W LLI AM RAI NEY HARPER COLLEGE
BOARD OF TRUSTEES OF COMMUNI TY COLLEGE DI STRI CT #512
COUNTI ES OF COOK, KANE, LAKE AND McHENRY, STATE OF ILLINO S

M nutes of the Special Board Meeting of Thursday, January 30,
1997

CALL TO ORDER: The Speci al neeting of the Board of Trustees
of Conmmunity College District No. 512 was
called to order by Menber O Reilly on
Thur sday, January 30, 1997 at 5:43 p.m in
t he Board Room of the Adm nistration
Bui | di ng, 1200 W Al gonqui n Road, Pal ati ne,
II1inois.

ROLL CALL: Present: Menbers Gllette, Hess, Howard,
Kol ze, and O Reilly
Absent : Menbers Barton and Ley; Student
Menber Starek

Al so present: Paul Thonpson, President; Ed
Dol an, V.P. Acadenic Affairs; Bonnie Henry,
V.P. Student Affairs; David MShane, V.P.

| nformati on Systens; Judy Thorson, V.P.

Adm ni strative Services; Victor Berner; Bruce
Bohrer; Steve Catlin; Harley Chapman; Tom
Choi ce; Donna Drake; Ceorge Evans; Bev
Hof f man; Bill Howard; Roberta Lindenthal er;
Liz McKay; Russ MIIs; Sheila Qirk; Pau
Sipiera; Phil Stewart; Rose Trunk and Laurie
Wen - Harper. Guest: Dianne Fotl and.

Menmber O Reil ly appoi nted Menber Kol ze as the
Secretary pro temduring Menber Barton's
absence.

BUDGET DI SCUSSI ON

Menber O Reilly stated that the purpose of the neeting was to

di scuss the budget, and that nmuch of the discussion would be |ed
by Vice President Judy Thorson and Menber Kol ze. Each of the
Board nenbers received a packet of budget information.

Ms. Thorson expl ai ned that the packet contai ned updated
information fromthe January 21 Budget Comm ttee neeting plus
addi tional information Board nenbers had requested. The

di scussion at tonight's neeting will help the commttee prepare
t he Board budget guidelines for approval at the February 27
Regul ar Board neeti ng.
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Revi ew of Col | ege Funds and Fi nanci al Projections

Ms. Thorson called attention to the handout entitled "F/Y 96
Audi ted Financial Results."” She stated that the only change
reflected Wrking Cash on the Non-Qperating Funds side of the
page. Wbrking Cash is now listed as a total separate from
Operating Funds and Non-Operating Funds. She rem nded everyone
t hat each Non-Qperating Fund can only be used for specific

pur poses.

Ms. Thorson pointed out that the O&M Fund bal ance of $4 mllion
and the O&M Restricted Fund bal ance of $4.5 nillion have been
targeted to pay for the Coll ege share of Building W

Ms. Thorson called attention to the handout entitled "Financia

I nfformation and Projections.” She stated that it shows the
detail for the Education Fund and O8M Fund, and that the
foll owi ng two handouts show the visual picture (graphs) of this
data. The first graph was shown at the Novenber Budget Conmttee
nmeeting. After |ooking at the gap between revenues and expenses,
it was determ ned that sone intervention has to be done to
prevent depleting the fund bal ance. The first graph shows the
effect of a minimal tuition increase -- $1 for next year, $2 for
97/ 98 and then staying flat for next three years. The second
graph shows the effect of the proposed tuition increase. M.
Thorson explained that the only difference between the two graphs
was the anmount of the tuition increase. Both graphs include the
bond sal e, but do not include funding for Building W She
explained that this is a dynamc picture; it is constantly
changi ng as events occur. She added that if the tuition proposa
is approved, it will start to close the gap between revenue and
expenses, as shown on the second graph.

I n Menber Ley's absence, President Thonpson asked if there was a
substantial basis for the estimate of the CPI. He had previously
asked how the three percent was determ ned. There was di scussion
as to how this was chosen as a base. President Thonpson said
that the Chicago figure is the tax levy percent of 2.7. It is

al so based on cost of living. Menber Gllette noted that if the
federal governnent changes the basis of the cost of |iving

calculation, it will affect the College. If it is changed in the
way that is being discussed, it will have an adverse effect on
anyone under the tax cap. Menber Howard concurred. |In response

to Menber Ley's question, it was determ ned that this point had
not been finalized yet, and that it was not intended to be
specific, but sinply a way of |ooking at trends for the future.

Revi ew of Wbrki ng Cash Rul es
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Ms. Thorson called attention to the handout entitled "Wrking
Cash Fund Comrunity Coll ege Rules versus K-12 Rules.” It had
beconme apparent to her after the |ast neeting that nany Board
menbers were not cl ear about Wbrking Cash Fund rules. After
speaking with bond counsel, Ms. Thorson organi zed data to explain
the differences between K-12 Wrking Cash rul es and community
col | ege Wrking Cash rules. She stated that nost Board Menbers
are famliar with K-12 rules, and they assune that conmunity
college rules are the sanme, but they are very different. One of
the major differences is that for the community coll ege the
Wor ki ng Cash Fund is | ooked upon as a bank — nobney can only be
borrowed fromthis account, and cannot be seen as a revenue
source. For the K-12 side, Wrking Cash operates as a

suppl emental revenue source. Menber Howard added that the
benefit of Working Cash is that when the Coll ege needs noney, it
can borrow fromitself and not pay interest. It nust, however,
replenish it. The interest earned can be transferred to the
Education Fund, and in that small way it is a revenue source.

Ms. Thorson expl ained that for the community college, the only
way to establish a Wrking Cash fund is to sell bonds. The K-12
schools can levy directly. That is another big difference

bet ween the two groups. Menber Kol ze added that it is not very
easy to have the Wirking Cash fund grow, once it is gone, that is
it. M. Thorson concurred, adding that the comunity coll ege can
only abolish the fund totally and then reestablish it through
referendum while K-12 schools can deplete it in pieces and
replenish it in other ways. M. Thorson is also speaking with
enpl oyee groups about this issue. Board nenbers thanked M.
Thorson for naking this nore understandabl e.

Menber O Reilly asked Ms. Thorson for exanples of how the Coll ege
woul d use the Working Cash Fund totally and then do a referendum
to replenish it. M. Thorson responded that her guess is that no
community col |l ege has ever abolished its Wrking Cash Fund. The
only situation would be if the College borrows it and continually
pushes the limts every year on tax anticipation. M. Thorson
added that if the fund is abolished, the Board nust decide

whet her to put the remai ning noney into the Education Fund or O&M
Fund. She noted that not all comunity coll eges have a Wrking
Cash Fund, and it is her guess that of those that do have one,

t hey have not abolished it. Menber Kol ze stated that they are
fortunate that previous Boards have had the foresight to
establish a Working Cash Fund for Harper. M. Thorson added t hat
t he bi ggest advantage of the Wrking Cash fund is the interest it
creates every year, which is income for the Education Fund. She
added that another benefit is that when Cook County is late in
getting their tax bills out, the College can borrow fromthe
Wor ki ng Cash Fund (without interest) to neet payroll and pay
bills, and then repay it when the tax noney cones in. As
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Treasurer, Ms. Thorson cannot borrow on her own, it has to be
borrowed by Board resol ution.

Revi ew of Tuition Proposal

Regardi ng the handout entitled "Tuition Recormendation," Ms.

Thor son expl ai ned the changes made regardi ng the per capita cost
projections. She cane up with a seven percent average for the
past ten years, recalculated the projections and pl aced them next
to the previous projections separated with a slash (/). She
noted that the seven percent average does not reflect a true
pattern or trend over those ten years, because it was four
percent one year, one percent another year, and thirteen percent
anot her year. She stated that this new projection nade a

di fference especially in the out years. |If the goal is 20
percent of per capita cost, it would push up tuition higher. She
said that she did not change the proposed tuition increase that
is being brought to the Board in February. At this point, it
still reflects tuition increases of four dollars per year for the
next four years.

There was di scussion regarding the percent of per capita cost and
whet her it should be a range or a specific figure. President
Thonpson stated that |ast year tuition was acted upon in February
or March, and it would be beneficial for students to get this
informati on soon. Ms. Thorson said she has introduced this plan
to student |eaders, and they requested tine to reviewit. Menber
O Reilly asked about the reaction of the students. M. Thorson
said that after Student Senate | eaders |earned about the plan,
they did not have any "negative" responses. They asked nany good
questions, and said they wanted to think about it. She is
neeting with the Student Senate again next Friday. Dr. Dol an
noted that when neeting with the students he found two things:

1) they appreciated being consulted at the front end, and 2) they
appreciated the situation or the facts that were presented. They
were very clear that it would be difficult to endorse sonething
like this (as it is always hard to endorse tuition raises), but

t hey understood the overall situation of the College. He added
that there were questions regarding financial assistance
progranms, and he felt that these should be pronoted aggressively
as part of the tuition plan.

Ms. Thorson said that, after |ooking at the graph with the |arge
gaps of revenue and expenses, sone students asked, "How high
woul d tuition have to be to totally close the gap?" She
responded that she had never even thought about that, but she
woul d | et them know.
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Menber Howard said that it is very inportant to have a tuition
pl an for budget reasons and also for the students to be able to

| ook ahead and plan with their own finances and savings. It is a
responsi ble thing to do. If this graduated junp can be pl anned,
it will give students information in plenty of tine. |In regard

to financial assistance, the College can | ook at the anounts of
the grants and tailor the financial assistance to neet nore of

t he students' needs. In other words, instead of being a grant of
$100, it could possibly go up to $120 to nake up sone of the

di fference.

Menbers agreed that this was a good plan. Menber Gllette
suggested that a letter be included with the catal og expl ai ni ng
the tuition plan and enphasi zing that there is financial

assi stance avail able for those who need it. There was di scussion
regarding timng of applications for certain grants. President
Thonpson said that the Coll ege woul d encourage students to nake
arrangenents as early as possible and check with the Financia
Ald Ofice to see what is available. M. Thorson called
attention to the three-page list of financial assistance itens
avai |l abl e.

Menber Kol ze asked each Menber how they felt about the proposed
pl an. Menber Hess said that one of the things that concerns her
are the people that "fall through the cracks" -- those that do
not qualify for financial aid but really need assistance. For
exanple, the wife is returning to school, but their prior famly
income may show that it is too high to apply for sone type of
schol arship. She suggested that the Coll ege educate the students
with the list of financial assistance included with the course
descriptions for the Fall and the Spring Senester. President
Thonpson said that this suggestion could be reviewed. Menber

O Reilly said that Harper needs to be concerned about the person
who never comes on canpus because they know that tuition is

hi gher than they can pay. Harper needs to publicize as nmuch as
possi bl e that financial assistance is available. Menber Gllette
said that the course schedule in the Sun Tines is the one thing
t hat everyone reads and perhaps it could be comruni cated there.
There was di scussi on about establishing a "hardship” fund.

Menber O Reilly asked if the Board could see information that is
currently given to students that explains financial assistance.
Ms. Thorson said the administration and the student group are

di scussing ways in which to spread the word about financi al
assi st ance.

Board Menbers were in agreenent that the plan should show all

four years of tuition increases. The Coll ege should publish what
the increase will be for next year, and show the projected
increases for the next three years, stating that this plan wl|
be revisited each year. This will help students and parents pl an
for the future. M. Thorson stated that it was not her origina
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intent to publish all four years, just next year's increase.
Menber O Reilly stated that the four year state schools are doing
this, and she felt that Harper should do this as well.

Ms. Thorson noted that the last page in this section of the
handout was added at the request of Menber Ley. It shows the per
capita costs of other community coll eges.

Revi ew of Long Range Cost Contai nnent

In response to the Board' s request to produce a bal anced budget
whil e not disrupting the College comunity, M. Thorson
reintroduced the idea of |ong-range cost containnment. The

adm nistration is proposing that the College community go through
a process of 1) identifying functions, 2) determ ning those
functions that would be further fromthe Harper m ssion, and 3)
targeting the functions for either reduction, elimnation, or
sel f-supporting depending on their character. Once these areas
have been identified, as vacancies occur they would not be
filled. M. Thorson included a |ist of functions to give an
exanple of howto identify the functions in a departnent. She
noted that the list from Student Affairs was for discussion

pur poses only, and had no correlation to this plan.

Wth this plan, cost containnent would cone fromtwo areas: nore
ef ficient ways of doing things nmay beconme evident during this
process; and sonme areas clearly would not be restaffed as
vacanci es becane available. This is different fromthe way

t hi ngs are done now -- as vacancies occur, the job is | ooked at,
but because we have no priorities on functions, it is very hard
to di scern whether or not we need the job. Wth the proposed

pl an, the decisions will be nmade ahead of tinme. M. Thorson
explained that this will take |onger because attrition wll just
happen on its own, but it will be a |less disruptive way to
contain costs. Menber Kol ze asked if the Vice Presidents are
supportive of this plan. M. Thorson responded that it is |ooked
upon as a coll aborative project. She feels that everyone wl|
respond.

Presi dent Thonpson stated that one of the concerns he has heard
is "WIIl there be any sacred cows?" Sone enpl oyees fear that
this will not be done fairly. He added that everyone nust do
this with the understanding that there are no sacred cows.
Menber Kol ze said that everybody seens to understand that there
is a need to do sonet hing.

Menber G llette suggested that after certain vacanci es have not
been filled and Coll ege enrollnent starts going up in the future,
these functions may need to be | ooked at again. The enpl oyees
shoul d not be overworked to make up for the larger enroll nment.
Ms. Thorson responded that the Vice Presidents see that this wl
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be an ongoi ng exercise, where they will find that sone areas w ||

grow, sone will stay the sane, and sonme will be cut. The
guestion that cones up is howwll this be done, will there be
fairness, and will it be equal. Cearly, it will not be equal,

because there are sone things that need to grow

On behalf of the Board, Menber Howard congratul ated Ms. Thorson
and the adm nistration on preparing this material and educati ng
groups on canpus. She noted that very often there are
opportunities for savings in the way we do things, and very often
t he peopl e who can nake the best suggestions are the ones doi ng
the work. Menber Howard suggested to Ms. Thorson that, as she
speaks with various enpl oyee groups, she challenge the people to
help the College find ways to work nore productively and
effectively to neet the goals. Ask themif there are areas in
whi ch they see waste happening and if there are functions that
coul d be done nore economcally. If this is a collaborative
process, it should be a commbn goal for everybody. It is not
just a question of cutting, but a question of using our resources
better.

Ms. Thorson stated that if the Board nenbers are supportive of
this plan, the adm nistration will work on the next steps. 1In
response to Menber O Reilly, Ms. Thorson stated that the next
step needs to be decided, but in her mnd, it would be to
determ ne exactly what the functions are. The Vice Presidents
need to work with their staffs about how this woul d be organi zed
and how it would be tied into FTE (full tinme equival ent of
personnel). The goal is to reduce FTE. There are a |lot of
nmechani cs that need to be worked out. Ms. Thorson expl ai ned that
t he biggest issue is that the Board understand that this wl|
take longer. Many things flow out of this - whether or not there
shoul d be a bal anced budget, whether or not 20 percent fund

bal ance will be used as an assunption. She pointed out that it
cannot be done all at once. Board Menbers were in agreenent that
this was an appropriate and intelligent way to handle the

si tuation.

Ms. Thorson added that the comrunity is just beginning to |learn
about this plan, while the Board has heard about it for
approximately three nonths. She wanted the Board to be aware
that this is a new idea for the canpus community, and she does
not want it to be perceived as being done already and that
everybody has accepted it. Menber Kolze asked if there has been
any progress wth the credibility issue. M. Thorson responded

that she has not tal ked to many people, and will only say that
there is some progress. It mght be too early to neasure. The
sacred cow i ssue affects credibility as well. Menber Howard said

that the word should be that everything will be |ooked at and
exam ned as objectively as possible.
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Revi ew of Board Budget Qui deli nes

Ms. Thorson expl ai ned that the budget guidelines summarize
everything that has been di scussed. Once these are approved, M.
Thorson would like to use themto help educate the Coll ege
community. The first guideline discusses the tax cap; the second
one explains the long range projections and why there is a need
for interventions to keep the College financially healthy. The
third one tal ks about the fact that the admnistration wants to
do all these things in a collaborative way wi th m ni mum

di sruption on canpus. The fourth guideline explains the whol e
idea of prioritizing functions, and then letting pl anned
attrition, reorganization and creative solutions be the primry
cost containment effort.

She expl ained that the next itemis where the nost discussion is
needed. At this point it says that the target fund bal ance in
each of the operational funds is 20 percent. Board nmenbers were
in agreenent that the fund bal ances for the Education Fund and

t he O&M Fund woul d not be used for day-to-day operations but only
for special initiatives. There was disagreenent as to what
percent should be used. Dr. Dol an expressed his concern with
stating a 20 percent target. There will be a credibility issue
with staff and faculty on canpus with a Wrking Cash fund of $10
mllion which is not going to be abolished, and then a target of
anot her 20 percent of each operational fund. It will be very
difficult to argue that the Coll ege needs to nake the kind of
interventions that are being discussed. At one tinme a range of
bet ween 10 and 20 percent was di scussed, and that seens to be
nore realistic. Menber Howard said that a range between 10 and
20 percent coul d be consi dered; however, she felt that, having
been through a tinme when the fund bal ance went down to where the
Col | ege was practically bankrupt, she has real concerns about not
having sonething in the policy that is sufficiently specific,
stating a target and guidelines for usage. Menber Gllette
agreed with Dr. Dol an's suggestion of a range between 10 and 20
percent. Menber Howard stated she is concerned that the target
will automatically be perceived at the | ow end (ten percent)

rat her than the high end. Menber Kol ze stated that he did not
like to use ranges in this kind of matter, but instead wanted a
fixed percent. Menber Kol ze responded to Dr. Dol an's concern
regarding the faculty and staff perception of the $10 mllion in
t he Working Cash Fund. He stated that the Wrking Cash Fund

rul es should be nade abundantly clear to the canpus comunity,
and that this figure should not even be considered in all of
this. Menber Hess felt that a range of 10 to 20 percent is too
broad and | eaves too nuch open for discussion. President
Thonpson called attention to the projections on the second page
of nunbers. The projection in 97/98 is 19.2 percent which is
close to 20 percent, and that could be the target for now In

t he year 2000/ 2001 the projection is 9.8 percent, showi ng a
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di fference of approximtely 10 points. The m ddle point would be
15 percent, and perhaps this could be the target. Menber Kol ze
concurred that 15 percent would be a good target, but that he
woul d not go any |ower than that. Menber Howard agreed with a 15
percent target as long as there were fiscal restraints. Menber
Gllette agreed with the 15 percent target, saying it was nore
realistic than 20 percent. Menber Hess said that if there would
not be a range, she would like it to be 20 percent. Menber
OReilly stated that this gives an idea of where each nenber
stands on the issue. M. Thorson said that what is nost hel pful
inall of this is the dialogue and that the audi ence hears this
di al ogue.

Menber Howard said that the rest of the Board budget guidelines
are very well expressed and that she has no problemw th them
She asked if anyone el se wanted to discuss the rest of the

guidelines. It was decided that the second |ine of item nunber
seven should read " that the target is 20 percent of per
capita costs.” The 33 1/3 percent will be renoved.

Menber Kol ze stated that the next two itens regardi ng referendum
and legislators were okay. Menber Gllette noted that on the
last item the $48, 000,000 was incorrectly rounded. |If it
reflects the $49, 666,270 figure on the first handout, it should
be rounded to $50 mllion dollars rather than $48 mllion
dollars. M. Thorson concurred. Menber Kol ze asked if this
coul d be | ooked at for approval at the next Board neeting.

Menber Howard stated that it could. Menber OReilly stated that
it is inportant that the absent Board nenbers get this materia
and have tinme to review it and give their comments al so.

Capital Projects

Ms. Thorson expl ained that these itenms, Building Wand the Space
Pl an, were included on the agenda to keep them before the Board.
She expl ai ned that she does not have a | ot of detail on the Space
Plan. The adm nistration hopes to present the Plan to the Board
in April or May. She said that it will be expensive to do all
the things the people want to have done, and a plan will be

devel oped to prioritize and integrate the projects, spending sone
money fromthe O&M Fund every year to acconplish sone of these
things. M. Thorson conplinmented Liz McKay and the conmittee for
doi ng an outstanding job processing all of the requests.

There was di scussi on about Buil di ng Wexpenses, Space Pl an
expenses, and whether or not a referendum should take place. It
was agreed upon that a referendumis sonewhere in the future, but
will not be researched until after the Space Plan is finished.

In regard to Building W M. Thorson distributed two handouts
outlining the revenue sources used for funding and the projected
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operating costs. She explained that these are not exact nunbers
because the nunbers have changed both on the Building and on the
fund bal ances. Menber Kol ze expl ained that in March when this
was originally done, the Board made a decision not to have a
referendum and instead go the route of using fund bal ances.

Now, with the uncertainty of when Building Wwill be built, there
woul d be tine to revisit this again. M. Thorson again suggested
wai ting for the Space Pl an before maki ng any deci sions regarding
referendum There was nore di scussion regardi ng referendum
Menmber Howard nentioned that at the tine the Board sold the
property, the funds were set aside and restricted for future
construction. This was in the press and shared with the public.
Menber Kol ze clarified that the College did not tax to get the
noney in the last instance.

Ms. Thorson called attention to the |ast page of the handout
outlining the operating costs of Building W This is a rough
estimate but the intent is to get the Board thinking about costs
to run the new building. She explained that to arrive at the
year 2000 cost, she took today's cost and increased it by three
percent inflation rate. It will cost approximtely $90, 000 for
utilities. She added that this is estimated with "normal" gas
bills and does not include the huge price increases that were
experienced this year. She included in the figures three extra
cust odi ans, one mai nt enance nechani c, and one HVAC nechani c t hat
woul d be needed to serve the 70,000 extra square feet. Ms.

Thor son expl ai ned that the $200,000 figure for theater operation
was given by Harley Chapman. Zero dollars were put in for the
conference center operation because it should be a break-even
item or possibly a noneymaker. The range of yearly operationa
costs appears to be approxi mately $450,000 to $500, 000, once
Bui | ding Wwoul d cone online. The additional cost for furniture
is estimated to be $500,000, but this figure may be inaccurate.
Menber G llette stated that previously there had been a range of
approxi mately $500, 000 to $1, 200, 000 for furnishings, depending
on what type of AV (theater) equi pnent was chosen. Menber Howard
stated that at the tine the Board took the tour, the architects
had gi ven estimtes based on costs of equipping simlar
facilities. M. Thorson noted the last itemto be included is
the extra staffing needed for a curator, if a benefactor is found
to finish out the art nuseum

Menmber G llette thanked the adnministration for all their hard
wor k preparing the budget information.

Menber Kol ze sunmari zed the neeting by saying that Board nenbers
have reviewed the tuition proposal and the budget guidelines and
these items will be presented at the February 27 Board neeting.
Wth this consensus, these two itens are ready for action.
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ADJ QURNMENT: Menber O Reilly noved, Menber Howard
seconded, that the neeting be adjourned. In
a voice vote, the notion carried and the
nmeeti ng was adjourned at 7:20 p.m

Chai r man Secretary
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1)

2)

3)

4)

BOARD REQUESTS

JANUARY 30, 1997 SPECI AL BOARD MEETI NG

Ms. Thorson said that, after |ooking at the graph with the

| arge gaps of revenue and expenses, sonme students asked, "How
hi gh woul d tuition have to be to totally close the gap?" She
responded that she had never even thought about that, but she
woul d | et them know.

Menmber Gl lette suggested that a |letter be included with the
catal og explaining the tuition plan and enphasi zing that there
is financial assistance available for those who need it.

Menmber Hess suggested that the Coll ege educate the students
with the list of financial assistance included with the course
descriptions for the Fall and the Spring Senester. President
Thonpson said that this suggestion could be revi ewed.

Menber O Reilly asked if the Board could see infornmation that
is currently given to students that explains financial
assi st ance.



