Meeting of the

Oregon Tech Board of Trustees
Finance and Facilities Committee
Sunset Room, Klamath Falls Campus
And virtually via Microsoft Teams
January 28, 2021

8:00am - 9:25am

Finance and Facilities Committee
also Sitting as the Audit Committee

Agenda
Page
1. Call to Order/Roll/Declaration of a Quorum (8:00am) Chair 1ince Jones
2. Consent Agenda Chair Vince Jones
2.1 Approve Minutes of the November 12, 2020 Meeting 1

3. Reports (8:05am) (30 min)
3.1 Finance, Facilities and Audit Status Update: Quarter Two Fiscal Year 2021 5
Report AV'P Stephanie Pope and Director Thom Darrah

4. Action Items (8:35am) (30 min)

4.1 Acceptance of the Annual Financial Report Jean Bushong, CliftonLarsonAllen 22
5. Discussion Items
5.1 Tuition Development Process Update (9:05am) (15 min) P Erin Foley and 34
President Naganathan

6. Other Business/New Business (9:20am) (5 min) Chair VVince Jones

Adjournment (9:25am)
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Meeting of the

Oregon Tech Board of Trustees
Finance and Facilities Committee
Sunset Room, Klamath Falls Campus
And virtually via Microsoft Teams
November 12, 2020

1:00pm - 3:00pm

Finance and Facilities Committee
also Sitting as the Audit Committee

DRAFT MINUTES
Trustees Present:
Vince Jones, Chair Nagi Naganathan, President Mike Starr
Jessica Gomez (in person) (in person) Paul Stewart
Other Trustees present:
Tim Hasty (in person) Rose McClure (in person) Michele Vitali

University Faculty and Staff Present in Person:
Craig Campbell, Director of OMIC R&D

Brian Fox, VP Finance and Administration

Erin Foley, VP Student Affairs and Dean of Students
David Groff, General Counsel

Scotty Hayes, Information Technology Consultant
Stephanie Pope, Assistant VP Financial Operations

Others Present:
Haley Lyons, Kernutt Stokes, LLP

1. Call to Order/Roll/Declaration of 2 Quorum
Chair Jones called the meeting to order at 1:02pm. The Board Secretary called roll and a
quorum was declared.

2. Consent Agenda
2.1 Approve Minutes of the July 24, 2020 Meeting
With no amendments proposed, the minutes for the July 24, 2020 meeting stand as
published.

3. Reports
31 FOAC
Chair Bailey stated FOAC met and reviewed the budget and completed, underway and
planned capital projects. He stated the year-end actuals from the fiscal year 2019-20
showed the university had a strong fund balance and the budget for fiscal year 2020-21
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looks good but enrollment is the key because it provides tuition revenue and state funding,.
He noted that to attract students to Oregon Tech we need to provide degrees that students
are looking for and that provide a high ROI for students. He explained HECC is revising
the funding model and it could have a negative impact on Oregon Tech; he suggested
trustees contact HECC and lobby for Oregon Tech. He also noted the need to provide
quality delivery of courses and the possibility to continue to improve on remote delivery
and use it after we return to in-person teaching, to increase enrollment.

Fiscal Year 2020 Fourth Quarter Dashboard

Fiscal Year 2021 First Quarter Dashboard

AVP Pope reviewed the dashboards and managerial reports included in the agenda report.
She pointed out the fourth quarter revenue was on par with expectations and expenses
were reduced as a result of the savings from classified and administrated staff furloughing
for six weeks as well as the position control process used; the net balance at the end of the
fiscal year was positive. She noted for the first quarter managerial report the revenue is
similar to the previous year’s quarter one, but the expenses are more conservative as a
result of COVID-19. The year-end forecast is not complete given the unknown expenses
as a result of COVID. VP Fox explained the budget was created based on two
assumptions for revenue: a 1% increase in student credit hour enrollment and a 10%
reduction in state funding based on the state budget forecast. He stated we received more
state funding than anticipated. AVP Pope stated the furlough savings are expected
through the end of the calendar year and expenditures will return to the normal base in
January 2021. Chair Jones explained the board approved a deficit budget of $1.8M for
fiscal year 2019-20 and staff and faculty worked to end up with a positive $3.5M. The
board most recently approved a balanced budget for fiscal year 2020-21 and the first
quarter shows the university making progress to stay on budget but we need to continue to
be conservative as there are unknowns ahead. He briefed the committee on the status of
the capital projects underway. President Naganathan thanked staff for the sacrifices
made during furloughs and noted the $1.4M salary savings will not be in the fiscal year
2021-22 budget.

OMIC Annual Report

Director Campbell reviewed the written report in the agenda packet explaining
memberships continue to grow with 35 members now, the physical plant is expanding,
they are now taking on research from non-members as part of the goal to become
financially sustainable, research projects are successfully executed, they are aligning
research capabilities with industry needs, research staff is increasing to take advantage of
equipment, OMIC and Oregon Manufacturing Extension Partnership: Factory of
Tomorrow was established to de-mystify processes and equipment for small and medium
business manufacturers, and they are moving forward on capital projects. He explained
how projects are chosen each year. Chair Jones requested to hear an update on OMIC
robotics projects at the next meeting.

4. Action Items

4.1

Acceptance of the Internal Audit: Housing and Residence Life

Haley Lyons stated there were no findings for the audit for Housing and Residence Life
and the observations and process improvement recommendations are already addressed or
are in the process of being addressed. She gave an update on the Sponsored Projects and
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Grants audit report that has not been issued yet. The audit work was completed in April
and Dr. Afjeh is working on management’s response to the 13 findings, 5 observations and
6 process improvement recommendations items identified and resolve issues identified.
She hopes to have an issued report at the next meeting. She gave an update on the Fraud,
Waste and Abuse Ethics Hotline: 8 cases were submitted through the hotline for FY
ending June 30, 2020 all but one are resolved; 2 cases were reported since July 1, 2020 but
nothing is open at this time. The significance of the issues reported are minor. She
addressed the need to review and update the previously created 3-year Risk Assessment
and Audit Plan to reflect the COVID environment. The plan is to complete two audits
through June 30, 2021.

Trustee Starr moved to accept the Housing and Residence Life internal audit as
presented in the agenda packet. Chair Gomez seconded the motion. With all
trustees present voting aye, the motion passed unanimously.

4.2 Recommendation to the full board to Authorize the Boivin Hall Capital Project
Budget
VP Fox stated this project was brought before HECC in 2018 for consideration and was
finally approved in a special session this summer. He reviewed the details of the project
including the need to find swing-space for the current occupants while the renovation
occurs. The total project cost is $20M, of which $19M will come from the state and $1M
will come from the university, ideally through the Foundation and fundraising.

Trustee Starr moved to recommend the board:

1. authorize the Boivin Hall Rehabilitation Project as described in the docket,

2. delegate authority to the President or designee to manage the project in
accordance with best interest of Oregon Tech, including amending the project
scope to match available resources as necessary, and

3. request staff report to the F&F Committee on project progress on a periodic
basis.

Chair Gomez seconded the motion. With all trustees present voting aye, the motion

passed unanimously.

4.3 Recommendation to the full board to Authorize the Track and Stadium Renovation
Project
VP Fox reviewed the scope of the project: removal and replacement of the existing track,
replacement of other track and field facilities, grading the inner field, repaving the track
skirting, renovating the restrooms and press booth, and replacing the structure siding. The
estimated cost is $2.4-2.5M and no E&G resources will be used. Approximately $1M
remains of the recreation facility bond used for the student rec center that must be spent
on athletic facilities and must be committed by summer 2021. There is also $600K in
unexpected revenue in sports lottery funds. The Executive Committee of the Foundation
Board supports moving forward with funding the remaining balance that would be repaid
through fundraising and will make a recommendation to the full Foundation Board to do
so. VP Foley explained the campus outreach conducted regarding this project: faculty
senate presentation, ASOIT student survey, and open forums. There is support so long as
no student fees are increased to fund this project. Trustee Starr stated he is concerned
about the message we are sending with spending funds on capital projects at the same time
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we are making operating cuts. VP Fox explained the need to be competitive by offering
newer and updated facilities and that the resources for this project are coming from
specific funds and not from the general fund.

Trustee Stewart moved to recommend to the full board approve, contingent on

execution of a funding agreement with the Oregon Tech Foundation:

1. authorize the rehabilitation of the track and field facility and associated
stadium utilizing resources available only for athletic and recreation
improvements,

2. delegate authority to the President or designee to manage the project in
accordance with best interest of Oregon Tech, including amending the project
scope to match available resources as necessary, and

3. request staff report to the F&F Committee on project progress on a periodic
basis.

Trustee Starr seconded the motion. With all trustees present voting aye, the motion

passed unanimously.

5. Discussion Items
5.1 Internal Auditing Services Contract Report
VP Fox reported that the internal auditing services contract was awarded to Kernutt
Stokes.

5.2 Financial Planning Outlook
VP Fox reviewed the PowerPoint presentation from the agenda packet. He explained the
upcoming decision to make investments that grow top line revenue and/or decrease
expenses. Many of the growth-related topics are on the academic side and will need to be
addressed by the Academic Quality and Student Success Committee. He reviewed revenue
and expenses, the state budget, potential changes to the HECC funding formula, base
assumptions and forecast results, revenue and expense levers, and choices and timelines.

6. Other Business/New Business — none

7. Adjournment
Meeting was adjourned at 2:58pm.

Respectfully submitted,

Sandra Fox

Board Secretary
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REPORT
Agenda Item No. 3.1

Finance, Facilities and Audit Status: Quarterly Review

Background

The following Quarterly Finance, Facilities and Audit Status Report provides information on the major
areas of responsibility for the Finance and Administration Division of Oregon Tech. This typically
includes budget, forward looking revenue and enrollment indicators, facilities, equipment and capital
projects as well as internal and external audit coordination. This information is used by the Office of
the Vice President of Finance and Administration to track progress of the institution in meeting its
financial and operational goals, and reported to the Finance and Facilities Committee on a quarterly
basis.

Note that the Ratio Analysis and Quarterly Investment Report, usually provided in the quarterly
dashboard, are not included during the VPFA transition period.

Staff Recommendation

No action required. For discussion purposes only.

Attachments

Q2 FY 2020 Quarterly Finance, Facilities and Audit Status Reports including the following:
Financial and Enrollment Dashboard

Quarterly Managerial Report

Facilities and Capital Projects
. Audit Status Updates

oo
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ATTACHMENT A
Financial and Enrollment Dashboard Report
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ATTACHMENT B
Quarterly Managerial Report Q2 FY2021
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ATTACHMENT C
Facilities and Capital Projects
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ATTACHMENT D
Audit Status

Internal Audit

Oregon Tech has contracted Kernutt Stokes LLP (IA) for internal audit services. IA reports directly
to the Audit Committee of the Board of Trustees (Board).

The statuses of open projects and projects planned for the fiscal year 2020/2021 are as follows:

Internal Audit Projects Update

2019/2020 Engagements Status
Issue Report for Internal Audit of Sponsored Projects | SPGA management has developed
and Grant Administration (SPGA) responses to issues identified in the
audit. Those responses are currently
being reviewed internally by I'T
management and other departments
that will need to collaborate to
accomplish the action plans.
Anticipated completion: Early February
2021.

Status
Interviews have been completed.
Information is being compiled and risk
assessment document is being updated.
Anticipated completion: Early February

2020/2021 Engagements
Complete interviews and update the University’s risk
assessment

2021.
Internal audit project #1 — TBD Winter/Spring 2021
Internal audit project #2 — TBD Winter/Spring 2021
Prior audit follow-up Spring 2021

Monitor Fraud, Waste, and Abuse Ethics Hotline Summary below for Board review

IA monitors and performs case management for Oregon Tech’s Fraud, Waste, and Abuse Ethics
Line, engaging OI'T’s General Council and other appropriate offices at Oregon Tech. A five-year
report log is available below; with dates representing fiscal years.
e Currently in fiscal year 2021 there have been two cases reported through the Oregon Tech
Hotline. Both cases have been reviewed and closed.
e Related to fiscal year 2020, one case remains in a monitoring state although IA anticipates it
will be completed and closed in the near future.

Oregon Tech Board of Trustees
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Fraud, Waste, and Abuse Ethics Line Report Log

Complaint Source 6/30/2017 | 6/30/2018 | 6/30/2019 | 6/30/2020 | 6/30/2021
Hotline 10 5 6 8 2
Direct to IA 0 0 0 0 0
Oregon State Audits Division 0 0 0 1 0

Total 10 5 6 9 2

Issues Resolved
Resolved 10 5 6 8 2
Monitoring 0 0 0 1 0

Open 0 0 0 0 0

Fiscal Year 2020/2021 Activities:

IA interviewed 12 individuals in management and board positions with OIT in December 2020.
Based on those interviews and other data we are updating the previously developed risk assessment
to account for events and other matters that have impacted the University since the Fall of 2019
when the last risk assessment was performed. The updated risk assessment with be presented to and
discussed with the University President, Chair of the Audit Committee, and other members of
Oregon Tech management as needed, to identify two internal audits to be performed during the
winter, spring, and early summer of 2021. The audits planned will be communicated to the Board as
soon as possible in 2021.

The risk assessment will also be used to begin planning the internal audit activities for fiscal year
2021/2022. A report will be developed and presented to the Boatd for approval prior to the end of
the 2020/2021 fiscal year.

Annual Financial and Compliance Audit

The audit opinions and the Annual Financial Report were issued in the later part of 2020; dated
October 16, 2020. The Single Audit Report is delayed due to late guidance from the Department
of Education. It is anticipated that this report will be completed early in calendar year 2021.

Results of the fiscal year will be presented by CLA at this meeting.

Planning for the fiscal year-end 2021 annual financial and compliance audits will begin in
February 2021.

The VPFA Office oversees the progression and completion of the annual financial and compliance
audits with work performed by the Business Affairs Office, Financial Aid Office, Human
Resources Office, Information Technology Services, and Office of Sponsored Projects and Grants.
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ACTION
Agenda Item No. 4.1

Annual Financial Report

Background

The Oregon Tech 2020 Annual Financial Report was prepared by Oregon Tech in conjunction with
the University Shared Services Enterprise (USSE). The audit opinion issued by CliftonLarsonAllen
LLP (CLA) is an unmodified opinion. This audit opinion is attached.

CLA has prepared a Governance Communication Letter to communicate certain matters related to
the conduct of the audit to those who have responsibility for oversight of the financial reporting
process. The Governance Communication Letter is attached.

CLA has issued an unmodified opinion on Oregon Tech’s 2020 Annual Financial Report.

The 2020 Annual Financial Report can be found at the following link and was mailed under separate
cover to each Trustee: https://www.oit.edu/finance-administration /annual-financial-report.

Staff Recommendation
Staff recommends the Finance and Facilities Committee, acting as the Audit Committee, accept the
Oregon Tech 2020 Annual Financial Report.

Attachments
Oregon Tech 2020 Annual Financial Report Governance Communication Letter
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Members of the Audit Committee
Oregon Tech
Page 4

Quality of component auditor's work

There were no instances in which our evaluation of the work of a component auditor gave rise to a
concem about the quality of that auditor’'s work.

Limitations on the group audit

There were no restrictions on our access to information of components or other limitations on the group
audit.

Other information in documents containing audited financial statements

With respect to the required supplementary information (RSI) accompanying the financial statements,
we made certain inquiries of management about the methods of preparing the RSI, including whether
the RSI has been measured and presented in accordance with prescribed guidelines, whether the
methods of measurement and preparation have been changed from the prior period and the reasons
for any such changes, and whether there were any significant assumptions or interpretations underlying
the measurement or presentation of the RSI. We compared the R8I for consistency with management's
responses to the foregoing inquiries, the basic financial statements, and other knowledge obtained
during the audit of the basic financial statements. Because these limited procedures do not provide
sufficient evidence, we did not express an opinion or provide any assurance on the RSl

The Message from the President accompanying the financial statements, which is the responsibility of
management, was prepared for purposes of additional analysis and is not a required part of the
financial statements. Such information was not subjected to the auditing procedures applied in the audit
of the financial statements, and, accordingly, we did not express an opinion or provide any assurance
on it.

Our auditors’ opinion, the audited financial statements, and the notes to financial statements should
only be used in their entirety. Inclusion of the audited financial statements in a document you prepare,
such as an annual report, should be done only with our prior approval and review of the document.

* & &

This communication is intended solely for the information and use of the Audit Committee and
management of the University and is not intended to be, and should not be, used by anyone other than
these specified parties.

WM L7

CliftonLarsonAllen LLP

Greenwood Village, Colorado
October 16, 2020
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CliftonLarsonAllen LLP
October 18, 2020
Page 7

57. There are approximately 7 persons enrolled in the early resignation/retirement incentive
program (ERIP) as of June 30, 2020 which are properly accrued for at year end.

/«J (.‘Zs & ’;/.:- Coey

Michelle Meyer
Manager of Accounting Services

S, O

Stephanie Pape
Assistant Vice President for Financial Operations

L

Brian Fox
Vice President of Finance and Administration

g ot 14 ph
g & T Phaa a7 R
o

Dr. Nagi G. .I;\laganathan
President
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DISCUSSION
Agenda Item No. 5.1

Tuition Development Process Update

Summa

In order to ensure a consultative tuition development process annually the Board of Trustees,
through its adoption of a tuition policy, has established the Tuition Recommendation Committee
(TRC). The Committee’s 2020-21 work plan is designed to conform to university policy, meet the
process requirements of HB 4141 (2018), and satisfy the criteria established by the Higher
Education Coordinating Commission (HECC) for approving tuition above five percent. Most
importantly, the process is designed to provide for a consultative and inclusive tuition setting
process focused on supporting student affordability, long-term sustainability of the university and
ensuring high-quality degree programs. This agenda report provides an update on the TRC process
to date and relevant criteria for approving tuition at the HECC and state.

The TRC began meeting the third week of Winter Term 2021 and will continue to meet through the
beginning of March 2021 to provide the President and ASOIT the necessary information for a
recommendation at the April 8, 2021 meeting of the Board of Trustees. This timeline will include
the hosting of student open forums led by ASOIT. These open forums are designed to provide
meaningful opportunities for students at-large to participate in the tuition setting process and elicit
student feedback for the TRC and for ASOIT on their priorities during the tuition setting process.
In prior years these events have provided an opportunity to inform and receive feedback from the
university community on the university’s and state’s budgets and plans going forward. The TRC is
expected to conclude its process during March in advance of students leaving for Spring Break.

Tuition Recommendation Committee
The TRC is composed of the following members:

Dz. Erin Foley, Interimt Chair Vice President for Student Affairs and Dean of Students Klamath Falls

Richard Bailey Department of Management, ETM Klamath Falls
Wendy Ivie Registrar Klamath Falls
Erik Johnson Director of Admissions Klamath Falls
Drz. Joanna Mott Provost and Vice President for Academic Affairs Klamath Falls
Dao Nguyen Student Representative Portland-Metro
Dr. Rosanna Overholser Department of Mathematics, HAS Klamath Falls
Hemi Patel Student Representative Portland-Metro
Peter Sherwood Student Representative Klamath Falls
Peter Wantuck ASOIT President Portland-Metro
Mason Wichmann ASOIT President Klamath Falls

Support staff for the TRC include:

Stephanie Pope Assistant Vice President for Fiscal Operations Klamath Falls
Jaron Hartman Research Analyst 4 Klamath Falls
Nellie Stewart Executive Assistant to the VPFA Klamath Falls
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The TRC meets or exceeds all requirements established by HB 4141 (2018), including a broad and
diverse group of students from both the Klamath Falls and Portland Metro campuses, faculty, and
senior administrators.

Process Guidelines and Principles

In order to facilitate the tuition setting process the President has established a committee charter for
the TRC. This charter is included in the annual catalog of Standing Committees, Commission and
Councils (page 13). At the TRC’s first meeting it will establish a working calendar as well as guiding
principles and a process framework to ensure that the group had a guidepost to measure their
deliberative process and the outcome by.

2020-21 Tuition Recommendation Committee Charter

The Tuition Recommendation Committee is responsible for recommending the tuition and
mandatory fee rates to the President who must in turn report and recommend mandatory tuition
and fee to the Board of Trustees in accordance with ORS 352.102. The Board of Trustees shall
request that the President transmit to the Board the joint tuition recommendation of the President
and the recognized student government.

This committee is comprised of five students representing both campuses and appointed by the
ASOIT president(s), two of which represent ASOIT and two of which represent historically
underserved students of the university, as defined by the university; the Fiscal Operations Advisory
Council (FOAC) chair and at least two administrators. Any changes to the Committee structure
required by ORS 352.102, subsequent controlling statutes or Board Policy may be made without
notification. The President shall designate one member to chair the committee.

Before making any recommendation to increase tuition and mandatory fees but especially when the
proposed increase is more than five percent annually, the Committee must document its
consideration of the impact on students, and the necessity of the increase in achieving the mission
of the University. The Committee shall provide meaningful opportunities for members of the
student government and students at large to participate in the process and deliberations.

The committee will meet at least twice during January — February. Its meetings shall be open to the
public and broad notification of the meetings shall be made to the university community. The
committee will consider the guidelines provided by the Board, information provided by the
Administration, and such other matters as appropriate.

Gu1d1ng Principles (to be updated/approved by this year’s TRC)
Consider long-term factors when recommending the single year decisions (important to have
a forward-looking vision).
- Recognize the importance of affordability for students.

- Tuition levels should be developed using data andinformation, including internal budget,
comparator institutions, and external cost indices.

- Ensure we maintain the current service level, quality and support that Oregon Tech provides
to students.
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Process Framework (to be updated/approved by this year’s TRC)
- Communicate openly and transparently with all stakeholders at an appropriate level ofdetail.
- The committee will utilize data and information throughout the process.
- Communicate respectfully and ask questions.

Deliberative Process

Throughout the two-month long tuition setting process the TRC will meet multiple times, host
campus forums open to anyone from any campus location, and hear from university teams
including, Financial Aid, Budget and Planning, Enrollment Management, Student Affairs, and
Institutional Research. This process will include training on the major components of and pressures
affecting Oregon Tech’s and state’s budget, as well as historical data on tuition and fees. Staff will
outline for the TRC how the university is managing its costs and continues to evaluate scenarios
which include reductions in tuition if additional state support is available.

HB 4141 (2018) lays out a stringent series of requirements for public universities during the tuition
setting process. This codifies many of the practices Oregon Tech has long undertaken to ensure
broad engagement and inclusion throughout the tuition setting process. In 2018-19, HECC further
clarified its evaluative focus if a tuition increase beyond 5% is proposed by a university. These
include three specific criteria:

1. Fostering an Inclusive and Transparent Tuition Setting Process

a. 'The institution can demonstrate that students had multiple opportunity [sic] to engage in
the tuition-setting process including, but not limited to, participation on the institution’s
advisory committee.

b. The institution demonstrates that information about the tuition setting process was easily
accessible, that the tuition-setting process was transparent and in compliance with House
Bill 4141 (2018).

2. Safeguarding Access and Support for Degree Completion by Historically Underrepresented

Students

a. Demonstration of impacts, with and without a tuition increase of more than 5%, on
remission programs and support services that bolster retention and completion of
underrepresented students.

b. The institution has a plan for reducing tuition costs if the PUSF exceeds the funding
level upon which the tuition increase is predicated.

3. TFinancial Conditions Demonstrating the Need for Resident, Undergraduate Tuition to be

Increased More than 5%

a. 'The institution demonstrates that current and projected financial conditions compelling
the need for the increase request to meet the critical portions of its HECC-approved
mission or goals set in the HECC’s strategic plan, including documentation that
alternatives to raising tuition above 5% were considered.

b. The institution demonstrates that it has considered and implemented cost
containment efforts for those costs that are within their control.

Staff believes that the process outlined by HB 4141 (2018) and the evaluation criteria

established by the HECC have been met or are in process of being met.
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Staff Recommendation
No action necessary, for discussion purposes only.

Attachments

e House Bill 4141
e HECC Tuition Increase Criteria
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House Bill 4141 (2018)
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HECC Thuition Increase Criteria
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