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Agendum

Oakland University

Board of Trustees Special Formal Session

June 25, 2008

General Fund Budget and Tuition Rates

for Fiscal Year 2009

A Recommendation

1.
Division and Department:  Finance and Administration, Budget and Financial Planning Office
2.
Introduction:  Board of Trustees (Board) approval is requested for the FY2009 General Fund budget and tuition rates.  Highlights and assumptions for this budget proposal are described below.

Attachment A is a FY2009 Budget Preparation Briefing.  

Attachment B is the detailed FY2009 Proposed General Fund Budget which provides detailed budget information for each major academic and operating unit of Oakland University (University) and a comparison to the actual FY2008 General Fund budget. 

Attachment C is the proposed Schedule of Tuition Rates Effective Fall Semester 2008.

Economic Considerations:

State funding of higher education in Michigan continues to be unstable.  The State’s current year budget was approved by the legislature and Governor only after an unprecedented one month extension into the State’s new fiscal year, several months later than usual.  Recent revenue consensus conferences have reported that the current year State budget will end the year balanced, however, projections for next year’s State revenues suggest a $470 million shortfall.  With a relatively new business tax structure, high and rising unemployment, and continued population decline, State funding for higher education is in danger of being further eroded.

The Governor and Senate have each proposed a 3% increase in State appropriations.  The House of Representatives has proposed a 2.7% increase.  The timing for passage of the State appropriation bill is unknown.  With continuing State funding uncertainty, the University’s FY2009 Proposed General Fund Budget is based on a flat appropriation.
State Appropriation History:

The University’s final FY2008 appropriation of $51,932,900 is below that of FY2001 ($52,950,476).  Continual Executive Orders and operation reductions have eroded State appropriations.  The result of these ongoing base appropriation reductions continues to deteriorate State funding per Fiscal Year Equated Student (FYES) during a time of strategic enrollment growth at Oakland University.  Historically, the University has been under-funded by the State on a per FYES basis as compared to the other fourteen four-year public universities in Michigan.  In FY2008, the University’s appropriated per FYES funding was $3,645 as compared to the state average of $5,742.  Only two universities received lower per FYES state funding.
Tuition History:

The University’s tuition increases in dollars over the past ten years (FY1998 – FY2008) were below the state average by $131 ($4,022 vs $4,153). The University’s FY2008 undergraduate resident tuition rates were below the state average by $178 ($7,928 vs $8,106).  Over 45% of Oakland University students receive non-loan financial aid (scholarships, grants and other awards), with an average aid package estimated at $4,364 for FY2009.  When this aid is netted against proposed tuition rates for these students, their average net cost to attend will be $4,062 in FY2009.
Cost Containment and Budget Reduction History:

For more than a decade, the University has accumulated data on implemented cost containment initiatives totaling over $13 million of permanent and one-time savings.  In addition, including the FY2007 appropriation reductions, the University has managed nearly $18 million in permanent and one-time budget reductions.  The total $31 million in cost containment and budget reductions included eliminating positions, reducing program offerings, further deferring needed maintenance, renegotiating contracts, refinancing debt, outsourcing, and implementing lean academic and administrative practices.  The University’s combined cost of educating a student -- appropriation per FYES plus tuition per FYES -- is fourth lowest in the state.  Compared to the state average, Oakland University’s General Fund budget is $3,955 less per student, substantiating that Oakland University is an efficient and lean organization.
Protecting the Core Education of Students:

With State funding as a percentage of the University’s General Fund budget dropping to an all-time low, and cost containment and budget reduction initiatives continuing, tuition increases are necessary to protect the core education of Oakland University students.  The University’s economic and societal impact on the state and region have been steadily increasing over the past decade – due to strategic planning, aggressive fiscal management, outstanding faculty and staff, and creative partnerships with business, industry and the community.  To maintain Oakland University’s distinctive and valued educational programming and service, additional revenue is needed to adequately fund operations for the benefit of our students and the health of the state’s economy. 

Highlights of the FY2009 Proposed General Fund Budget:

Revenue:

1. Flat State appropriation of $51,932,900.

2. FYES enrollment of 15,023, a projected increase of 222 students.

3. Average undergraduate in-state tuition increase of $498.75 for full-time students, approximately $17 per credit hour.

4. Increases in student financial aid funding of $3.2 million, a 27% increase.

Expenditures:

1. Projected total compensation costs (salaries, wages, fringe benefits) are budgeted to increase $2.8 million, primarily driven by collective bargaining agreements (four collective bargaining agreements are currently being negotiated).

2. Purchased utilities increase of $384,784, 10% campus-wide (including Auxiliary operations), primarily driven by increased electric, oil and natural gas prices.

3. Operating budget funding required for approved course offerings with related faculty appointments (reflecting program growth and market demand), debt service obligations and other contractual obligations.

Depending on the results of the State’s FY2009 budget and continued monitoring of State revenue forecasts, the University may need to consider a midyear budget adjustment.  Alternatively, if FY2009 appropriations are received in excess of budget, the proceeds will be used to benefit students by upgrading classrooms and laboratories.
3.
Previous Board Action:  On July 11, 2007 the Board approved the FY2008 General Fund budget and tuition rates.

4.
Budget Implications:  Approval of the FY2009 Proposed General Fund Budget and the Schedule of Tuition Rates Effective Fall Semester 2008 provides the needed authorization for assessing students and expending University resources for instructional, programmatic and operating needs.
5.
Educational Implications:  Provides General Fund budget for academic programming.
6.
Personnel Implications:   Provides General Fund budget for personnel.

7.
University Reviews/Approvals:  The FY2009 Proposed General Fund Budget and the Schedule of Tuition Rates Effective Fall Semester 2008 were developed by the Budget and Financial Planning Office and reviewed by the Vice President for Finance and Administration, President, and Student Leadership.

8. Recommendation:

           WHEREAS, the FY2009 Proposed General Fund Budget and Schedule of Tuition Rates Effective Fall Semester 2008 require Board of Trustees approval; now, therefore, be it

              RESOLVED, that the Board of Trustees approves the FY2009 General Fund Budget at an expenditure level of $175,043,579 (see Attachment B for detail) and approved encumbrances and carry-forwards from the June 30, 2008 fund balance; and, be it further


RESOLVED, that the Board of Trustees approves the Schedule of Tuition Rates Effective Fall Semester 2008 (see Attachment C for detail); and, be it further

RESOLVED, that the Board of Trustees approves the spending of General Fund revenues generated from any enrollment in excess of that budgeted to adequately cover the instructional, programmatic and operating expenditures necessary to support higher than budgeted enrollment levels; and, be it further

RESOLVED, that the Board of Trustees approves expenditure of excess appropriations received to benefit students by upgrading classrooms and laboratories.
8.
Attachments:
A. FY2009 Budget Preparation Briefing

B. FY2009 Proposed General Fund Budget

C. Schedule of Tuition Rates Effective Fall Semester 2008

   Submitted to the President
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