EXECUTIVE SUMMARY

A Centennial Reflection


Western Kentucky University has 100 years of rich history although the use of the word “rich” may have never been used in an operating budget.  The first classes, with an enrollment of slightly less than 800 students, commenced at the Western Kentucky State Normal School in January 1907.  On August 1, 1908, President Henry Hardin Cherry submitted a report of the receipts and disbursements of the Western Kentucky State Normal School from January 1907 to August 1, 1908.  The report, which was submitted to the State Superintendent of Public Instruction, reported an ending balance of $152.28 in the bank and estimated liabilities of almost $7,000.  The state appropriation for this period was $50,000, and tuition revenue totaled $9,026.49. 


In 1954, under President Paul L. Garrett’s leadership, the Board of Regents approved the first operating budget for Western State College.  A letter from the Deputy Commissioner of the State Department of Finance to the President states:

In compliance with your request that the Department of Finance work with you in the preparation of the 1954-55 operating budget for Western State College, several members of the Department have spent much of the past three weeks working with the College staff on this project.  The attached recommendations constitute little more than an outline upon which an operating budget can be based.  It is fully recognized that many items in the proposed budget may need adjustments which only those of long experience in and intimate knowledge of the College are qualified to make.  I believe, however, that the record of past income and expenditures and the estimates of 1954-55 income and expenditures provide a sound basis for the formulation of the operating budget presented.

Furthermore, additional recommendations were made regarding the fiscal administration of Western Kentucky State College including the following:

It is recommended that an annual internal operating budget be made an integral part of the day-to-day administration of the College… When any enterprise becomes as large and complex as Western State College, a well-planned and realistic budget is an almost indispensable tool of effective administration.


The approved budget was $1,263,000 with a budgeted state appropriation of $669,950 and tuition and incidental fees accounting for approximately $108,000.  The budget was built with the expectation of 1,500 students attending in fall 1954.  One dollar per student was collected and pledged to retirement of bonds on Cherry Hall.  


More important than the numbers, though, was the Board of Regent’s commitment to the development of annual operating budgets that “can provide control and guidance of all spending throughout the fiscal year.”  We celebrate the 52nd operating budget of WKU.

 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


For postsecondary education, the 2006 Session of the General Assembly started out very positively with the noted support of the Administration.  The final enacted 2006-08 budget includes an increase in funding for colleges and universities, adult education, trust funds/incentive funding, and the Council on Postsecondary Education (CPE) operations and programs.  The funding level, however, represents 52.0 percent of the CPE’s biennial budget recommendation and is not distributed among institutions as was recommended by the CPE.  The following summarizes increases approved for the 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.


In regard to funding for Western Kentucky University, 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)


Kentucky Academy for Math and


         Science, Operating
500,000
2,300,000


Subtotal

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


Regional Stewardship (CPE)




  Estimated Allocation
200,000
300,000


Total

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


Capital Budget funding and authorizations are more limited than WKU’s request for the biennium, but it is anticipated that the needed capital projects will be addressed by the General Assembly at the next available time.  Specific projects authorized by this biennial budget are listed in the Capital Budget Summary.

This biennial budget represents a positive endorsement of postsecondary education by the General Assembly and by the Administration. Strategic investments are being made to improve the quality of life for Kentuckians and to ensure a growing, vibrant economy.  

Statewide and WKU Strategic Plans: Priorities and Outcomes


Western Kentucky University 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.  


Western Kentucky University’s 2002-06 Strategic Plan, Challenging the Spirit, and annual progress reports demonstrate that Western Kentucky University’s accomplishments and priorities are important to achieving the Commonwealth’s goals.  WKU strategic goals are as follows:

Strategic Plan Goal 1:  Increase Student Learning: Promote learning that fully develops individual potential and produces nationally and globally competitive graduates for the workforce.

Strategic Plan Goal 2: Develop the Student Population: Attract, retain and graduate an increasingly diverse, academically talented, and achievement-oriented student population.  

Strategic Plan Goal 3:  Assure High-Quality Faculty and Staff: Attract, retain and support high-quality faculty and staff.
Strategic Plan Goal 4:  Enhance Responsiveness to Constituents: Respond to educational, social, cultural, and economic development needs through increased outreach, applied scholarship, and innovative opportunities for lifelong learning.

Strategic Plan Goal 5:  Improve Institutional Effectiveness: 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, the need to closely align budget allocations with strategic planning priorities, and the use of assessments in all units to promote continuous improvement.  All administrative, academic support and student services units participate in the institutional assessment process.  

As described in WKU’s 2004-05 Progress Report, much has been achieved.  Highlights include: 
· The accreditation of the joint engineering programs (electrical, mechanical and civil) 

(Goal 1); 
· A substantial increase in the number of enrollments in distance learning (Goal 2); 
· An increase in the diversity of faculty and administrative/professional staff and the achievement of the institutional diversity goals in the Kentucky Plan for Equal Opportunities (Goal 3); 
· The successful recruitment and involvement of a large number of alumni volunteers in the life of the institution (Goal 4); and 
· The substantial increase in external financial resources, in terms of gifts and pledges, and grants and contracts, dedicated to supporting WKU mission and goals (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 undergraduate applicant pool of 8,500.  The applicant pool for fall 2005 was 9,996.  All indications are that the applicant pool for fall 2006 will again reflect a new record high. 


Although total enrollment appears stable, growth potential at especially extended campuses and online is tremendous.  The most recent fall enrollment data show the following history:
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One strategic priority of WKU, which is always a factor in developing an operating budget, is providing competitive salaries for faculty and staff.  The Strategic Plan includes the performance objective of achieving “salary levels for full-time faculty (by rank) that are at least equivalent to the 55th percentile salaries of the CPE benchmark institutions.”  The following table compares fall 2005 salaries by rank to WKU’s benchmark institutions.
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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 2006-07 Budget

The Western Kentucky University 2006-07 Budget is WKU’s financial plan for the fiscal year beginning July 1, 2006 and ending June 30, 2007, 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); 

-  Expenditure Summary by Program Classification Structure (PCS);  

-  Budget Narratives by area that summarize Strategic Plan priorities and budget 

     information by category of expense; 

-  Expenditure Detail by unit, 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 funds for student financial aid and extramural funding 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.  

Operating Budget Summary


The 2006-07 Operating Budget and the dollar and percent increases, in comparison to the 2005-06 budget, are distributed as follows:

	
	2006-07 Budget
	Dollar Increase
	Pct Increase

	Total Budget
	$293,754,000
	$21,168,000
	7.8%

	    Total E&G
	276,316,000
	20,241,000
	7.9%

	        Unrestricted E&G
	214,951,000
	21,501,000
	11.1%

	        Restricted E&G
	61,365,000
	(1,260,000)
	(2.0%)

	  Total Auxiliary Services
	17,438,000
	927,000
	5.6%


Revenue Highlights


Western Kentucky University, as a publicly-assisted institution, derives the 65.0 percent of its operating revenue from state appropriation and tuition and fees.  The state appropriation is set 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 2006-07 Tuition and Fees Schedule is provided at the end of the Executive Summary. 


The largest source of revenue to Western Kentucky University is tuition and fees. The Operating Budget includes the projected revenue based on the 2006-07 tuition and fees rates and actual enrollment from fall 2005.  Tuition and fees also include graduation fees, Student Athletic Fee, Campus Rebuilding Fee, distance learning instruction, Correspondence Study course fees, and course-specific fees that are returned to the respective units.  The budget includes tuition and fees totaling $110.3 million which is an increase of $16,024,000 or 17.0 percent over the 2005-06 budget.  

The second largest source of funding for Western Kentucky University is from the Commonwealth of Kentucky.  The 2006-08 Biennial Budget includes a state appropriation increase of $2,185,400 for FY 2007.  The FY 2007 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.  


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


2005-06
15,460
74,836,600
4,841



7 Yr Pct Change


8.0%

2006-07 (Budgeted)
15,460
76,553,200
4,952





1 Yr Pct Change

2.3%

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


                     Academy for Math and Science.

State appropriation will account for 29.0 percent of total E&G budget and 37.3 percent of the unrestricted E&G budget of WKU.  Tuition and fees revenue will account for approximately 39.9 percent of the total E&G budget and 51.3 percent of the unrestricted E&G budget of WKU.  

   
The proposed 2006-07 Operating Budget includes the following projected additional state appropriation and tuition revenue available for allocation:


Budgeted State Appropriation and Tuition/Fees Revenue Increase


Fall and Spring Semesters
$12,871,000

Summer Semester
243,000
Winter Term
1,419,000

Campus Rebuilding Fee
1,327,000

Student Athletic Fee
47,000

DELO Dual Credit
98,000


State Appropriation, Operating
1,716,600
State Appropriation, KY Math and Science Academy
500,000

State Appropriation, Debt Service, Existing Bonds
(31,200)




Increase Available for Allocation
$18,190,400

The unrestricted E&G revenue includes the following noteworthy changes:  

· The Division of Extended Learning and Outreach (DELO) continues to grow with the increasing popularity of online courses and dual credit.  DELO is being budgeted with an increase of $1,028,000 from tuition revenue based on actual enrollment in FY 2005.
· Restricted tuition-supported programs will receive a modest increase based on the Higher Education Price Index (HEPI).
· The Campus Rebuilding Fee was approved for spring 2006 semester; however, the budget was not established until the FY 2007 budget.  A budget of $1,327,000 is being established in anticipation of agency bonds being issued for Preston Center Expansion, Academic/Athletic #2, and Van Meter Hall Renovation.  If bonds haven’t been authorized for issuing bonds, the funds will be used for design and smaller projects with a scope of less than $600,000.

· Study Abroad, Field Experience, is being estimated at $400,000 in recognition of fees to be collected and expended in support of student travel.
· Parking-related revenue is estimated to increase $440,000 to reflect fee increases and enhanced enforcement.  The revenue is a key component of a multi-year parking and transportation enhancement plan.

Also included in the unrestricted budget is an estimated increase of $9,861,000 in net assets to be carried forward from 2005-06 for designated capital and operating costs.


Restricted Funds, including grants and contracts and student financial assistance, comprise 20.9 percent of the total budget. The restricted budget includes a decrease of $1,260,000.  The projected revenue for grants and contracts is being held at the 2005-06 budget level based on increased competitiveness for grants and contracts and potential reductions in funding at the state and federal level.  The reduction in student financial assistance reflects actual receipts of FY 2006.  The decrease in funding for Pell Grants is due to a federal change in the calculation of eligibility.  The change has resulted in reduced eligibility amounts for some students and elimination of eligibility for others.  College Access Program (CAP) eligibility is tied to Pell eligibility; thus, the estimate has been reduced.  The amount budgeted for the KEES Program has been increasing steadily since it was first implemented.  Students now have reached their maximum of five years of eligibility.  It is anticipated that this funding amount will remain relatively stable.  Funding for the SEOG Program has been cut at the federal level.

The Auxiliary Enterprises 2006-07 revenue estimates are being increased by a total of $927,000 above the approved 2005-06 budget.  The increase is accounted for primarily by higher reimbursed costs from the WKU Student Life Foundation.  

Graph 1 summarizes 2006-07 budgeted unrestricted E&G revenue by source. 
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Total Budgeted Revenue by Source (Including Restricted and Auxiliary Enterprises):


Tuition and Fees
$110,274,000



State Appropriation
80,224,200



Restricted Funds




  Grants, and Contracts
32,116,000





  Student Financial Assistance
29,249,000



Carryforward
9,861,000



Other

14,591,800


Auxiliary Enterprises
17,438,000


TOTAL
$293,754,000

Expenditures Highlights


Graph 2 summarizes the 2006-07 budgeted unrestricted E&G expenditures by organizational area.  The Narrative section of the budget sets forth each division’s programmatic priorities for FY 2007.
· The Division of Academic Affairs, including institutional scholarships and fellowships, totals $129.5 million and accounts for 60.2 percent of the unrestricted E&G budget.  
· The Division of Student Affairs and Campus Services, the second largest division, has a budget totaling $28.7 million and accounts for 13.3 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.
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*Other includes Office of the President, General Counsel, Governmental Relations and University-Wide.

The following table provides the proposed additional state appropriations and tuition/fees revenue allocations.  They are summarized by priority:  (1) fixed costs, (2) previous budgetary commitments, (3) compensation, (4) retirement benefits, (5) facility/safety enhancements, and (6) Strategic Plan implementation.
	                                       PROPOSED 2006-07 BUDGET ALLOCATIONS
	

	1
	KERS Rate Increase
	280,000

	1
	Faculty Promotions
	213,000

	1
	Postage Rate Increase (Allocate to VP's for Redistribution)
	27,000

	1
	Utilities (17% Increase)
	1,159,000

	1
	Scholarship/Fellowship Increases (Includes TN Reciprocity)
	1,891,900

	1
	Scholarships Rate Increases (Fac/Staff & Dep Child)
	218,000

	1
	DELO 20% Margin (Fall/Spring)
	402,000

	1
	DELO 20% Margin (Summer)
	306,000

	1
	DELO 20% Margin (Winter)
	222,000

	1
	DELO Dual Credit
	98,000

	1
	Restricted Tuition HEPI 3.5%
	278,000

	1
	Campus Rebuilding, Phase I - Debt Service
	5,606,000

	1
	Campus Rebuilding, Phase I - Debt Service Summer
	296,000

	1
	Summer School
	(387,000)

	1
	Winter Term
	1,197,000

	1
	Campus Rebuilding, Phase II Debt Service/Planning for Capital Projects
	1,327,000

	1
	Student Athletic Fee
	47,000

	1
	Graduate Assistantships to Offset Tuition Increase
	214,000

	1
	Windstar Software for International Reporting
	10,000

	1
	SCT Maintenance/Blackboard Increase
	91,000

	1
	General Institutional Expenses
	60,000

	1
	Post Office Personnel (Student Employment)
	18,000

	1
	Wellness Position
	75,000

	1
	Health Insurance (second six months)
	152,000

	1
	Equity Adjustments (second six months)
	75,000

	1
	State Appropriation-Existing Debt Service
	(31,200)

	1/5
	Environmental Health and Safety (Testing)
	58,000

	
	SUBTOTAL
	13,902,700

	2
	Parking and Transportation Plan Implementation (Yr 5 of 10)
	58,000

	2
	Information Technology Staffing (1/2 funded in FY06)
	26,000

	2/5
	Police Staffing (1/2 funded in FY 06)
	87,000

	
	SUBTOTAL
	171,000

	3
	3% Salary Incr (Incl. Contingency, PT Fac, PT, OT, Occasional, Coop Teachers & Vacants)
	3,301,700

	
	SUBTOTAL
	3,301,700

	4
	ORP Supplement to Maintain 6.64% Contribution
	238,000

	
	SUBTOTAL
	238,000

	6
	Extended Hours, Student Success Center
	62,000

	6
	Part time Staff Tuition Benefit
	15,000

	6
	Kentucky Math and Science Academy
	500,000

	
	SUBTOTAL
	577,000

	 
	TOTAL
	18,190,400



Graph 3 summarizes the 2006-07 budgeted unrestricted E&G expenditures by major classification. 
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Approximately 60.3 percent of the budget is for personnel costs (primarily salary and benefits for employees and student workers) and 20.2 percent is for operating expenses. Approximately 6.4 percent is allocated for student financial aid (excluding student employment).  The remaining 13.1 percent is allocated for debt service, capital outlay, and utilities. 


The personnel costs budget includes approximately 1,800 full-time, filled positions and 140 full-time, vacant positions.  Faculty positions account for approximately 42.0 percent of the unrestricted E&G budgeted positions.  

  Total Budgeted Expenditures by Major Classification (Including Restricted and Auxiliary Enterprises):

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:


State General Fund Bond



Construct College of Education Building
35,000,000



Agency Bonds/WKU Funds/Private Funds


Renovate Academic/Athletic Bldg #2



  WKU Funds/Private Funds
3,000,000



  Agency Bonds
25,500,000



WKU Funds



Renovate/Expand Carroll Knicely Center
3,500,000



Upgrade IT Infrastructure*
2,000,000



Capital Projects Pool*
10,195,000



Convert WKYU-FM and WKYU-TV to Digital*
500,000



Renovate Faculty House
500,000



Purchase Property for Campus Expansion*
3,000,000



Performance Contracting (Guaranteed Energy Savings)
TBD



Federal Funds



Construct Agriculture Research Services Lab
22,825,000



Construct Mesonet Weather Monitoring System**
3,000,000

  *Scope authorized by the General Assembly; actual budget to be determined based on available funds.

**Includes operating and equipment start-up costs.
Tuition and Mandatory Student Fees Schedule

Per Semester



Fall 2006
Summer 2007

Student Level
Spring 2006
Spring 2007
Rate per Credit Hour

Undergraduate


Resident
$2,736
$2,976
$248


Nonresident
6,444
7,200
600


Incentive
3,360
3,684
307

Graduate


Resident
2,986
3,260
326


Nonresident, International
7,066
7,910
404


Nonresident, Domestic
3,256
3,570
357

Distance Learning (Per Credit Hour)


Undergraduate
274
298
298


Graduate
358
391
391













Personnel�
�
 $136,708,263 �
�
Operating Expenses�
    82,832,816 �
�
Utilities�
�
      8,710,520 �
�
Capital Outlay�
�
      7,380,791 �
�
Student Aid�
�
    42,775,129 �
�
Debt Service�
�
      15,346,481 �
�
TOTAL�
�
 $293,754,000 �
�
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