EXECUTIVE SUMMARY
Introduction

“Although we face a biennium in which we must do more with fewer resources, we must not lose sight of our goal to raise the standard of living and quality of life for all Kentuckians.  This budget proposal strikes a balance between honoring our commitments and maintaining the fiscal responsibility I’ve advocated since the first day I assumed the Office of Governor.  This is a budget of promises kept.”







Governor Paul Patton







2002-2004 Executive Budget

The General Assembly and Governor Paul Patton have been instrumental in advancing postsecondary education.  Governor Patton continues to make postsecondary education a key component of his vision for Kentucky.  The Governor advanced an Executive Budget to the 2002 General Assembly that was based on the following:  “a belt-tightening principle of agencies and programs having to live with the same dollars for the next two years that they have to spend in the current fiscal year, which has already been cut by 5% from the amount originally budgeted.”  This is not the case for postsecondary education.  Governor Patton stated, “In postsecondary education, we continue to be committed to the Bucks for Brains program, support for enrollment growth at our universities, and fund our financial aid and scholarship commitments.”

Although there is no enacted biennial budget at the time of printing this budget, both the House of Representatives and Senate include proposed budgets reflecting a total postsecondary education funding increase of approximately six percent for 2002-04.   Draft budgets include a state appropriation increase of $4,327,100 or a 6.4 percent increase for Western Kentucky University in 2003-04.  It is anticipated that the General Assembly will provide additional funds that will benefit Western Kentucky University, and these funds will be allocated to the Regional University Excellence Trust Funds.  The trust funds will be allocated to Western as matching funds 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 11.4 percent since fall 1998, will enable the University to continue its contributions to postsecondary education reform implementation.

The Combined Budgets

Western Kentucky University’s 2002-03 Combined Budgets is a financial plan developed with consideration of the opportunities of the 21st Century and the external and internal strategic expectations for the University.  This, too, is a “budget of promises kept.”

The Western Kentucky University 2002-03 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 for these projects, and the current status of these projects.  

The Combined Budgets includes the following components:

-Revenue summary;

-Expenditure summary by organizational area and an expenditure summary by program    

 classification structure;

-Budget narratives by area that summarize programmatic expectations and financial 

  information; 

-Expenditure detail by account, and

-Proposed and underway capital projects.

Operating Budget
The Western Kentucky University 2002-03 Combined Budgets, that is being submitted to the Board of Regents for approval on May 31, 2002, is the University’s financial plan for the fiscal year beginning July 1, 2002 and ending June 30, 2003.   The Board of Regents is being asked to approve this budget contingent upon the General Assembly approving a biennial budget.

The first step in building the 2002-03 Operating Budget occurred when the Board of Regents approved the 2002-03 Tuition Schedule at its August 17, 2001 meeting.  Even last summer, the Administration was concerned about the projected weak financial outlook for the Commonwealth. The Board of Regents acted upon the tuition recommendations with the intent that the funds generated from the tuition increase would ensure that the 2002-03 budget would fund an average salary increase of four percent for faculty and staff.  This promise was made regardless of what funding was to be provided by the State.

With the assistance of the Budget Council, the 2002-03 Institutional Budget Priorities were identified and subsequently approved by the Board of Regents.  Based on these priorities, proposed allocations of tuition funds and reallocation of the existing budget were submitted by the Budget Council to President Gary A. Ransdell for approval. The budget being advanced to the Board of Regents for its approval, includes a majority of these funding recommendations as proposed by the Budget Council.  The Budget Council was commended for delivering a balance budget recommendation and a well-balanced set of funding initiatives to the President. 

President Ransdell, however, chose not to accept some of the proposed reallocations and the lack of funding for several initiatives.  Thus, President Ransdell made the decision to fully fund selected items and, in turn, budget nonrecurring funds to balance the budget.  

This recommendation to balance the budget with $842,000 in nonrecurring funds is advanced because of the significant increase in State Funds anticipated in 2003-04.  All funding items being recommended are of such importance that none should be delayed another year.  Thus, the budget recommendation is to use one-time funds that will be replaced with recurring funds in the next budget.  The University is fortunate to have a growing student body and an anticipated growing state appropriation in the second year of the biennium that makes the first budget year possible.

2002-03 Institutional Budget Priorities

Through the allocation of projected increases in tuition and state appropriations revenue and through reallocation of existing budgeted funds, Western’s 2002-03 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 (cost-of-living, equity adjustments, and merit pools in recognition of outstanding performance), to improve the market competitiveness of the University’s salaries (market adjustment pools), 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, both on campus and at extended campus sites, 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 also will be required for opening the new Media and Technology Hall.
· Provide permanent funding for needs that have been met routinely by nonrecurring allocations.  Funds are needed for continued implementation of selected items that are in the University’s Strategic Plan and for which no permanent funding has been identified in previous budgets.
· Develop marketing program to ensure desirable applicant pool and optimum enrollment.   Funds are needed to aggressively seek applicants and to ensure an enrollment of expected quality and quantity.
· Rebuild University contingency funds and identify opportunities to generate additional revenue.   Funds are needed to address unanticipated expenses, to take advantage of opportunities that may include public/private partnerships, and to fund start-up costs or studies of potential new revenue-generating initiatives.

There are numerous other needs identified for which no funding or inadequate funding is available.  Where feasible, additional funding must come from reallocations within divisions, carry forward funds, and fund balance allocations. 

The Operating Budget totals $193,293,000 with an Educational and General (E&G) budget of $178,085,000 and Auxiliary Enterprises budget of $15,208,000. This represents a total budget increase of 11.1 percent. The Educational and General budget increased by 10.6 percent.  The Auxiliary Enterprises budget increased by 17.5 percent.  The 2002-03 unrestricted E&G budget will increase 9.5 percent, and the restricted E&G budget will increase 13.9 percent over the 2001-02 approved budget.  

Revenue Highlights

The proposed 2002-03 Operating Budget includes the following primary sources of new support:

Tuition revenue
$7,131,000

Elimination of Extended Campus Fee
(300,000)

CPE State grant transferred to base budget
3,083,100

State adjustment to base budget, debt service
703,300

Base budget reallocations
1,304,000

Recurring reduction of State Appropriation
(1,061,000)

Fund Balance budgeted as support
842,000

Total  
$11,702,400

Western Kentucky University, as a publicly supported institution, derives the majority of its revenue from state appropriations and students' tuition.  The level of state appropriations is set by the Kentucky General Assembly, and we are budgeting the amount anticipated to be approved by the General Assembly. Western’s total state appropriation will increase 4.0 percent over the amount budgeted in 2001-02.  The change in state appropriation reflects three distinct adjustments:  1) recurring budget cut of $1,061,000; 2) transfer of $3,083,100 from Council on Postsecondary Education (CPE) Trust Funds (grant funds) to the base budget of the University; and 3) increase of $703,300 for the contractual obligations on existing state-supported bond issues. State appropriations will account for 39.6 percent of total E&G budget and 53.0 percent of the unrestricted E&G budget of the University.  

The second largest source of revenue to Western Kentucky University is tuition and fees.  The budget includes an increase of $7,074,000.  The Board of Regents approved the tuition rates that are included in the Tuition and Fees Schedule at the end of the Executive Summary.  This is the first year that mandatory student fees, with the exception of the Student Athletics Fee, have been combined into one tuition charge.  The Operating Budget includes the anticipated revenue based on the 2002-03 tuition rates and a projected enrollment equal to the actual enrollment from 2001-02.  Tuition and fees revenue will account for approximately 28.5 percent of the total E&G budget and 38.2 percent of the unrestricted E&G budget of the University.   

The CPE 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 this proposed budget, tuition and fees will account for 43.1 percent of this total.

The unrestricted E&G revenue includes a projected increase of  $181,000 from facilities and administrative cost recovery on grants and contracts.  This projected increase of 18.2 percent reflects the significant growth in extramural funding.  With the return to self-operated Health Services, this budget reflects budgeting fees to be charged to its patients.  Also included in this budget are increases of $459,000 in Athletics self-generated income, $57,000 in POD Professional Services income generated by Ogden College of Science and Engineering, and $52,000 in added revenue to support the Center for Gifted Studies.

As previously described, the projected revenue includes “Budgeted Fund Balance as Support.”  The $842,000 necessary to balance this budget will be available from unbudgeted tuition revenue from 2001-02.

The restricted budget includes an increase of approximately $5.6 million for student financial aid.  The budget includes an increase of  $3.0 million for Pell Grants and $3.1 million for the College Access Program and the KEES Program.  Due to implementing governmental accounting standards in 2002-03, there is a change in the accounting for scholarships from the WKU Foundation, Ogden Foundation and the College Heights Foundation.  The budget shows an elimination of revenue from these sources.  It should be noted that there will likely be an increase, not a decrease, of support from these foundations to support additional scholarships for WKU students.

The Auxiliary Enterprises 2002-03 revenue estimate increases by $2,264,000.  The majority of this increase is accounted for by the University Bookstore, the beverage 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 2002-03 budget priorities approved by the Board of Regents, it is proposed that new funds be allocated to address the following budget priorities:

· Recruit and retain quality faculty and staff. 

       Average increase of four percent for filled and vacant positions


  and on budgeted personnel pools (graduate assistants and 

  part-time faculty)
3,277,000

Increase University health insurance contribution to

  $341 per month per full-time employee (January 2003)
482,000

Workers compensation program cost increase
50,000

Faculty promotions
52,000

Gender/ethnicity equity adjustments 
113,000

Fair Labor Standards Act compliance, police
42,000

Market adjustments (faculty, staff, administrative)
338,000


Summer School faculty stipends
586,000

  Subtotal
4,940,000

· Assure academic quality in addressing enrollment growth. 

Restricted fee-supported programs
545,000

Faculty positions, hired Fall 2001 
402,000

CPE grants transferred to Academic Affairs base budget:

  Enrollment Growth, Faculty Development, and Action Agenda
3,083,100

Assure academic quality in addressing enrollment growth. (Cont.)
Financial Affairs:  Accounts Payable position, GASB

  implementation position, and student workers for 

  Shipping and Receiving (including move requests)
90,000

Financial Affairs enrollment growth funding for postage and

  printing of student bills
20,000

Budget restoration:  Health Services
438,000

Inflationary budget increase, Libraries books and periodicals
116,000

Rate increases for scholarships, grants-in-aid, faculty/staff
376,000

Herald scholarships
8,000

Shuttle Service for students
35,000

Distance learning platform cost increase
60,000

Internet access cost increase
36,000

Desktop license cost increase
19,000

  Subtotal
5,228,100

· Improve our physical resources.  

       Maintenance position, Jones-Jaggers facility
17,000


       Six months funding for Media and Technology

  Hall, partial funding of maintenance and utilities
298,000

Sodexho contract increase
27,000

Parking and Traffic improvements
58,000

         Subtotal
400,000




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

       Matching incentive for grants and contracts
80,000

       Banner HR positions, permanent funding
64,000


       Equal Opportunities position, permanent funding
37,000

       State adjustment for debt service, existing bonds
703,300

       Development Office operating, permanent funding
150,000

         Subtotal
1,034,300

· Develop marketing program to ensure desirable applicant pool and optimum enrollment. 
As this priority is addressed, it will be necessary for any funding requirements to be addressed with reallocation of existing resources.

· Rebuild University contingency funds and identify opportunities to generate additional revenue.

       Management and Information Systems Department, faculty position

  match to be matched with a faculty position funded by private funds

  or reallocation of a budgeted position outside of the department

100,000


Total Proposed Allocations
$11,702,400

With this proposed budget, more than $5.6 million is dedicated to compensation-related initiatives.  Thus, the  proposed budget meets the “promise” made by the Board of Regents and the Administration of providing an average merit-based salary increase of four percent. The gender/ethnicity equity and market adjustments reflect only 75 percent of the total cost since these adjustments will not be allocated until October 1, 2002.  The proposed allocation for maintenance and utilities reflects an expectation that Media and Technology Hall will be open for only six months of the next fiscal year.

Thus, the $842,000 plus the balance needed to fully fund the market, gender and ethnicity adjustments ($149,000), and the six months costs for maintenance and utilities associated with Media and Technology Hall will need to be the first call on new State funds when the University builds the 2003-04 budget.  In effect, we are spreading the first year expenses across both years of the biennium, thus reducing the amount of uncommitted revenue in the second year.  It is anticipated that revenue will be enhanced also in the second year of the biennium by revenue growth from tuition and internal reallocations.

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 Services.  

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 are anticipated to be authorized by the General Assembly until 2004.  Thus, Western Kentucky University’s number one project requested from the State, completion of the Thompson Science Complex project, will remain unfunded until the next legislative session.  Western Kentucky University, however, is pleased that the General Assembly authorized the Diddle Arena Renovation project.  This project is made feasible by a multi-party partnership, which includes the City of Bowling Green, who will issue general obligation bonds on behalf of the University.  

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 Capital Budget reflects continued work on such projects as the Kentucky Museum, Thompson Science Complex renovation, the Integrated Engineering Applications Laboratory (combined with Thompson Complex project), and the development of the Center for Research and Development.

The Capital Budget, which includes funding for new and continuing projects, totals $117,799,294.   The Capital Budget is summarized as follows: $76,500,000 for new construction and major renovations; $28,758,000 for capital maintenance and campus improvements on Educational and General facilities; $1,021,294 for annual lease payments (computers, distance learning, networking, busses, and telephone systems); and $11,520,000 for Auxiliary Enterprises capital projects (i.e., Downing University Center).

