Budget Advisory Committee
April 19, 2016 9:30 a.m.
President’s Conference Room

Present: Absent:
Sandra Bohannon Bobby Adams
Kevin Braswell Marc Burnett
Jack Butler Joseph Rencis
Alice Camuti Jeff Young

Evelyn Chambers
Leslie Crickenberger
Corinne Darvennes
Bahman Ghorashi
Robert Hodum
Carol Holley
Darrell Hoy

Glenn James
David Larimore
Karen Lykins
Deanna Metts
Brian O’Connor
Philip Oldham
Thomas Payne
Jeffery Roberts
Lisa Russell
Terry Saltsman
Paul Semmes
Diane Smith
Bharat Soni

Mark Stephens
Claire Stinson
Emily Wheeler
Mark Wilson

Dr. Stinson called the meeting to order and welcomed everyone indicating the agenda
has been distributed. Dr. Stinson asked for a motion to approve. Mark Wilson moved to
approve the agenda, David Larimore seconded, there was no discussion and the agenda
was approved unanimously.

The minutes from the December 4, 2015 meeting had been distributed and Dr. Stinson
asked for a motion to approve. Jack Butler moved to approve the minutes and Alice
Camuti seconded. Dr. Stinson asked for discussion. Brian O’Connor noted that in the
body of the minutes his name was misspelled. Dr. Stinson so noted and agreed to revise
and correct the minutes. With no further discussion, the minutes were approved
unanimously.
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The minutes from the February 12, 2016 meeting had been distributed and Dr. Stinson
asked for a motion to approve. David Larimore moved to approve the minutes and Jack
Butler seconded. Dr. Stinson asked for discussion and there was no discussion. All
were in favor of approving the minutes.

Dr. Stinson referred to the handouts that had been distributed and asked everyone to
look at Handout A which begins with New State Appropriations. Note the available
monies to distribute is $958,677. Also listed are items to be considered and recurring
costs indicating we would return to this handout for further discussion.

Dr. Stinson referred to Handout B which are TBR System Charges, FY2015-16 &
FY2016-17 which takes into account the Outcomes proposal. Note we have several
items that total $755,337. Discussion followed regarding whether some or all of the
monies would be freed up once we are no longer governed by the TBR. It was the
consensus that monies would be reduced considerably but it was unknown as to when.
Although there will be costs with the new governing board, it should not be as much.

The next handout discussed was Handout C which is an email originating from THEC
regarding the $800,000 in non-recurring funds for an Institution Outcome Improvement
Fund. We all need to keep this on our radar; we have not received instructions as yet.

Dr. Stinson referred the group to Handout D which is an email from Dale Sims regarding
maintenance fee discussions. Note TTU has a 1.1% subtotal which leaves 1.8%
remaining under the THEC guidelines.

Dr. Stinson shared that the next Handout E was out of the PowerPoint that Dale Sims
shared with the Finance Committee of the Board and it is the decision process that they
are using to determine the maintenance fee increase. The second page is the Common
Needs which he also shared with the Finance Committee. A discussion followed on the
Fair Labor Standard Act (FLSA) overtime changes and the impact to TTU.

Dr. Stinson asked everyone to refer back to Handout D and column E of the chart, noting
that TTU has 0% for mandatory fee increases, realizing that if we had mandatory fees,
we would not receive 1.8%.

Dr. Stinson turned the discussion to TTU’s enroliment as the Business Office views it and
asked Bobby Hodum to contribute as well. The Business Office sees that Summer
Enroliment is down 200 compared to last year. Pre-Fall Enroliment is down 300 for the
Fall, from the same time last year. Admits for domestic and transfers is up 162, so we
are looking at a flat enroliment going into proposed. Dr. Hodum indicated that this was
an optimistic view and felt that enroliment was going in the right direction but we were not
going to make up the loss of 600 freshmen over two years quickly. A discussion of the
Noel Levitz strategy ensued. Dr. Stinson indicated that this is why it was felt we had no
choice but to obligate ourselves to the Noel Levitz contract.
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Dr. Stinson asked the group to have a discussion and provide advice on items to be
considered for the additional maintenance fee request: the additional 1% salary
increase, FLSA issue, enrollment stabilization, and campus safety efforts, etc. Dr.
Oldham added that we have all kinds of needs and they are all important but we have to
ask for what we successfully think we can receive board approval. The group discussed
the FLSA salaries and the enroliment stabilization needs.

Dr. Stinson referred to Handouts F: Academic Proposed Budget Requests prepared by
Carol Holley and Handout G: Non-Academic Proposed Budget Requests prepared by
Emily Wheeler which total +$11,000,000 for FY 2016-17.

The group discussed the THEC funding formula, the Carnegie Classification and the peer
group used in the calculations.

Dr. Stinson indicated that thus far the group had discussed the salary increase, the
exempt/non-exempt issue and the enrollment stabilization as the top areas for
consideration. Dr. Oldham added that if he had his preference he would put increased
faculty positions on the list but the board would not approve that.

Dr. Stinson indicated that she would continue to work on the three items for submission:
1) Additional 1% salary increase, so total will be 2%
2) Dollars to address exempt vs. non-exempt issue

3) Enrollment stabilization/optimization
-Retention
-Drive to 55

Dr. Stinson asked Emily Wheeler to update the group on the Budget Model and the Cost
of Education Model. Emily first updated on the Budget Model, stating that the sub-group
has arrived at a recommendation for the target margin. Emily explained that once the
Proposed Budget is submitted, the recommended margin numbers will be run against the
proposed data and she will meet with each of the deans later in the month of May to
review their college numbers. Once this is done, the original Budget Model Steering
Committee will meet to review the target margins. When the numbers are set, the budget
model will come back to the Budget Advisory Committee.

Emily updated on the Cost of Education Model pointing out that they were moving
forward with all of the data that has been put together. The current plan is when Emily
meets with the deans in late May she hopes to have for them a series of draft reports that
utilize the Cost of Education data and give them useful tools to work with argos reports.

Paul Semmes asked if the Proposed Budget Request spreadsheets were in priority order
or are they just lists. Emily indicated that the Non-Academic Proposed Requests were in
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no priority order, that the list is just bucketed by department or office, and within the
department or office there is no prioritization except for ITS which is in priority order.

Emily asked Carol Holley if the Academic Proposed Budget spreadsheet was in priority
order. Dr. Bahman Ghorashi indicated that there were various priorities and pointed out
the comments. Dr. Ghorashi also noted that some of the original requests have been
reduced substantially, some eliminated, and what are left are vastly different. Dr.
Ghorashi indicated they would have to see how much they can get and then go back to
the drawing board to see what can be funded.

David Larimore indicated that it sounded like there was a plan on how to spend the
$800,000. Dr. Stinson indicated that at this point there was no dollars to address any of
the items requested on these lists but that this does not mean that they cannot be
addressed through internal reallocations or re-aligning their resources.

A date has not been set for the next meeting but an electronic copy of what has been
submitted to the board based on your recommendations will be sent to this committee.

The meeting adjourned at 11 a.m.



New state appropr
401K match
Health Ins cost increase

Recurring exp covered w non-recurring in Oct
Available to distribute state approp
Estimated maint fee increase 1.1%

1% salary increase + FB @ 10%

Avallable to distribute total

Other items to consider:
Addltional 1% salary increase from outcomes money
Outcomes money available to address needs

Addtl maint fee increase 1.8%
Additlonal 1% salary increase from maintenance fees
Maintenance fee at 2.9% available to address needs

Recurring:
Athletic scholarships with maint fee increase

Research & Economic Development

Non-recurring:
Noel Levitz contract per year
Total available for consideration

Anticipated expenses for Board meetings etc
Universlty Counsel expenses for new board
Capital projects

Business Office expenses for new board

Items | know about but have not addressed:
Accelerated programs (Saltsman)

R250 scholarships

Joint BSE with ETSU (Ghorashi)

GAs - Increased tuition walvers

2,746,700
(70,300)
(424,300}

2,252,100

(1,396,251)

855,849
825,000
(722,172)

win U niweies

958,677

241,572

W

717,105

1,350,000
480,600

W W

869,400

301,492

216,000

425,000

i

644,013

250,000
60,000
194,100
98,000

WL N W Wn

602,100

Covered by $1,000,000 one-time
funding past 2 yrs.

5 year obligation
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Smith, Diane

From: Stinson, Claire

Sent: Monday, April 18, 2016 4:41 PM

To: Smith, Diane; Wheeler, Emily

Subject: FW: Institution Qutcome Improvement Fund

Print this email for tomorrow. Thanks

From: Dale Sims [mailto:Dale.Sims@tbr.edu]

Sent: Thursday, April 14, 2016 3:18 PM

To: BOfficers <BOfficers@tbr.edu>

Subject: FW: Institution Outcome Improvement Fund

FYI -

From: Russ Deaton [maillo:Russ.Deaton@tn.gov]

Sent: Thursday, April 14, 2016 10:48 AM

To: Tristan Denley <Tristan.Denley@thr.edu>; Dale Sims <Dale.Sims@thr.edu>; Warren Nichols
<Warren.Nichols@tbr.edu>; Katie High <khigh@tennessee.edu>; Maples, Ron (maplesO0@tennessee.edu)
<maplesO0@tennessee.edu>; David Gregory <David.Gregory@Lbr.edu>; Dipietro@tennessee.edu

Cc: Steven Gentile <Steven.Gentile@tn.gov>; Emily House <Emily.House @tn.gov>; Crystal Collins
<Crystal.Collins@tn.gov>

Subject: Institution Outcome Improvement Fund

All,

As you will recall, the THEC budget request and the Governor’s 2016-17 budget proposal included $800,000 in non-
recurring funds for an Institution Outcome Improvement Fund. Conditioned on the budget passing intact of course, we
will begin executing this grant opportunity immediately. To that end, we will release an RFP on Friday April 15 to
institutions. The RFP will also be available on our website and an informational webinar is scheduled for next week.

I wanted to give you a heads up and please let me know if you have any questions.

Thanks,
RD

Russ Deaton

Interim Executive Director

Tennessee Higher Education Commission
Tennessee Student Assistance Corporation
404 James Robertson Parkway, Suite 1900
Nashville, TN 37243-0830

615-532-3860

www.tn.gov/thec




Smith, Diane

From: Stinson, Claire

Sent: Monday, April 18, 2016 4:42 PM

To: Wheeler, Emily; Smith, Diane

Subject: FW: Upcoming maintenance fee discussions

Print this for tomorrow.

From: Dale Sims [mailto:Dale.Sims@tbr.edu]

Sent: Tuesday, April 05, 2016 5:52 PM

To: Presidents <Presidents@tbr.edu>; James King <James.King@tbr.edu>

Cc: BOfficers <BOfficers@tbr.edu>; Seniorstaff <Seniorstaff@tbr.edu>; Renee' Stewart <Renee'.Stewart@tbr.edu>
Subject: Upcoming maintenance fee discussions

The Board Committee on Finance and Business Operations will meet in the near future to begin its discussions on
maintenance fees and tuition for FY 2016-17. In preparation for this and subsequent meetings, staff has developed
indicated maintenance fee increase levels using the methodology employed over the last seven years. In preparing
these indicated levels, we have assumed that the Governor’s budget recommendations are enacted without
change. Three notes:

e Column D in the following table outlines the indicated maintenance fee level for FY 2016-17.
o Regarding salaries, the Governor did not recommended specific state funding for higher education

salary increases; however, the outcome funding in the proposed budget exceeds THEC's recommended
level by $6.4 million. In the table below, it is proposed that this “excess” outcome funding be dedicated

to partially funding a 1.0% salary pool at each institution. Column B reflects the maintenance fee
increase required to fund the remainder of a 1.0% salary pool.
o Column C presents an allowance for the estimated impact of inflation on each institution’s non-
personnel costs and is calculated in a manner consistent with prior years.
* Board members have expressed the intent to stay within THEC's 3.0% tuition guidance when applied to both

maintenance fees and mandatory fees. Column G in the following table indicates the increase level available for

supplemental maintenance fee requests so as to not exceed THEC's guidance level.
A B < D E F G

Aworage |nerense Raquired (nStudent Revenues - Exdudes Ramalining

Campus Baced Scholarships Plus: Total - Avallabie

Funding Create Salary | 80% of Fixed Subtotal- handatony Indicatad+ | undar THEC

Dutcomes Pooi (1.0%) | Cost Inflation |Indlcated Incr. | Fae Increases | Mandatory Guidance
APSU 0.0% 0.5% 0.6% 11% 01% 12% L7%
ETSU 0.0% 0.6% 0.6% 124 0.2% 14% L%,
MT5U 00% 0.6% 0.7% 1% 0.1% 14% L5%
T5U O 0.6% 0.5% 11% 0.0% 11% 1.8%
T 0.0% 0.5% 0.5% 11% 0.0% 11% LB%
uomM O 0.7% 1.084 17 0.6% 23% 0.65
Community Colleges | 0% |  0.5% 06% | 1% 0.1% 12% LT%
TCAT o | 0.0% o8% [ 08% 0.0% 0.8% 21%

Consistent with our practice of the last several years, we are soliciting your thoughts on the following matters:

1




1. Indicated Maintenance Fee Increase Levels. Please address whether the increases indicated in Column D above
are inadequate, appropriate, or excessive from the perspective of your institution. Please provide a brief
narrative of the reasoning for your conclusion as well as your thoughts on the potential effects on enroliment
and outcomes if these indicated increase levels are adopted.

2. Out of State Tuition. Consistent with our action last year, we are asking that you review your institution’s
current pricing of out of state tuition and submit requested adjustments, if any, to these existing levels. Please
be aware that an out of state tuition pricing proposal that is less than the “Actual FY 2015-16 State
Appropriation per FTE” amount shown below will not be considered responsive.

Actual FY 2015-16 State Appropriation per FTE
APSU ETSU MTSU TSU TTU UoM CC's
S 4676 S 4417 S 4693 S 4317 S 4,159 S 5996 $ 3,893

Please be aware that Board members have been supportive of increasing institutional flexibility in the pricing of
out of state tuition, but have directed staff that any proposal that reduces out of state tuition must stand on its
own, meaning if such a reduction results in a loss of institutional revenue, the institution must be prepared to
address that loss within its remaining resources. In your response, please include a brief rationale for any
proposed adjustment and the revenue effect you foresee if your proposal is approved.

3. Supplemental Maintenance Fee Increase Requests. Board members have again agreed to provide institutions an
opportunity to submit supplemental maintenance fee increase requests (i.e. increases over and above the levels
indicated in the above table). Members have expressed an intent to be extremely cautious in considering
supplemental requests, with several indicating justification must evidence an extraordinary need that cannot be
met within existing resources and the proposed new outcome fuhding.

In considering whether to submit a supplemental increase request, please consider both the full funding of
THEC's formula request and the Board's desire that supplemental requests be extraordinary in nature. If you
determine that a supplemental increase is needed, | ask that you submit a request that addresses the following
points:
a) The amount requested, both in terms of percentage increase and dollar amount generated;
b) A description of the proposed uses of funds;
c) Foreach proposed use, provide:
1. The amount of funds to be allocated to that purpose;
2. How allocating funds for this purpose will further the completion agenda; and
3, Comments addressing steps taken to fund this need through internal efficiencies or re-
allocations and why this has proven unacceptable.

In closing, | ask for your comments on the indicated maintenance fee increase levels, out of state tuition, and any
supplemental maintenance fee requests no later than Friday, April 22" as follows:

e Universities: responses should be sent to my attention with a copy to Renee’ Stewart.

e Community Colleges: provide responses to Dr. Nichols no later than Tuesday, April 19th. Dr. Nichols has
agreed to develop a response on behalf of the Community College System.

e Tennessee Colleges of Applied Technology: |ask that Dr. James King submit a response on behalf of the
TCAT system no later than Friday, April 22",




| appreciate your assistance as we begin this important process with the Board. Please feel free to contact me should
you have guestions on this request.

dale
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