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1 Executive Summary

Introduction by Pam Benoit, Executive Vice President and Provost; Deb Shaffer, Vice President Finance and
Administration, CFO and Treasurer; and David Descutner, Interim President

We are presenting for Board approval the FY18 Ohio University Operating Budget. This budget includes an all-
funds fiscal year budget (versus a general funds only view), multi-year planning, and sensitivity analyses,
specifically as it relates to our strategic priorities.

The resolution facilitating approval of the FY18 University budget will be presented at the June
Resources Committee meeting and is also included with these Joint Committee materials.

The proposed FY18 University Budget was developed concurrently with ongoing deliberations on the FY2018-
2019 State of Ohio biennial budget. As of this memo, it is still unclear what the State’s final Higher Education
budget will provide for its state higher education institutions so we have had to make a set of assumptions based
on the information available to-date. Depending on the outcome of the State of Ohio Budget process, we may
need to amend the University’s budget in order to comply and we have developed contingencies to address this
uncertainty. With this understanding, the FY18 University Budget was developed with assumptions for moderate
growth in tuition rates and flat State Support of Instruction (“SSI”), in accordance with the Governor’s budget
recommendations.

Our FY18 Operating Budget includes:

e Operating Revenues of $720.2M, and GAAP adjusted Revenues of $795.7M (GAAP adjustments
incorporate non-operating activity (Capital, Endowment, Internal Bank, Century Bond Bank), financial
statement adjustments, and component unit activity)

e Operating Expenses of $719.6M, and GAAP adjusted Expenses of $742.5M

e Transfers to Capital Projects of $27.8M, and Overall Capital Budget of $162.5M

e Planned Use of Reserves of $23.7M (as represented as a transfer from the working capital of the Internal
Bank), inclusive of:

o $15.9M from the Strategic Opportunity Reserve, in accordance with its intended use to seed
institutional investments and address financial planning volatility.

o $7.4M from Auxiliary fund balances to support planned facility projects (including $3.0M of
earned ICA gifts supporting the Sook Center).

o $6.7M from our Athens Colleges and Schools to support one time investments and to bridge
multi-year cost reduction plans.

o Contributions from various planning units.

Institutional Priorities and Investments

While the University is committed to operating as efficiently as possible and we continue a collective focus on
reducing expenses, we are also committed to maintaining investment in our mission and strategic priorities. The
level of investment we support must be balanced with the financial resources available and our ability to sustain
our financial health both in FY18 and future years. Consequently, we have made decisions to delay or lower the
level of investment in some of the initiatives while remaining committed to the priorities established by the
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Board of Trustees: Student Affordability & Success, Employee Compensation, Facility Investment and Deferred
Maintenance, and Program Quality & Revenue Growth.

Throughout the Budget Book, you will find additional details on these strategic initiatives, which are highlighted
in the table below and defined in Exhibit A.

Student Affordability & Employee Facility Investment and  Program Quality &
Success Compensation Deferred Maintenance Revenue Growth
Signature Financial Aid Faculty Comp Plan = Deferred Maintenance Plan = Innovation Strategy
Endowed Scholarships Staff Equity Plan Utility Master Plan OHIO for Ohio
Counseling & Psych Services = 2% Raise Pool Classroom Improvements Online Learning
IT Strategy & Investment Intl. Student Recruitment
Capital Plan Global Strategy

TechGrowth OHIO
Advancement Strategy

University Budget Model

The FY18 Budget planning process kicked off in September 2016 when updated multi-year assumptions were
provided to our planning units. Each planning unit was responsible for developing projections to provide a basis
for our first financial review meetings in the fall. Throughout the year, financial planning meetings were held
with Deans and College Financial Officers individually and as a group to review projections, refine assumptions,
prioritize initiatives and investments, and rebalance subvention among the colleges. During this process the
Budget Planning Council met at least monthly to discuss assumptions, review projections, and draft

communications to the campus community. A timeline depicting our budget process can be found in Exhibit B.

While our FY18 Budget utilized revenue and expense allocation methodologies that were consistent with FY17, it
was broadly recognized by our Academic Leadership that our University budget model requires additional
refinement. With leadership transitions in FY18, we will undertake collaborative analyses of our budget model to
first develop guiding principles for budgetary decisions and resource allocations, and then structure a supportive
budget model.

A foundation for that model should include:

e Promotion of academic and research excellence
e Performance, financial incentives, and accountability
e Financial transparency, predictability, and stability

e Shared governance and decision making

The budget model at Ohio University has been evolving and changing since the implementation of RCM in 2014.
Some of these changes were implemented to address unintended consequences of the complexity of the model
formulas (i.e. administrative cost allocators), while others focused on more effective financial planning and
implementation of best practices (multi-year and all funds budgeting). The table below illustrates how our

process has changed from “Pre-RCM” (prior to 2014) to Current (FY18 planning).

6|FY18 Budget Book
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| [PreRCM ___ [Curent(xRCM)
Budget Development 1 x per year Continuous

Period 1 year Multi-year (4 years)

Analysis Next Year Past; Current; Future Years

Base Incremental Variable; targets have not been defined*
Decision Making Central Planning Units

Model Top-down Bottom-up

Funds Unrestricted All Funds

* hold-harmless

Historical Perspective

In FY14, Ohio University transitioned to utilizing Responsibility Centered Management (RCM) as part of its annual
budgeting process. This model was intended to support our academic priorities while creating a clear connection
between performance and financial incentives. Academic units became more involved in resource allocation
discussions enabled by the additional transparency. Efforts related to student success, recruitment and retention
as well as the development of new programs have all emerged through this budgeting process, supported by the
ability to understand the financial impacts. There are many examples of important, productive conversations
taking place now that would not have occurred in the past under our previous financial model.

RCM has been used to model the budget for five years (FY14 — FY18), and each year the Leadership Team
(Provost, Deans, College Financial Officers, VPFA and Budget Office) has been refining the model to improve its
value as a budgeting resource. As we have gained experience with how best to use the information produced in
the RCM model, we understand that the OHIO RCM model is just one piece of our planning and decision-making

process, which must be placed within the context of the academic mission and strategic priorities.

Over the past five years, feedback from academic units and Budget Planning Council highlighted several
challenges related to the use of the RCM Model in the budgeting process:

e Despite relatively stable academic activity across colleges, changes in the State allocation of SSI have
created large swings in the amount allocated to each college and the Regional Campuses within the

model, particularly at the undergraduate level.

e The model allocation method for undergraduate tuition has been extremely complex, making it difficult

for colleges to make revenue projections directly from data pulled from Institutional Research sources.

e The allocation of administrative and central costs has been complex, with the intention of maximizing the
fairness in the amounts allocated. The added complexity to projections were particularly challenging for

planning units who had operated within a simple overhead contribution % pre-RCM.

In response to these difficulties, a working group consisting of Deans and College Financial Officers made a

series of recommendations, which were implemented in the FY17 model:
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e Athens Undergraduate tuition and SSI revenue would be allocated with a simpler methodology (still split
85.0% on credit hours and 15.0% on majors) based on academic activity from the prior year (versus using
a 3-year average). Allocations for graduate, HCOM, regional and eCampus activity would not be changed.

e The allocation of administrative and central costs would be simplified by using only FTE-based and square
footage expense allocators.

e Administrative and Central costs attributed to Auxiliaries would be simplified to an overhead contribution
%.

As with previous adjustments to the model implemented over the past few years, these transitions were to be
budget neutral in the year implemented (although they have consequences to future years that differed by
planning unit) and not precipitate cuts in college budgets. However, as a result of the aforementioned
refinements, comparability between FY16 and FY17 budgets within each planning unit was reduced. This lack of
comparability should be considered when reviewing Planning Unit budgets in Sections 11 between FY16 and
FY17.

As mentioned above, we are still struggling to create a budget model that serves Ohio University well. University
Leadership (President, Provost, VPFA, and Deans) have collectively agreed that we will work together over the
next year to define a resource allocation/budget model that will more effectively serve the university, leveraging

the tools and business intelligence we have gained with the implementation of RCM.

Iterative Budget Process & Meeting Financial Challenges

Our FY18 Budget planning process is running simultaneously with the State of Ohio biennial budget process,
which will be effective July 1 for FY18 & FY19. The uncertainty resulting from the State of Ohio process requires
the University to stay abreast of the budget proposals and to adjust our budget planning accordingly. As detailed
in Exhibit B, we modified our budgeting planning assumptions in January and April to align with Governor Kasich’s
budget proposal and the House Budget Bill.

As discussed at our March BOT meeting, Constrained Resources

Governor Kasich’s budget proposal State Appropriations & Tuition Cap
N . g 3.00%

continues to prioritize student
2.50%
affordability, with a proposed extension of

2.00%

an undergraduate tuition freeze for a

1.50%

second biennium. In contrast to the FY16- Lovs

17 biennium, when the tuition freeze was 0.50%

partially offset with a 4.7% and 4.0% 0.00% FY13 FY14 FY15 FY16 FY17 FY18 FY19

H H Tuition & Fees Share 64% 65% 66% 66% 66% 66% 66%

INCrease in SSI for the years FY16 & FY17' a State Appropriations Share 36% 35% 34% 34% 34% 34% 34%

proposed tuition freeze for FY18 & FY19 is Tuition Cap 3.5% 2.0% 2.0% 0.0% 0.0% 0.0% 0.0%
State Appropriations Growth 0.9% 2.3% 1.5% 4.7% 4.0% 1.0% 1.0%

Unlikely to be offset by SSl increases = Weighted Growth Rate 2.56% 2.10% 1.83% 1.59% 1.34% 0.34% 0.34%

because of revenue shortfalls requiring

the State of Ohio to significantly reduce agency appropriations. In fact, it is possible that SSI will decline. As detailed in
the graph, the two major policy decisions by the State of Ohio impacting University funding — Tuition Caps and the
growth of State Appropriations — have created an environment in which tuition and SSI revenues have been further
constrained each year.

8|FY18 Budget Book
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Our enrollment planning assumptions
have also evolved significantly throughout
the year, requiring University and
Academic leadership to develop
contingency plans to adjust to a decrease
in students. While our initial planning
assumptions in the fall projected a new
freshmen class equivalent to last year’s
class, record applications resulting from
our transition to the Common App led to a
recommendation to increase our assumed
class by 152 students. As housing deposits

5,000
4,500
4,000
3,500
3,000
2,500
2,000
1,500
1,000

500

Axis Title

HResident
M Non-Res.

Athens UG - New Freshmen

4,244

Fall 2013

3,629
615

4,377 4,423
’ ’ 4,309 4,109
Fall2017
Fall2014 Fall 2015 Fall 2016 (budget)
3,788 3,756 3,774 3,574
589 667 535 535

began arriving in January and we began developing a trend line leading to the May 1 deposit deadline, it became

apparent that we were actually trending below our past year enrollments. Accordingly, in April we revised our

planning assumptions from +152 (relative to last year’s class) to -130, and in May further reduced our assumption

to -200. In response to this decline in enroliment and net tuition revenue, we have incorporated $3.8M of

revenues held back in the Strategic Opportunity Reserve to bridge the revenue decline to our colleges.

As our financial position began coming into focus following our fall financial projections and financial review

meetings, the University undertook a series of steps to reduce the burden on our colleges and minimize the

impact to their operations, including:

e Increasing Auxiliary contributions to Financial Aid (from $2.5M to $4.0M)

e Increasing Foundation support (fundraising to support scholarships) to Financial Aid by $0.5M

e Requiring administrative units to meet unfunded state/federal mandates and compliance obligations

without any supplemental budget support

e leveraging our Strategic Opportunity Reserve to provide a budget relief for university initiatives (e.g.

Online Learning investment) and allow these expenditures to have a phased impact on the academic

units

e Evaluating all central forecasts, including utilities, employee fee waivers, and central revenues

e Reduction of Allocated Costs (Administrative or central costs allocated to the planning units)

In the Spring we began a
planning exercise with our
administrative units in which
each planning unit was asked
to develop scenarios to
achieve a 5.0% cost savings.
The outcome of this planning

Base
Base %
OoTO

Administrative Cost Reductions
[ [ Fv1s | Fv1s | Fy2o |

$4.9M
3.8%
$1.1M

$2.0M
1.6%

$2.0M
1.6%

exercise resulted in cost

reductions of $4.9M (3.8%), with a prioritization on minimizing the impact to core services provided to campus.

Our future planning will include a 7.0% reduction over FY18-FY20, requiring $2.0M (1.6%) reductions in each of

FY19 and FY20.

:OHIO UNIVERSITY
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As our planning assumptions
evolved, our colleges began
developing plans to close our
gap between revenues and
expenses by reducing revenue
conservatism, reducing
discretionary expenditures,
and reducing costs. The
reduction plans were
categorized into three tiers so
as to delineate the impact to
each college’s academic
operations. Examples of these

College Tiered Reductions*

Faculty Early
Retirees

Reduction
to Supplies

Faculty
Vacancies

Distributed
IT Support

Alternative
Fund
Source (e.g.
OUF)

Delayed
Equipment

& Services Replacement

Tier 1: Minimal X X
Disruption X X X

Tier 2: Material

Disruption to X X X X

Support Service
Tier 3: Reduction

to delivery of X X X X

academic activity

* As defined by college submissions

reductions are presented in the adjacent table.

Summary

The FY18 Budget Book — which will be available on the BOT website and to Trustees as a draft paper document

pending final decisions in the State budget process — provides extensive detail and explanation of our FY18

Budget. We look forward to the presentation and discussion at our meeting.

10| FY18 Budget Book
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Exhibit A — Description of University Initiatives

Innovation Strategy: Provides seed funding and incentives for multi-disciplinary projects with the goals of increasing external funding

1 |opportunities, attracting and retaining our faculty, and providing opportunities for the development of inter-disciplinary program
development
Signature Program: Expansion of renewable financial aid program with the goals of maximizing net student revenue and achieving

2 |institutional enrollment objectives; total cost increase of $12M after 4 cohorts of student in program; cost allocation to colleges being
phased-in through use of institutional reserves

3 OHIO for Ohio: Envisioning our campuses as platforms that expedite finding solutions to real world problems and developing new
approaches to delivery of education programs while providing outlets to OHIO's creativity in support of our public role and mission
Online Learning: Positioning OHIO to capitalize on programmatic and revenue growth opportunities, reduce vendor dependencies, and

4 |enhance the learning experience of students in existing programs; cost allocation to colleges being phased-in through use of institutional
reserves

< TechGrowth OHIO: Match commitment supporting Ohio Third Frontier program; building a regional platform for business generation and
job creation; aligning resources to accelerate commercialization

6 Endowed Scholarships: $25M match commitment on funds raised supporting the University’s endowed scholarship program; the
University will provide $.50 for every dollar committed to eligible scholarship endowments starting July 1, 2013

7 Endowed Professorships: Use of matching funds to support fundraising in critial areas enhancing the University's competitive advantage in
sholarship and research

8 |2% Raise Pool: Merit-based pool
Faculty Compensation Plan: Multi-year plan to maximize our investment in faculty compensation to attract and retain talented faculty;

9 |goal to move the average salary for tenure-track faculty to the rank of third among the four-year public universities in Ohio; investment of
a proportional percentage in Group Il faculty (non-tenure track) and regional tenure-track faculty

10 [Staff Equity Plan: additional 1% pool to address pay compression and inversion issues identified during COMP 2014 project
Deferred Maintenance Plan/Utility Master Plan: Century Bond issuance included S160M to be spent over 16 years (S10M per year); each

11 [$10M distribution from Century Bond Bank creates a $1.3M internal loan payable over 10 years; Utility Master Plan (UMP) includes
Century Bond debt service

1 CIP Debt Service: Average growth in internal debt service to support future planned debt issuances per Six Year CIP (does not include
direct loans to HCOM and Housing)

13 Global Strategy: Investments supporting mission of creating nation's best transformative learning community, creating and supporting
global leaders

14 |Advancement Strategy: Multi-phase plan to grow fundraising capacity and revenue goals

1s Campus Care - Base Subsidy: University decision to base fund student health services through allocated cost model, as paid by all units
(currently supported by HCOM)
International Student Recruitment: Investment in the International student recruitment efforts to create and sustain a positive

16 enrollment trend at Ohio University

17 IT Strategy & Investment: Development of multi-year plan to invest in IT infrastruture and support evolving IT needs of students, faculty
and staff

18 |RHE Business Model: Reimagining the role of Regional Campuses given student enrollment and College Credit Plus pressures

19 |Counseling & Psych Services: Expanding Counseling and Psych services capacity to meet evolving student needs

20 |Classroom Improvement Initiative: Ohio University's multi-year strategy to renovate classroooms and classroom technology
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2 FY18 Budget

2.1 Consolidated University Budget (All Funds)

FY14 FY15 FY16 FY17 FY17 FY18
(in millions) Actuals | Actuals | Actuals | Budget | Forecast | Budget
REVENUES
1 State Appropriations $ 1534(S$ 161.1|$ 163.6|S 1649|S 1651|S 166.8
2 State Appropriations - Capital 5.2 11.8 11.7 29.0 14.0 325
3 Gross Undergraduate Tuition & Fees 294.8 298.1 304.5 302.5 303.7 303.6
4 Undergraduate Financial Aid (49.9) (51.3) (57.8) (62.6) (60.1) (62.5)
5 Net Undergraduate Tuition & Fees 245.0 246.7 246.7 239.9 243.6 241.1
6 Gross Graduate Tuition & Fees 85.4 94.0 100.1 112.8 107.4 115.3
7 Graduate Financial Aid (29.7) (29.9) (28.5) (28.4) (28.7) (28.2)
8 Net Graduate Tuition & Fees 55.7 64.2 71.6 84.4 78.7 87.1
9 Room & Board 83.7 90.0 95.9 97.2 95.7 92.9
10 Grants and Contracts 45.9 47.8 47.4 46.6 51.2 49.6
11 Facilities & Admin Costs Recovery 6.8 6.7 6.8 6.6 7.0 6.0
12 Gifts 26.9 31.2 28.0 27.1 14.3 20.0
13 Endowment Distributions - - - - - -
14 Investment Income 93.7 (2.9) (18.6) 58.3 88.0 54.3
15 Other External Sales 60.4 73.4 50.3 60.0 79.2 45.4
16 |Total Revenues $ 776.7|$ 730.1|$ 7033|S 8141|S$ 836.8|S$ 7957
EXPENSES & INDIRECT COST ALLOCATIONS
17 Total Salaries, Wages, & Other Payroll 309.7 330.8 343.7 363.8 358.1 367.6
18 [Total Benefits 109.6 100.7 119.6 119.1 120.5 125.1
19 Supplies & Services 205.8 215.5 193.6 198.0 200.9 193.3
20 Capitalized Costs 3.9 3.8 6.5 - 4.1 -
21 Depreciation 36.4 39.7 43.0 45.2 49.9 50.1
22 Internal Loan - Principal & Interest - - - - - -
23 Debt Service - Principal - - - - - -
24 Debt Service - Interest 10.0 18.7 24.2 26.2 25.9 28.4
25 Internal Sales (22.4) (22.2) (22.3) (22.4) (23.6) (22.1)
26 |Total Direct Expenses $ 653.0(S 687.0|$ 708.2|S 7299|S$ 7358|S$ 7425
ALLOCATIONS & TRANSFERS
27 Internal Allocations & Transfers (0.1) - - 7.6 - -
28 Administrative Cost Allocations - - - - - -
29 Capital Cost Allocation - - - - - -
30 Subvention Allocation - - - - - -
31 Subvention Distribution - - - - - -
32 [Total Allocations and Transfers S (0.1)] $ - S - S 76|$ - $ -
[33 [rotal Expenses & Cost Allocations [s 6529[s e87.0]$ 7082]s 737.6[35 7358[$ 7425]
[38  [Results of Operations [s 1237]s 431]s (a9)$ 765[$ 1010[$ 32]
35 Transfers (from) Operating Reserve - - - (12.0) - -
36 |Transfers to (from) Quasi Endowments - - - - - -
37 Provisions for Facility and Equipment Renewal - - - 6.2 - -
38 [Transfers to (from) Plant Fund - Project Related (2.4) (4.5) (3.2) (6.2) - -
39 [Net Results $ 1262|$ 47.7|$ (1.8)|$ 885|$ 1010|$ 53.2
40 Transfer Net Results to Fund Balance - - - - - -
41 Adjusted Net Results $ 126.2|$S 47.7]|S$ (1.8)|$ 885|$ 1010(|$ 53.2

* FY14 actuals do not include Component Units
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2.2

Budget Columns (All Funds)

. - . Strategic . Financial
Athens Colleges| Regional I Admlnlstrat.lve Opportuinity Opefa.tlng Non Operating | Statement Adj GAAP Adj
and Schools Can::puses and Auxiliaries & Academic Reserve & Activity Activity & Component Totals
S enters Support A Subtotal )
(in millions) Subvention Units
REVENUES
1 State Appropriations S 1374 $ 2438 - s 02]$ 290 164.8 [ $ 20]$ - s 166.8
2 State Appropriations - Capital - - - - - - 32.5 - 32.5
3 Gross Undergraduate Tuition & Fees 258.3 35.4 - 5.3 4.6 303.6 - - 303.6
4 Undergraduate Financial Aid (46.2) (5.4) (12.5) 6.3 (4.8) (62.5) - - (62.5)|
5 Net Undergraduate Tuition & Fees 212.1 30.0 (12.5) 11.6 (0.2) 241.1 - - 241.1
6 Gross Graduate Tuition & Fees 1143 0.3 - 0.7 - 115.3 - - 1153
7 Graduate Financial Aid (28.0) (0.1) - (0.1) - (28.2) - - (28.2)
8 Net Graduate Tuition & Fees 86.3 0.3 - 0.6 - 87.1 - - 87.1
9 Room & Board - - 92.9 - - 92.9 - - 92.9
10 Grants and Contracts 36.4 2.1 0.1 6.8 - 45.4 4.2 - 49.6
11 Facilities & Admin Costs Recovery 4.9 - - 1.1 - 6.0 - - 6.0
12 Gifts 4.9 0.3 2.4 2.3 - 10.0 10.0 - 20.0
13 |Endowment Distributions 13.1 0.7 0.2 14.0 - 28.0 (28.0) -
14 |Investment Income - - - 16 4.5 6.1 47.9 0.3 54.3
15  |Other External Sales 5.2 0.8 17.1 15.8 - 38.9 - 6.5 45.4
16 [Total Revenues $ 500.5 | $ 585|$ 100.2 [ $ 53.8|$ 72($ 720.2 | $ 68.6 | $ 6.8 |$ 795.7
EXPENSES & INDIRECT COST ALLOCATIONS
17 Total Salaries, Wages, & Other Payroll 205.0 32.9 28.6 101.0 - 367.6 - - 367.6
18 Total Benefits 61.2 11.0 13.1 39.8 - 125.1 - - 125.1
19 Supplies & Services 67.4 6.8 35.6 79.5 - 189.2 0.2 3.9 193.3
20 Capitalized Costs 2.3 - 1.6 4.7 - 8.6 162.5 (171.1) -
21 Depreciation - - - - - - - 50.1 50.1
22 Internal Loan - Principal & Interest 5.4 0.3 13.8 31.7 - 51.1 (51.1) - -
23 Debt Service - Principal - - - - - - 16.1 (16.1) -
24 Debt Service - Interest - - - - - - 30.0 (1.5) 28.4
25 Internal Sales (2.0) - (7.0) (13.1) - (22.1) - - (22.1)]
26  [Total Direct $ 339.3|$ 51.0($ 85.7|$ 2435 | $ -1$ 719.6 | $ 157.6 | $ (134.7)[ $ 742.5
ALLOCATIONS & TRANSFERS
27 Internal Allocations & Transfers (7.7) (0.7) 2.4 (14.6) 20.5 - - - -
28 Administrative Cost Allocations 149.2 15.4 (2.1) (164.3) 1.7 - - - -
29 Capital Cost Allocation 11.5 - 1.6 (13.1) - - - - -
30 [Subvention Allocation 54.4 6.8 - - (61.2) - - - -
31 Subvention Distribution (46.4) (14.5) - (0.4) 61.3 - - - -
32  [Total Allocations and Transfers $ 161.1 | $ 7.0|$ 193 (192.4) $ 224 | $ - s - |3 - |3 -
[33__Jrotal Expenses & Cost Allocations [s 500.4 [ $ 580 $ 87.7] $ 511]$ 24]$ 719.6 [ $ 157.6 [ $ (134.7)] 7425 |
[32_[Results of Operations [s 01]$ 05[$ 125 27[$ (152)'$ 06[$ (83.9) $ 1415]$ 53.2 ]
35 Transfers (from) Operating Reserve (6.7) - (0.2) (13.5) (15.9) (36.3) 17.9 18.4 -
36 Transfers to (from) Quasi Endowments - - - 14.1 0.8 14.9 (14.9) -
37 Provisions for Facility and Equipment Renewal - - 0.2 - - 0.2 (0.2) -
38 Transfers to (from) Plant Fund - Project Related 5.1 - 19.9 2.6 - 27.6 (27.6) - -
39 Net Results $ 16|$ 05($ (7.4)] $ (0.6)] $ - 1$ (5.8)] $ (64.1)| $ 123.1($ 53.2
|40 | Transfer Net Results to Fund Balance | 16 | 0.5 | l7.4)| 10.6)| - | (5A8)| 5.8 | - | - |
[a1 ] Adjusted Net Results [s BB BB - s - s - s - s (69.9)] $ 123.1[$ 53.2 |
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Throughout the entire Budget Book, all numbers are presented in millions rounded to one decimal unless
otherwise indicated. This rounding may create discrepancies in subtotals.

Explanation of Columns

The approved University Budget is an all-funds presentation that presents both the Operating Activities that
comprise the traditional financial budget, but also the Non-Operating Activities that reflect the consolidated
financial results of the institution.

Athens Colleges & Schools
Academic Colleges. Academic Planning Unit details are presented in Section 11.

These include: College of Arts and Sciences, College of Business, Scripps College of Communication, Patton
College of Education, Russ College of Engineering and Technology, College of Fine Arts, College of Health
Sciences and Professions, Honors Tutorial College, Office of Global Affairs and International Studies, University
College, Voinovich School, and Heritage College of Osteopathic Medicine.

Regional Campuses

Regional Higher Education includes the Executive Dean of Regional Higher Education and the following regional
campuses: Chillicothe, Eastern, Lancaster (includes Pickerington Center), Southern (includes Proctorville Center),
and Zanesville. Financial summaries are presented as part of the Academic Planning Unit summaries in Section
11.

Auxiliaries
Auxiliaries represent revenue-generating units that are assessed allocated costs utilizing RCM methodology.
Auxiliary Planning Unit summaries are presented in Section 12.

These include: Intercollegiate Athletics, Culinary Services, Housing and Residence Life, Transportation and
Parking, and Printing Services.

Administrative and Academic Support
Academic and Administrative Planning Units. Planning Unit summaries are presented in Section 13.

These include, but are not limited to: President, Provost, International Student & Faculty Services, Graduate
College, Library, Instructional Innovation, Advancement, Student Affairs, Research, Information Technology,
Finance and Administration, Central Pool, and Utilities.

Strategic Opportunity Reserve & Subvention

Resources retained through Subvention assessment, Strategic Opportunity Reserve and corresponding planned
investments. Subvention is assessed as a 12.5% fee on the operating revenue of Academic Units, and
redistributed to provide support to other Academic Units that cannot be fully supported by their own revenues
or as a funding source for strategic initiatives.

Further information regarding Subvention can be found in Section 2.6. The Strategic Opportunity Reserve is
detailed in Section 10. Financial summaries are presented in Section 17.

>OHIO UNIVERSITY FY18 Budget Book |17




Operating Activity Subtotal

An all-funds presentation that represents the Operating Activity that comprises the traditional financial budget
of the University. Operating activity is a subtotal of Athens Colleges and Schools, Regional Campuses, Auxiliaries,
Administrative and Academic Support, and Strategic Opportunity Reserve & Subvention.

Non-Operating Activity Subtotal
Non-Operating Activity includes Endowment (distributions; investment returns; corpus gifts); Capital; Century
Bond; and Internal Bank. Non-Operating financial summaries are presented in Section 18.

e Endowment (distributions; investment returns, corpus gifts) — Additional detail in Section 6

e Century Bond — Additional detail in Section 7

e Internal Bank — Additional detail in Section 7

e (Capital — Additional detail in Section 9

Financial Statement Adjustments & Component Units

For internal reporting purposes, certain items are included in the Operating Budget; however, when actual
income statement results are reported, adjustments must be made to present the financial results in compliance
with GAAP. Financial Statement Adjustments represent compensation liability adjustments; the elimination of
capitalized costs and principal payments; the inclusion of depreciation expense; and the elimination of
duplicated Component Unit revenues and expenses.

Component Units represent separate but affiliated entities and subsidiaries of Ohio University and the Ohio
University Foundation that are consolidated within our external financial statements. Component Unit entities
include: TechGrowth Ohio, the Ohio University Inn, Sugar Bush Foundation, and Russ LLCs. Further details on
Component Units can be found in Section 14.

Financial details related to Financial Statement Adjustments and Component Units are presented in Section 18.

GAAP Adjusted Totals
GAAP Adjusted Totals reflect Operating Totals, Non-Operating Totals, Financial Statement Adjustments, and
Component Units.

Unless otherwise noted, the following summaries present the Operating Revenues and Expenses of the budget.
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2.3 Summary of Revenue Sources

Summary of Revenue Sources (in millions)

$800.0
$751.2
$681.3 $711.6 $726.1 §722.9 $720.2
as
$700.0 - e% 6.8% 5.4% 8.6% 5.4%
8.7%
7.3% 7.7% 7.1%
$600.0 7.6% 7.3%
1.7% e
13.4% .
12.6% e 12.7%
S500.0 12.3%
$400.0
$300.0
$200.0
$100.0
5-
FY14 Actuals FY15 Actuals FY16 Budget FY17 Budget FY17 Forecast FY18 Budget
B Extern d Sales 559.4 554.1 549.4 $39.0 $64.7 $38.9
W Private Support 534.5 S43.6 S48.4 S46.5 547.4 544.0
m Grants/ F&A §52.2 554.2 552.8 $53.0 $58.2 $51.3
Room & Board $83.7 $90.0 $95.9 $97.2 $95.7 $92.9
M Tuition, Net $300.3 $310.7 $318.1 $324.3 $322.1 $328.2
W State Appropriations 5151.2 $159.0 5161.5 5162.8 $163.1 $164.8

2.3.1 State Appropriations

State appropriations represent funding provided by the Legislature in the biennial Budget and Capital Bills. The
Budget Bill incorporates State Support of Instruction (SSI) as well as line item appropriations. The Capital Bill
includes approved capital projects, as represented in the biennial capital budget submitted to the state and
reflected in the State Capital section of our Capital Improvement Plan (Section 9). The University recognizes
state capital revenue once capital expenses are incurred. Our budget is a projection of fiscal year expenses to be
funded by the approved State Capital Budget.

L FY14 FY15 FY1l6 FY17 FY17 FY18
(in millions)
Actuals Actuals Actuals Budget Forecast Budget
State Support for Instruction S 1464 S 1541 § 1558 S 1571 § 1574 $ 1595
Line Item Appropriations 7.0 7.0 7.8 7.8 7.7 7.3
Total State Appropriations S 1534 S 1611 S 1636 S 1649 S 1651 S 166.8
% of University Revenues 22.5% 22.6% 22.5% 22.8% 22.0% 23.2%
State Appropriations - Capital* S 52 § 118 $ 117 S 290 S 140 S 325

*Reflects institutional spending against State Capital Appropriations

The table above represents operating and non-operating activity.
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Section 3 provides additional detail about state appropriations.

2.3.2 Tuition (Net of Financial Aid)
Tuition and fees are inclusive of instructional, non-resident and general fees, technology, course, and program
fees. Section 4 provides details about tuition.

L FY14 FY15 FYl6 FY17 FY17 FY18
{in millions)
Actuals  Actuals  Actuals Budget Forecast Budget
Gross Undergraduate Tuition & Fees $ 2945 S 2979 $ 3043 S 3025 S 3035 S 3036
Undergraduate Financial Aid (49.9) (51.3) (57.8) (62.6) (60.1) (62.5)
Net Undergraduate Tuition & Fees S 2446 S 2466 $ 246.6 S 2399 S 2434 S 2411
% of Revenues 35.9% 34.6% 34.0% 33.2% 32.4% 33.5%
Gross Graduate Tuition & Fees 85.4 94.0 100.1 112.8 107.4 115.3
Graduate Financial Aid (29.7) (29.9) (28.5) (28.4) (28.7) (28.2)
Net Graduate Tuition & Fees $ 557 S 642 $§ 716 S 844 S 787 S 871
% of Revenues 8.2% 9.0% 9.9% 11.7% 10.5% 12.1%
(in millions) FY14 FY15 FY16 FY17 FY17 FY18
Net Undergraduate Tuition & Fees Actuals Actuals Actuals Budget Forecast Budget
Athens Campus S 182.0 $ 1848 S 1830 S 1803 S 180.7 S 179.1
Regionals Campuses 34.6 34.0 31.2 30.7 30.6 30.4
eCampus 28.0 27.8 27.4 24.3 27.6 27.2
Other Student Fees - - 5.0 4.6 4.5 4.4
Total - Net Undergraduate Tuition & Fees S 2446 $ 2466 S 2466 S 2399 S 2434 $ 2411

2.3.3 Room & Board

Residential Housing and Culinary Services project room and board revenues based on the number of students
living in the dormitories and participating in meal plans. These enrollments are a function of the freshman class
size and the number of returning sophomores that are subject to the two-year residential requirement (which
requires students to reside on campus for two full years and carry an associated meal plan).

(in millions) FY14 FY15 Fyie FY17 FY17 FY18
REVENUES Actuals  Actuals  Actuals Budget Forecast Budget
Room & Board S 837 S5 900 S 959 S 972 5 957 S 929
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2.3.4 Grants and Contracts

FY14 FY15 FYl6 FY17 FY17 FY1s
(in millions) Actuals  Actuals  Actuals Budget Forecast Budget

Grants & Contracts

Grants & Contracts - Local Gov't S 0.6 S 0.9 § 08 S 09 § 12 S 0.5
Grants & Contracts - State Gov't 9.1 7.8 9.6 9.1 94 8.9
Grants & Contracts - Federal Gov't 17.8 20.3 17.2 19.6 234 21.8
Total Government Grants $§ 275 § 289 § 277 § 295 § 339 § 31.2
Grants & Contracts - Private/Foundation 17.9 18.6 18.4 16.9 17.3 14.2
Total Grants & Contracts S 454 S 475 S 461 S 464 S 51.2 S 454

Grants and Contracts include the reimbursement of direct expenses incurred on sponsored projects and exclude
the following:
e Grants for financial aid which are netted against tuition revenues (Section 2.3.2).
e State capital grants and state line item appropriations are included in state appropriations (Section
2.3.1).

2.3.5 Facilities & Administrative Cost Recovery

FY14 FY15 FYle6 FY17 FY17 FY18
(in millions) Actuals Actuals Actuals Budget Forecast Budget
F&A Cost Recovery S 68 S 6.7 S 68 S 6.6 S 70 S 6.0

Facilities & Administrative (F&A) Cost Recovery represents the dollars recovered from sponsored projects for
F&A (indirect) costs associated with grants and contracts.

2.3.6 Gifts

Gifts include all non-endowed (expendable) and endowed gifts to the University. Expendable gifts include both
operating and capital gifts; gifts are recorded as revenue by these operating units in the year that the cash is
received.

The FY18 budget for expendable gifts is $10.0M, as established by the goal-setting of The Ohio University
Foundation Board (“Foundation Board”). Expendable Gift budgets submitted by the Planning Units, which
represent known or expected giving, total $9.3M. The difference between The Ohio University Foundation
(“Foundation”) goal and the Planning Unit projections, $0.7M, is currently represented as a Gift revenue budget
within Academic Support (Central Revenue), with a corresponding offset in the Transfers to (from) Operations
row. Actual attainment of Gift revenues will flow to the College or Planning Unit based on the designation of the
gift. Section 5 provides additional detail about gifts.

2.3.7 Endowment Distributions

The endowment distribution represents the internal distribution of endowment income based upon shares held
in the endowment portfolio. The annual endowment distribution is equal to the product of a 6% spending rate
and the endowment's average market value for the trailing 36 months (ending December 31, 2016). Both true
and quasi-endowments are subject to this spending policy. The 6% spending rate is comprised of a 4% spending
allocation to the designated fund purpose and a 2% administrative fee. The spending allocation supports various
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initiatives, as specified in the gift agreement. This includes, but is not limited to, scholarships and fellowships,
chairs and professorships, research activities, and general support of academic units. The administrative fee
provides general support for the operations of the Foundation. The FY18 Budget for endowment distributions is
$28.0M. Section 6 provides additional detail about endowment distributions.

2.3.8 Investment Income

Investment Income represents the interest, dividends, and investment returns earned on the working capital
and investment pools of the University. The FY18 Budget for investment income supporting the operating
budget is $6.1M. These funds support the operations of the Foundation and the Strategic Opportunity Reserve.

The Non-Operating budget for Investment Income is $47.9M, supporting the Endowment ($31.6M), the Century
Bond (510.8M), and the Internal Bank ($5.5M). Section 6 provides additional detail about investment income.

2.3.9 Other External Sales

Other external sales includes royalties, sales and services, and other sales. This includes non-student revenue
generated from academic activities, clinical revenues, retail sales from auxiliary operations (e.g. parking,
transportation, athletic ticket sales, and sponsorship agreements). The FY18 Budget for other external sales is
$38.9M.
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2.4 Summary of Expenditures

Summary of Expenditures (in millions)
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FY14 Actuals FY15 Actuals FY16 Budget FY17 Budget FY18 Budget
Forecast
B Internal Loan - Principal & Interest $24.1 $27.3 $38.0 $47.0 $47.0 $51.1
Capitalized Costs $10.1 $11.9 $11.3 $6.1 $11.0 $8.6
W Supplies & Services $199.6 $190.7 $187.1 $182.6 $183.5 $189.2
M Total Benefits $99.0 $106.7 $112.7 $119.1 $120.4 $125.1
W Total Salaries, Wages, & Other Payroll $309.3 $330.5 $343.4 $363.8 $357.8 $367.6
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2.4.1 Salaries, Wages, and Benefits

For FY18, compensation is budgeted at $492.7M, which includes Salaries, Wages and Benefits.

L FY14 FY15 FY16 FY17 FY17 FY18

(in millions) Actuals Actuals Actuals Budget Forecast Budget
Faculty Salaries § 1247 S 1337 § 1364 S5 1440 S 1444 S5 146.6
Administrative Salaries 101.7 108.2 111.1 125.4 118.9 126.7
Total Salaries $ 226.4 $ 2419 $ 2475 $ 269.4 $ 263.3 $ 273.2
Classified Wages 458 48.7 549 54.7 544 543
Graduate Assistant Wages 20.0 21.1 215 219 218 213
Student Wages 16.1 17.7 18.4 17.0 17.6 18.0
Total Wages $ 818 $ 874 $ 9438 $ 936 $ 938 $ 936
Other Payroll 1.0 11 1.1 0.8 0.7 0.7
Total Salaries/Wages $ 309.3 $ 3305 $ 3434 S 363.8 $ 357.8 $ 367.6
Total Benefits $ 99.0 $ 106.7 $ 112.7 $ 1191 $ 1204 $ 125.1
Total Compensation $ 4083 S 4372 S 4561 S 4829 S 4782 S 4927

Salaries and Wages are budgeted at $367.6M, which is approximately a 1.0% increase over the FY17 Budget.
Benefits are budgeted at $125.1M which is a 3.9% increase from the FY17 forecast. University salaries, wages,
and benefits are explained in more detail in Section 8.

2.4.2 Supplies and Services
For FY18, supplies and services are budgeted at $189.2M.

Supplies and Services include: professional services (538.2M); supplies ($22.8M); travel (521.2M); utilities,
maintenance & communication ($69.2M); cost of goods sold (521.5M) and other miscellaneous expenses
(516.4M).

2.4.3 Capitalized Costs

Capitalized costs are included in the operating budget for internal reporting purposes. When actual income
statement results are reported, capitalized costs are eliminated via accounting adjustments and depreciation
expenses are included. For budgeting purposes, capitalized costs represent the purchases of equipment for
research or operations. For FY18, capitalized costs are budgeted at $8.6M.

Capital facilities costs (CIP) are included in the Capital Budget section (Section 9) and are represented in the
Non-Operating section (Section 18) of the Budget.

2.4.4 Depreciation

Depreciation expense is not included in the operating budget, but is shown in the Non-Operating Activity. When
capitalized costs are eliminated via financial statement adjustments, depreciation expenses are then included.
FY18 depreciation expenses are budgeted at $50.1M, inclusive of Component Units.




2.4.5 Internal Loans & Debt Service

Internal loans are charged to departments to reserve funds to pay for external debt service. The Century Bond
and the Internal Bank receive the Internal Loan payments, and then pay the external debt service principal and
interest obligations. For Financial Statement purposes, principal payments are eliminated.

(in millions) FY14 FY15 FYl6 FY17 FY17 FY138
Operating Results Actuals Actuals Actuals Budget Forecast Budget
Internal Loan - Principal & Interest S 241 S 273 S 380 S 470 S 470 S5 511
Consolidated Results
Debt Service - Interest S 100 S 187 S 242 S 262 5§ 259 5 284
) Financial )
L Operating Century Internal Consolidated
(in millions) Statement
Results Bond Bank . Results
Adjustments
Internal Loan - Principal & Interest S 51.1  $ (115) S (39.6) S - S
Debt Service - Principal S = S - $ 16.1 S (16.1) §
Debt Service - Interest S - S 140 S 16.0 S (1.5) § 28.4

Section 7 provides additional detail about Internal Loans and Debt Service.

2.4.6 Internal Sales

Internal Sales represent sales between operating units of the University. Because the originating unit (seller)
incurs the expense and then the buyer also reports the expense, these expenses are offset or eliminated in the
expense section.

2.5 Allocations and Transfers

2.5.1 Internal Allocations & Transfers
Internal allocations represent funding exchanges among units.

2.5.2 Indirect Cost Allocations

A series of indirect cost allocations to recover infrastructure and administrative costs associated with non-
college expenditures (e.g., Facilities, Finance, OIT). Allocations are made through the RCM model using various
allocators (e.g., headcount, square footage, etc.) which are included in Section 20.4.

2.5.3 Subvention Fund

Subvention Allocation: Academic units are assessed a 12.5% fee on operating revenues, which is utilized to
balance operating results across academic units and provide resources for strategic initiatives.

Section 15 includes detail about the Academic Investment Program Incentives.

Subvention Distribution: This represents the distribution of the subvention funds to provide funding to the
academic initiatives.

For FY18, allocations are budgeted at $61.2M. The detail about the RCM allocation model is included in Section
20.4.
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2.6 Transfers

2.6.1 Transfers to (from) Operations
Transfers represent the planned utilization of fund balance to support one-time only investments.

2.6.2 Transfer to (from) Quasi Endowments
Represents the transfer from operations for quasi endowments.

2.6.3 Transfers to (from) Capital Projects

Transfers to (from) Capital Projects includes two types of activities: departments’ designated funds from current
year operations to be set aside to fund future replacements/ deferred maintenance and the transfer of prior
year accumulated reserves to fund current year replacements/renovations (typically through plant funds).

L FY14 FY15 FY16 FY17 FY17 FY18
(in millions)
Actuals Actuals Actuals Budget Forecast Budget
Provisions for Facility and Equipment Renewal S - S - S - S 6.2 S - S 0.2
Transfers to (from) Plant Fund - Project Related 29.5 59.0 (37.8) 17.9 28.7 27.6
Transfers to (from) Capital Projects S 295 § 59.0 S (37.8) S 241 S 28.7 S 27.8




3 State Appropriations

3.1 State Support of Instruction (SSI)

SSlis an annual, fixed-dollar appropriation from the State of Ohio that subsidizes the cost of education for Ohio
residents. Allocations are calculated using a funding formula primarily driven by course completions, degrees
earned with weighting factors based on the subject field of courses and degrees, and student demographics
including academic performance (ACT), financial need, and various risk factors.

FY18 SSI Projections

As illustrated below, the SSI allocation for Ohio University has been increasing each year. The increase in our
share of SSlin FY14 and FY 15 was driven by the growth of the RN to BSN program in the College of Health
Sciences and Professions. The SSI budget for FY17 was originally projected to increase fairly substantially but
changes to the at-risk formula implemented in FY17 resulted in that expected increase being reduced by $5.2M.
The FY17 forecast has been adjusted for this change. Our FY18 Budget assumes a modest increase in our state
share of SSI, with our growth in Medical FTE as the primary driver.

o FY14 FY15 FY16 FY17 FY17 FY18
(in millions)
Actuals Actuals Actuals Budget Forecast Budget

SSI College Allocations S 137.8 S 149.2 S 151.7 S 159.7 S 159.7 S 156.7
Strategic Opportunity Reserve

2% Holdback 2.8 2.9 2.9 2.9 2.9 2.8
Additional Surplus/Deficit 5.8 2.0 1.1 (5.6) (5.2)

Subtotal 8.6 49 4.0 (2.7) (2.3) 2.8
Total State Share of Instruction S 146.4 S 154.1 S 155.8 $ 157.1 S 157.4 S 159.5
% of State Appropriations 10.6% 11.0% 10.6% 10.3% 10.3% 10.5%

Annually, the University budget allocates only 98% of SSI and Tuition revenues. The 2% holdback is used as a
buffer against in-year variability, and funds the Strategic Opportunity Reserve only when it is earned.

Section 10 provides additional detail about the Strategic Opportunity Reserve.
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Changes to SSI Funding Model for FY18

Consultations with the Ohio Department of Higher Education (former Board of Regents) and University
leadership during Fall 2016 resulted in the addition of first generation status of a student to the risk factors used
to weight the allocations for undergraduate degrees. This factor is now added to the existing factors of academic
risk, financial risk, age and race as defined in the table below.

Academicz ACTEA 7AnEnglish@rAMath.@fEhofCT,Rompleted@®
developmental@oursednnyFearztZny@ublicollegerk
university@n@hio.

Age Over22{earsfEige@vhenBtartingollege.

Financial SmallestEFCHExpected@FamilyZontribution)@below2,190
in@ny®year.

Minority AfricanB\merican,Hispanic,Americandndian.

First@eneration MotherBndFather'sthighestdevel®f@ducationald

attainmentsBelf@eported@sHighBchool®raMiddle/Junior
HighBchool®n@heFAFSA.

The five at-risk categories combine to create 32 distinct student cohorts including a student with no risk
factors to a student with all five. Graduation rates are calculated for each case to produce a weight that
recognizes the additional costs that would occur to help those students attain their degree. The degree
funding for students in each case is inflated using these weights. The list of cases, state-wide graduation
rates and resulting weights are shown below:
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Case Grad;atmn Weight*
case 00 73.6%

case 01 71.0% 3.6%
case 02 50.8% 44.7%
case 03 43.3% 70.1%
case 04 53.4% 37.8%
case 05 67.6% 8.8%
case 06 44.5% 65.2%
case 07 48.3% 52.4%
case 08 52.7% 39.5%
case 09 63.5% 15.9%
case 10 43.2% 70.3%
case 11 36.6% 101.1%
case 12 48.9% 50.4%
case 13 37.2% 97.7%
case 14 57.2% 28.6%
case 15 57.9% 27.0%
case 16 39.0% 88.9%
case 17 30.0% 145.2%
case 18 42.0% 75.1%
case 19 28.3% 160.1%
case 20 49.9% 47.4%
case 21 55.4% 32.9%
case 22 36.4% 102.1%
case 23 48.9% 50.4%
case 24 35.5% 107.1%
case 25 51.2% 43.8%
case 26 25.9% 184.0%
case 27 40.3% 82.6%
case 28 28.9% 154.5%
case 29 42.0% 75.1%
case 30 42.4% 73.6%
case 31 27.3% 169.8%

No Risk Factors

Financial, only

Academic, only

Age, only

Race, only

First Generation, only

Financial & Academic

Financial & Age

Financial & Race

Financial & First Generation

Academic & Age

Academic & Race

Academic & First Generation

Age & Race

Age & First Generation

Race & First Generation

Financial, Academic & Age

Financial, Academic & Race

Financial, Academic & First Generation
Academic, Age & Race

Academic, Age & First Generation

Age, Race & First Generation
Academic, Race & First Generation
Financial, Race & First Generation
Financial, Age & Race

Financial, Age & First Generation
Financial, Academic, Age & Race
Financial, Age, Race & First Generation
Financial, Academic, Race & First Generation
Financial, Academic, Age & First Generation
Academic, Age, Race & First Generation
All Risk Factors

* Weight calculated as the difference between each Case and Case 00 (students with no risk factors)

The projected net impact of this change to the SSI for Ohio University is slightly positive (about 0.2%) but our

enrollments of first generation students are fairly high so additional benefits are possible in the future if we

continue on our current trends.

Changes related to Guarantee Tuition programs:

The FY16-17 State of Ohio biennial budget included a provision that adjusted the Ohio Department of Higher
Education’s SSI allocation formula for those universities with a tuition guarantee program. The proposed FY18-
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19 State Operating Budget eliminates the SSI adjustments for tuition guarantee programs, which historically
reduced Ohio University’s state appropriation by approximately $1.0M in FY16 and FY17.

3.2 State Funded Line Item Appropriations

In addition to SSI, a series of specific line-item appropriations are provided to colleges and universities. For the
University, the programs listed below are supported by line-item appropriations as budgeted by each planning
unit’s FY18 budget.

(in millions) FY17 FY18
Planning Unit Program Projection Projection Variance
Voinovich Appalachian New Economy Partnership S 1.50 S 1.50 0%
Co-ops & Internships S 0.08 §$ 0.08 0%
College of Medicine AHEC Program Support S 0.13 S 0.11 -10%
Family Practice S 0.50 S 0.45 -10%
Geriatric Medicine S 0.07 S 0.07 -10%
Primary Care Residencies S 023 § 0.20 -10%
OU Clinical Teaching S 291 S 2.62 -10%
Education Higher Education Program Support S 0.08 S 0.08 0%
Library Library Depositories S 0.17 $ 0.15 -10%
Internal Bank Capital Component S 2.00 S 2.00 0%
Subtotal $ 766 $ 7.26 -5%

Capital Component was a program offered by the State of Ohio in the late 1990’s through early 2000’s that
offered Universities a state appropriation for a 15-year period in exchange for giving up capital appropriation
funding. Ohio University took advantage of this program in the early 2000’s, and has used the Capital
Component appropriation to support capital investments funded directly by the University. FY18 will be the last
year Ohio University receives the Capital Component subsidy, in alighment with the commitment of the State of
Ohio program and the pay-back model established with our Internal Bank.

3.3 State Capital Appropriation

In accordance with the State of Ohio process led by the Office of Budget and Management, the University
submitted a 2017-2018 biennial capital request in the fall of 2015. The 2017-2018 capital bill was passed in
Senate Bill 310 by the Ohio legislature in early May, 2016, and included $27.5M of capital appropriations to Ohio
University (inclusive of $750,000 of pass-through allocations for local partners and $26.8M supporting Ohio
University projects).

The State Capital Budget identifies capital improvement projects which have been approved for funding. Within
the University financial structure, however, state capital revenue is recognized once expenditures have been
made. As a result, any individual university fiscal year budget may include funding from multiple years of state
capital funding.

The FY18 Budget for projects to be funded, in whole or in part, by State Capital Appropriations is $32.5M and
can be found in the Capital column of our Non-Operating results (Section 18).




4 Tuition & Educational Fees

University tuition revenues include all revenues from academic degree programs, exclusive of SSI, associated
with traditional programs, eCampus programs, and graduate and medical programs.

4.1 Enrollment Trends

4.1.1 Undergraduate Headcount and FTE

Athens Campus: Based on Fall 2016 (FY17) data, enrollment on the Athens Campus has grown 2.8% compared to
Fall 2013 (FY14). These numbers include traditional, post-secondary, and eCampus students.

The forecast for Fall 2017 Undergraduate Duplicated Headcount
(FY18) indicates that the Fall2013  Fall2014 Fall2015 Fall2016  Fall 2017
overall headcount will Actual Actual Actual Actual Forecast
. . Athens
decrease slightly (0.6%). It is Post-Secondary/CC+ 66 68 85 139 139
assumed that on the Athens  qraitional 17,309 17,592 17,880 18,070 17,863
Campus, the post-secondary eCampus 6,129 5,911 5,978 5,958 6,018
headcount will remain flat, Subtotal 23,504 23,571 23,943 24,167 24,020
traditional headcount will Regionals
decrease 1.1%, and eCampus Post-Secondary/CC+ 501 540 815 803 800
B Traditional 8,117 7,997 7,759 7,590 7,450
headcount will grow 1.0%. eCampus 0 0 0 87 100
Subtotal 8,618 8,537 8,574 8,480 8,350

The projected Fall 2017 UG

Athens traditional student
Athens - Undergraduate New Freshmen

headcount assumes a new Fall2013  Fall2014 Fall2015 Fall2016  Fall 2017

freshman class that will be 200 Actual Actual Actual Actual e
fewer students as compared to  Resident 3,629 3,788 3,756 3,774 3,574
the Fall 2016 class, while Non-resident 615 589 667 535 535
assuming equivalent retention  Total 4,244 4,377 4,423 4,309 4,109

rates as the previous three years.

Regional Campuses: From Fall 2013 (FY14) through Fall 2016 (FY17), Regional Campuses have experienced a
6.5% decrease in traditional student headcount. For that same period, Regional Campuses have experienced a
60.3% growth in post-secondary student headcount. This growth in post-secondary enrollment is a result of the
expansion of the College Credit Plus program across the State of Ohio, now in its second year.

The Fall 2017 (FY18) projection indicates that there will be a decrease in headcount of 1.8% for traditional
students on the Regional Campuses when compared to the headcount in Fall 2016 (FY17). The Post-secondary
student headcount is expected to remain flat for the Regional Campus when comparing Fall 2017 to Fall 2016.
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OHIO Guarantee Headcounts: FY16 saw the Athens - Cohort Duplicated Headcount (excluding eCampus)

first cohort of OHIO Guarantee students on Fall 2015 Fall 2016 Fall 2017
the Athens campus. These students Actual Actual  Forecast
accounted for 27.7% of the total Continuing Students 12,987 9,009 5,909
undergraduates on the Athens Campus in Fall OHIO Guarantee 2015-16 4,978 4,304 3,562
. . OHIO Guarantee 2016-17 - 4,896 3,877
2015. The projection for headcounts in Fall OHIO Guarantee 2017-18 _ _ 4,654
2017 (FY18) shows that 67.2% of Athens Total 17,965 18,209 18,002
Campus undergraduates will be part of an
OHIO Guarantee cohort.
FTE: On the Athens Undergraduate FTE
Campus, changes in FTE Fall 2013 Fall 2014 Fall2015 Fall 2016 Fall 2017
are highly correlated with Actual Actual Actual Actual Forecast
. Athens 17,169 17,552 18,007 18,188 18,017
changes in student
headcount. Since the eCampus (Athens & Regional) 3,062 2,895 2,941 3,060 3,040
majority of Athens Regional Campuses
Chillicothe 1,491 1,476 1,392 1,369 1,304
Campus studentare full g 617 587 606 576 570
time, and thus pay the full  ancaster 1,633 1,571 1,503 1,390 1,311
tuition rate, changes in Southern 1,314 1,296 1,237 1,208 1,196
headcount (and not FTE) Zanesville 1,205 1,243 1,224 1,107 1,096
. o Total Regional Campuses 6,260 6,173 5,962 5,650 5478
drive the tuition forecast. Total Undergraduate 26,491 26,620 26,910 26,898 26,534
eCampus students pay Post-Secondary/CC+ 306 302 439 441 455

tuition on a per credit

hour basis, thus FTE’s (instead of headcounts) drive our Tuition forecast. eCampus FTE’s have been growing over
the last 3 years, but are projected to remain flat for FY18. For Regional Campuses, FTE’s have declined at a
faster rate than headcounts, driven by decreases in full-time student enroliments.

Residency: The percentage of  Athens - Resident/Non-Resident Duplicated Headcount (excluding eCampus)

non-resident students on the Fall 2013 Fall 2014 Fall 2015 Fall 2016 Fall 2017
Athens campus has declined Actual Actual Actual Actual Forecast
Resident 14,649 14,921 15,157 15,627 15,561
over the last two years, from )
15.6% to 13.6% Non-resident 2,726 2,739 2,808 2,582 2,442
e o7 Total 17,375 17,660 17,965 18,209 18,002
% Non-resident 15.7% 15.5% 15.6% 14.2% 13.6%

32|FY18 Budget Book

> OHIO UNIVERSITY



eCampus: The percentage of non-resident students attending our eCampus increased from 24.9% to 29.7% in
the four year period between Fall 2013 and Fall 2016. It is projected that the Fall 2017 eCampus enrollments will
remain flat with 29.7% of non-resident students.

eCampus - Resident/Non-Resident Duplicated Headcount (Athens and Regional

Undergraduate)
Fall 2013 Fall 2014 Fall 2015 Fall 2016 Fall 2017
Actual Actual Actual Actual Forecast
Resident 4,603 4,459 4,487 4,250 4,301
Non-resident 1,526 1,452 1,491 1,795 1,816
Total 6,129 5,911 5,978 6,045 6,118
% Non-resident 24.9% 24.6% 24.9% 29.7% 29.7%

4.1.2 Graduate Programs

Graduate Programs Duplicate Headcount
Fall 2013 Fall 2014 Fall 2015 Fall 2016 Fall 2017

Actual Actual Actual Actual Forecast
Traditional Graduate Programs 2,750 2,738 2,641 2,628 2,628
Professional Masters (Outreach) 1,993 2,298 2,383 2,558 2,741
Total 4,743 5,036 5,024 5,186 5,369

Traditional Graduate Programs: The enrollments for the University’s traditional graduate programs have
decreased over the four year (Fall 2013-Fall 2016) period with overall headcount decline of 4.4%. These
programs typically use a model where students receive stipends to assist with teaching and research and receive
a waiver of their tuition. These programs are resource intensive, which creates some inherent constraints on
growth. The current forecast reflects those constraints by assuming flat enrollments for Fall 2017 (FY18).

Professional Masters: The University’s professional masters programs have experienced substantial growth from
1,993 students in Fall 2013 (FY14) to 2,558 students in Fall 2016 (FY17), an increase of 28.3%. The current
forecast for FY18 plans a 7.2% growth in students for these programs overall. For a listing of academic programs
by college, reference the Tuition tables in Section 20.3.
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4.1.3 Doctor of Osteopathy (HCOM)

HCOM Headcount
Fall 2013 Fall 2014 Fall 2015 Fall 2016 Fall 2017

Actual Actual Actual Actual Forecast
Athens Campus 539 560 561 553 564
Dublin Campus 0 50 100 152 201
Cleveland Campus 0 0 50 105 156
Total 539 610 711 810 921

HCOM has grown consistently over the four year (Fall 2013-Fall 2016) period from 539 students in Fall 2013
(FY14) to 810 students in Fall 2016 (FY17). This 50.3% growth was driven by a 14 student increase on the Athens
Campus, three cohorts (152 students) on the Dublin Campus, and two cohorts (105 students) on the Cleveland
Campus. For FY18, it is forecasted that total HCOM enrollment will grow by 111 students (13.7% from Fall 2016-
Fall 2017).

4.2 Tuition Rates
The FY18 column represents the tuition and fees, as approved by the Board of Trustees in January 2017. The
FY18* column represents the tuition and fees assumed in the FY18 Budget. The tuition rate tables for FY18
are included in Appendix 20.3.

Continuing Students (Non-Guarantee)

BOT
Approved
Fyi3 Fyi4 Evi5 FY16 Ev17 Fvi8 FY18* FY19*
Tuition 3.5% 1.6% 1.5% 0.0% 0.0% 2.0% 0.0% 0.0%
Non-Resident Surcharge 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Room 3.5% 3.5% 3.5% 3.5% 0.0% 0.0% 0.0% 0.0%
Board 1.5% 0.5% 1.0% 1.0% 0.0% 0.0% 0.0% 0.0%

OHIO Guarantee - Class of 2019

Fyi3 Fyi4 Evi5 FY16 Fy17 Fy18* Fy18* Fyi9*
Tuition 5.1% 0.0% 0.0% 0.0% 0.0%
Non-Resident Surcharge 0.0% 0.0% 0.0% 0.0% 0.0%
Room 5.3% 0.0% 0.0% 0.0% 0.0%
Board 1.5% 0.0% 0.0% 0.0% 0.0%

OHIO Guarantee - Class of 2020

FY13 Eyi4 EY15 FY16 17 Fy18* Fy18* Fyi9* FY20*
Tuition 1.7% 0.0% 0.0% 0.0% 0.0%
Non-Resident Surcharge 5.6% 0.0% 0.0% 0.0% 0.0%
Room 3.5% 0.0% 0.0% 0.0% 0.0%
Board 2.0% 0.0% 0.0% 0.0% 0.0%

OHIO Guarantee - Class of 2021

FY13 Fyi4 FY15 FY16 EY17 FY18* FY18* FY19* FY20* FY21*
Tuition 3.3% 1.3% 0.0% 0.0% 0.0%
Non-Resident Surcharge 0.0% 0.0% 0.0% 0.0% 0.0%
Room 3.5% 3.5% 0.0% 0.0% 0.0%
Board 2.0% 2.0% 0.0% 0.0% 0.0%

Board Approved Tuition Rates:Prior to release of Operating Budget
Non-Guarantee Cap: Current Planning Assumption

4-year rate Guarantee: No fee increases in years 2-4

Guarantee Tuition Cap: Non-Guarantee Cap + 5-year average CPI
*Current Planning Assumptions

Planning Assumption for Future Guarantee Cohorts: Legislative Cap

34|FY18 Budget Book :OHIO UNIVERSITY




4.2.1 OHIO Guarantee

Starting in the Fall of 2015, the OHIO Guarantee set a new standard among Ohio’s public
institutions of higher education by taking the guesswork out of budgeting for college. The
OHIO Guarantee is a precedent setting cohort-based, level-rate tuition, housing, dining,
and fee model that assures students and their families a set of comprehensive rates for
the pursuit of an undergraduate degree at Ohio University. Tuition, housing, dining, and

fee rates established at enrollment remain unchanged for 12 consecutive semesters.

Benefits of the OHIO Guarantee:

e Transparency and predictability in expected costs, helping students and families with budget
planning.

e The OHIO Guarantee provides an incentive for students to remain enrolled and graduate within four
years.

e Renewable merit scholarships better hold their value. Under the OHIO Guarantee, the cost of
attending will remain steady for a student’s four years at the University. The same percentage of
those costs will be met by any renewable scholarship, assuming the student meets the criteria for
scholarship renewal. By contrast, under a traditional tuition model of increasing annual costs, a
smaller percentage of a student’s educational costs would be met each year.

e The University can plan more effectively, allowing for better allocation of resources to serve
students.

Challenges of the OHIO Guarantee:

e Shifts fiscal risk to the University as more than 75% of traditional students are locked in, making it
more difficult for the institution to react to inflationary changes and pressures.

e Makes it difficult to address emerging course costs that may have unique expenses.

e “Allin” tuition and fees may create optic problems for prospective student comparing tuition rates
with competitive schools where additional and variable fee structures are not obvious.
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4.3 Financial Aid

(in millions) FY14 FY15 FY16 FY17 FY17 FY18

Athens Campus Undergraduates Actuals Actuals Actuals Budget Forecast Budget
Gross Tuition Revenue S 2255 S 2307 S 2347 S 2367 S 2358 S 2364
Financial Aid Sources

Operating Funds - Scholarships 30.5 32.0 36.2 41.1 39.8 41.8
Operating Funds - Student Athletes 7.2 7.4 8.5 8.1 8.0 8.3
Grant Funds 2.1 2.3 2.3 1.8 2.0 1.4
Foundation Funds 3.7 4.2 4.8 5.4 5.2 5.8
Subtotal - Financial Aid S 434 S 459 § 518 S 564 S 551 S 573
Net Tution Revenue $ 1820 $ 1848 $ 1830 $ 1803 $ 180.7 S 179.1

Discount Rate 19.3% 19.9% 22.1% 23.8% 23.4% 24.2%
Gross Tuition Includes: UG Instructional, Non-Resident and Program fees.

4.3.1 Signature Awards Program

The University has established the OHIO Signature Award Program, a set of scholarships and grants designed to
optimally balance both support for financial need and recognition of the achievements and contributions of the
Fall 2017 freshman class. Built to honor and assist our students in accordance with the University's twin missions
of excellence and access, the new and expanded program includes generous merit-based scholarships,
supportive need-based grants, and a set of awards unique to the University that blend both merit- and need-
based criteria. The program is modified annually to meet the enrollment goals of the institution.

All first-year students who are new to the Athens campus of the University in Fall 2017 are eligible for
consideration to become an OHIO Signature Scholar. The application for admission serves as the application for
merit-based scholarships.

Fall 2017 first-year students who were admitted by June 1, 2017 will be considered automatically for all
available OHIO Signature Awards. Eligibility is based on the following:

o Academic merit as demonstrated by strength of curriculum and cumulative high school grade point
average, in addition to either the ACT composite or SAT math and critical reading scores from any test
date (writing sub score not included for ACT or SAT). Credentials on file as of January 15, 2017, will be
used for final award determinations.

e Financial need, as determined by the Free Application for Federal Student Aid (FAFSA) results received in
the Office of Student Financial Aid and Scholarships by the first priority date of January 15, 2017.

e Contributions made to the academic, demographic, or geographic diversity of the University community.
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In FY18, the OHIO Signature Awards will include more than $39M in scholarships and grant aid for
undergraduate students. This will be accomplished through an incremental increase of $3.2M in FY18. See
hitp://www.ohio.edu/admissions/signature/index.cfm for details about the awards.

4.3.2 The OHIO Match: Ohio University’s Undergraduate Scholarship Matching Program

The University is committed to making a significant investment to support the University’s core mission of
providing access and opportunity for students seeking a college education. To this end, $25M is being dedicated
to strengthening the University’s endowed scholarship program through The OHIO Match —including the
Undergraduate Scholarship Matching Program and the Targeted Scholarship Matching Program. In order to
maximize the impact of this opportunity, the University will provide $.50 for every dollar committed to eligible
scholarship endowments starting July 1, 2013.

To be eligible for the OHIO Match, scholarship gifts must meet the following criteria:

e Designated for undergraduate students on the Athens Campus

e Based on merit, need or talent, as defined by the University

e Endowed, renewable scholarships

e Designated for University-wide or college-wide use, or designated for one of the existing
targeted — high-merit and/or special population — scholarship programs

Scholarship Matching Program details were determined by the University and are administered by the
Foundation. The program is subject to termination at any time, and funds are available for matching gifts on a
first-come/first-served basis.

During FY17, over 3,500 donors committed nearly $1.5M to OHIO Match endowed scholarships. Since the
inception of the program, $S8.1M in outright gifts and pledges have been committed to the OHIO Match
program, and 138 unique scholarships have been established. These gifts and pledges correspond to a University
match commitment of $4.0M. The University match commitment is funded by the Strategic Opportunity
Reserve, described in detail in Section 10.

Through March 31, 2017, a total of $6.7M has been collected against the $8.1M gifts and pledges. The University
has provided matching funds totaling $3.3M, and the total market value for these endowments including the
University match and accumulated investment income is $11.1M.
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4.4 University Initiatives

4.4.1 OHIO for Ohio

Over the course of the past several years the University, its
Colleges and Academic Units have actively worked to link its
eight campuses with the recently adopted Innovation Strategy in
support of the institutional commitment to Smart Growth. This
approach has helped define OHIO for Ohio:

e OHIO for Ohio envisions a system of physical locations
that build bridges between industry, government and the
University in support of strategic partnerships.

e OHIO for Ohio envisions our campuses as portals for
governmental agencies and industry to access OHIO’s
wealth of subject matter expertise and research
capabilities across ALL disciplines.

e OHIO for Ohio envisions these campuses as platforms
that expedite finding solutions to real world problems
and developing new approaches to deliver education
programs while providing outlets for OHIO’s creativity in
support of our public role and mission.

e OHIO for Ohio envisions a nationally recognized model of
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Cambridge
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mixed use campuses that integrates laboratory and commercial spaces with college classrooms and
clinical facilities, residential living and retail amenities with community-based recreational and cultural

amenities.

The vision for OHIO for Ohio assumes that:

e OHIO University will be viewed more as a system rather than as individual campuses.

e The Athens campus will be the cornerstone of the system, but closely aligned with its regional campus

partners.

e OHIO’s future enroliment growth will come from the extension campuses in urban areas and through

distance learning programs and not the Athens campus.

e The Athens campus future will be directly linked to our ability to leverage OHIO for Ohio to expand the
educational experiences offered to students with an updated business and educational delivery model.

There are a number of advantages to OHIO for Ohio:

e  Promotes new resources to protect and expand the OHIO University brand.

e Provides new alternative pathways for Ohio University students.

e Permits colleges and departments the ability to become more efficient in program delivery.

e Provides colleges and faculty with new avenues to access new partnerships and enhance our tripartite

mission of teaching, research and service.

e Permits statewide access or educational opportunities for both our existing and new students.
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4.4.2 Online Learning Investment

Ohio University remains at a critical point in the evolution of our online learning operations. The online learning
initiative began with the establishment of the Online Learning Task force which includes University Leadership in
the Provost’s Office, Colleges, Budget Office, CIO and SVP for Strategic Enrollment Management. The goal of the
task force is to help develop strategy and prioritize online learning initiatives across the University. Every dean
and department head across the system is looking to generate more revenue through new or expanded online
or blended programs at both the degree completion and graduate/professional level. We now have more than
20 new programs in the queue actively moving toward launch and another 20 program ideas in early stage
conversations. The strategic investment to fill service gaps and expand critical central operations that was
outlined last year is now in flight, and in order to remain competitive and meet the demand for growth carrying
out this investment strategy remains essential.

Scope and Focus of Investment

The investment in online learning, as developed and recommended by the Online Learning Task Force, was
initially $3.6M over the next two fiscal years. However, restructuring and other cost saving measures in the
Office of Instructional Innovation has enabled us to reduce the needed investment by nearly $800,000. There is
an additional strategic reserve of one time funds that is available to help academic units initiate new program
development and launch in the absence of resources. Investments have been and are being made in the
following areas:

Infrastructure and expertise in Online Learning, faculty development and instructional design services
The process for moving a program from idea to delivery is complex and involves engaging a variety of
departments (e.g., alerting enrollment management, registrar, OIT, Instructional Innovation). Quality is
increasingly critical to the viability of online programs in an increasingly competitive market: students
expect personal interaction and proactive engagement is key to retention in online programs; amateur
faculty production of learning environments in an outdated pedagogical model will not meet
expectations; and an increasingly diverse and nontraditional student and environment require faculty to
develop new skill and understanding to design effective courses and engage positively with students. A
highly responsive and high quality student support operation and project management of the entire
process, as well as instructional designers, faculty development specialists, and production service, will
enable us to compete on these dimensions of quality.

OIT to create new services and expand academic technology operations and support

Just as we have facilities operations to build and maintain physical classrooms, we need experts to build
and maintain virtual learning environments. Instructors are hard pressed to maintain the skills they need
to engage with students in these environments, so a training and performance support service is also
needed. Perhaps most crucially, we are underfunded in developing and supporting the technical
environment that is essential to shape the technology rich learning environment, and in capitalizing on
the data and analytics that are made available in this environment to guide student learning and support
decisions.
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Expanded enrollment and marketing capacity and expertise

Enrollment and marketing operations, as currently staffed, lack the capacity and some competencies to
absorb the responsibility to recruit students to online programs. Under the online learning alignment
proposal, this office will need to develop capacity and expertise to recruit students into online
programs. This involves investment across the enrollment funnel, including partnership development,
marketing and communication, recruitment and advising, articulation management, and attendant
administrative support of the operations. Additional capacity has been created by securing four vendor
partners through an RFP process who are assisting with various aspects of digital marketing and
recruitment of online learners.

Student support services

Few student support services on campus have been designed for online students. An effort is underway
to initiate a “digital first” philosophy in the delivery of these services, and to better understand
appropriate differentiation and sustainability of student access to services depending on whether the
student is on campus or online.
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5.1 Gift Commitments

Each year, the University Foundation receives charitable contributions that are designated to support various
colleges, campuses, academic programs, the supporting non-profit, student activities, scholarships, capital
projects and other OHIO initiatives. While some gifts are endowed (permanently restricted), others are available
for immediate use (expendable).

(in millions)

Gift Type FY14 FY15 FY16 FY17* FY18*
Expendable
Unrestricted - current use S 0.2 S 03 S 03 S 0.2 S 0.2
Restricted - current use 17.1 17.2 17.8 6.2 9.8
Subtotal - Expendable 17.3 17.5 18.1 6.4 10.0
Nonexpendable
Restricted - endowed 9.7 13.7 12.7 7.9 10.0
Subtotal - Nonexpendable 9.7 13.7 12.7 7.9 10.0
Total S 27.0 S 31.2 S 30.8 S 143 S 20.0

*projected

Based on an analysis of historic giving patterns, and considering current Advancement staffing levels, we are
projecting to receive $20.0M in total gifts during FY18 (inclusive of Expendable and Nonexpendable gifts).

Expendable gifts — Expendable gifts are contributions for which the University can spend the corpus, or gift
amount, to fund operations in accordance with the donor designation. These include unrestricted contributions
(50.2M), which may be used for any purpose that supports the University, as well as restricted contributions
(59.8M), which have been designated by the donor to support a specific purpose. Restricted expendable gifts
may be designated for scholarships, faculty support, the construction or renovation of a particular facility, or the
support of a particular college or program.

Nonexpendable gifts — Non-Expendable gifts are contributions for which the University may not spend the
corpus which must be endowed in perpetuity and invested in the long-term investment portfolio; but for which
we may spend the distributions against the corpus in accordance with the BOT approved spending policy (see
Section 6). These contributions are included in the FY18 budget at $10.0M and shown as growth in our
Endowment column (part of non-operating budget). The associated annual endowment distribution will be
spent in accordance with the donor specifications, which may include unrestricted purposes, or specific support
for activities such as faculty chairs and professorships, scholarships and fellowships, or support of specific
colleges or programs.

Pledges and Bequests Receivable

Unconditional promises to give are recorded as gift revenue and pledges receivable in the year that the
commitment is made. Bequests are recorded as gift revenue and bequests receivable in the year that the
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Foundation learns that the donor has passed away and the gift is collectible. The following chart depicts the
pledges and bequests receivable balance for FY14 to FY18. The forecasted decrease reflects an overall decline in
new gift revenue and indicates that the collection of existing pledge payments is significantly outpacing their

replacement with new pledge commitments.
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6 Foundation, Endowment & Investment Returns

6.1 Long-Term Investment Pool

Pursuant to resolution 2002-1851, the University’s Board of Trustees entrusted oversight of the long-term
investment portfolio to the Investment Sub-Committee (ISC) of the Foundation. The long-term investment
portfolio is comprised of the University’s and the Foundation’s endowments and quasi-endowments, as well as a
portion of the University’s and the Foundation’s working capital.

The Foundation has engaged Hirtle, Callaghan & Co. (HC) to manage the long-term investment portfolio. HC
reports to the ISC.

Investment Pool Activity through March 31, 2017

Fy14 FY15 FY16 FY17*
Beginning investment pool market value $ 522.6 $ 632.5 $ 625.5 $ 596.3
Cash transferred to (from) investment pool 22.0 - (9.7) 4.1)
Interest and dividends net of management fee 10.8 10.2 10.9 6.2
Realized gains (losses) 30.5 58.4 10.2 (4.0
Unrealized gains (losses) 46.6 (75.6) (40.6) 54.9
Ending investment pool market value $ 632.5 $ 625.5 $ 596.3 $ 649.3

* Unaudited

Investment Pool Composition as of March 31, 2017*

Foundation University Total
Endowments $ 298.0 65.3% $ 339 17.6% $ 3319 51.1%
Quasi-endowments 136.4 29.9% 515 26.7% 1879 28.9%
Working capital 224 4.9% 110.6 57.3% 133.0 20.5%
Cash due (to) from pool (0.4) -0.1% (3.1) -1.6% (3.5) -0.5%
Total investment pool $ 456.4 100.0% $ 192.9 100.0% $ 649.3 100.0%

*Unaudited

6.1.1 Endowment Activity

Endowment includes those contributions which were endowed in perpetuity by the donor and which the
University may spend only through annual distributions. Quasi-endowments are funds that the Foundation or
the University have set aside to function like endowed funds.
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Endowment Activity through June 30, 2018

Fy14 FY15 FY16 Fy17* FY18*
Beginning endowment market value $446.7 $515.9 $507.0 $481.8 $530.0
New gifts to endowments 1.4 13.1 14.7 12.3 10.0
Transfers to (from) quasi endowments 3.4 7.2 1.9 8.3 14.9
Investment income net of fees 74.3 (5.9 (15.7) 54.3 31.6
Spending allocation (13.7) (15.3) (17.6) (18.1) (18.8)
Administrative fee (6.4) (7.3) (8.5) (8.7) 9.2)
Other additions (withdrawals) 0.2 (0.7) - 0.1 -
Ending endowment market value $515.9 $507.0 $481.8 $530.0 $558.5
*Projected utilizing March 2017 year to date return
6.1.2 Endowment Investment Composition

Endowment Composition as of March 31, 2017*
Foundation University Total

Pooled endowments § 298.0 68.6% $ 339 39.7% $ 3319 63.9%
Pooled quasi-endowments 136.4 31.4% 51.5 60.3% 1879 36.1%
Non-pooled endowments 0.1 0.0% - 0.0% 0.1 0.0%
Non-pooled guasi-endowments 0.1 0.0% - 0.0% 0.1 0.0%
Total endowments $ 4346 100.0% $ 85.4 100.0% $ 520.0 100.0%

* Unaudited utilizing March 2017 year to date return

6.2 Endowment Distributions

Endowment earnings are authorized for expenditure in accordance with the spending policy adopted by the
Foundation. The spending policy and spending rate are reviewed annually and adjusted, as necessary, with the
primary objective of balancing the need for current spending with the goal of supporting future expenditures

into perpetuity.

Currently, the annual endowment distribution is equal to the product of a 6% spending rate and the
endowment's average market value for the trailing 36 months. Both true and quasi-endowments are subject to
this spending policy. The 6% spending rate is comprised of a 4% spending allocation and a 2% administrative fee.
The spending allocation supports various initiatives, as specified in the gift agreement. This includes, but is not
limited to, scholarships and fellowships, chairs and professorships, research activities, and general support of
academic units. The administrative fee provides general support for the institution's fundraising, alumni

relations, and fund administration functions.




6.2.1 Endowment Spending Rates

Spending Administrative Policy

Allocation Fee Spending Rate
Fiscal Years 2009, 2010, 2011 and 2012 4.0% 1.0% 5.0%
Fiscal Years 2013, 2014, 2015, 2016, 2017 and 2018 4.0% 2.0% 6.0%

These spending allocation and administrative fee rates apply to accounts whose market value exceeds the
historic gift value. Occasionally, due to a downturn in the investment market, an account’s market value may
temporarily fall below its historic value. When this occurs, the endowed account is “underwater.” The spending
rate for underwater endowments is 1%. Underwater endowments are not assessed an administrative fee.

6.2.2 Endowment Distributions by Fiscal Year (in millions)

The following chart depicts endowment distributions over the past decade. Since FYQ09, the steady increase in
endowment distributions has been driven by strong investment returns, the creation of new endowments, and
the increase in the administrative fee from 1% to 2%.
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Endowment Distribution by Planning Unit and Purpose

FY18 Endowment Spending Allocation by Purpose and Planning Unit

Academic/ Student General
Planning Unit Instruction Research Aid Institution Total

Arts and Sciences § 227,905 $ 2718 § 540,023 $ 478858 $ 1,249,504
Athletics 3,309 690 156,608 6,501 167,108
Business 32,990 - 627,564 259,146 919,700
Central Pool - - - 430,315 430,315
College of Medicine 91,597 - 383,033 275,850 750,480
Communication 192,660 2,414 764,915 272,340 1,232,329
Education 121,177 1,008 146,855 103,964 373,003
E-Learning - - - - -

Engineering 587,678 4,832,111 468,685 734,937 6,623,410
Fine Arts 7,053 4176 192,067 193,984 397,280
Health Sciences 11,026 - 102,002 41,736 154,765
Honors Tutorial College 1,342 - 1,035,156 59,977 1,096,475
Information Technology - - - - -

Library 224,531 - 107,474 60,278 392,283
Office of Global Affairs and International Studies 196,848 - 35,403 12,266 244 516
President - - - 26,854 26,854
Provost 117,402 2,003 1,483,085 712,758 2,315,248
Regional Campuses 22,589 - 334,755 129,431 486,775
University College - - 12,918 9,564 22,482
Voinovich 5,369 - 12,080 1,982 19,432
VP Finance & Administration 1,837 - 1,806 - 3,644
VP of Advancement 10,970 2,297 97,238 9,795 120,300
VP of Research 40,138 - 60,243 1,578,483 1,678,864
VP of Student Affairs 5,395 - 81,749 15,537 102,681
Total § 1,001,817 $ 4,847,506 $ 6643650 § 5414556 § 18,807,537

6.2.3 NACUBO-Commonfund Study of Endowments
Annually, OHIO participates in the NACUBO-Commonfund Study of Endowments (NCSE), a survey that analyzes
the endowment management practices and portfolio performance of more than eight hundred higher education

institutions and their related foundations. The following charts provide information about the relative

performance of OHIO’s endowment assets.

Final results for the year ending June 30, 2016 were made available in late January 2017. For the one-, three-,

five-, and ten-year periods ending June 30, 2016, OHIQ’s portfolio lagged the NCSE average.
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Performance vs. Peer Institutions for Period ended June 30, 2016
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Performance vs. Policy Benchmark for Period ended December 31, 2016

9% 8.3%
8%
7%
6%
5%
4%
3%
2%
1%
0%

77% 759

7.6%

7.1%

6.8%

32%

HC ITD Five-Year Three-Year One-Year
m OHIO Return m Policy Diversified Benchmark

48| FY18 Budget Book

g OHIO UNIVERSITY



7 Treasury and Debt Management

7.1

Current Debt, Debt Structure and Interest Expense

The University strategically issues debt to finance our facility and infrastructure investments. As of June 30, 2017
the University and Ohio University Foundation will have $626.4M of outstanding debt. In April 2016, Housing for
Ohio purchased the University’s land beneath the Courtyard Apartments, which was financed with the Housing
for Ohio Bonds. Housing for Ohio sold the Courtyard package on December 22, 2016, and the Housing for Ohio
Bonds were defeased on February 1, 2017.

The majority of our long term debt is issued in the form of tax-exempt bonds which are repayable over the term
with annual principal and interest payments. On November 6, 2014, the University issued $250.0M taxable
Century Bonds with annual interest payments and a principal bullet maturity in 2114. On March 1, 2017, the
University issued $156.2M tax-exempt bonds to refund Series 2006A&B, advance refund Series 2008A, and
$125.0M new money for capital projects. The Series 2017A bonds have bullet maturities beginning in fiscal year
2045 through fiscal year 2048 related to the new money and amortized maturities matching the original

maturities for the refunded bonds.

The following schedules detail our current outstanding debt and debt service as of June 30, 2017:

OHIO UNIVERSITY DEBT PORTFOLIO AS OF JUNE 30, 2017

Series Tax Status Coupon Type Outstanding Par Next Call Date Final Maturity Use of Proceeds
OHIO UNIVERSITY - GENERAL RECEIPTS DEBT
Series 2008A Tax-Exempt Fixed Rate 300,000 Non-Callable 12/1/2017 Capital Projects
Series 2009 Tax-Exempt Fixed Rate 9,190,000 Non-Callable 12/1/2019 Capital Projects
Series 2012 Tax-Exempt Fixed Rate 59,025,000 6/1/2022 12/1/2042 Capital Projects; Refunding (2003/2004)
QAQDA - Series 2012A Tax-Exempt Fixed Rate 12,761,483 Non-Callable 12/1/2022 Capital Projects
QAQDA - Series 2012B Taxable Fixed Rate 8,500,000 Non-Callable 12/1/2027 Capital Projects
Series 2013 Tax-Exempt Fixed Rate 128,650,000 12/1/2022 12/1/2043 Capital Projects; Refunding (2001/2004)
Series 2014 Taxable Fixed Rate 250,000,000 Make Whole Call 12/1/2114 Capital Projects
Series 2017A Tax-Exempt Fixed Rate 156,150,000 6/1/2027 12/1/2047 Capital Projects; Refunding (2006AB/2008A)
OHIO UNIVERSITY NOTES
Ohio University Inn (Term Loan) Tax-Exempt Fixed Rate 1,450,000 N/A 6/15/2021 Capital Projects
OHIO UNIVERSITY CAPITAL LEASE OBLIGATIONS
Capital Leases Tax-Exempt Fixed Rate 392,530 N/A FY 2021 Capital Projects
TOTAL 626,419,013
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The University’s debt portfolio is currently 100% fixed (interest rates are fixed at the point of issuance for
defined periods versus variable which fluctuates against interest rate indices). The University’s cost of borrowing
is determined by both market factors and the University’s bond rating. The University’s ratings were affirmed in
January 2017 by Moody’s (Aa3/stable) and S&P (A+/stable). These ratings are reassessed annually by S&P and at
a minimum prior to each new issuance by Moody’s.

Bond ratings include analysis of quantitative factors (strength of balance sheet, debt service as a percent of
operations, net revenue position, revenue diversification and dependencies, fundraising success) and qualitative
factors (student applications, selectivity, retention, tenure and stability of leadership). In November 2015,
Moody’s updated its rating methodology which consolidates the US and non-US higher education
methodologies into a single rating and includes a revised version of the Moody’s scorecard. A major change in
this revised methodology is a shift in how Moody’s measures an institution’s financial reserves. Adjustments
were made to certain ratio calculations to ensure global comparability, including moving to cash-based wealth
metrics from net asset-based measures. This means it effectively eliminates the impact of GASB 68 from the
metric. In January 2016, S&P updated its rating methodology. The S&P framework is more complex than the
Moody’s scorecard but is intended to similarly provide further transparency into the rating approach. The
framework is largely quantitative and looks at a university from two primary perspectives: Enterprise Profile
and Financial Profile. S&P reviews a variety of quantitative measures within each of these categories and
creates a weighted score for each of the two profiles; the combination of these two scores then maps to an
overall rating score. The University was rated under the new methodologies in January 2017.
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The following table and graph provide a summary of fiscal year 2006 to 2017 debt issuances and uses:

iginal Par FY New

Series Use of Proceeds

(%, in Millions) Issued Maney

New Money ($9.9 million of Proceeds): To acquire, renovate and furnish the HDL Center.

Refunding ($5.6 million of Proceeds): Proceeds were used to refund Series 2008 Bond Anticpation Notes.

2009 266 2009 100% New Money ($27.2 million of Proceeds: To purchase and implement a new 515 and to upgrade existing information technology network infrastructure.

New Money ($50.6 million of Proceeds): To develop an extension campus in Columbus, OH, including the expansion of the Heritage College of Osetopathic Medicine, for
renovations to multiple acade mic facilities, for infrastructure improvements including chilled water expansion, and for addtional upgrades to existing IT network.
Refunding ($32.3 million of Proceeds): Proceeds were used to refund portions of the 2005 and 2004 Bonds. The 2003 Bonds were orginally issued to refund 2003 Bond
Anticipation Notes (BANs) and 1993 Bonds. The 2003 BANs were used to construct the Unive rsity Ce nter, Avonics Engineering Center, a lecture hall and the Picke rington
Center. The 1993 Bonds were used to construct the Charles ). PingStudent Recreation Center and refund the 1972, 1977 and 1978 Bonds. The 2004 Bonds were issued to
construct the University Center, purchase an aircraft, update two energy systems and construct the Lausche Heating Plant.

2012 &/B 286 2013 100% New Money ($28.6 million of Proceeds): To finance the costs of air quality facilities in order to promote purposes of ORC, Chapter 3706.

New Money ($123.3 million of Proceeds): To develop an extension campus in Columbus, OH, including the expansion of the Heritage College of Osstopathic Medicine, for
renovations to multiple acade mic buidings, for construction of a new Indoor Multi-Purpose Facility, and to complete the Housing Development Phase .

Refunding ($37.9 million of Proceeds): Proceeds were used to refund the 2001 Bonds and remaining 2004 Bonds. The 2001 Bonds were used to construct an Innovation
Center, construct an HR and training center on West Union Street, acquire the Athena Theater, renovate Peden Stadium, purchase an aircraft, construct a new airport
term nal, upgrade infrastructure and renovate or construct multiple acedem i and housing facilities. The 2004 Bonds were issued to construct the Unive rsity Center,
purchase an aircraft, update two energy systems and construct the Lausche Heating Plant.

New Money (5250 million of Proceeds): To pay a portion of the costs of new construction and upgrades of University's capital facilities, including capital expendiures for

deferred maintenance and energy infrastructure projects.
New Money ($125.8 million of Proceeds): To pay a portion of the costs of new construction and upgrade s to academic buildings, student housing and student dining
facilties, including, but not limited to, the McCracken Hallrenovation and addition, Grover Center expansion, Alden Library renovation, Clippinger Renovation Phase |,
Engineering Research/Consolidation and expansion, Facilities/ RMS/Adm histrative relocation, HCOM Athens, Ellis Hall upgrades, Tanaka Hall, Luchs Hall, Sowle Hall, Carr
Hall and Jefferson Hall, Jefferson Dining Hall, Shively Dining Hall, and Nelson Dining Hall.
Refunding (541.2 million of Proceeds): Proceeds were used to current refund remaining 20064 and 20068 Bonds and advance refund a portion of 20084 Bonds. The
2017A 156.2 2017  75% 2006A Bondswere used to advance refund Series 1999 Bonds. The 1999 Bonds were used to modemize the air conditioning system on the Athens Cam pus, make
improvements to recreationalfacilties, expand a child care center, renovate and expand the Grover Center, support construction on regional campuses, contruct the
West State Street Laboratory Facilty and renovate The Ridges Conference Center. The 20068 Bonds were used to construct a new residence hall, develop a Student
Information System (S15), provide audio visual equipment for the University Center, update energy control systems and finance the design costs for a new College of
Comm unications Building and Integrated Learning and Research Center. The 2008A Bonds were used to acquire, renovate and furnish the HDL Center and refund Series
2008 Bond Anticination Notes.

700
Long-Term Debt Outstandin FY17: $156.2 MM
3 : : Lo |

FY13 TOTAL: $173.8 MM
July 2012: 528.6 MM
400 May 2013:  $145.2 MM

Existing
Debt FY09: SZB & MM FY12:576.5 MM

Through 2008 2010 2013 2014 2015 2016 2017
(1) All proceeds include cost of isuance and unda'wrrters discourt.

2008 A/B 154 2009 64%

2012 765 2012 61%

2013 145.2 2013 76%

2014 250.0 2015 100%
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The University’s updated Comprehensive Master Plan, integrating current Academic unit strategic and financial
planning as well as cash forecasting and liquidity analyses, was approved by the BOT in March 2016. In
conjunction with the Deferred Maintenance/Century Bond Strategy approved by the BOT, this informed
revisions and refinement to our 6-year CIP.

In August 2016, the Board of Trustees (BOT) authorized the University to proceed with its FY17-FY22 Six Year
Capital Improvement Plan (CIP) which included $325.0M of additional long-term debt to be issued over the six-
year horizon (2017 to 2022). On March 1, 2017, the University issued $156.2M of tax-exempt bonds which
included $125.0M of new money anticipated in the $325.0M of additional long-term debt to be issued. The
FY19-FY24 Six Year CIP will be presented to the BOT at the June 2017 meeting.




Utilizing the expected cash flows and debt needs identified in the FY17-FY22 Six Year CIP, the University would
anticipate issuing additional debt of $200.0M in FY19 and FY21 in the amounts below:

OHIO UNIVERSITY CAPITAL IMPROVEMENT PLAN FY 2015 - FY 2021

Fiscal Year 2015 2016 2017 2018 2019 2020 2021 Total CIP

Debt Issuance ' $ 250,000,000 - $ 125,000,000 - $ 125,000,000 - $ 75,000,000 | $ 575,000,000

Assuming debt is issued per this schedule, the University’s total debt outstanding would peak at $760.9M in
FY21. While the University’s peak outstanding debt is higher than rating medians, it should be considered in the
context of the size of its operations and financial reserves.

Annual Pro forma Debt
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Debt service to operations, which measures annual debt service (the sum of the annual principal and interest
expenses payable for existing outstanding debt) as compared with the university operating budget, is the metric
used to measure the impact of an institution’s debt burden on operating expenses. The lower the percentage,
the greater the institution’s financial strength.
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The following chart depicts the anticipated debt service to operations ratios with our current assumptions on
additional borrowing through FY24. FY17 is calculated using projected actual results. Debt service to operations

is projected to peak at 6.8% in FY19. This is above the Aa3 public-institution median of 4.5%, but well below the
Aa3 max value of 12.1%.

Debt Service to Operations
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7.2 Internal Bank

The Treasury Management Office began developing and implementing an Internal Bank structure in fiscal year
2015 utilizing the University’s cash and investments per the graph below.

Cash and Investments

Projected
As of
June 30, 2017

$183.4M Working Capital
(Tier 1, 2 & 3 Investments)

$31.0M Strategic Investment Pool The Internal Bank was capitalized with the University’s working capital
component of its net assets (blue).
(included in working capital)

Tier 4-Diversified Pool (operating

$115.3M
reserve) & Student Investment
Pool ($6.7M)
$52.4M
Quasi Endowment
The University’s net assets related to its endowment are denoted in gray.
$34.6M
$218.5M
The University’s net assets related to the Century Bond bank are denoted in
green.
$7.1M

Debt Reserve

The Internal Bank structure currently has two distinct banks or funding models as follows:

1) Internal Bank model: funded with working capital reserves, operating surpluses, tax exempt bond
proceeds, internal loan repayments, and investment earnings;

2) Century Bond Bank model: funded with Century Bond proceeds, investment earnings, and internal loan
repayments.

The Internal Bank funding model takes a more sophisticated approach to managing University resources and
debt portfolio than the University has utilized in the past. First, it decouples the University’s external and
internal debt portfolios so that the interest rates paid by internal units are no longer dependent on market
conditions at time of issuance. Instead, the University sets the interest rate based on the blended average cost
of the institution’s overall debt portfolio which makes the interest paid on debt equitable across the University.
Additionally, the model creates predictability in capital costs and working capital returns for budgeting and
forecasting. Ultimately funds may be recycled internally to reduce the amount of future debt needs.
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Below are the forecasted June 30, 2017 working capital (blue), and Century Bond pool (green) balances which
will be discussed further in the Internal Bank and Century Bond Bank model sections:

Short-Term Working Capital Century Bond Short-Term Century Bond Long-Term
$214.4M $56.4M $162.1M

Tiers1,2&3 Century Bond Short-Term Pool Century Bond Long-Term Pool

Debt Service Reserve Century Bond Internal Loan Pool
$7.1M $0

$3.3M CB Reserve Conservative Pool; Century Bond Long-Term Pool
$3.8M LT Endowment Pool

7.2.1 Internal Bank Model

The Internal Bank’s primary use of funds will be for the University’s Capital Improvement Plan (CIP) with the
exception of deferred maintenance and energy infrastructure projects which will be funded primarily from the
Century Bond bank. The Internal Bank model inflows consist of working capital reserves, operating surpluses, tax

exempt bond proceeds, internal loan principal and interest repayments, and investment earnings. The outflows
consist of external debt service payments, internal loans issued, use of reserves, and the University’s Strategic
Opportunity Reserve.

The University’s working capital cash and investment balances approximated $281.2M as of June 30, 2016 and
are forecasted at a higher balance of $329.7M at June 30, 2017 (see blue above). The higher balance is
primarily due to the Series 2017A issuance which allowed for refunding of prior capital expenditures in the
amount of $49.5M.

In December 2014, Capital Cities was engaged to provide short-term investment advisory services for the
working capital investments of both the University and Foundation. At the October 2015 Board of Trustees
meeting, the updated Cash and Pooled Investments (Non-Endowment Funds) Investment Policy Statement
(“IPS”) and new tiered investment structure were approved. The IPS governs the University’s operating
funds/working capital.

Pursuant to a detailed review of the University’s cash flow needs, risk tolerance, return objectives, and
investment environment among other considerations, the new investment structure was developed and
includes four liquidity tiers as follows:

e Tier 1: Assets provide for short-term (less than one year) cash flow needs.
e Tier 2: Assets serve as the Contingency Account (reserves to replenish Tier | if necessary)
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e Tier 3: Assets are comprised of the residual balance of the Non-Endowment Funds after both Tier I and Il
cash targets have been met. Tier lll (and IV if necessary) provides Tiers | & Il with emergency liquidity
while also seeking to maximize risk-adjusted returns.

e Tier 4: Assets are comprised of the diversified pool, which is a unitized portion of the University’s Long-
Term Endowment Investment Pool, and the Ohio University Student Investment Program funds.
Management of the assets in this tier has been delegated by the University to The Ohio University
Foundation.

The Internal Bank utilizes the Tier 1, 2 & 3 assets. Tier 4 includes the long-term working capital funds that are set
aside as an operating reserve. The graph below includes investment income on Tier 4 investments in the
amount of $6.7M.

The Internal Bank FY18 inflows and outflows are budgeted as follows:

$52.0M of $183.4Mis committed
againstexistinginternalloans on
CIGEICERIGI capital projects.
$183.4M
Excludes Strategic
Investment

Internal Loan P&l $39.1M

State Cap Approp $2.0M

Internal

Invest earnings $5.5M* Other*** $0.0M

Unexpended PY Bond Transfers to Ops $XM

Internal Bank
PY Bond Funded CIP $31.0M

$197.6M
(includes
Total Inflows Total Outflows commitments of

$119.3M $105.1M $52.0M)

*Investmentincome includes Tier4 and is net of $4.5Mfor Strategic
Investment. Total Tier 4 earnings is $6.7M.

**Represents funding/intemal loans issuedwhich differ from CIP spend dueto
timing.

***Other includes costof issuance, advisory services, net of tax rebate income

The Internal Bank funds capital projects in advance but will be reimbursed in part by future debt issuances. The
inflows above include $72.7M of unspent Series 2017 capital project funds and the outflows include $44.0M of
projected spend against the Series 2017 project funds.

7.2.2 Century Bond Bank Model
The Century Bond Bank was created to fund energy infrastructure projects and deferred maintenance projects in
order to reduce the deferred maintenance backlog and establish a framework to move to a funded depreciation
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model and continuously manage deferred maintenance needs over the next century. Proceeds of the bonds will
be used to make a series of internal loans for the Energy Infrastructure Projects (approx. $79.0M) and deferred
maintenance projects (approx. $160.0M in $10.0M annual tranches). As a note, the original project budget for
Lausche was $90.0M but the revised EIP project budget is $79.0M. At the May 2016 Century Bond Advisory
Committee meeting, the Committee discussed a proposal to repurpose the $11.0M excess to close the funding
gap for Phase | of the Clippinger Strategy. The Committee supported the recommendation of this funding
strategy and it was approved by the University Board of Trustees in June 2016.

The Century Bond bank inflows consist of Century Bond proceeds, investment earnings, and repayment of
internal loan principal and interest. The outflows consist of external debt service and internal loans issued.

Of the $247.3M net proceeds (net of $2.2M discount and $0.5M issuance costs), the University invested $97.3M
in highly liquid, safe investments. As of June 30, 2017 the balance is projected at $56.4M and is invested in
short-term bond funds. The remaining $150.0M is managed by the Foundation Investments Committee. Hirtle &
Callaghan, the Foundation’s Chief Investment Officer, has worked with the University to put together guidelines
related to the investment of the $150.0M. In addition to the $247.3M net proceeds, the University set aside
$7M from working capital to establish a debt reserve fund. The debt reserve fund is invested 50% in a
conservative portfolio and 50% in the University’s long-term portfolio so that it may be ultimately used to repay
the total outstanding principal in one hundred years. Rebalancing between the portfolios will occur over time in
order to protect the principal needed to repay the full principal amount and one year’s interest at maturity. This
was structured in conformance with the Guiding Principles approved by the BOT.
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The Century Bond Bank FY18 inflows and outflows are budgeted as follows:

$77.9M ofthe $218.5Mis committed
against existinginternal loans.
Internalloans issued as of July 1,
Century Bond 2017 are $120M comparedto $42.1M
$218.5M of actual projectspend.

Energy Infrastructure
Taxable Proceeds $0.0 Internal Loans $0.0M*

Deferred Maintenance
Internal Loan P&I $11.5M Internal Loans $10.0M*

Century Bond

External debt service
Investment earnings $10.6M $14.0M

Century Bond

Total Inflows $22.1M Total Outflows $24.0M SALEEL
(includes
commitments of
*Represents funding/internal loans which differsfrom CIP spend due to $77.9M)
timing.

7.3 Internal Loans

Internal loans may be approved for major equipment purchases, remodeling or new construction projects and
other approved uses. The Treasury Office has developed internal loan guidelines that define appropriate loan
usage, terms, interest rates, and structure. Internal loans are issued according to these guidelines and are
administered by Treasury Management.

7.3.1 Internal Bank Loans

The interest rate charged on internal loans was based on the blended cost of capital, including administrative
and operating fees. The rate is variable over the life of the loan but will be predetermined and fixed on the first
day of each calendar year (January) for the following fiscal year (July 1 to June 30).

The remaining balances of the loans issued prior to the internal bank implementation were re-amortized using
the blended variable rate, and the impact on principal and interest repayments in aggregate is minimal.
However, the impact on certain departments is more significant in some cases so internal loans have been
restructured on a case by case basis to date. Most of the Series 2013 bond loans were restructured. Since not all
of the existing loans have been restructured, the loans are currently separated into three categories: 1) Working
Capital Loans; 2) Bond Proceeds Loans; 3) Restructured and New Loans.
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Principal and interest payments on internal loans will be recorded at least quarterly and funded in the following
manner:

1. Loans made directly to Planning Units. These include loans to Auxiliaries and units with direct external
revenues and specific expansion programs (i.e., HCOM Dublin, HCOM Cleveland). Principal and interest
payments on these loans are made from Planning Unit operating budgets as an operating expense.

2. Loans for execution against University CIP which do not fit into Category #1 above are paid by Central
Budgeting through recovery of depreciation costs from the RCM units directly attributed to their
facilities. Any shortfall is allocated across Planning Units via step down in the RCM model.

Following is a roll forward of existing, restructured, and new (based on active projects) loans from July 1, 2017 to
June 30, 2018:
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Ohio University
Internal Loans

Working Capital Loans Interest Date of 7/1/2017 FY18 FY18 6/30/2018
Department Name Name of Account/Project Original Loan Rate Loan Ends Loan Balance Principal Interest Loan Balance
Internal Loans:
Airport Airport T Hangars 300,000 5.50 11/19/01 2018 19,212 19,212 387 -
WOouB Broadband Tower - Cambridge 595,200 5.50 05/31/03 2026 348,155 348,155 18,381 -
Engineering Student Training 7 Piper Warriors 1,134,000 5.50 01/12/05 2020 296,576 96,397 13,908 200,179
Central Pool WOUB Tower Lease Revenue 572,984 5.50 06/30/10 2020 205,088 64,737 11,280 140,351
International Studies Tun Abdul Razak Maplewood Res 44,317 5.50 03/01/11 2021 20,609 4,746 1,133 15,863
Total 889,639 533,247 45,090 356,392
Bond Proceeds Loans Date of 7/1/2017 FY18 FY18 6/30/2018 Department
Department Name Name of Account/Project Original Loan Bond Series Interest Rate Loan Ends Loan Balance Principal Interest Loan Balance Totals
Airport Airport Terminal $ 740,000 _Series 2001 Variable 2027 $ 565,000 § 50,000 §$ 24,758 § 515,000 $ 515,000
Arts and Sciences W State St Lab- A &S 372,123 Series 2006A 3.5% t0 5% 2025 269,341 28,465 12,056 240,876 240,876
Athletics Track & Turf Fields 2,089,099 Series 2006A 3.5%to5% 2025 1,512,081 159,805 67,683 1,352,276 1,352,276
Campus Recreation Ping Rec Ctr 9,220,000  Series 2003 5% t0 5.25% 2019 3,385,000 1,650,000 128,000 1,735,000
Recreation Facility 1,547,481 Series 2006A 3.5% t0 5% 2025 1,120,060 118,374 50,135 1,001,686 2,736,686
Central Pool Athena Theatre 1,645,000 Series 2001 Variable 2027 1,250,000 105,000 54,915 1,145,000
Child Care Center - LL Inc. 1,740,916  Series 2006A 3.5% to0 5% 2025 1,260,067 133,171 56,402 1,126,896
Child Care Center - VPFA 154,748  Series 2006A 3.5% t0 5% 2025 112,006 11,837 5014 100,169
King Air 350 1,880,000 Series 2004 2% t0 5% 2020 885,000 280,000 37,250 605,000
Network Infrastructure-Phase Il 6,860,000 Series 2012 2% t0 5% 2023 4,390,000 665,000 152,106 3,725,000
Network Upgrade 6,185,000  Series 2009 2% t0 5% 2020 2,895,000 915,000 121,875 1,980,000
Student Info Sys (SIS) 15,465,000  Series 2006A 3.5% to 5% 2020 6,735,000 2,435,000 274,225 4,300,000
College of Communication Phase 2 10,830,000 Series 2013 2% t0 5% 2044 10,270,000 205,000 477,125 10,065,000
Schoonover Project 16,486,131 Series 2012 2% t0 5% 2043 15,256,861 338,629 661,637 14,918,232
Lindley Hall Upfit 2,255,000 Series 2013 2% t0 5% 2044 2,140,000 45,000 99,375 2,095,000
Safety Projects 935,000  Series 2012 2% t0 5% 2043 865,000 20,000 37,231 845,000
Six-Year CIP Planning Fund 24,115 Series 2012 2% t0 5% 2043 22,062 513 945 21,549
Tupper Hall Upfit 6,320,000 Series 2013 2% t0 5% 2044 5,990,000 120,000 278,200 5,870,000
WUSOC Legal Services Relocation 200,390 Series 2012 2% t0 5% 2043 185,388 4,286 7,979 181,101
31 South Court Street Relocations 3,586,404  Series 2012 2% t0 5% 2043 3,317,903 76,715 142,809 3,241,188
Bromley Academic Relocations 1,715,351 Series 2012 2% t0 5% 2043 1,586,929 36,692 68,304 1,550,237
Chilled Water Loop 8,665,893  Series 2006A 3.5%to 5% 2025 6,272,336 662,896 280,758 5,609,440
Chilled Water Project 5,605,000 Series 2012 2% t0 5% 2043 5,190,000 115,000 226,506 5,075,000
Confr Ctr the Ridges 2,644,069  Series 2006A 3.5% t0 5% 2025 1,913,766 202,258 85,663 1,711,508
Ohio Air Quality Develop Auth(2012A) 19,568,654  Series 2012A 2% t0 5% 2024 12,761,483 1,778,624 212,512 10,982,859
Ohio Air Quality Develop Auth(20128B) 8,500,000 Series 20128 2% t0 5% 2028 8,500,000 - 314,500 8,500,000
Stores/Receiving Demo 255,334 Series 2006A 3.5% t0 5% 2025 184,810 19,532 8,272 165,278
Track & Turf Fields - VPF&A 96,718  Series 2006A 3.5% to 5% 2025 70,004 7,398 3,133 62,605
HDL Ctr Purchase Non-Tax (2008A) 7,825,000  Series 2008A 4.17% t0 5% 2034 7,540,000 300,000 352,510 7,240,000
Innov Ctr 1 (Finance) 1,179,049  Series 2001 Variable 2027 900,462 77,056 37,024 823,407
Motor Pool Facility 330,240  Series 2001 Variable 2027 250,240 20,000 11,008 230,240
W State St Lab - Jepson 521,181  Series 2006A 3.5% to0 5% 2025 377,229 39,868 16,885 337,361
W State St Lab - LL Income 2,418,381 Series 2006A 3.5% t05% 2025 1,750,414 184,994 78,351 1,565,420
WUSOC Southeast Wing Demolition 42,482 Series 2012 2% t0 5% 2043 39,301 909 1,692 38,393 94,110,884
College of Medicine Columbus Campus Project 11,149,843  Series 2012 2% t0 5% 2043 10,323,101 227,168 447,469 10,095,933
OUHCOM - Dublin (Columbus) 8,845,000 Series 2013 2% t0 5% 2044 8,385,000 165,000 389,675 8,220,000 18,315,933
Engineering Avionics Ctr 641,661 Series 2001 Variable 2019 234,120 112,724 8,888 121,395
Ei 98,339 Series 2003 5% t0 5.25% 2019 35,880 17,276 1,362 18,605 140,000
Housing S. Grn Resi Hall (new) 19,460,000 _Series 20068 3.75% t05% 2037 17,480,000 550,000 803,294 16,930,000 16,930,000
Lancaster Pickerington Center 2,240,000 Series 2003 5% t05.25% 2024 1,565,000 190,000 76,425 1,375,000 1,375,000
Transportation & Parking Baker Univ Center-Parking Garage 1,255,772  Series 2004 2% t0 5% 2032 1,079,270 49,885 50,115 1,029,385 1,029,385
VP of Research Innov Ctr 1 (Research) 810,111 Series 2001 Variable 2027 618,698 52,944 25,438 565,753 565,753
VP of Student Affairs Baker University Center 36,904,228 Series 2004 2% t0 5% 2032 31,715,730 1,465,115 1,471,885 30,250,615 30,250,615
Total 229,308,711 181,199,541 13,637,133 7,661,392 167,562,408 167,562,408
Restructured & New Internal Loans Date of 7/1/2017 FY18 FY18 6/30/2018 Department
Department Name Name of Account/Project Original Loan Loan Type/Source Interest Rate Loan Ends Loan Balance Principal Interest Loan Balance Totals
Central Pool Clippinger Phase | 18,000,000 Construction loan 4.75% 9/1/2017 9/1/2047 18,000,000 207,773 638,802 17,792,227
Indoor Multi-Purpose Facility 5,480,000  Gift advance-interest 4.75% 71112016 7/1/2020 - - 318,738 -
Indoor Multi-Purpose Facility 2,500,000 Balance after gifts 4.75% 6/5/2013 6/1/2044 2,342,587 43,929 - 2,298,658
paid by Athletics  Indoor Multi-Purpose Facility NA Pepsi Pouring Rights NA (120,000) (9,502) (110,498) (120,000)
McCracken Hall Renovation 20,720,400 Series 2013, $4.2M 4.75% 4/1/2015 1/1/2045 20,063,289 352,573 946,788 19,710,716
Academic & Student Support Relocation: 5,058,427 Construction loan 4.75% 712017 71112047 5,058,427 58,389 179,519 5,000,038
Administrative Relocations 14,859,544 Construction loan 4.75% 7172017 71112047 14,859,544 171,523 527,350 14,688,021
Small House Strategy 5,000,000 Working Capital 4.75% 712017 71112047 5,000,000 77,412 236,135 4,922,588
Ellis Hall Renovations 5,040,000 Construction loan 4.75% 71/2017 7/1/2047 5,040,000 58,176 178,865 4,981,824
Alden Library Renovations 1,340,000 Construction loan 4.75% 7/1/2017 7/1/2047 1,340,000 15,468 47,555 1,324,532 70,598,604
Airport Support King Air 350 1,295,000 Working Capital 4.75% 1/1/2016 1/1/2028 1,191,715 87,132 55,070 1,104,583 1,104,583
Athletics Indoor Multi-Purpose Facility 5,480,000  Gift Advance-principal NA 711/2016 7/1/2020 4,384,000 1,096,000 - 3,288,000
Indoor Multi-Purpose Facility NA Pepsi Pouring Rights NA 120,000 9,502 110,498 120,000
Peden Stadium Scoreboard 549,803 Gift bridge 4.75% 2/112017 2/1/2022 549,803 99,999 26,116 449,804
Sook Academic Center 3,575,000 Gift bridge 4.75% 7/1/2017 7/1/2022 3,575,000 483,953 121,658 3,091,047 6,948,851
Business CSC Renovation 3,185,000 Gift bridge 4.75% 4/1/2015 1/1/2020 1,153,307 676,543 42,850 476,764 476,764
College of Medicine OUHCOM - Cleveland 5,000,000 Operating loan 4.75% 712018 71172027 - - - -
OUHCOM - Cleveland 16,400,000 Construction loan 4.75% 71/2017 7/1/2026 16,400,000 1,372,625 689,082 15,027,375
OUHCOM - Athens 3,997,939 Design-interest only 4.75% 7/1/2017 __ construcion phase 3,997,939 - 189,902 3,997,939 19,025,314
Education McCracken Hall Renovation 10,000,000 _ Gift advance-interest 4.75% 7112016 6/1/2026 - - 475,000 - -
Engineering Multiphase Tech Corrosion Center 1,600,000 Construction loan 4.75% 6/1/2015 4/1/2025 1,337,424 140,885 61,043 1,196,539
ARC FY15 Operating Deficit 2,200,000  FY15 Operating Deficit 4.75% 7/112015 6/30/2025 2,100,000 133,000 - 1,967,000
ARC Integrated Learning Research 3,502,257 Construction loan 4.75% 71212015 6/30/2041 3,353,313 79,819 159,282 3,273,494
E Expansion 29,000,000 Construction loan 4.75% FY19 - - 6,437,034
Housing Housing Development Phase | 100,000,000  Series 2013, $85.5M 4.75% 4/1/2004 4/1/2044 96,350,094 1,806,787 4,545,070 94,543,307
Housing Development Phase Il 60,000,000 Construction loan 4.75% FY21/FY22 - - - -
Jefferson Hall Renovation 25,800,000 Construction loan 4.75% 4/1/2016 4/1/2046 25,400,556 418,758 1,199,141 24,981,799 119,525,106
Real Estate Office Dublin -IEC 900,000 Working Capital 4.75% 9/1/2015 4/1/2030 326,601 18,633 15,185 307,969 307,969
Total 350,483,370 231,823,600 7,399,375 10,653,150 224,424,225 224,424,225
| GRAND TOTAL 582,438,583 413,912,780 21,569,755 18,359,631 392,343,025 I

39,929,387 | total P&
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7.3.2 Century Bond Loans
Century Bond loans will be issued to Central Budget, with principal and interest recovered through the funded
depreciation model as described above. The interest rate charged on the internal loans from the Century Bond
program is 5.6%, which equates to the fixed rate on the Century Bonds. An internal loan investment pool will be
used for internal loan principal and interest payments in order to separate this activity from the original

proceeds and provide for recycling of the bond funds to reduce the amount of future debt and fund the ongoing
deferred maintenance program.

Following is a roll forward of Century Bond loans from July 1, 2017 to June 30, 2018:

Ohio University

Century Bond Loans

Interest 7/1/2017 FY18 FY18 6/30/2018

Department Name Name of Account/Project Original Loan Rate Date of Loan Ends Loan Balance Additions Principal Interest Loan Balance
Internal Loans:

Central Finance Deferred Maintenance-FY15 $ 10,000,000 5.59% 12/01/14 6/1/24 $ 7,554,736 $ 909,185 $ 409,779 $ 6,645,551
Central Finance EIP-1st Installment 30,000,000 5.59% 12/01/14 6/1/44 28,723,707 474,545 1,599,115 28,249,162
Central Finance Deferred Maintenance-FY16 10,000,000 5.59% 12/01/15 6/1/25 8,415,152 860,416 458,548 7,554,736
Central Finance EIP-2nd Installment 30,000,000 5.59% 12/01/15 6/1/45 29,172,797 449,090 1,624,570 28,723,707
Central Finance Deferred Maintenance-FY17 10,000,000 5.59% 12/01/16 6/1/26 9,229,415 814,263 504,702 8,415,152
Central Finance EIP-3rd Installment 19,000,000 5.59% 12/01/16 6/1/46 18,745,271 269,167 1,044,151 18,476,104
Central Finance EIP-Clippinger Phase | 11,000,000 5.59% 12/01/16 6/1/46 10,852,526 - 155,833 604,508 10,696,693
Central Finance Deferred Maintenance-FY18 10,000,000 5.59% 12/01/17 6/1/27 - 10,000,000 770,585 548,380 9,229,415

Total $ 130,000,000 112,693,604 10,000,000 4,703,084

6,793,753 117,990,520

:OHIO UNIVERSITY

Total P&l

11,496,837

FY18 Budget Book |61



62|FY18 Budget Book

iiiiii OHIO UN IVE RS I TY



8 Compensation

8.1 Salary and Wages

8.1.1 Total Compensation Initiatives

Creating effective total compensation plans has been identified as a strategic priority essential to retaining the
University’s extraordinary faculty and staff. Post implementation of the Compensation 2014 Project, a model to
review pay compression* and pay inversion** has been implemented.

As anticipated with the completion of the COMP 2014 project, the salary increases to the new pay grade
minimum and the implementation of a new pay structure and the associated pay administration guidelines
resulted in unintentional pay compression* and pay inversion** issues for existing employees. Beginning in
FY16, in conjunction with annual increases, a 1% funding pool equivalent to $1.1M was utilized to address these
pay compression and inversion issues for Administrative and Classified Non-Bargaining Unit employees.

FY 2017 Equity Pool Distribution

The University provided an additional 1% funding pool for FY17, equivalent to $1.2M to further address pay
compression and inversion issues. In July 2016, Planning Units received 0.5% of the equity pool for distribution
to employees identified within the equity model. Units received a proportionate dollar amount of the 0.5%,
based on the employees eligible for an equity increase within their unit. Planning Units had the discretion to
allocate those funds to employees identified as eligible, not to exceed what the model identifies as expected
compa ratio***. Employees were eligible for an equity increase if their expected compa ratio is identified as less
than their current compa ratio based on length of time in job.

The remaining 0.5% of the equity pool has been held for distribution before the end of FY 2017. These funds will
likely target employees identified within the biennial equity review. This is described in further detail later in this
section.

*Pay Compression is a situation that occurs when there is little to no difference in pay between employees regardless of
their skills or experience.
**Pay Inversion exists when starting salaries for new employees are higher than salaries for existing employees.

***Compa-ratio is the percentage obtained by dividing the actual salary paid to an employee by the midpoint of the salary
range for that position.

1) FY 2018 Merit Pool Proposal

Given our current budget environment, we are continuing with our planning assumption of no raise pools for
FY18. The exception is the second year of the compensation plan for Medical faculty, which lagged the faculty
compensation plan by two years. After multiple years of supplemental salary increases to support our
compensation investments (3 years of Faculty Comp Plan; 2 years of Staff Comp Plan), we are not in a position to
award salary increases this year. Additional analysis will be completed to measure progress towards our
compensation goals and determine a course forward for future years.
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2) Biennial Equity Review

In accordance with the August 29, 2011 Resolution Agreement with the U.S. Department of Education, Office of
Civil Rights (OCR), the University engaged Mercer to conduct a biennial equity review of our compensation
practices. The OCR Resolution Agreement required a biennial review of administrative and non-bargaining unit
classified employees’ compensation to confirm that compensation had been determined on a non-
discriminatory basis as defined by Title IX of the Education Amendments Act of 1972 and to promptly remedy
any risks identified. Thus, the objective of the review was to enable Ohio University to manage pay differences
of administrative and classified non-bargaining employees through a process that is accurate, proactive, and
defensible and to build the foundation for a sustainable process for ongoing pay equity management. University
Human Resources involved Legal Affairs and the Office of Equity and Civil Rights Compliance as a part of the
review process. The project allows Ohio University to address compliance requirements, minimize potential
exposure, efficiently identify and rectify potential pay equity situations, and to effectively respond to potential
allegations of pay inequity. It also demonstrates our commitment to support diverse employment groups and
our philosophy to ensure nondiscriminatory pay practices.

Our compensation philosophy includes a due diligence process that reviews differences in pay across the
University, leveraging a rigorous statistical approach to ensure that compensation is determined on a non-
discriminatory basis.
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As a result of the external review conducted for FY17, four priority areas were identified for potential
adjustments as noted below:

Priority Priority Description Number of Employees

Employee is a significant negative outlier
AND also part of a identified risk group

Employee is a significant negative outlier
but NOT part of a identified risk group

Employee is NOT a significant negative
outlier but IS part of a identified risk group
and gap between predicted pay and actual
pay is >$5,000

Employee is NOT a significant negative
outlier or part of a identified risk group, but
Igap between predicted pay and actual pay
is >$5,000

Total: 121

The term “identified risk group” refers to segments of employees with similar characteristics (Job Family, Planning
Unit, Pay Grade, etc.) that have been identified as having a higher level of pay disparity when comparing gender
and ethnicity.

After a thorough review of the above priorities, pay adjustments for FY 17 will be provided to employees
identified in priorities 1 and 3, those in equity risk categories as defined by Title IX, to bring them up to their
predicted pay level. Employees in priority 2, non-Title IX risks, will be provided an adjustment of 50% of the
difference between the employee’s current salary and their predicted pay which will address a component of
our inversion compression. Adjustments will not be provided to employees in priority 4.

3) Faculty Compensation Task Force:

This task force was established by Executive Vice President and Provost Benoit in spring 2013 and was charged
with developing recommendations to address faculty compensation. The charge to the committee was to
develop a multi-year plan to maximize our investment in faculty compensation to attract and retain talented
faculty. The committee recommendations included the following:

e Establish a goal to move the average salary for tenure-track faculty to the rank of third among the four-
year public universities in Ohio

e Invest a proportional percentage in compensation for regional tenure-track faculty

e Invest a proportional percentage in Group Il faculty (non-tenure track)
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In FY15, the first year of these investments was included in the Operating Budget. This was a total investment of

e S1.3M for tenure-track faculty on the Athens campus.

e A 2.19% pool for regional tenure-track faculty, which was an estimated investment of $540,000.

e A 2.19% pool for non-tenure-track (Group II) faculty, which was an estimated investment of $740,000 on
the Athens campus and $940,000 on the Regional Campuses.

In FY16, the analysis of the investment needed to reach the goals of the plan was updated to take into account
the effect of the investments in the first year compared to the results of the other universities in the state. This
analysis showed good progress towards achieving the goal and as a result the investments needed in year 2
were implemented as follows:

e $850,000 for tenure-track faculty on the Athens campus

e A 1.36% pool for regional tenure-track faculty, which is roughly $325,000

e A 1.36% pool for non-tenure-track (Group Il) faculty on both the Athens (approximately $450,000) and
Regional Campuses (approximately $575,000)

For FY17, the faculty investments were identical to those listed above for FY16 and represented the third year of
the compensation increases. The next step will be to convene a follow-up task force to analyze the results of the
compensation plan. The goal will be to develop recommendations for future plans to maximize our investment
in faculty compensation to attract and retain talented faculty.

4) Fair Labor Standards Act Regulatory Changes

On May 18" 2016, the Department of Labor (DOL) released its final regulations to increase the standard salary
level to qualify for exemption from the FLSA overtime requirements from $455 a week ($23,660/year) to $913 a
week (547,476/year). The regulation also had an automatic threshold increase every three years to maintain the
level at the 40th percentile of the lowest wage census region. The standard “duties test” remained unchanged.
These regulations were to become effective on December 1, 2016.

Immediately upon learning of the rule changes, Ohio University moved ahead and expended significant effort to
ensure compliance with and implementation of the FLSA amendment. In preparation for the December 1
implementation date, Ohio University analyzed salaried exempt employees below the proposed threshold to
determine which employees and job families or sub-families should be converted to non-exempt status or have
their salary increased to above the new minimum in order to retain their exempt status. We also reviewed the
potential impacts on telecommuting, flexible workplace schedule policies, salary compression and converting
the newly non-exempt employees to hourly employees paid on a biweekly frequency.

The tables below summarize the estimated cost of increasing base salaries of any current exempt employee
below the new threshold to $47,476 in order to maintain exempt status.




Estimated Impact if New Salary
Threshold moves ahead

Number of exempt Employees that will be over new Number of exempt em ployees
employees with salaries minimum salary after 