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APPROVAL OF Oakland University

Proposed General Fund Budget and Tuition and Fee Rate Increase For Fiscal Year 2003
Recommendation

Introduction

This agendum item requests Board of Trustees approval of the FY 2003 General Fund Budget.  Highlights and assumptions for this budget proposal are described below.  

The FY 2003 budget materials are similar in format to those presented for the FY 2002 budget.  Exhibit I is an overview of the proposed FY 2003 General Fund budget, compared to the FY 2002 budget approved by the Board last August, with the addition of FY 2001 year-end encumbrances and carryforward amounts.  

Exhibit II provides detailed budget information for each major academic and operating unit of the University, showing the FY 2002 adjusted budget, the elimination of one-time funds awarded in FY 2002, major proposed changes for FY 2003 with explanations, and the proposed FY 2003 budget.  Exhibit II also illustrates the budget performance indicators for each of the major operating and academic units, as well as a rough estimate of tuition revenue generated by academic units.

Exhibit III is the proposed Schedule of Tuition and Fee Rates for FY 2003, explained in further detail below.

Economic Assumptions

A first step in constructing the annual General Fund budget is a review of general economic conditions and their likely impact on Oakland University.  As we begin the 2003 fiscal year, our review of economic forecasts leads us to the following assumptions:

The U.S. and Michigan economies experienced swift economic slowdown in 2001.  Recovery has been slow, requiring the state to hold higher education appropriations to FY 2002 levels.  As a result, because one-time funding mechanisms have been discontinued, the state appropriation to Oakland University in FY 2003 is projected to be $565,776 less than the FY 2001 level.  This, coupled with continual inflationary pressures has created additional resource allocation constraints and challenges for the university.

Fiscal Year 2003 Revenue Assumptions

Fiscal Year Equated Students (FYES) for FY 2003 are projected to increase to 13,300 FYES, a 5.6% increase over the actual 12,600 FYES projected for FY 2002, and 8.1% increase over the 12,300 budgeted FYES for that year.  The enrollment target is an essential factor in projecting tuition and fee revenue.  In recent years, as the state has

recognized enrollment levels in its allocation of state funds, enrollment growth has had an impact on our state appropriations. This year, flat appropriation levels will make it very difficult, particularly for growing public universities, to conduct operations.  We are hopeful that recent signs of economic improvement continue during FY 2003 and that future year appropriations will continue to recognize Oakland University’s growth.   

This budget proposes tuition and fee rate increases that are within the guidelines established by the legislature in its decision to hold appropriations at FY 2002 levels.  The proposed new resident undergraduate average tuition and fee rate at 30 credit hours is $5,031, an increase of 8.47 over the FY 2002 amount.

Exhibit III illustrates the revised tuition and fee rates that are proposed for FY 2003.  Included is a $5 increase in the General Service Fee to support continued expansion and improvements in campus parking, as well as a $2 increase in the recreation center fee to support the operation of the center.  The Rec Center fee has not been increased since its implementation in Fall 1998, and personnel, equipment and supplies costs have continued to rise since that time.

The recommended tuition and fees increase together with the increased enrollment is projected to generate $8.2 million in tuition and fee revenue over the projected actual for FY 2002.  Of this $8.2 million increase, approximately $5.3 million is generated from the projected enrollment increase.  

The budget for Indirect Cost Recovery revenue has been increased by $200,000 (15.4%) to reflect growth in our grants and contract activity.  

FY 2003 Non-Discretionary Cost Increases

The first draw against available additional revenues is for cost increases the university is required to pay.  Anticipated or already negotiated employee compensation increases make up the largest single non-discretionary cost increase for the University.  A total compensation increase for FY 2003 of $3.9 million over FY 2002 is proposed.

An upward trend in commercial insurance premiums became evident shortly before September 11, 2001 and accelerated in the last quarter of 2001.  Insurance price increases have occurred in all lines of coverage with broad estimates for policy increases ranging between 30% and 100% depending on deductible elections.  An 

increase of $303,393 has been included in the General Fund for FY 2003.  This is over

a 60% increase from the FY 2002 budget.  MUSIC is continuing to work aggressively with providers in an attempt to limit the impact of significantly higher insurance premiums.

The new School of Education and Human Services building will open in August 2002.  The budget includes $538,855 for operational support for this facility.  Also included in the budget is $67,725 of operational support for the new parking structure, scheduled to open in the fall.  These operating cost increases include funding for utilities, custodial services and building operations.

The university has projected cost savings of $160,000 from a new energy metering and monitoring initiative.  The General Fund portion of these savings is approximately $94,000 and has been included as a reduction in the university’s purchased utilities budget.

Budget Priorities

The FY 2003 budget continues to place priority on meeting the needs of a growing student population and maintaining quality in academic programs and support services.  The budget includes an increase of $500,000 and the reallocation of an additional $1.5 million for new faculty positions related to continuing enrollment growth for on-campus courses, as well as replacements for some vacant faculty positions.  An additional $855,000 budget increase is recommended to support growth in off-campus (incentive based) programs, including both faculty and support.   Priority has been given to critical operating needs in Academic Affairs.  An additional allocation of $150,000 has been included for Kresge Library serial subscriptions and books.  Other increases are provided for part-time faculty, advising, technology and other support staff in various units within Academic Affairs.  Enhancements in the Instructional Technology Institute, and Information Technology will be funded with a $300,000 allocation.  These and other increases are detailed in the attached materials.

While not a mandatory cost increase, Oakland University's Board of Trustees has long followed a policy of increasing student financial aid programs to reflect higher tuition and fee rates and enrollment growth.  A financial aid increase of $420,118 provides increased funding to meet this policy. The university has adopted financial statement presentation changes recommended by GASB 34 and 35 and NACUBO (National Association of College and University Business Officers) principles for financial 

statement presentation.  As a result, institutional financial aid has been shown as an offset to revenues since FY 2002.

Various other program increases to address longstanding needs in non-academic departments are detailed in the attached budget materials. 

Recommendation
WHEREAS, with the close of the current fiscal year, a new General Fund Budget and Tuition and Fee Rates for the coming year require Board of Trustees approval; now, therefore, be it

RESOLVED, that the Board of Trustees approve the FY 2003 General Fund Budget at an expenditure level of $121,057,331 and approved encumbrances and carry forwards from the June 30, 2002 fund balance.  See Exhibit II for detail; and, be it further

RESOLVED, that the Board of Trustees approve the attached schedule, Exhibit III, of Recommended Tuition and Fee Rates for fiscal year 2003; and, be it further

RESOLVED, that the Board of Trustees approve a FY 2003 adjustment for non-represented employees effective July 1, 2002, of a 4.0% average pool for each employee subgroup, as follows: Group I, Executives and Deans; Group II, Academic Administrators, Administrative-Professionals, and Individual Contract employees;  Group III, Non-Represented Clerical-Technical and Miscellaneous Employees.  The distribution for individual employees within each group will be based on an assessment of performance or merit, with the exception that the distribution for Administrative-Professional and Individual Contract employees will be based on a combination of compensation structure range movement and meritorious performance.

Attachments

Exhibit I -
 Proposed General Fund Budget

Exhibit II - 
General Fund Budget Expenditures (by unit)

Exhibit III – 
Schedule of Tuition and Fee Rates
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