EXECUTIVE SUMMARY
The General Assembly and Governor Paul Patton have been instrumental in advancing postsecondary education, even during very difficult fiscal times. Significant efforts have been made to minimize the fiscal impact of State revenue shortfalls on colleges and universities.  Postsecondary education is recognized as a key component for improving Kentucky’s economic base and quality of life for its citizens.  

The 2003 General Assembly enacted the 2002-04 Biennial Budget (House Bill 269) that includes a 2002-03 budget reflecting a 2.5 percent recurring state appropriation reduction for colleges and universities in comparison to the 2002-03 Executive Spending Plan. The 2003-04 budget includes a planned state appropriation increase of 2 percent for colleges and universities. The budget reduction and planned increase were distributed in a manner that took into account enrollment growth and the funding model of the Council on Postsecondary Education.  For Western Kentucky University, the budget includes a state appropriation reduction of 2 percent in the 2002-03 budget and a planned state appropriation increase of 4.4 percent in 2003-04.

The Enacted Budget also provides additional funds that will benefit Western Kentucky University through the Regional University Excellence Trust Fund.  The Trust Fund includes an allocation of $4,759,000 for Western, to be matched with private gifts, for building the University’s endowment and enhancing academic programs.

The 2003-04 State commitment to increasing the University’s base funding, consistent with our enrollment growth of 19.5 percent since fall 1998, will enable the University to continue its contributions to the implementation of the Postsecondary Education Reform Act of 1997.  However,  a significant infusion of state funds will be necessary for Western to fully meet the Commonwealth’s vision of a higher level of educational attainment and quality of life for its  citizens.  To ensure the highest quality of instructional programs and services, that are fundamental to the desired economic development growth of the Commonwealth of Kentucky, future general assemblies and administrations will need to continue their investment in postsecondary education.

The Combined Budgets

The Western Kentucky University 2003-04 Combined Budgets contains the proposed Operating Budget and Capital Budget.  The Operating Budget includes Educational and General (E&G) and Auxiliary Enterprises revenues and expenditures.  E&G revenue consists of unrestricted revenue - - primarily state appropriations and tuition and fees - - and restricted revenue (e.g., federal funds for student financial aid and extramural funding for grants and contracts).  Auxiliary Enterprises revenue is derived from the self-supporting activities of the University such as housing (reimbursed costs from the Student Life Foundation), food services, and bookstore operations.  The Capital Budget provides a listing of major capital and lease/purchase projects, funding sources, and the current status of these projects.  

The Combined Budgets includes the following components:

-Revenue Summary;

-Expenditure Summary by Organizational Area (Restricted and Unrestricted) and an 

  Expenditure Summary by Program Classification Structure (PCS);  

-Budget Narratives by area that summarize programmatic expectations and financial 

  information; 

-Expenditure Detail by account, and

-Capital Budget.

Operating Budget
The Western Kentucky University 2003-04 Combined Budgets is the University’s financial plan for the fiscal year beginning July 1, 2003 and ending June 30, 2004. 

2003-04 Institutional Budget Priorities

Western Kentucky University’s 2003-04 Operating Budget reflects the following institutional priorities (not in priority order):

· Recruit and retain quality faculty and staff.  Funds are needed to provide salary increases in recognition of outstanding performance, to improve the market competitiveness of the University’s salaries, and to improve benefits with specific attention given to rising health insurance costs.
· Assure academic quality in addressing enrollment growth.  Funds are needed for additional faculty and staff positions and for operational costs to support enrollment growth.
· Improve our physical resources.   Funds are needed on an ongoing basis to address campus maintenance and utilities requirements and to protect the University’s investment in plant.  Funds are required for facilities maintenance and utilities associated with opening the new Multi Media and Technology Hall.
· Provide permanent funding for needs that have been met routinely by nonrecurring allocations.  Funds are needed for inflationary cost increases and continued implementation of selected items that are in the University’s Strategic Plan.  Funds are to be allocated for many items for which no permanent funding has been identified in previous budgets.
These priorities are to be achieved through the allocation of projected increases in tuition and state appropriations revenue and through reallocation of existing budgeted funds within divisions.  

There are numerous other needs identified for which no funding or inadequate funding is available.  Where feasible, additional funding will come from reallocations of budgets within divisions and carry forward funds (prior year balances) allocations. 

The Operating Budget totals $211,788,000 with an Educational and General (E&G) budget of $196,128,000 and Auxiliary Enterprises budget of $15,660,000. This represents a total budget increase of 9.6 percent over the approved 2002-03 budget. The Educational and General budget is being increased by 10.1 percent.  The Auxiliary Enterprises budget is being increased by 3.0 percent.  

The 2003-04 unrestricted E&G budget will increase by $15,764,000 or 11.9 percent, and the restricted E&G budget will increase $2,279,000 or 5.0 percent over the approved 2002-03 budget.  

Revenue Highlights

Western Kentucky University, as a publicly supported institution, derives the majority of its operating revenue from state appropriations and students' tuition and fees.  The level of state appropriations is set by the Kentucky General Assembly and setting the tuition and fees rates is the responsibility of the Board of Regents. The Board of Regents approved the tuition and mandatory student fees rates.  The Tuition and Fees Schedule and the Housing rates (approved by the Student Life Foundation) are provided at the end of the Executive Summary. 

The Council on Postsecondary Education’s Funding Model is based on tuition and fees accounting for not less than 37 percent of the total of state appropriation (less state-supported debt service) and tuition and fees.  Based on the proposed budget, tuition and fees will account for 48.3 percent of this total.

The largest single source of funding for Western Kentucky University is from the Commonwealth of Kentucky.  The 2003 General Assembly enacted a biennial budget that includes $72,040,100 in state appropriation for Western Kentucky University.  Western’s total state appropriation will increase $1,613,000 over the amount budgeted in 2002-03.  Included in the appropriation is $3,114,500 for the retirement of debt on Educational and General capital construction projects.  The state appropriation for 2003-04 reflects a budget restoration of  $1,402,100 that was cut from the University’s 2003-03 budget during the 2003 Session of the General Assembly

The second largest source of revenue to Western Kentucky University is tuition and fees. The Operating Budget includes the projected revenue based on the 2003-04 tuition and fees rates and actual enrollment from fall 2002.  Tuition and fees also includes Correspondence Study Course Fees and Course-Specific Fees that are returned to the respective units.  The budget includes total Educational and General tuition and fees totaling $64,444,000 which is an increase of $13,680,000 over budgeted 2002-03.   Within Auxiliary Enterprises revenue, the budget also includes restricted tuition of $1,517,000 (an increase of $137,000) for Student Centers. 

State appropriations will account for 36.7 percent of total E&G budget and 48.5 percent of the unrestricted E&G budget of the University.  Tuition and fees revenue will account for approximately 32.9 percent of the total E&G budget and 43.4 percent of the unrestricted E&G budget of the University.   

The proposed 2003-04 Operating Budget includes the following projected tuition and state appropriation available for allocation:

Projected Tuition Revenue Increase
$10,018,000


State Appropriation 



State Appropriation Operating Decrease, 2002-03 
(1,402,100)

State Appropriation Operating Increase, 2003-04
3,196,500 

State Appropriation Debt Service Decrease, 2003-04
(181,400)

State Appropriation Increase
 1,613,000 

Base Budget, Nonrecurring Funds
(842,000)

Total Increases Available for Allocation
  $10,789,000 

The unrestricted E&G revenue includes a projected increase of $247,000 from facilities and administrative cost recovery on grants and contracts.  This projected increase of 21.1 percent reflects the significant growth in extramural funding.  Also included in the unrestricted budget are revenue increases of $116,000 for Health Services, $127,000 for Athletics, $78,000 for the Center for Gifted Studies, $550,000 for POD Professional Services, and $229,000 for Parking and Traffic Improvements.  Due to current and projected investment performance, the investment income estimate is being revised downward by $169,000.  The residential long distance resale program revenue estimate is being lowered by $110,000 to reflect actual activity in 2002-03.  The budget shows the elimination of nonrecurring funds as a source to balance the budget.

The following new mandatory student fees have been approved by the Board of Regents and are being budgeted as follows:  Library, $339,000; Facilities Improvements Matching, $1,756,000; Student Radio Station, $85,000; and Parking and Transportation, $1,020,000.  The Library Fee will help to maintain adequate hours of operations, an appropriate array of books, periodicals, and on-line subscriptions, and new compact shelving to modernize the University Libraries.  The Facilities Improvements Matching Fee will allow the University to fulfill its obligation to match state funding for deferred maintenance.  The funds are pledged to the Electrical System Distribution Project.  The Student Radio Station Fee will create a permanent budget for operating costs, equipment upgrades/replacements, webcasting fees, promotionals, and ratings data subscriptions.  The Parking and Transportation Fee will allow the University to expand student parking, relocate part of the Department of Facilities Management to allow for additional parking capacity in the parking structure, and address replacement of shuttle buses.

The restricted budget includes an increase of approximately $500,000 for student financial aid and will be budgeted for the KEES Program.  The projected revenue for grants and contracts is being increased by $1,779,000 and is based on increases from both federal and state sources.

The Auxiliary Enterprises 2003-04 revenue estimate increases by $452,000 over the 2002-03 approved budget.  The majority of this increase is accounted for by the University Bookstore, the Aramark contract, and reimbursed costs from the WKU Student Life Foundation.

Graph 1 shows the distribution of budgeted E&G revenue followed by a table summarizing the total budget including Auxiliary Enterprises.

Expenditures Highlights

Consistent with the 2003-04 budget priorities approved by the Board of Regents, highlights of the budget recommendations include the following:

· The budget recommendations include over $6.4 million in funding for faculty/staff compensation (i.e., salaries and benefits) and new faculty and staff positions identified as needed especially due to enrollment growth pressures.  This represents approximately 59.6 percent of the tuition and state appropriation increase projected for 2003-04.

· Funding is being recommended that will allow the University to fully utilize the newly constructed Multi Media and Technology Hall.

· The budget recommendations include a $40/month per full-time employee increase in the University’s health insurance contribution.  This will make the University’s contribution $381/month to be effective January 1, 2004.   

· Funds are being provided to increase fellowships, scholarships, and grants-in-aid consistent with approved increases in tuition, mandatory fees, and housing charges, where applicable.

· An average of 3.7 percent in merit pools is being recommended to increase the salaries of full-time and part-time employees, pool budgets (part-time faculty and graduate assistantships), and budget lines for vacant positions.

· In addition to the 3.7 percent increase in the budgeted part-time faculty pool, a modest increase is being proposed to address the market issues surrounding the recruitment and retention of part-time faculty. 

· The budget includes a permanent allocation of $842,000 necessary to replace the nonrecurring funds used to balance the 2002-03 Budget.

· A modest increase is proposed for the General Institutional Expenses budget.

The proposed allocations by budget priority are as follows: 

Recruit and Retain Quality Faculty and Staff 



Estimated cost of a 3.7 percent salary pool (incl. benefits) 
$  3,044,300 


Faculty promotions
 36,000 


Increase part-time faculty stipends 
150,000 


Gender/ethnicity/market adjustments (effective 2002-03)
 310,000 


Summer School (incl. distance learning)
 636,000 


University health insurance contribution, increase of $40/mth


  Per full-time employee, effective January 1, 2004
541,000 


 KERS rate Increase 
265,000 


 Rate increases: workers compensation, unemployment and life insurance
58,000


 Governmental Relations part-time office support position
15,000 


 Faculty/staff and dependent child scholarships 
 209,000 


     Subtotal
 5,264,300 

Assure Academic Quality in Addressing Enrollment Growth 



 Distance Learning Education Program
 379,000 


 Restricted tuition allocations 
632,000 


 Scholarships/grants-in-aid, tuition/fees increase
966,000 


 International graduate nonresident tuition fellowships
1,263,000 


 Additional faculty positions (fall 2002), permanent funding
 500,000 


 Additional faculty positions for 2003-04 
500,000 


 New position in Billings and Receivables  
            27,000 


      New police officer position in Police Department
31,000 


 New network engineer position in Information Technology
57,000 


 New counselor position in Counseling Services  
            47,000 


      Subtotal 
       4,402,000 

Improve Our Physical Resources 



 Utilities budget and maintenance and utilities, Opening MMTH
  $   637,100 


 Agency bonds, partial funding of debt service
110,000 


 Parking and Transportation Committee, Plan implementation 
58,000

     Reduction in existing state-supported bonds payments
(181,400) 


      Subtotal  
623,700 

Provide permanent funding for needs that have been met routinely by nonrecurring allocations 



 Increase graduate assistantships 
            80,000 


 Recurring payment on IT network upgrade 
            50,000 


 Loan servicing system contract, Bursar’s Office 
            27,000 


 Faculty Computer Replacement Fund 
          100,000 


 Internet access and cost increases 
            48,000 


 Software maintenance and contract increases 
            14,000 


 Band scholarships 
            55,000 


 General Institutional Expenses budget cost increases 
 125,000 


     Subtotal
       499,000 

 Total Proposed Allocation 
     $10,789,000 

Other budget initiatives are identified in the respective division narratives included in this budget document.  These narratives serve as an important link to the University’s Strategic Plan.

Graph 2 shows the distribution of budgeted E&G expenditures followed by a table summarizing the total budgeted expenditures including Auxiliary Enterprises.  

Capital Budget
Capital expenditures are expenditures that create assets with a multi-year life (i.e., assets that will last for more than one budget period).  Capital projects are budgeted separately from the Operating Budget since the source of funding for capital projects is generally different from the source of funding for operating expenditures.  That is, most operating expenditures are financed from current recurring revenue sources such as state appropriation and tuition.  Many capital projects are financed from one-time revenue sources such as bond proceeds, allocations from the University’s fund balance, and interest income generated on capital construction funds maintained by the State Treasury.  

For selected projects, there is a link between the Operating Budget and the Capital Budget.  For example, the State or the University may choose to finance capital projects that are too costly to be paid for with cash in a single year.  This results in a debt service or lease/purchase payment obligation in the Operating Budget.

The Capital Budget identifies capital projects that are underway on campus, their current status, and the source of funds for each project.  These authorized projects will address projects identified in the University’s Six-Year Capital Plan and the Deferred Maintenance Plan.

Capital Budget Highlights

Because of the very tight budget circumstances of the State, no new state-funded projects were authorized by the 2003 General Assembly.  The General Assembly, however, did give universities some relief by allowing additional agency bonding authority.   Included in the budget is authorization to issue bonds for a parking structure addition, renovation of space at the Center for Research and Development for the expansion of the Materials Characterization Center, and renovation of Downing University Center.

Western Kentucky University has authorization to proceed with several University-funded projects that will have a major impact on the campus.  Such projects include an expansion of the current Campus Energy Conservation project, Primary Electrical System project, and upgrading the telephone infrastructure.  The Primary Electrical System project budget includes approximately $1.8 million in state funds.

Continued renovations and development will occur at the WKU Center for Research and Development.  The University will be initiating design and construction of a small business incubator with funds being committed by Tennessee Valley Authority (TVA) and the U.S. Economic Development Administration (EDA).

The Capital Budget, which includes funding for new and continuing projects, totals $115,255,000.   The Capital Budget is summarized as follows: $98,621,000 for new construction and major renovations, and $16,634,000 for capital maintenance and campus improvements.

Included in the Operating Budget is funding for 2003-04 lease/purchase payments totaling approximately $872,000.

