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Budget Process



MEMORANDUM

Date: December 8, 2006

To:  Members of the Council of Academic Deans and the Executive Committee,
Finance and Administration Directors and Faculty Senate Budget Committee
Chair

From: Lindsay Desrochers, Vice President for Finance and Administration
Roy Koch, Provost and Vice President for Academic Affairs

cc: President Daniel Bernstine; Vice President Cassie McVeety; and Interim
Vice President Henry Lazenby

RE: University Budget Planning 2007-2008

The purpose of this memorandum is to update the campus on the financial circumstances
that impact our 2007-2008 budget planning process. This information becomes the
starting point for developing our budget, using a process established last year by Vice
President Desrochers and Provost Koch. This process emphasizes broad consultation
across campus as well as comprehensive data and information gathering to inform our
decisions.

Context for Budget Planning

Given that 2007 is the first year of a two year biennium for State funding, the Oregon
University System (OUS) submitted its comprehensive two year budget proposal to the
Governor’s Office this Fall. In this proposal for a “foundational budget,” OUS sought
$920 million, which includes anticipated revenues of $82 million from tuition/fees and
other sources as well as a substantial increase of $188 million over the base budget.

The request for additional funding was meant to address concerns in areas such as faculty
salaries, faculty/student enrollments, enrollment growth, and support for regional
institutions as well as numerous programs such ETIC and statewide public service
programs. The proposal represented an aggressive attempt to reinstate state support for
OUS institutions.

The Governor has now announced his budget recommendations after evaluating all
agency proposals. The Governor has recommended a number of enhancements for the
OUS including a $40.7 million increase for all campuses’ operations. The latter includes
some funds for regional campuses, faculty salary increases, enrollment growth and
faculty/ student ratios as well as energy costs. Additionally, the Governor has supported
a significant amount of one time funds for deferred maintenance and capital projects.



Tuition and fees are proposed to be held at a 3.4% increase. Compensation increases for
all employees will be handled separately as explained below. (For further detail on the
Governor’s budget to go hitp.//www.oregon.gov/DAS/BAM/GRB0709.shtml).

The Governor’s proposals will go forward to the Oregon State Legislature in January.
From January until June, the Legislature will deliberate on the Governor’s
recommendations, making their own determinations, including the level of state funding
support for the OUS as well as decisions about allowable tuition and fee levels.

As a result of this process and timeline, OUS institutions will not likely know the
outcome of legislative deliberations before July 1, 2007. Once the legislative decisions
are made, the Chancellor’s Office will determine what the actual campus allocations will
be, a process that could require a number of weeks.

Additionally, the state strategy for collective bargaining with SEIU and Portland State’s
strategy with its own bargaining units, AAUP and AFT, must be determined. Bargaining
with SEIU usually starts early in the year, however, we have not yet been informed about
the timeline or the manner in which negotiations will proceed at the state level. Portland
State University usually begins its bargaining processes in March.

At the same time that the bargaining processes are underway the Legislature makes a
determination about necessary compensation funds, however actual compensation
allocations are usually held for a later action by the State Emergency Board.
Compensation decisions, and whether the State provides adequate funds to cover those
decisions, is the single most important factor in budget determination. We want to make
special note of the fact that last biennium’s compensation package (we are currently in
the second year of that biennium), did not fully fund those costs.

Thus, as we begin the campus budget planning process, we have an incomplete picture of
the major state revenue sources that will be available to the university. Still, it is
necessary to prepare a budget plan. But this plan will, of necessity, contain some major
contingencies and options for different levels of funding must be identified.

Budget Planning Process 2007-08

The objective of the campus budget planning process is to maximize the institution’s
ability to carry out its mission. Distribution of resources, whether in a tight budget
climate or more robust climate, should reflect institutional goals and priorities. To
achieve this we have commenced the budget planning process with an information and

data collection effort this fall. (See attached schedule).

Also this fall, the Vice President for Academic Affairs/Provost commenced an academic
priorities identification process for the next 3 to 5 years that will help inform this
budgetary planning process. Consultation on this process, including the Council of
Deans and other campus leaders is underway. Consultation with the faculty through a
Faculty Symposium in January is planned.


http://www.oregon.gov/DAS/BAM/GRB0709.shtml

Budget parameters and principles will be derived through this effort in addition to work
with the Faculty Senate Budget Committee. By February, the vice presidents will begin
deliberations on budget options. During the month of March there will again be
consultations with the Council of Deans, Faculty Senate Budget Committee and other
campus administrative leadership. Final recommendations, contingent upon actions of
the State concerning the state appropriation, as well as tuition and fee levels, will be sent
to the President for his review in late March. The president will make final decisions, still
contingent on the state actions, in April. In mid May, the University Budget Office will
provide information on preliminary (and contingent) allocations. Once the state process
is finalized, the allocations will be made permanent.

Budget Process/Goals

The budget planning process will involve actions which are strategic investments as well
as budget reductions or redirections in order to achieve the following goals:

Our first goal will be to address certain structural budget shortfalls that continue to
influence the outcome of end of year closing. These structural deficits should be resolved
so that programs are fully funded and budget management resides at the appropriate
level. Incumbent in resolving these problems is the need to maximize the efficiency and
productivity of class size, course offerings and scheduling.

A second goal will be to restore the fund balance to a safe level. This is necessary to stay
within OUS Board policy, but more importantly to have a sufficient reserve to at least
two months operations in the event of serious economic downturn, enrollment decline or
other unforeseen situations.

A third goal will be to align budget decisions with the principles identified in the
academic priority setting process. The University must make tradeoffs between programs
and cannot maintain an open ended approach to program support given our limited
resources. The academic planning process described above is intended to establish
criteria for this purpose.

A final goal will be to address serious deficits in administrative support in many areas of
the University. It is clear and widely understood that the administrative infrastructure of
the University is insufficient to support the faculty, students and programs of the
University and some areas are in critical condition.

Current Financial Status

At its November 2006 meeting, the Oregon University System (OUS) was briefed by the
University System Controller on all campuses’ financial circumstances. What was clear
from this presentation is that all campuses are experiencing larger fund balance
reductions than previously projected due to a variety of problems. Portland State
University, similar to other campuses, projected a fund balance reduction that was not
fully anticipated in April of last year.



At this time, the University financial projections anticipate a 2007 end of year fund
balance shortfall in the range of $4.4 to $6.5 million. A reduction in this range could
bring the University’s fund balance down to approximately 8%. A 3% drop in the fund
balance, would put us below our target of 10%, and dangerously close to the OUS
minimum of 5%. Should the University make no changes in its spending patterns (and
assuming no new costs), this would mean that the University would entirely spend down
its fund balance in two years.

The University expected a $1.5 to $2 million shortfall as of late spring, 2006. However,
despite the return of nearly $1 million to the fund balance from Finance and
Administration’s Facilities division, the University’s end of year closure indicated
continuing shortfalls in a handful of programs for a net cost of approximately $2.7.
Additional requirements for various position and salary adjustments as well as a shortfall
in anticipated enrollments account for another $1.5 to $1.7 million. Thus the overall
reduction in fund balance by the end of this fiscal year is likely to be in the $3.5 to $6.5
million range. This shortfall must be restored. Furthermore, we are currently evaluating
the 2008 expected resources and expenditures. Early indication is that there will be an
imbalance (projected expenditures more than projected resources). This shortfall also
needs to be addressed.

Next Steps

The University Budget Team will begin the consultation process with the Council of
Deans and the Faculty Senate Budget Committee as well as administrative leadership in
the coming weeks. Specific directions to academic and other administrative units will be
sent directly from the appropriate Vice Presidents in the next two weeks.



PSU Budget Planning Process Timeline

Revised November 30, 2006

Carol and Michael's working copy

Timeline | I Steps needed for FY07-08 Budget | IData Gathering Timeline
OCT 2006
Fall Retreat with campus leadership on strategic
Oct. 1-2 o
clarification process
Oct. 20 Fall Retreat 2
Initial consultation with campus leadership on Process &
Oct. 26 e .
Timeline for (re)allocating resources
NOV 2006
Election Day - November 7th
Consultation w/ Budget Committee on review of last year's]
Nov. 1 L
process and outcomes. Draft timeline shared.
Nov. 21 Fall Retreat 3
Nov. 22 4th week calculations for enroliment allocation adjustment Faculty productivity survey distributed for data collectior]
Roy and Lindsay draft memo to deans and the budget
Nov. 27 -
committee
Nov. 29 Discuss budget process at CADs
Nov. 30 |Deans receive memo re: SCH projections |
DEC 2006
Deans and Admin. Directors receive Budget Context
Dec. 4 -
memo and Budget Instruction Memo
Finalization of process by the Faculty Senate Budget
) Committee, deans and vice provosts, and the University
first 1/2
Budget Team.
Dec. 20 Preliminary Enroliment projections, including self-
’ support for 2007-2008
Administrative support by Unit; Staff FTE per student;
second 1/2 staff FTE per faculty
Funds generated by Units' SCH production;
second 1/2 Expenditures by Unit: $ per in-load SCH
Dec. 20 Productivity data for faculty (including survey data; SCH
' per faculty FTE at UG and G levels & external funding)
JAN 2007
Jan. 11 Data distributed to deans, directors, and chairs
Jan. 12 Faculty Symposium to clarify and test our Strategic Consider gathering additional data based on these
' Priorities with the campus community priorities
Campus leadership engages faculty in discussions of
second 1/2 priorities, analysis of data, and development of

recommendations for budget allocations

JABUD\Common\Budget\Faculty Senate Budget Committee\AY 07-08\Budget Book 07-08\07-09 timeline and tasks-C&M's impiementation
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PSU Budget Planning Process Timeline

Revised November 30, 2006 Carol and Michael's working copy
Timeline l l Steps needed for FY07-08 Budget | |Data Gathering Timeline J
FEB 2007
first 1/2 4th week calculations for enroliment allocation adjustment Re-examine enroliment projections

Academic budget proposals are due to the Provost by
noon on February 28th. Vice Presidents begin

Feb. 9 deliberations on budget options based on data gathered,
recommendations by deans and directors and the forecast|
of next year's revenues.

Data consolidation and accuracy check by Budget Office

Feb. 16 staff. Budget book due to University Budget Team
Feb. 19-20 Budget deliberation and draft proposal by the University
Budget Team .
Feb. 22-23 Deans review draft proposal and submit proposed
’ changes. Due by 5:00 on the 28th.
University Budget Team revises proposal based on input
Feb. 26-27 from deans and directors.
MAR 2007
Mar. 5 The vice presidents meet with the Faculty Senate Budget
’ Committee to discuss budget recommendations
The vice presidents discuss budget recommendations with
Mar. 5 the Faculty Senate. President Bernstine attends

discussion.

The President and Vice President hold an open forum to
Mar. 8 discuss the recommendations being considered by the
Vice Presidents for recommendation to the President.

The President and Vice President hold a second open
forum to discuss the recommendations being considered

Mar. 9 by the Vice Presidents for recommendation to the
President.
Vice Presidents forward final recommendation to the
Mar. 16 .
President
Mar. 23 The President reviews and approves budget

J:\BUD\Common\Budget\Faculty Senate Budget Committee\AY 07-08\Budget Book 07-08\07-09 timeline and tasks-C&M's implementation
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PSU Budget Planning Process Timeline
Revised November 30, 2006 Carol and Michael's working copy

Timeline | | Steps needed for FY07-08 Budget | |Data Gathering Timeline

APR 2007

President communicates his final decisions to the Faculty
Apr. 2 Senate. Prior to the campus announcement, reduction
details will be discussed with affected units.

MAY 2007

Consultations begin with Deans/Budget Committee/FADM

first 1/2 on new Budget Allocation Mode! (BAM) for 08-09

second 1/2

JUN 2007
first 1/2 |Settle-up settle-down allocations distributed |
second 1/2

JUL 2007
first 1/2
second 1/2

AUG 2007
first 1/2
second 1/2

SEP 2007
first 1/2 |State Funding finalization ]
second 1/2

OCT 2007
first 1/2
second 1/2 [Fall 4th week enroliment data available |

NOV 2007
first 1/2 Final Budget Adjustments
second 1/2 Internal budget adjustment

J:\BUD\Common\Budget\Faculty Senate Budget Committee\AY 07-08\Budget Book 07-08\07-09 timeline and tasks-C&M's implementation
version3
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Budget Proposals Recommended to and Approved by the President 5-16-2007 Initial Actions / Allocations in Subsequent_Actlons / Allocations
Summer 07 in Fall 07
y of Proposed Actions to Reduce Recurring Shortfali
OGl/ CS faculty funding from ETIC 500,000 done
Academic Refill / Residual Savings 62,356 done
UST mentors 200,000 done
Undergraduate Studies Cluster savings 270,000 done
University Development contract renewal savings 77,000 revised to $67K per contract
Business Affairs - web efficiency savings 46,050 savings pending
Total 1,155,406
Summary of Proposed Actions to Restore Fund Balance
FADM VP - Delayed equipment purchases 540,000 done
Facilities - Utility Savings 1,000,000 done
Other FADM units - one time salary savings 656,500 done
Academic Units - one time salary savings 96,970 done
University Relations - misc. savings 50,000 done
Total $ 2,343,470
Si y of Proposed Strategic Actions / Invest ts that Enhance R
Enhancement $ Investment §
Increase Graduate Tuition ! : 650,000 - done
FPA - MFA low residency program tuition 60,000 - done
SBA Differential Tuition 276,000 165,000 allocated
New Freshmen Initiative tuition 1,000,000 177,000 allocated
Enrollment Recovery tuition 230,000 - done
Univ. Studies - Student Support & Retention Associate 250,000 64,000 allocated
FPA Environmental Urban Design Certificate 40,000 11,100 allocated
CLAS advising staff 115,200 70,000 $70k shifted to resource fee
Total _§ 2,621,200 § 487,100
' separately, SBA differential tuition rate increase will yield $165,000
Other Proposed Strategic Investments
High Priority ltems:
Inflation Adjustments - Supplies & Services & Library 740,000 allocated
OIT staffing needs 200,000 allocated
CAE Director of Teaching and Learning 0.5 FTE 51,227 allocated
Human Resources staffing needs 64,618 allocated
Restructure OAA support 85,000 allocated
OMBUDS Office 0.75 FTE 50,000 allocated
OSA student success package 2 FTE advisors 117,672 allocated
Total $ 1,308,517
{Medium Priority ltems:
University Relations - Int'l Alumni Relation & Dev. 1FTE 85,000 allocated
UR - U Advertising 250,000 allocated
OSA enroliment needs 213,472 allocated
OAA Engagement Initiative 150,000 rolled intc Academic Initiative
Library - Development Officer 102,000 allocated
University Archivist 88,600 allocated
Totat $ 889,072
Low Priority items:
HR - Assistant 14,383 nfa n/a
Affirmative Action Office and OMBUDS Office Grad Assistant 36,000 n/a nla
Affirmative Action OS1 position 32,400 nfa n/a
GSSW - Development Officer 47,500 nfa n/a
Total $ 130,283

JABUD\CommoniBudget\Faculty Senate Budget Committee\AY 07-08\Budget Book 07-08\07-08 Approved Budget & Supplemental Allocations

12/3/2007



Supplemental Allocations in Fall 07

Academic Initiative - Recurring $ 1,000,000
Academic Initiative - One Time $ 1,000,000
One Time Special Allocation of Supplies & Services $ 784,000
Revenue Sharing Pool Increase to Deans $ 675,000
Academic Staffing Support to Deans offices $ 602,000
Office of information Technology $ 185,000
Office of Business Affairs $ 586,900
Office of Human Resources 3 300,000
Campus Security and Safety Office $ 125,000

JABUD\CommonBudget\Faculty Senate Budget Committee\AY 07-08\Budget Book 07-08\07-08 Approved Budget & Supplemental Allocations 12/3/2007



Portland State University Peer Institutions

George Mason University

University of Illinois at Chicago

University of Memphis

Western Michigan University

Indiana University-Purdue University at Indianapolis
University of Toledo

University of Texas at Arlington

San Diego State University

University of Wisconsin at Milwaukee

Source:http://chronicle.com/stats/aaup
Compiled by DAB-RA, PSU OIRP 5-3434

PSU Budget Office
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