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Background 

The Council on Postsecondary Education is vested with authority under KRS 164.020 to 

determine tuition at public postsecondary institutions in the Commonwealth of Kentucky. 

Kentucky’s goals of increasing educational attainment, promoting research, assuring academic 

quality, and engaging in regional stewardship must be balanced with current needs, effective 

use of resources, and prevailing economic conditions. For the purposes of this policy, rate 

ceilings established by the Council include both tuition and mandatory fees. During periods of 

relative austerity, the proper alignment of the state’s limited financial resources requires 

increased attention to the goals of the Kentucky Postsecondary Education Improvement Act of 

1997 (HB 1) and the Council’s 2022-30 Strategic Agenda for Kentucky Postsecondary 

Education. 

Fundamental Objectives 

Funding Adequacy 

HB 1 requires that Kentucky have a seamless, integrated system of postsecondary 

education, strategically planned and adequately funded to enhance economic 

development and quality of life.  In discharging its responsibility to determine tuition, the 

Council, in collaboration with the institutions, seeks to balance the affordability of 

postsecondary education for Kentucky’s citizens with the institutional funding necessary 

to accomplish the goals of HB 1 and the Strategic Agenda. 

Shared Benefits and Responsibility 

Postsecondary education attainment benefits the public at large in the form of a strong 

economy and an informed citizenry, and it benefits individuals through elevated quality 

of life, broadened career opportunities, and increased lifetime earnings. The Council 

and the institutions believe that funding postsecondary education is a shared 

responsibility of state and federal governments, students and families, and the 

postsecondary institutions. 

Affordability and Access 

Broad educational attainment is essential to a vibrant state economy and to intellectual, 

cultural, and political vitality. For this reason, the Commonwealth of Kentucky seeks to 

ensure that postsecondary education is broadly accessible to its citizens. The Council 

and the institutions are committed to ensuring that college is affordable and accessible 

to all academically qualified Kentuckians with particular emphasis on dual credit 

students, underrepresented students, including first-generation college students and 

students from economically disadvantaged backgrounds, adult learners, and part-time 

students. 
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The Council believes that no citizen of the Commonwealth who has the drive and ability 

to succeed should be denied access to postsecondary education in Kentucky because 

of inability to pay. Access should be provided through a reasonable combination of 

savings, student and family contributions, employment, and financial aid, including 

grants and loans. 

In developing a tuition and fee recommendation, the Council and the institutions shall 

work collaboratively and pay attention to balancing the cost of attendance— including 

tuition and mandatory fees, room and board, books, and other direct and indirect 

costs—with the ability of students and families to pay. This will be accomplished by 

taking into account: (1) students’ family and individual income; (2) federal, state, and 

institutional scholarships and grants; (3) students’ and parents’ reliance on loans; (4) 

access to all postsecondary education alternatives; and (5) the need to enroll and 

graduate more students.  

Effective Use of Resources 

Kentucky’s postsecondary education system is committed to using the financial 

resources invested in it as effectively and productively as possible to advance the goals 

of HB 1 and the Strategic Agenda, including undergraduate and graduate education, 

engagement and outreach, research, and workforce initiatives. The colleges and 

universities seek to ensure that every dollar available to them is utilized to maximize 

return on investment and achieve outcomes most beneficial to the Commonwealth and 

its regions. Senate Bill 153, the Postsecondary Education Performance Funding Bill, 

enacted during the 2017 regular session provides ongoing incentives for increased 

efficiency and productivity within Kentucky’s public postsecondary system. The 

Council’s Strategic Agenda and funding model metrics will be used to monitor progress 

toward attainment of both statewide and institutional HB 1 and Strategic Agenda goals 

and objectives. 

Attracting and Importing Talent to Kentucky 

Kentucky cannot reach its 2030 postsecondary education attainment goal by focusing 

on Kentucky residents alone. The Council and the institutions are committed to making 

Kentucky institutions financially attractive to nonresident students, while recognizing that 

nonresident undergraduate students should pay a larger share of the cost of their 

education than do resident students. Tuition reciprocity agreements, which provide low-

cost access to out-of-state institutions for Kentucky students that live near the borders 

of other states, also serve to attract students from surrounding states to Kentucky’s 

colleges and universities. 

A copy of the Council’s nonresident student tuition and fee policy is provided below. 

Council staff will periodically review and evaluate the policy to determine its impact on 

attracting and retaining nonresident students that enhance diversity and the state’s 

competitiveness. 
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Nonresident Student Tuition and Fees 

The Council and the institutions believe that nonresident students should pay a larger 

share of their educational costs than do resident students. As such, published tuition 

and fee rates adopted for nonresident students shall be higher than the prices charged 

for resident students enrolled in comparable programs of study. 

In addition, every institution shall manage its tuition and fee rate structures, price 

discounting, and scholarship aid for out-of-state students, such that in any given year, 

the average net tuition and fee revenue generated per nonresident undergraduate 

student equals or exceeds 130% of the annual full-time tuition and fee charge assessed 

to resident undergraduate students (i.e., the published in-state sticker price). As part of 

the tuition and fee setting process, staff shall monitor and report annually to the Council 

regarding compliance with this requirement. 

The Council acknowledges that in some instances increasing nonresident student 

enrollment benefits both the Commonwealth and the institution. For this reason, 

exceptions to the 130% threshold may be requested through a Memorandum of 

Understanding (MOU) process and will be evaluated on a case-by-case basis by the 

Council. The main objective of the MOU process is to clearly delineate goals and 

strategies embedded in enrollment management plans that advance the unique 

missions of requesting institutions. 

Definition of Mandatory Fees 

A mandatory fee is a distinct charge applied to students as a condition of enrollment, 

regardless of degree level or program, and is required of such a large proportion of all 

students that a student who does not pay the fee is an exception. Typically, mandatory 

fees support a specific purpose, activity, or service that is available to all students 

attending the institution.  

Mandatory fees include, but are not limited to, fees for health services, building use, 

student services and activity fees, recreation fees, technology fees, and athletic fees, 

where the charge is not optional for students. Mandatory fees do not include fees 

assessed to students in specific programs (e.g., music, nursing, lab fees) or fees unique 

to a given situation (e.g., late registration, automobile registration), or fees for housing 

and dining. 

Special Use Fee Exception Policy 

On April 28, 2011 the Council adopted a Special Use Fee Exception Policy that allowed 

Kentucky public postsecondary institutions, under certain conditions, to implement 

student endorsed fees that would be excluded from consideration when assessing 

institutional compliance with Council approved rate ceilings. In other words, in any given 
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year, an institution could request, and the Council could approve, a new mandatory fee 

for the purposes of constructing a new facility or renovating an existing facility that 

would support student activities or services on campus but would not count toward a 

rate or dollar increase ceiling established by the Council. 

Specifically, a Special Use Fee was defined in the policy as follows: 

A student endorsed fee is a mandatory flat-rate fee, that has been broadly 

discussed, voted on, and requested by students and adopted by an institution’s 

governing board, the revenue from which may be used to pay debt service and 

operations and maintenance expenses on new facilities, or capital renewal and 

replacement costs on existing facilities and equipment, that support student 

activities and services, such as student unions, fitness centers, recreation 

complexes, health clinics, and/or tutoring centers. 

The underlying rationale for the exception policy was that the Council and campus 

officials wanted to accommodate the desires of students to assess a fee on themselves 

to improve facilities that sustain student activities and services, without sacrificing 

revenue necessary to support institutional operations. Under the Council’s previous 

approach, such fees, when implemented in the same year that the Council adopted a 

tuition and fee rate ceiling, would reduce the amount of unrestricted tuition and fee 

revenue available for the institution to support its Education and General (E&G) 

operation. 

Fees that qualified for a Special Use Fee exemption were for a fixed, recurring amount 

that could not increase over time. For this reason, during the process of establishing 

tuition and fee ceilings, Council staff deducts these fees from total tuition and fees 

before applying a percent increase parameter. This keeps the fees at the same amount 

each year until they expire. In other words, percent increase parameters adopted by the 

Council are applied to current-year base rates. Base rates are defined as total tuition 

and fee charges, minus any Special Use Fees or Asset Preservation Fees previously 

approved by the Council, and minus an existing agency bond fee at KCTCS (i.e., 

BuildSmart Investment for Kentucky Competitiveness Fee).  

Council policy stipulates that Special Use Fees will not be assessed at full rate in 

perpetuity, but will either terminate upon completion of the debt, or in the case of new 

facilities, continue at a reduced rate to defray ongoing maintenance and operations 

(M&O) costs. In addition, institutions are required to have a plan for the eventual 

reduction or elimination of the fee upon debt retirement. 

Between June 10, 2011 and June 12, 2015, the Council approved Special Use Fee 

exception requests for five institutions. Although several institutions have asked about 

Special Use Fee exceptions in recent years, the Council changed its stance on allowing 

exemptions from rate ceilings. Declining enrollment at most institutions, precipitated by 

decreasing numbers of high school graduates and falling college participation rates, 
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brought about a renewed focus on affordability and increased transparency in college 

pricing. 

For several years, it has been a common practice for the Council to count all increases 

in mandatory fees toward tuition and fee rate ceilings and to not allow exceptions from 

the price caps. For this reason, the Special Use Fee Exception Policy will be terminated 

beginning in academic year 2025-26. 

Although institutions will no longer be able to request exemptions from tuition and fee 

rate ceilings, periodic reporting requirements for Special Use Fees will remain in effect. 

Specifically, upon request by the Council, institutions will provide documentation 

certifying the date a Special Use Fee was implemented, annual amounts of fee revenue 

generated to date, uses of fee revenue, the amount of fee revenue or agency bond 

funds used to finance facilities that support student activities and services, and the 

number of years the fee will remain in place. 

Asset Preservation Fee Exception Policy 

During the 2017-18 tuition setting process, campus officials asked if the Council would 

consider allowing institutions to assess a new student fee, dedicated to supporting 

expenditures for asset preservation and renovation projects, that would be exempted 

from tuition and fee caps set annually by the Council. Toward the end of calendar year 

2017, staff worked with campus presidents, chief budget officers, and Budget 

Development Work Group members to draft a proposed exception policy that could be 

presented to the Council for review and approval. 

On February 2, 2018, the Council adopted an Asset Preservation Fee Exception Policy 

that allowed each institution the option to implement a student fee for asset preservation 

that would not be considered by staff when assessing compliance with Council 

approved rate ceilings. Under the new policy, an institution could request, and the 

Council could approve, a new mandatory fee supporting the renovation or renewal of 

existing instructional facilities and neither the percent, nor the dollar increase associated 

with that fee would count toward a rate ceiling established by the Council. 

Specifically, an Asset Preservation Fee was defined in the policy as follows: 

An asset preservation fee is a mandatory, flat-rate fee that has been approved 

by an institution’s governing board, the revenue from which shall either be 

expended upon collection on asset preservation and renovation and fit-for-use 

capital projects or used to pay debt service on agency bonds issued to finance 

such projects, that support the instructional mission of the institution. Thus, by 

definition, fee revenue and bond proceeds derived from such fees shall be 

restricted funds for the purposes of financing asset preservation and renovation 

projects. 
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The rationale for this exception stemmed from a desire on the part of stakeholders to 

address an overwhelming asset preservation and renovation need ($7.3 billion in 2013) 

through sizable and sustained investment in existing postsecondary facilities and the 

realization that this could best be accomplished through a cost-sharing arrangement 

involving the state, postsecondary institutions, and students and families. The 

implementation of an optional student fee with revenue dedicated to supporting asset 

preservation projects was seen as the best way to ensure the ongoing participation of 

students and families in the cost-sharing approach. 

Fees that qualified for an Asset Preservation Fee exemption were for a fixed, recurring 

amount that could not increase over time. For this reason, during the process of 

establishing tuition and fee ceilings, Council staff deducts these fees from total tuition 

and fees before applying a percent increase parameter. This keeps the fees at the 

same amount each year until they expire. In other words, percent increase parameters 

adopted by the Council are applied to current-year base rates. Base rates are defined 

as total tuition and fee charges, minus any Special Use Fees or Asset Preservation 

Fees previously approved by the Council, and minus an existing agency bond fee at 

KCTCS (i.e., BuildSmart Investment for Kentucky Competitiveness Fee).  

At the time when the exception policy was established, the Council did not expect Asset 

Preservation Fees that qualified for an exemption under the policy to remain in effect in 

perpetuity. To be eligible for an exemption, a requesting institution was required to have 

a plan in place for the eventual elimination of the proposed fee within 25 years of its 

initial implementation date. 

Between June 22, 2018 and April 26, 2019, the Council approved Asset Preservation 

Fee exception requests for four institutions. Although several institutions have asked 

about an Asset Preservation Fee exception since 2019, the Council changed its stance 

on allowing exemptions from rate ceilings. Declining enrollment at most institutions, 

precipitated by decreasing numbers of high school graduates and falling college 

participation rates, brought about a renewed focus on affordability and increased 

transparency in college pricing. 

For several years, it has been a common practice for the Council to count all increases 

in mandatory fees toward tuition and fee rate ceilings and to not allow exceptions from 

the price caps. For this reason, the Asset Preservation Fee Exception Policy will be 

terminated beginning in academic year 2025-26. 

Although institutions will no longer be able to request exemptions from tuition and fee 

rate ceilings, periodic reporting requirements for Asset Preservation Fees will remain in 

effect. Upon request by the Council, institutions will provide documentation certifying the 

date an Asset Preservation Fee was implemented, annual amounts of fee revenue 

generated to date, uses of fee revenue, the amount of fee revenue or agency bond 
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funds used to finance facilities that support the instructional mission, and the number of 

years the fee will remain in place. 

Ongoing Usage 
Once an Asset Preservation Fee is approved by the Council, revenue generated from 

the fee may be used for ongoing asset preservation, renovation and fit-for-use projects 

with institutional board approval.  

Asset preservation, renovation and fit-for-use project(s) financed with asset preservation 

fee revenue shall comply with all statutory requirements pertaining to the approval of 

capital projects (KRS 45.750, KRS 45.763, KRS 164.020 (11) (a), KRS 164A.575).  
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