KY COUNCIL ON POSTSECONDARY EDUCATION
FINANCE COMMITTEE

MEETING AGENDA
December 6, 2019 - 10:00 AM

0

CPE Offices, Conf Rm A

Welcome & Roll Call

Approval of the Minutes
— Oct 16, 2019

Interim Capital Project Approval (Action Iltems)

A. UK — Expand Gatton Student Center Dining Space
B. UofL — Upgrade Cardinal Stadium Wi-Fi and Cellular Services

V. Disposition of Real Property (Action Item)
V. Preliminary Tuition Setting Timeline
A. Accelerated Process for 2020-217?
B. One-Year or Two-Year Parameters?
VI. Current Tuition and Mandatory Fee Policy
VII.  Distribution of Unmatched 2020-22 Asset Preservation Funds
VIIl.  KSU Management and Improvement Plan Update
IX. Other Business
X. Adjournment
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DRAFT MINUTES
Council on Postsecondary Education

Type: Finance Committee Meeting
Date: October 16, 2019
Time: 9:00 a.m.

Location: Council on Postsecondary Education, Conference Room A

CALL TO ORDER

The Finance Committee met Wednesday, October 16, 2019, at 9:00 a.m., ET, at the
CPE offices in Frankfort, Kentucky. Committee Chair Ben Brandstetter presided.

ATTENDENCE

— Attendance in person: Ben Brandstetter, OJ Oleka, and Robert Staat.

— Attendance by teleconference: Kim Halbauer (joined at 9:30 a.m.), Grant Minix,
Carol Wright, and Sherrill Zimmerman.

— Did not attend: Brandon Wilson.

— Council members attended as guest: Richard Nelson.

— Heather Faesy, CPE’s senior associate for Board Relations, served as recorder of
the meeting minutes.

APPROVAL OF THE MINUTES

The minutes of the following minutes were approved as distributed: June 14, 2019,
August 12, 2019, and September 10, 2019.

The minutes of the October 2, 2019 meeting were approved with the following
amendment:
— Add “after listening to the audio recording” to the end of the statement, “Heather

Faesy, CPE’s senior associate for Board Relations, served as recorder of the
meeting minutes.”

2020-22 BUDGET RECOMMENDATION

Staff presented four potential components of the 2020-22 Biennial Budget
Recommendation:

1) Institutional Operating Funds

2) Capital Investment



3) Trust Funds
4) CPE Agency Budget

Each component was discussed and voted upon separately.

INSTITUTIONAL OPERATING FUNDS

The primary way that Kentucky finances its public postsecondary system and
supports the teaching, research, and public service missions of individual colleges
and universities is by appropriating state General Fund for institutional operations.
These funds, along with tuition and fee revenue, support education and general
(E&G) expenditures on campus, including faculty and staff salaries, fringe benefits,
student financial aid, utilities, building maintenance, libraries, student support
services, and numerous other operating expenses. When available, these funds also
finance strategic initiatives that support attainment of the state’s student success
goals and objectives of the Council’s 2016-2021 Strategic Agenda for Postsecondary
Education.

The request was detailed in the agenda materials and included the following funding
request:

Funding Category

Fiscal Year
2020-21

Fiscal Year
2021-22

Beginning Base ! (2019-20 total
General Fund)

Base Adjustments:
Debt Service (UK only)
Campus Stop Loss Contributions
Performance Fund Transfers

Revised Net Base (net of debt
service)

Additional Budget Requests:
Performance Funding
KSU Land Grant Match

Total Additional Requests

$862,900,800

($2,545,500)
(14,997,800)
14,997,800

$862,900,800

($2,545,500)
(14,997,800)
14,997,800

$860,355,300

$860,355,300

$52,492,400 $74,989,100
497,400 497,400
$52,989,800 $75,486,500

Total Operating Funds Request

$913,345,100

$935,841,800

! Includes regular appropriation and Postsecondary Education

Performance Fund distribution.
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The request also includes the following recommendations and endorsements:

— Recommendation that the Governor and General Assembly line-item
mandated program funding amounts in the 2020-2022 Budget of the
Commonwealth to ensure proper functioning of the performance funding
models.

— Recommendation that the Governor and General Assembly take action to
maintain a stop loss provision in fiscal 2021-22, limiting the reduction in
funding to any institution to two percent (2%) of that institution’s formula base
amount.

— Endorsement of the state student financial aid funding recommendation
outlined in the budget request from the Kentucky Higher Education Assistance
Authority (KHEAA). Special consideration should be given to ensuring financial
aid supporting Kentucky’s lower and moderate income students is the state’s
highest priority.

Committee members discussed the resolution from the Board of Student Body
Presidents, which stated they support the Council’s proposal to focus on funding
performance-funding and stop-loss provision.

MOTION: Mr. Oleka moved the Committee recommend approval of the 2020-22
request for institutional operating funds as presented to the full Council at its October
31, 2019 meeting. Mr. Minix seconded the motion.

VOTE: The motion passed.

CAPITAL INVESTMENT

The capital investment request addresses asset preservation, new construction, and
information technology needs of Kentucky’s public postsecondary institutions for the
2020-22 biennium. It identifies the most pressing campus needs for asset
preservation and renovation of existing facilities (to be funded through a combination
of state General Fund supported bonds and institutional resources) and new and
expanded space and information technology and equipment (to be funded with
institutional resources).

The request was detailed in the agenda materials and included the following funding
request:



Fiscal Fiscal Biennial

Funding Component 2020-21 2021-22 Total

Additional Budget Requests

for:

Capital Construction
Asset Preservation Bond

Funds $200,000,000 $200,000,000 $400,000,000

-- Debt Service 8,239,000 24,717,000 32,956,000
New Construction $0 $0 $0
Information Technology and $0 $0 $0
Equipment

The request includes the following recommendations and authorizations:

Recommendation that any General Fund debt supported bond funds
appropriated for postsecondary institution asset preservation projects in the
2020-22 biennium be matched fifty cents on the dollar with institutional funds

Recommendation of authorizing the following intuitionally-funded capital
projects:

o

New and expanded space: $699,810,000 in agency, federal, private, and
other fund source authority

Information Technology - $296,114,000 in agency, federal, private, and
other fund source authority

Agency Bonds - $1,129,979,500 in agency bonds to finance capital
projects

Life safety, major maintenance, equipment acquisitions, infrastructure
repair and upgrades, and new construction - $6,263,007,845 in agency,
federal, private, and other fund source authority.

Energy Efficiency - Authorization for nine projects (one at each institution)
to improve energy efficiency in campus buildings, including energy
equipment acquisitions, infrastructure repair, and upgrades. These
projects would be funded using third-party financing available through the
Finance and Administration Cabinet, private contractors, or other non-
state funds.

The request also includes the following endorsements:

Inasmuch as the identification of specific projects in a variety of areas of
postsecondary institution operations cannot be ascertained with absolute
certainty at this time, amounts are appropriated and authorized for specific
projects which are not individually identified in this act in the following areas:
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EKU, KCTCS, KSU, MoSU, MuSU, NKU, UK, UofL, and WKU asset
preservation, renovation, major maintenance, infrastructure, and HVAC and
roofing systems.

— Any specific project exceeding $1,000,000 or any major item of equipment
exceeding $200,000 that is initiated shall be reported by the institution to the
Council on Postsecondary Education, the Secretary of the Finance and
Administration Cabinet, and the Capital Projects and Bond Oversight
Committee no later than 30 days after the specific project or equipment item is
initiated and funded. The report shall identify the need for, and provide a brief
description of, each project or equipment item pursuant to KRS Chapter 45.

Dr. Payne stated that a statement was erroneously omitted regarding the procedure
of the unmatched asset preservation funds and would be included when presented to
the Council for approval at the October 31, 2019.

MOTION: Ms. Zimmerman moved the Committee recommend approval of the 2020-
22 request for capital investment as presented to the full Council at its October 31,
2019 meeting. Ms. Wright seconded the motion.

VOTE: The motion passed.

TRUST FUNDS

Council staff did not present a recommendation for trust funds for the 2020-22
Biennial Budget Recommendation.

Committee members discussed a funding request for the endowment match program,
Bucks 4 Brains. While some are supportive of submitting a request for funds, several
members were more in favor of postponing that request for the next biennium and
letting the universities sustain the programs without additional funding at this time.
Proponents of the program stated the program accelerates the growth of the
programs and allows for better and faster results and provides for a national
presence as a state that supports research excellence. Mr. Minix reminded the
Committee that the BSBP resolution did not endorse the request for Bucks 4 Brains.

MOTION: Ms. Halbauer moved the Committee not include a funding request for the
endowment match program, Bucks 4 Brains. Ms. Wright seconded the motion.

VOTE: The motion passed 5-2 in a roll call vote. Those who voted in favor: Mr.
Brandstetter, Ms. Halbauer, Mr. Minix, Mr. Oleka, and Ms. Wright. Those who voted
against: Dr. Staat and Ms. Zimmerman.
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Council members also discussed a funding request for KCTCS Nursing Program
Expansion. While there was no doubt that an expansion of the nursing program is
needed, several members of the Committee felt they did not have enough information
to make a recommendation at this time. Additionally, there were concerns that the
program wouldn’t be sustainable without further investment. Proponents of the
request stated that nursing programs at the universities are already at capacity and
an expansion of the KCTCS program would address many workforce issues in high
demand areas. Ms. Halbauer stated she would like to see the program as a
statewide initiative that includes all public institutions and not just the two-year
colleges.

MOTION: Dr. Staat moved the Committee include a funding request for the KCTCS
Nursing Program Expansion. Ms. Zimmerman seconded the motion.

VOTE: The motion did not pass 2-5 in a roll call vote. Those who voted in favor: Dr.
Staat and Ms. Zimmerman. Those who voted against: Mr. Brandstetter, Ms.

Halbauer, Mr. Minix, Mr. Oleka, and Ms. Wright.

CPE AGENCY BUDGET

The 2020-22 General Fund agency budget request was detailed in the agenda
materials and included the following funding request components:

— Increases in General Fund appropriations of $148,900 in 2020-21 and $241,200
in 2021-22 to fund the Council’s defined calculations.

— Increases in General Fund appropriations of $273,200 in 2020-21 and $289,200
in 2021-22 to fund Contract Spaces cost increases, maintain 164 veterinary
spaces and 44 optometry spaces, and to fund increases in Kentucky’'s SREB
membership dues.

— Additional appropriations of $100,000 in fiscal 2020-21 to support two SREB
doctoral scholar’s students at the University of Kentucky and two at the
University of Louisville in the first year of the upcoming biennium, and
recommends $200,000 in fiscal year 2021-22 to support two additional doctoral
scholar’s students at each institution in the second year of the biennium.

— Tobacco Settlement Fund appropriations of $6,686,500 in 2020-21 and
$6,686,500 in 2021-22 for cancer research at the University of Kentucky and the
University of Louisville.

— Restricted funds appropriations of $4,973,300 in fiscal year 2020-21 and
$4,973,300 in fiscal year 2021-22.



— Annual, total appropriations of $4,000,000 in fiscal year 2020-21 and $4,000,000
in fiscal year 2021-22 to enable federal fund expenditures related to the GEAR
UP program.

MOTION: Mr. Minix moved the Committee recommend approval of the 2020-22
agency budget request as presented to the full Council at its October 31, 2019
meeting. Mr. Oleka seconded the motion.

VOTE: The motion passed.

KENTUCKY-WEST VIRGINIA RECIPROCITY AGREEMENT

Staff presented the tuition reciprocity agreement between Kentucky and West Virginia
for the 2019-21 fiscal years. The West Virginia agreement has two-year term, and
the proposed 2019-21 renewal has no substantive changes.

MOTION: Dr. Staat moved the Committee recommend approval of the 2019-21
Kentucky-West Virginia Reciprocity Agreement as presented to the full Council at its
October 31, 2019 meeting. Ms. Wright seconded the motion.

VOTE: The motion passed.

OTHER BUSINESS

Committee Chair Brandstetter asked staff to poll the members for the next meeting
and for it to occur in November or early December.

ADJOURNMENT

The Finance Committee adjourned at 10:55 a.m., ET.

MINUTES REVIEWED AND APPROVED BY THE FINANCE COMMITTEE:




ACTION ITEM
KY COUNCIL ON POSTSECONDARY EDUCATION December 6, 2019

TITLE: Interim Capital Project Request from the University of Kentucky

RECOMMENDATION: Pursuant to delegation by the full Council, staff recommends
that the Finance Committee approve University of Kentucky’s
request for interim authorization of a capital project to expand
dining space at the Gatton Student Center using $999,950 in
agency restricted funds and $24,000,050 in private funds.

PRESENTERS: Bill Payne, Vice President for Finance and Administration, CPE
Shaun McKiernan, Director of Finance and Budget, CPE

SUPPORTING INFORMATION

University of Kentucky (UK) officials request authorization for an interim capital project
to expand dining space at the Gatton Student Center to meet increased demand. The
expansion will increase Champions Kitchen to accommodate 350 additional seats and
will also include a second and third floor which will be used as needed and funds allow
in the future. The total project scope is estimated at $25,000,000. Most of the funding
($24,000,050) will come from UK’s foodservice provider, and the remaining funds
($999,950) will come from institutional resources. UK personnel will oversee the design
and implementation of the project. This project was approved by UK’s Board of Trustees
on October 18, 2019.

House Bill 592 (2018) created a new provision in KRS 164A.575, which allows public
postsecondary institutions to authorize capital projects not specifically listed in the state
budget as long as the projects are funded with non-general fund appropriations, do not
jeopardize funding for existing programs, and are reported by the institution to the
Capital Projects and Bond Oversight Committee. The pertinent section of KRS
164A.575 is provided below:

(15) Notwithstanding KRS 45.760, the governing board may authorize a
capital construction project or a major item of equipment even though it
is not specifically listed in any branch budget bill, subject to the
following conditions and procedures:

(@) The full cost shall be funded solely by non-general fund
appropriations;



(b) Moneys specifically budgeted and appropriated by the General
Assembly for another purpose shall not be allotted or re-allotted
for expenditure on the project or major item of equipment. Moneys
utilized shall not jeopardize any existing program and shall not
require the use of any current general funds specifically dedicated
to existing programs; and

(c) The institution's president, or designee, shall submit the project or
major item of equipment to the Capital Projects and Bond
Oversight Committee for review as provided by KRS 45.800.

The Gatton Student Center was originally constructed in 1938 and the Alumni Gym was
built in 1924. Both were completely renovated, expanded, and combined in 2018. The
facility is currently 378,000 square feet and includes space for student organizations,
dining, bookstore, ballroom and entertainment venues, retail, student lounges, and
administrative offices.

The approval process for a capital project that exceeds $1,000,000 is as follows:

e The project must be approved by an institution’s board of trustees or regents;

e The project must be submitted to the Council on Postsecondary Education for
review and action;

e |If approved by the Council, projects at KCTCS and KSU are submitted to the
Secretary of the Finance and Administration Cabinet for review and action, and
subsequently submitted by the Secretary to the Capital Projects and Bond
Oversight Committee for review;

e |f approved by the Council, projects at EKU, MoSU, MuSU, NKU, UK, UofL, and
WKU are submitted by the requesting institution to the Capital Projects and Bond
Oversight Committee for review, and a copy is provided to the Finance and
Administration Cabinet as information; and

¢ Following review and action by the appropriate agencies, the project may be
initiated by the requesting institution.

Because this project was not previously approved by the Council and it was not
authorized in the enacted 2018-20 budget (HB 200), Council approval is now required to
authorize this project. UK will not be debt financing any portion of this project; therefore,
provisions of KRS 45.763 do not apply.

Following Council action, staff will notify the president of UK, the Secretary of the
Finance and Administration Cabinet, and the Capital Projects and Bond Oversight
Committee of the Council’'s recommendation concerning this project.



University of e
k Facilities Management
Ke ntu C y Office of the Vice President

October 29, 2019

President Aaron Thompson
Council on Postsecondary Education
1024 Capital Center Drive, Suite 320
Frankfort, Kentucky 40601

RE: New Capital Project — Expand Student Center
Dear President Thompson:

Pursuant to KRS 164A.575(15), the University of Kentucky is reporting a new capital project, Expand
Student Center, which was approved by the University’s Board of Trustees on October 18, 2019. No
general fund appropriations will be required for completion of this $25 million project which will be
funded with funds from our dining partner, Aramark, and agency funds.

The University’s student center was originally constructed in 1938 and Alumni Gym was constructed in
1924. Both were completely renovated, expanded and combined in 2018 to create the more than 378,000
square foot facility that is heavily used by the University and the wider community seven days a week.
The Gatton Student Center provides multiple student dining venues, but the capacity of the primary
dining venue, Champions Kitchen, is unable to meet current and projected demand due to growing
student enrollment and higher than expected meal plan participation rates.

This project will add approximately 34,000 square feet, including up to 350 seats and a new serving line
at Champions Kitchen for use by fall 2021. The project will include the construction of a second and
third floor as it is most cost effective to do this concurrently and the additional space will allow the
University to expand student support and other services in the future. It is anticipated that one or both
additional floors will be shelled at this time.

Should you have any questions, please contact me.

Sincerely,

, [ o/ j
7 ] } g“"l’;} Fig [ Hetie / C
Mary S. ‘osevich

Vice President for Facilities Management
Chief Facilities Officer

c: Bill Payne

225 Frank D. Peterson Service Bldg. | Lexington, KY 40506-0005 | P:859-257-5929 | www.uky.edu

An Equal Opportunity University
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Office of the President
October 18, 2019

Members, Board of Trustees:

EXPAND STUDENT CENTER (DINING) PROJECT

Recommendation: that the Board of Trustees approve the “Expand Student Center (Dining)”
Capital Project.

Background: The University's Gatton Student Center was originally constructed in 1938 and
Alumni Gym was constructed in 1924. Both were completely renovated, expanded, and
combined in 2018 to more than 378,000 square feet. The facility includes student organization
spaces, student lounges, student support spaces, recreation, an atrium, residential and retail dining,
a bookstore, ballroom facilities, entertainment venues, retail spaces, and administrative support
offices. All are heavily used by the University and wider community seven days a week. The
Gatton Student Center provides multiple student dining venues but is unable to meet increased
demand due to high meal plan participation rates and projected continued student enrollment
growth. A separate feasibility study was commissioned from Omni Architects to assess the
possibility of expanding the current Champions Kitchen dining area toward the east in order
to increase dining capacity by up to 350 seats. This study determined that it would be most
cost effective to construct a second and third floor as part of this dining expansion to meet
expanding and anticipated student support and other needs. It is expected that one or both of
the additional floors will be shelled space at this time. The decision on fit-up will be based
on available funding and determination of final design plans.

This recommendation requests approval for the design and construction of this greatly needed
dining expansion. The full scope of the project is $25,000,000, including design costs. The project
is to be initially funded with $999,950 of Agency Funds. Additional funding will be provided by
the University’s dining partner, as an amendment to the current Aramark contract. Pursuant to
Kentucky Revised Statute §164A.575(15), no general fund appropriations will be required for
completion of this project and it will be submitted to the Council on Postsecondary Education for
approval and the Capital Projects and Bond Oversight Committee for interim legislative
authorization. The Executive Vice President for Finance and Administration will provide regular
updates to the Finance Committee during the Project.

Pursuant to Administrative Regulation 8:2, any capital project with an estimated cost of
$1,000,000 or more must be approved by the Board prior to initiation. The total cost of this project
is not expected to exceed $25,000,000.

Action taken: &(Approved U Disapproved U Other
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