MAJOR BUDGET ISSUES FOR 2008/09 OPERATING BUDGET
The University Budget Committee faced some very material and somewhat unusual financial issues as they worked to arrive at a balanced University operating budget for 2008/09.  Chief among these were operating costs and debt service for the Harper Center, operating costs for a number of other new buildings coming on line in 2008/09, and debt service on two large capital infrastructure enhancements.  These items added close to $4.0 million of expense to University operations.  This is an unusually material amount of new expense to cover in addition to considering salary, benefit, non-salary increases, and all other expense requests from the various VP areas.     

The following is a summary and brief description of the major budgetary issues faced by the Budget Committee during the 2008/09 Budget Process:

· Affordability for Students

The Committee is very much aware and concerned about tuition and fee increases and their impact on families.  Continued reliance on tuition increases of almost twice the level of inflation is not sustainable in the long run.  The Committee considers this to be a major strategic issue for the University.
· Harper Center Operating Costs & Debt Service  ($2.6 million)
Operating costs for the 200,000 square foot Harper Center are just under $1.9 million per year.  These include utilities, cleaning, and maintenance.  In addition, a debt service increase of $686K (to $1 million) per year must also be funded.   Pledged gifts for the building do not all come in up front, so borrowing and related debt service is necessary. 
· Operating Costs on Other New Buildings ($273,000)

Operating costs for the newly acquired and renovated Wareham Building, the planned new Public Safety building and the recently acquired Modern Equipment buildings will impact 2008/09 operating budget.  
· Telephone Build Out and Data Storage & Backup Expansion Debt Service  ($1.1 million)
These two critical capital projects totaling $15.9 million could not be delayed any longer.  The current telephone switches which run the University telephone system are technologically obsolete and well beyond their useful life.  If these switches fail, University phone service could be out for weeks.  The Data Storage & Backup expansion is necessary to keep up with the overwhelming demands by the University community.
Debt service of $1.1 million on these projects in 2008/09 will be covered in the operating budget by an increase in charges for base telephone service, increased technology fee to students, and long distance savings already in the existing budget.  It should be noted that the increase in phone charges must be covered by the various University departments within their existing budgets.  No new money was allocated for this purpose beyond the general non-salary roll on of 1.5%. 
The Budget Committee is sensitive to the added cost to the Departments and students, but feels that everyone must share in the cost of funding these projects, since everyone benefits from the enhancements. 

· Impact on Schools &  Administrative Departments
In light of funding a market driven salary and benefit increase, the major expense challenges described above, and other VP and School expense requirements, the Committee felt that it could not increase the general non-salary increase beyond 1.5%.  The Committee realizes that this could present a challenge for some departments in light of the unfunded telephone charge increase. 

· Utility Increase ($375,000)
In 2006/07, the University initiated a three year plan to increase the steam & chilled water budget by $1.1 million, to a more realistic level given current and anticipated future  prices for natural gas.  This is the third and final year of the plan,
unless significant changes in gas prices occur.
