Budget Committee Meeting

Monday, May 05, 2008
6:30 p.m. – Boardroom

Present:  John Turner, President; Clark Williams, VP for Operations; Tod Case, Projects and Reporting Accountant; Topher McClellan, Grant Accountant; Staci Kunz, Admin. Assistant for Operations; Rhonda Holcomb, Senior Operations Accountant;  Kim Puzey, Molly Rill, Ken Dudley, Laura Kordatzky, Tony Turner, and Bryan Branstetter, Board of Education members;  Doug Moramarco, George Koffler, Pat Loughary, Hulette Johnson, and Kelly Sanders, Budget Committee members; Kevin McCarthy, AVP of Instruction; Margaret Gianotti, Foundation Director; Marty McCarthy,  Director of Alumni Relations;  Dan Lange, VP of Instruction; Mark Petersen and Scott Wallace, instructors; and Lou Porter, community member.  
Absent:   Doug Voyles, Sally Anderson-Hansell, and Ken Lebsock
Board Chairman Kim Puzey called the meeting to order at 6:30p.m and introductions were made.  The term of office for budget committee members Hulette Johnson, Pat Loughary, Doug Moramarco, and George Koffler will expire on June 30, 2008.  Mr. Johnson will be eligible to serve another three year term.   President Turner thanked Mr. Loughary, Mr. Moramarco, and Mr. Koffler for their time and service to the college. 
Clark Williams informed those in attendance that local budget law requires that the budget be provided to the public at the same time that it is presented to the budget committee.  It is now a part of the public record and will remain available during the course of the current budget cycle.  A copy of the budget is available to the public in the President’s office.  The budget committee may meet as many times as necessary to make adjustments or corrections.  The approval of the budget and the amount of tax rate should be made by motion.  
Mr. Williams reviewed the purpose of local budget law and what a budget is for.  The makeup of the budget committee and their duties was also outlined.
Mr. Williams turned the meeting over to Board Chair Kim Puzey to elect a chair for the budget committee.  Pat Loughary nominated Kelly Sanders for budget committee chair and the motion was seconded by George Koffler.  Motion carried.  

Mr. Sanders stated he was honored to serve as chairman and asked for a motion regarding the rules of order to be used during the meeting.  Bryan Branstetter moved, seconded by Molly Rill to use Roberts Rules of Order to conduct the meeting.  Motion carried.   
President Turner stated he comes before the committee with good news and with concerns.  During last year’s budget committee meeting it was reported that we may not be able to balance the 2008-2009 budget.  We have been able to stabilize the budget over the past few years but continue to spend more than we take in.  Due to an increase in enrollment, unfilled positions, unanticipated revenues, and savings in other areas we will have a balanced budget for 2008-2009.  Everyone is working hard on recruiting and retaining students and efforts are beginning to pay-off.  

State revenues seem to have escaped recession and the Governor’s promise to increase community college spending by 10% is likely to happen.  In 2009-2010 we will still have a projected deficit of $407,000.  Scenarios will be heard later tonight to help keep the college financially healthy.    

In the last few years we have been able to hear the budget message and approve the budget in one night.  This year the budget message will be a little different.  The message has a lot of detail in it and we will not be going over each line item.  If, after hearing the budget message, the committee would like to go over each line item we will be happy to do so.  

Mr. Williams began the budget message by providing a general background on the budget process, board policy, and his approach to the current budget cycle.  Mr. Williams acknowledged the contributions of Tod Case, Topher McClellan, and Rhonda Holcomb.
The overall budget for the college is organized into seven separate and distinct funds.  The content of each fund was reviewed.   A modified budget rollover was performed during the FY2008 budget cycle and during the FY2009 budget cycle as well.  While no budget will ever be realized exactly as planned, the approach to the FY2009 budget was to continue to estimate revenues conservatively, but also to expressly incorporate anticipated expenditures.   
The total college budget for FY2009 is $28,728,840, which is an increase of $890,954 (3.2%) over the adopted FY2008 total budget.  The General Fund budget for FY2009 is $14,467,992, which is an increase of $610,124 (4.4%) over the adopted FY2008 General Fund budget.  
The General Fund was reviewed in regards to the beginning balance, projected resources, planned expenditures and the ending balance.  Projected increase to the general fund total resources is $390,498.  General fund expenditures for FY2009 have increased by $610,124 over the previous budget.   Kim Puzey asked if interest income is included under other sources.  Mr. Williams stated that is where interest income is reflected.  George Koffler stated that Mr. Williams had said earlier that we had a big savings from unfilled positions and asked if we would be filling them.  Mr. Williams stated the savings had come from positions that were vacated and not refilled immediately.   Hulette Johnson asked if the loss of the staff that netted $300,000 in savings affected our students.  President Turner informed the committee that these positions were generally not instructional.  Bryan Branstetter asked where the savings of $34,000 for the Title III Grant was coming from.  Tod Case stated we have been using a consulting firm for the grant that was paid for out of the general fund and with the grant ending in 2008 we will no longer have to pay the consultant.   
Pat Loughary remarked that last year we had discussed some of the key costs about the swimming pool.  President Turner stated the City of Pendleton is contributing towards keeping the pool open and the two high school swim teams have cooperated with signing up their swimmers who are 16 or older for a PE class so we can collect FTE.  
The calculated ending fund balance for the general fund is $1,097,000 which is slightly more than the Board mandated minimum of $1,000,000.   The Board has set a minimum ending balance to ensure that sufficient funds are available to support cash-flow requirements between the time that one fiscal year ends and the time that the first revenues of the next fiscal year are booked on or about August 15 of each year.   Bryan Branstetter asked what the actual expenses have been against the ending fund balance for this time period. President Turner believes they have been about $700,000 and Tod Case will report on the actuals at a later date.
The other six funds were reviewed as to their projected ending fund balance for FY2009.  The other funds are special revenue, debt service, building, enterprise, internal service, and agency.    Each of these special-purpose funds will be in the black at the end of FY2009.  The President’s Discretionary Account, which is an element of the Special Revenue Fund, is in better health than was projected a year ago.   However, the President’s Discretionary Account (which serves as the college’s reserve account) will not be sufficient to balance the General Fund in FY2010.

Kim Puzey asked if we are eligible to reapply for any of the grants that are expiring this year.  Mr. Williams stated that the Title III grant is not renewable and we have asked for an extension on the Suicide Prevention grant.  Kelly Sanders asked if we are obligated to keep the services provided by a grant going after the grant expires.  Mr. Williams said in some instances we must maintain the services and we need to be careful to build the foundation of the grant to make it a self-sustaining enterprise so that when the grant goes away it is self sustainable and not a drag on the general fund.  

 Mr. Williams presented four scenarios on when and how the college reserve may be exhausted and confirm that the college faces significant revenue shortfalls in the immediate future.  A fifth scenario showed how the college can successfully grow revenues for general operations through a portfolio of diverse initiatives.  These include the Governor’s proposed appropriation level of $550,000,000 for FY2010 and FY2011, an adjustment to the small-school base of the funding formula, successful federal appropriations, receipt of a Title V Grant as a Hispanic serving institution, and increased enrollment.  Mr. Sanders asked how likely it is that the funding formula will be changed.  President Turner stated the idea is picking up steam and discussions will begin in three weeks.  Pat Loughary said our recruiting efforts have increased and this will help bring in new students.  President Turner stated we are also helping to make our current students more successful.  Mr. Puzey asked how dual enrollments are affecting us.  Dan Lange informed the committee that dual enrollment has been growing steadily.  K-12 administrators are aware of the value of dual enrollment.  SB300 is also helping to increase our enrollments.   
Mr. Williams concluded the budget message by stating that the real shift in thinking that must occur is to embrace the notion that achieving a financially healthy College depends on driving revenues that can be booked as general operating funds.   It is encouraging that over the course of the past year, planning for the pursuit of programs and capabilities that directly contribute to and aggressively grow operational revenues (the revenues that sustain the General Fund) has begun to mature.  There are several initiatives wherein president, administration, faculty, staff, and community are collaborating as a team.  

The FY2009 budget strikes a balance between the need to be judicious with college expenditures and the need to invest in program initiatives that will stimulate growth.  There is a risk in reallocating resources and increasing expenditures, but inaction will ensure the projected onset of deficits.  

Mr. Sanders asked if there were any other questions from the public.  Hulette Johnson asked about the Latino education project with Hermiston and whether the Milton-Freewater Center would benefit from this also.  President Turner stated that the programs developed through this $240,000 grant will be used in our other centers.  The Title V grant, should we receive it, would allow us to increase services for all students.  
Mark Petersen stated he no longer feels like he is a part of the budgetary process.  Department budgets are being rolled over without much input and his department has a vested interest in their budget.  He used to have a conduit in the process of purchasing equipment that may have made his program more progressive and this conduit no longer exists.  In the past you were able to make a request for equipment and if funding became available you would be able to order the equipment.  Even if funding did not become available, your request was on a list for future funding.  Kelly Sanders asked if the faculty and staff had not been included in the budget process.  Dan Lange stated the department chairs had been asked to submit requests from their departments and then he and Mr. Williams sat down and determined what items needed to be folded into the budget.  The communication was with the department chairs that have the obligation to ask their departments for input.  Mr. Lange said there was more communication this year with the budget process than in the past.  Mr. Lange was sorry to hear Dr. Petersen’s comments.  
Mr. Koffler said that over the last couple of years there has been concern about the number of class sections decreasing and he wanted to know if we are tracking this information.  Mr. Lange stated we track the number of sections and they are basically unchanged.  When the schedule is built, Mr. Lange receives many requests for class sections and he must apply a budgetary focus to them and still provide the classes that are needed.  

Tod Case reported that during the break he ran the numbers and the amount of expenditures between July 1 and August 15 is about $1.5 million.  Kim Puzey stated that over the years if we are too rigid with the cash carryover, morale of the institution is impacted.  The balance is one between what risk can all of the members of this community bear collectively and trying to expand the revenue to get us out of the hole instead of undermining the morale of the institution.  Mr. Puzey feels we are moving in the right direction.
Mr. Sanders commended the operations staff for putting the budget together.  The budget committee may approve the budget tonight as presented or meet again to continue discussion and make changes.  Once the budget committee approves the budget, it then passes to the Board for adoption.  Changes of 10% or less can be made to the budget prior to the Board adopting it.  Mr. Koffler suggested that in the future the budget be sent out to the committee for review prior to the meetings.  Pat Loughary encouraged everyone to attend the integrated resources committee meetings to see how much work is put into the process of putting the budget together.  The raw data for building the budget is presented at these meetings and a cross sections of employees and staff is involved.
Kim Puzey moved, seconded by Bryan Branstetter, to approve the following:
1. The 2008-2009 Budget as presented in the aggregate amount of $28,728,840.

2. The permanent tax rate of $0.6611 per $1,000 of assessed value be assessed in support of the General Fund.  (This permanent tax rate is expected to raise $3,638,600.)

3. The district levy of $1,603,151 as required by the Debt Service Fund and that debt service levy be assessed only on the property within Umatilla and Morrow Counties. 

Motion carried.

Mr. Sanders thanked everyone for their efforts.  Mr. Williams and President Turner thanked everyone for attending.

Being no further business to come before the Budget Committee, the meeting was adjourned at 9:07 p.m.   
