EXECUTIVE SUMMARY

 2006-08 Biennial Budget Overview

Higher education does equal higher return:  for our citizens, for our society, and for our economy….My budget includes a $140 million or an 8 percent increase in total funding for postsecondary education this biennium.



Governor Ernie Fletcher



2006 Budget Address to the General Assembly


In his 2006 State Budget Address, Governor Fletcher reiterated several of the Commonwealth’s goals including:

· Move Kentucky from 44th to at least 25th in high school diplomas by 2025;
· Move Kentucky from 42nd to 20th in attracting high-tech jobs by 2020;

· Move Kentucky from 45th to at least 25th in per capita income by 2025; and

· Bring Kentucky’s health status to at least the national average during the next decade.


The 2006-08 biennial budget represents a positive endorsement of postsecondary education’s role in facilitating the Commonwealth’s achievement of its goals. Strategic investments are being made to improve the quality of life for Kentuckians and to ensure a growing, vibrant economy.  


For postsecondary education, the 2006 Session of the General Assembly started out very positive with the noted support of the Administration.  The final enacted 2006-08 budget included an 11.4 percent increase in funding for colleges and universities, adult education, trust funds/incentive funding, and the Council on Postsecondary Education (CPE) operations and programs.  It was very promising for Kentucky’s colleges and universities when the General Assembly directly appropriated an additional $21 million above the Executive Budget recommendation because funding of postsecondary education is considered essential, not optional.


The following summarizes increases approved for postsecondary education institutions:
· Base funding increases to the institutions of $88 million over the biennium ($20 million in 2007 and $68 million in 2008);

· Performance funding of $1 million in 2008;

· Regional Stewardship Program funding, for comprehensive universities, of $1.2 million in 2007 and an additional $2.4 million in 2008;

· Research support for UK and UofL of $1.5 million in 2007 and an additional $1.5 million in 2008; and
· Workforce Development/Transfer Program funding for KCTCS of $300,000 in 2007 and $900,000 in 2008.


The 2006-08 enacted budget represented 52.0 percent of the CPE’s biennial budget recommendation.  Although it is a solid financial commitment to postsecondary education, much more needs to be done to achieve the Commonwealth’s educational, economic development and quality of life goals.  Enrollment and baccalaureate degree targets, to be achieved by 2020, have been set for each of the colleges and universities.  Western Kentucky University’s goals are to increase its undergraduate enrollment by 72 percent and its baccalaureate degreed conferred by 100 percent.  The financial commitment of the General Assembly is necessary to make these goals a reality.

In regard to funding for WKU, the following state appropriation increases are included in the enacted budget:




2006-07
2007-08


Base Operating Funds
$1,716,600
$5,762,400


Debt Service, Existing Bonds
(31,200)
(1,890,400)


Academy of Math and Science

         in Kentucky, Operating
500,000
2,300,000


Subtotal

$2,185,400
$6,172,000


Regional Stewardship (CPE grant to WKU)




  Infrastructure Allocation
200,000
300,000


     Total

$2,385,400
$6,472,000


Actual and budgeted State support per FTE student are as follows:




State Appropriation


Year
FTE Students
State Appropriation
Per FTE Student



1998-99
12,055
$54,040,300
$4,483


2006-07
15,490
76,553,200
4,942




8-Yr Pct Change


10.2%

2007-08 (Budgeted)
15,490
82,315,600
5,314





1-Yr Pct Change

7.5%

Note:  The State support per FTE student calculations exclude state-supported debt service and the 


                     Academy of Math and Science.  Projected 2007-08 is based on fall 2006 enrollment.

Capital Budget funding and authorizations were more limited than WKU’s requested for the biennium, but it is anticipated that the needed capital projects will be addressed by the General Assembly at the next available time.  

Statewide and WKU Strategic Plans: Priorities and Outcomes


WKU remains committed to the Postsecondary Education Reform Act of 1997 and the Council on Postsecondary Education’s Five Questions – One Mission:  Better Lives for Kentucky’s People, A Public Agenda for Postsecondary and Adult Education, 2005-2010.  Our common goal is to improve Kentucky’s economic base and quality of life for its citizens.  


As reflected in the 2007-2012 Strategic Plan, Challenging the Spirit, and annual progress reports, WKU’s accomplishments and priorities are important to achieving the Commonwealth’s goals.  

Our vision is bold:  WKU – A leading American university with international reach.  The five Strategic Goals are consistent with the University’s mission to prepare students to be productive, engaged leaders in a global society, provide service and lifelong learning opportunities for its constituents, and steward a high quality of life throughout its region.  To this end, WKU strategic goals are as follows:

Strategic Goal 1:  Increase Student Learning

Promote learning that fully develops individual potential and produces graduates who can successfully live, work, lead, and contribute to society in a global context.

Strategic Goal 2:  Grow a High Quality, Diverse, and Engaged Student Body

Attract, retain, and graduate an increasingly diverse, academically-talented, and achievement-oriented student population.

Strategic Goal 3:  Enrich Academic Excellence through Premier Faculty and Staff

Attract, retain, and support high quality, diverse, and technologically competent faculty and staff.

Strategic Goal 4:  Improve the Quality of Life in Kentucky and Beyond

Respond to educational, social, cultural, and economic development needs through increased outreach, applied scholarship, research, public service, and innovative opportunities for lifelong learning.

Strategic Goal 5:  Enhance the Financial, Physical, and Resource Capacities of the University

Expand institutional capacity and commit to continuous improvement of institutional effectiveness and efficiency in all programs and services.


Strategic Plan action plans are developed and evaluated annually as a tool for continuous improvement.  This process includes outcomes assessment, the need to increase external financial resources to support WKU’s mission and goals, the use of technology to improve processes and improve responsiveness to institutional needs, and the need to closely align budget allocations with strategic planning priorities.  All administrative, academic support and student services units participate in the institutional assessment process.  

As described in WKU’s 2005-06 Strategic Plan Progress Report, much has been achieved.  Selected highlights include: 
· Significant increases in student participation in a variety of meaningful engagement experiences including volunteerism, study abroad, leadership activities, internships, collaborative living/learning environments, and diversity programs; (Goal 1) 

· Increases in both the total participation in and the total number of completers of the WKU Honors Program; (Goal 2) 

· Substantial increases in faculty rank promotional adjustment amounts; (Goal 3)
· Recruiting and involving large numbers of alumni volunteers in the life of the institution as well as significant increases in community support of athletic events; (Goal 4) and 

· Progress on numerous capital construction and renovation projects that add significant value to overall quality of students’ educational experiences (Goal 5).


A key strategic indicator in developing any operating budget is student enrollments.  Strategic Plan Goal 2 sets forth aggressive enrollment goals for numerous sectors of our enrollment base (e.g., international students, minority students, distance learning).  A strategic goal was set to reach an annual applicant pool of 8,500.  The applicant pool for fall 2006 was 10,184.  All indications are that the applicant pool for fall 2007 will again reflect a new record high and the yield will result in the highest enrollment in WKU history.

In summary, WKU’s Strategic Plan is about enhancing academics – the strength of our faculty, students and programs – and the Western experience.  It is this Plan that guides WKU’s program decisions and directs allocations of resources.  WKU has made significant progress even during severe State fiscal constraints.  It is noted, however, that achievement of some performance indicators is not a function of increased funding.

Proposed 2007-08 Budget

The WKU 2007-08 Budget is WKU’s financial plan for the fiscal year beginning July 1, 2007 and ending June 30, 2008, and it includes the proposed Operating Budget and Capital Budget.  The budget document includes the following components:

-  Revenue Summary;

-  Expenditure Summary by Organizational Area (Unrestricted, Restricted, and Auxiliary 

     Enterprises) and Program Classification Structure (PCS);  

-  Narrative by area that summarizes Strategic Plan priorities and budget 

     information by category of expense; 

-  Glossary of Terms and Abbreviations; 
-  Expenditure Detail by unit (not included in the Summary 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 appropriation and tuition and fees - - and restricted revenue (e.g., federal and state funds for student financial aid and for grants and contracts).  Auxiliary Enterprises revenue is derived from the self-supporting activities of WKU 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.  It is noted that the General Assembly authorizes a maximum funding for each project.  However, depending on funding available, some projects may be completed at less than the authorized amount or in a year other than the year authorized.
Operating Budget Summary


The 2007-08 Operating Budget and the dollar and percent increases, in comparison to the 2006-07 budget, are distributed as follows:
	
	2007-08 Budget
	Dollar Increase
	Pct Increase

	Total Budget
	$314,642,000
	$20,888,000
	7.1%

	    Total E&G
	295,605,000
	19,289,000
	7.0%

	        Unrestricted E&G
	236,014,000
	21,062,000
	9.8%

	        Restricted E&G
	59,591,000
	(1,773,000)
	(2.9%)

	  Total Auxiliary Services
	19,037,000
	1,599,000
	9.2%


Revenue Highlights

The 2007-08 budgeted revenue by source is summarized as follows: 
Total Budgeted Revenue by Source






    Amount

Pct of Budget

Tuition and Fees
$120,082,000
38.2



State Appropriation
86,396,200
  27.4  




Restricted Funds




  Grants, and Contracts
29,116,000
9.2


  Student Financial Assistance
30,475,000
9.7


Net Asset Allocation
13,774,000
4.4


Other

15,761,800
5.0


Auxiliary Enterprises
19,037,000
6.1


     TOTAL
$314,642,000
100.0


The proposed 2007-08 Operating Budget includes the following projected additional state appropriation and tuition revenue available for allocation:


State Appropriation, Operating
$  5,762,400 


State Appropriation, Academy of Mathematics and Science
   2,300,000 


State Appropriation, Debt Service on Existing Bonds
 (1,890,400)


Tuition, Fall & Spring
   6,735,000 


Tuition, Summer
      182,000 


Tuition, Winter 
      200,000 


Reallocation of ORP Savings Due to Rate Reduction
      453,000 


DELO Online Learning (Fall, Spring, Winter  & Summer)
        69,000 


DELO Contract Learning
      188,000 


Student Athletic Fee
   2,302,000 


     TOTAL REVENUE INCREASE
$16,301,000 


WKU, as a publicly-assisted institution, derives 66 percent of its operating revenue from state appropriation and tuition and fees.  The state appropriation is appropriated by the Kentucky General Assembly.  Setting the tuition and fees rates is the responsibility of the Board of Regents and subject to approval by the Council on Postsecondary Education.  The 2007-08 Tuition and Fees Schedule is provided at the end of the Executive Summary. 


The largest source of revenue to WKU is tuition and fees. The Operating Budget includes the projected revenue based on the 2007-08 tuition and fees rates and actual enrollment from fall 2006.  Tuition and fees also include graduation fees, Student Athletic Fee, distance learning instruction, Correspondence Study course fees, and course-specific fees that are returned to the respective academic departments.  The budget includes tuition and fees totaling $120.1 million which is an increase of $9,808,000 or 8.9 percent over the 2006-07 budget.  Tuition and fees revenue will account for approximately 40.6 percent of the total E&G budget and 50.9 percent of the unrestricted E&G budget of WKU.

The second largest source of funding for WKU is from the Commonwealth of Kentucky.  The FY 2008 state appropriation enhances WKU’s base operating budget, provides operating support for the Kentucky Academy of Math and Science, and funds anticipated costs for existing state-supported bond issues.  The budget includes state appropriations totaling $86.4 million which is an increase of $6,172,000.  
State appropriation will account for 29.2 percent of total E&G budget and 36.6 percent of the unrestricted E&G budget of WKU.  

The unrestricted E&G revenue includes the following noteworthy increases:  
· Course-specific fees are estimated to increase $107,000 due to increased enrollment in courses with higher costs for supplies;
· A new revenue estimate is being added to the budget, in the amount of $135,000, from a fee assessment to incoming freshmen to support the Academic Transitions Program;

· Kelly Autism Program’s income estimate of $45,000 reflects anticipated fee for services generated by its academic, social and emotional communication, and transitional services offered to students and the community;

· An additional $100,000 will be budgeted for Combustion Lab to reflect anticipated increase in testing services;
· The Student Athletic Fee is estimated to increase by $2,302,000 as approved by the Board of Regents for I-A Football commitment;
· Athletics is projecting increased revenue from both men’s basketball ticket sales of $148,000 and football game guarantees of $250,000;

· The WKU Center for Research and Development’s leasing income estimate is being increased by $264,000 reflecting an operating lease between the WKU Foundation and WKU shifting full management responsibility and lease payments of the Center to WKU; and

· Budgeted Net Asset Allocation (Carry Forward) estimate is being increased by $3,913,000 to more accurately reflect balances that will be allocated in FY 2008.


Also included in the FY 2008 unrestricted revenue is a change in Restricted Tuition whereby previously designated amounts are being combined with unrestricted tuition revenue and with a fixed expenditure budget allocation.  The change shows as a reduction in the Restricted Tuition revenue, but it does not change the expenditure budget for those respective programs.  The remaining programs supported by Restricted Tuition will be allocated tuition revenue based on a specific fee amount and the actual enrollment each semester.

Restricted Funds, including grants and contracts and student financial assistance, comprise 18.9 percent of the total budget. The restricted budget includes a decrease of $1,773,000 from the 2006-07 budget.  The projected revenue for grants and contracts expenditures is being lowered by $3 million based on increased competitiveness for grants and contracts and potential reductions in funding at the state and federal level.  The increase in student financial assistance reflects actual awards data and the budgeting of two new federal programs:  National Science and Mathematics Access to Retain Talent (SMART) and Federal Academic Competitiveness Grants (FACG).

The Auxiliary Enterprises 2007-08 revenue estimates are being increased by a total of $1,599,000 above the approved 2006-07 budget.  The increase is accounted for primarily by higher reimbursed costs from the WKU Student Life Foundation and a modest increase in revenue from Bookstore sales.
Expenditures Highlights


The 2007-08 budgeted expenditures, by major classification of expenditure, are summarized as follows: 

Major Classification
Amount
Pct of Budget

Personnel
$147,341,992
46.8



Operating Expenses
89,783,700
  28.5  




Utilities

9,060,520
2.9



Capital Outlay
6,835,364
2.2


Student Aid
47,538,781
15.1


Debt Service
14,081,643
4.5


      TOTAL
$314,642,000
100.0


The proposed expenditure budget is based on incremental budgeting or the presupposition that collectively the priorities and allocations of the current budget remain appropriate.  Within divisions, reallocations may occur to better align resources with strategic priorities.  Programs responsible for generating revenue are allocated the projected revenue increases or decreases.  A majority of these programs are called “Revenue Dependent” which identifies them as programs responsible for funding all of their programmatic needs.  Revenue Dependent programs’ budgets are listed separately in the Expenditure Summary as the last listing within the Educational and General Budgeted Expenditures, Unrestricted Funds by Organizational Area.


The proposed additional state appropriations and tuition/fees revenue allocations represent the most significant sources of incremental funding to adjust the current year’s budget.  These allocations addressed the following needs: (1) unavoidable projected costs increases, (2) strategic initiatives, and (3) other campus priorities.

PROPOSED BUDGET ALLOCATIONS


UNAVOIDABLE PROJECTED COST INCREASES


Debt Service on Existing Bonds
(1,890,400)


Minimum Wage Increase
300,000


KERS Rate Increase
132,000


Restricted Tuition, Fall/Spring
368,000


Restricted Tuition, Summer
(267,000)


New Facilities, Maintenance and Utilities
753,000


Graduate Fellowships (tuition increase offset)
123,000


Faculty Promotions
246,000


Utilities
200,000


Scholarships, Deficits and Tuition Rate Increase
977,000


Graduate Fellowships for International Students
131,000


Misc Software Increases for Information Technology
49,000


Insurance Premium Increase (fire & tornado)
100,000


External Auditor Increase
15,000


Summer School (based on stable enrollment)
449,000


Winter
200,000



     Subtotal
1,885,600


STRATEGIC INITIATIVES


The Academy of Mathematics and Science, Operating Funds
2,300,000


Academy Instructional Costs
687,000


Libraries
250,000


Owensboro/Elizabethtown Expand Programs
300,000


Educational Leadership Doctoral Program
225,000


Honors Program
250,000


Study Abroad Program
200,000


Minority Recruitment/Need Based Scholarships
185,000


Clinical Education Complex
200,000


Associate VP Research/Development
300,000


Rural Mobile Health/Environmental Health & Safety Units
341,000


Institutional Advancement
375,000


Nursing Positions
60,000



     Subtotal
5,673,000


OTHER CAMPUS PRIORITIES



4% Salary Increase Pool
4,474,400


1% Operating Increase
300,000



Parking & Transportation (Year 6 of 10)
58,000


Garrett Conference Center Utilities, Moved to E&G
150,000


Division of Extended Learning and Outreach
257,000


Faculty Mkt Adjustments to Achieve Higher In-state Comparison
317,000

Athletics Department/Div I-A Football
2,302,000

Graduate Fellowships (Tuition Waiver)
200,000

Office of Associate VP Campus Services, Moved to E&G
183,000

New Staff Positions
501,000

     Subtotal
8,742,400

     TOTAL PROPOSED EXPENDITURES
16,301,000

The unrestricted Educational and General (E&G) budgets represent 75 percent of WKU’s total budget and where WKU has the most flexibility in allocating its resources.  Thus, it is important to highlight how these funds will be expended.  Graph 1 summarizes budgeted unrestricted E&G expenditures by major classification of expense.
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The personnel expenditures include salary and benefits for approximately 1,851 full-time, filled positions and 179 full-time, vacant positions.  Faculty positions account for approximately 41 percent of the unrestricted E&G budgeted positions.  Also included in personnel costs are pool budgets for part-time faculty and staff, graduate assistants, and student workers.

Graph 2 summarizes 2007-08 budgeted unrestricted E&G expenditures by organizational area.  The Narrative section of the budget sets forth each division’s strategic priorities for FY 2008.
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*Other includes Office of the President, General Counsel, Governmental Relations and University-Wide.

· The Division of Academic Affairs, including institutional scholarships and fellowships, totals $145.3 million and accounts for 61.6 percent of the unrestricted E&G budget.  
· The Division of Student Affairs and Campus Services, the second largest division, has a budget totaling $30.7 million and accounts for 13 percent of the unrestricted E&G budget.  
· Other includes Office of the President, General Counsel, Governmental Relations, and University-Wide.  The most significant funding items in University-Wide include funding for campus facilities improvement projects and funding for the debt payments on both state-supported and agency-supported bonds.

Capital Budget Summary


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.  For selected projects, there is a link between the Operating Budget and the Capital Budget.  For example, the State or WKU 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 includes anticipated capital projects that will be under way next year or are currently under way including the source of funding, estimated cost, and the status of each respective project.  These authorized projects will address many of the projects identified in WKU’s Six-Year Capital Plan and the Deferred Maintenance Plan. 


The following high-priority capital projects are included in the enacted 2006-08 Biennial Budget and 2004-06 Biennial Budget:


State General Fund Bonds



Construct College of Education Building
$35,000,000


Renovate Science Campus, Phase II
33,000,000


State General Fund Bonds/Agency Bonds/University Funds



Academy of Mathematics and Science
11,803,000


Agency Bonds/University Funds/Private Funds




Renovate Academic/Athletic #2 
49,781,000


South Campus Improvements
8,550,000



IT Infrastructure
1,000,000



Health Services Clinic
5,750,000


University Funds/Private Funds


Capital Projects Pool
10,195,000


Primary Electrical System – Phase IV
1,987,000



Student Publications Building
1,600,000



Renovate Faculty House
500,000




Purchase Property for Campus Expansion
3,000,000


Performance Contracting (Guaranteed Energy Savings)
TBD        




Renovation/Expansion of Carroll Knicely Center
3,500,000




Renovate Electrical Distribution
4,500,000




Federal Funds



Construct Agriculture Research Services Lab
22,825,000




Construct Mesonet Weather Monitoring System
3,000,000


TUITION AND MANDATORY STUDENT FEES SCHEDULE
PER SEMESTER



Summer 2008
Student Level
FY 2007
FY 2008
Rate per Credit Hour

Undergraduate


Resident
$2,976
$3,208
$267

Nonresident
7,200
7,735
645

Incentive
3,684
3,967
331
Graduate


Resident
3,260
3,507
351
Nonresident, International
7,910
8,487
434

Nonresident, Domestic
3,570
3,839
384
Distance Learning (Per Credit Hour)


Undergraduate
298
320
320



Graduate
391
421
421
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