedule represent adjustments or credits made in the normal course of business to
amounts reported as expenditures in prior years.

The award revenues received and expended are subject to audit and adjustment. If any expenditures
are disallowed by the grantor as a result of such an audit, any claim for reimbursement to the grantor
would become a liability of the Council. In the opinion of management, all grant expenditures are in
compliance with the terms of the grant agreements and applicable federal laws and regulations.

INDIRECT COST RATE

The Council did not elect to use the 10% de minimis indirect cost rate as allowed under the Uniform
Guidance. The Council utilized an 8% indirect cost rate for the Gaining Early Awareness and Readiness
for Undergraduate Programs (GEAR UP) federal program, as allowed per program guidelines.

SUBRECIPIENTS

The accompanying Schedule includes expenditures consisting of federal awards provided to
subrecipients as follows below and on the next pages.

Elementary and Secondary School Emergency Relief Fund

Subrecipient Name Amount
Frederick Douglas High School $ 2,049

See report of independent auditors.
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COUNCIL ON POSTSECONDARY EDUCATION

NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

YEAR ENDED JUNE 30, 2025

Coronavirus State and Local Fiscal Recovery Fund

Subrecipient Name Amount

Bluegrass Community and Technical College $ 12,940
Eastern Kentucky University 35424
Kentucky Community and Technical College System 795,779
Kentucky State University 93,481
Madisonville Community and Technical College 2,481
Morehead State University 35,090
Murray State University 31,400
Northern Kentucky University 372,829
Simmons College 765,927
University of Kentucky 59,718
University of Louisville 171,571
Western Kentucky University 1,242

$ 2377882

See report of independent auditors.
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COUNCIL ON POSTSECONDARY EDUCATION

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
JUNE 30, 2025

I.  Summary of Auditor’s Results

Financial Statements

Type of auditor’s report issued: unmodified

Internal Control over financial reporting:

Material weakness(es) identified? _ Yes X No
Significant deficiency(s) identified that are not
considered to be material weaknesses? _ Yes _ X None reported
Noncompliance material to financial statements noted? __ Yes _X No
Federal Awards

Internal control over major programs:

Material weakness(es) identified? Yes X No

Significant deficiency(s) identified that are not
considered to be material weaknesses? Yes X __None reported

Type of auditor’s report issued on compliance for major programs:

Unmodified for all major programs

Any audit findings disclosed that are required to be
reported in accordance with the Uniform Guidance? Yes X _No
Identification of major program(s):

Assistance Listing
Number (s) Name of Federal Program or Cluster

84.334S Gaining Early Awareness and Readiness for Undergraduate Programs

Dollar threshold used to distinguish between type A
and Type B programs: $ 750,000

Auditee qualified as low-risk auditee? X Yes No

Il. Financial Statement Findings

None

lll.  Findings and Questioned Costs - Federal Awards

None
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COUNCIL ON POSTSECONDARY EDUCATION

SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
FOR THE YEAR ENDED JUNE 30, 2025

There were no findings reported for the year ended June 30, 2024.
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