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Description and Background

The financial analysis provided here includes revenue and expenditure data from the University’s educational and general (E & G) funds, designated funds and auxiliary funds.  It does not include revenue or expenditures from any restricted funds, quasi-endowment funds, loan funds, agency funds, plant funds, project funds or debt service funds.  

The University implemented a redesigned general ledger and chart of accounts effective July 1, 2011 (effective for FY2012).  The implementation incorporated two prior years of financial data (i.e., FY2010 and FY2011).  Financial data prior to FY2010 is still maintained for record retention purposes but is not accessible in a consistent, comparable manner with financial data beginning July 1, 2009.  Therefore no financial data prior to FY2010 has been incorporated in this analysis.

Financial data utilized was gathered from the University’s “period 13” and does not include year-end accruals/expenses posted solely for financial statement reporting purposes only.  Also, while the financial data utilized includes transfers to other funds (e.g., transfers from E & G to auxiliary funds or debt service funds; transfers from auxiliary funds to E & G), it does not reflect any inter-fund eliminations.  Therefore, the financial data provided here will NOT agree to the University’s audited financial statements.

From FY2011 through FY2013, the University experienced several significant events which impact the meaningfulness of financial comparisons between divisions during those years.  For example, a number of departments were reduced, combined and/or reorganized from one division to another.  Several of these reorganizations were significant (e.g., ITS moving into the division of Finance and Administration; Enrollment Management moving into Academic Affairs).  Additionally, a number of previously decentralized technology and physical plant positions (skilled trades, custodial, maintenance, grounds) were centralized into ITS and Campus Operations, respectively.  Concurrently, the University offered a voluntary early separation program in FY2010 which provided for faculty and staff to voluntarily depart the University over a period of months.  These events and others enabled the University to continue to adjust staffing levels opportunistically based on retirements, expected enrollments and specific need.

General Discussion

Revenue:  The primary revenue drivers for all public universities are 1) tuition and fees, 2) state operating and capital support, and 3) auxiliary and investment income (other income).  Those drivers are consistent at BGSU (see chart “Total University Revenue”).  

Tuition and fees represent the single, largest proportion of resources available to BGSU.  Other income is primarily made up of investment income, transfers, and other miscellaneous fees (e.g., application, matriculation, course/class).

Expenditures:  The primary expense drivers for all public universities are 1) salary/wages and associated benefits, 2) institutional discounts (i.e., scholarships and graduate fee waivers), and 3) utilities, technology, library resources and equipment.  Those drivers are consistent at BGSU with one notable exception (see chart “Total University Expense by Account Group”).  Since 2010, BGSU’s debt service obligations have increased to fund substantial capital investment in academic and auxiliary facilities.

Salaries/benefits and non-employee compensation make up the largest expenditures at BGSU followed by scholarships and fee waivers.  

Charts containing expenses sorted by divisions include a division titled “Institutional.”  The primary expenses contained within Institutional are general expenses that are not allocable to a single division such as tuition scholarships and fee waivers, property and casualty insurance, transfers, and E & G related debt service.

Tuition/General Fee Rates

Bowling Green State University has exercised restraint in tuition and general fee increases over the past ten years.

	Fiscal Year			Tuition/General Fee Increase

	2007-2008				0%
	2008-2009				0%
	2009-2010				1.75% (second semester only)
	2010-2011				3.48% tuition/3.5% general fee
	2011-2012				3.5%
	2012-2013				3.5%
	2013-2014				2.0%
	2014-2015				0%
	2015-2016				0%

In addition, out-of-state surcharge rates have been increased once in the past ten years (3% effective in FY2016) while graduate tuition levels have remained unchanged over the past ten years.

Explanatory Notes to Charts:

The following explanations are provided relative to specific variances contained on pages 1 – 21:

Page 1 and 2 of 21: Enrollment is the primary driver impacting all categories of revenue either directly (e.g., tuition) or indirectly (SSI).  Enrollment in FY2015 is 3.78% less than in FY2010; total revenues are $10 million (-2.4%) less in FY2015 than in FY2010.  Auxiliary income in FY2011 appears larger than would be expected and was a result of a one-time transfer into Auxiliaries.  The change in Other Income is primary driven by fluctuations in investment gains/losses.

Page 3 and 4 of 21:  While tuition and general fees were increased nearly 3.5% for three consecutive years (see above), total E & G revenue per student FTE only grew $771/FTE (or 4.5%) over the six years examined.  During that period, SSI as percentage of total E & G revenue declined from 32.0% to 23.2% while tuition grew from 46.4% to 53.3%.

Page 5 of 21:  As mentioned above, the “division” experiencing the greatest expenditure growth was the Institutional division with most of the additional growth caused by greater E & G debt service and transfers out to other funds.

Page 7 and 8 of 21:  The overall decrease in salaries/wages and benefits reflects the cumulative effect of numerous efforts to maintain and/or reduce overall headcount and maintain a tight handle on health benefit cost increases. 

The large variations in Cost of Goods Sold and Non-Employee Compensation are related to outsourcing Dining Services effective FY2011.  All expenses during the year associated with that outsourcing (e.g., transferring food plan revenues) are categorized as Non-Employee Comp during the fiscal year to simplify contract-related, record keeping and to ensure that outsourced expenses are not co-mingled with internal University expenditures, potentially creating confusion.  Appropriate expense allocations are performed at year-end for financial statement purposes.

Transfers out fluctuation reflect changes in debt service obligations (refinancing, defeasance, new debt).

Larger Other Expense in FY2010, and then lower from FY2011 and beyond reflects the change in internal accounting for interdepartmental charges effective FY2011.

Page 9 and 10 of 21:  As a percentage of total expenditures, most divisional spending has remained somewhat consistent with the exception of Institutional.  As described above, Institutional has grown primarily due to additional debt service and transfers out.

Page 11 and 12 of 21:  Other expenses primary include interdepartmental and inter-fund chargebacks for internal services.  A change in accounting treatment for chargebacks occurred between FY2010 and FY2011 which contributes to the variance.

Page 15, 16, 17 and 18 of 21:  As described earlier, the biggest contributors to fluctuations between years and among divisions are the centralization of previously decentralized functions (IT, physical plant), the reorganization of functional units to/from divisions, and the University’s early separation program.  

Summary

The enrollment declines experienced by BGSU over the past decade have presented challenges and opportunities.  The challenges have required a disciplined but steady approach year over year to carefully manage expenditures – across the University, by division, by expense type, by faculty and staffing levels, and within auxiliaries.  Simultaneously, the opportunities have allowed us to create an aligned and linked academic, fiscal and physical strategy of careful reinvestment to redevelop an infrastructure that will allow the University to fully recover and thrive. 

While FY2015 was a challenging year financially, it also marked an important turning point.  An enrollment strategy focused on attracting and retaining better prepared, higher performing students resulted in a smaller freshman class in the fall of 2014.  For the fall of 2016, the University is expecting to welcome the most academically prepared class in our history for the fourth consecutive year.  Freshman to sophomore retention has risen significantly (from 70 to 78 percent) and is expected to continue to improve.  By May of 2017, our 4-year graduation rates should also to begin to rise as well.

Bowling Green State University is committed to keeping a high-quality, BGSU education within financial reach of Ohioans and their families. The University has overcome many of the significant challenges facing the institution. Targeted investment in infrastructure, academic programming and a new recruitment/retention strategy, coupled with significant efforts to control cost and find new sources of revenues, have the University well positioned for the future. These initiatives will continue so we can better fulfill our mission of enhancing the lives of our students, other stakeholders, and the many publics we serve.
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