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BUDGET OVERVIEW

GENERAL

President Ramsey and his Leadership Team submit for your consideration a proposed FY
2008-09 general fund operating budget of $424.2 million, an increase of approximately $6.8
million, or 1.6%, over last year. The recommended FY 2008-09 Operating Budget is
balanced; the proposed revenue budget equals the proposed expenditure budget.

In May 2007, Kentucky celebrated the tenth anniversary of postsecondary education reform.
(The Kentucky Postsecondary Improvement Act of 1997, HB 1). The act was a legislative
mandate by the Kentucky General Assembly for UofL to become a premier metropolitan
research university by the year 2020. The challenge is to be a university committed to
thinking beyond the campus, addressing the direct correlation between advanced education
and contributions to the state’s tax base, between academic research and entrepreneurial
development. UofL has made major strides forward during this decade. The following are
examples of these:

e The average ACT score for entering freshmen rose from 21.4 in 1997 to 24.3 in 2007.

e The first-time freshman retention rate rose from 70.9% in 1997 to 78.2% in 2007.

e The bachelor’s degree six-year graduation rate rose from 34.9% in 1997 to 43.6% in
2007.

e Best Graduate Schools: Law — named among best 100 Graduate Schools in the nation
in 2007.

e Best Graduate Schools: Education — ranked 56" in the nation in 2007.

e College of Business programs earned three national rankings in 2007:

+ For three straight years, U.S. News & World Report has ranked UofL’s
undergraduate business program in the top 7% of all undergraduate business
programs in the nation. A joint survey by Entrepreneur magazine and The
Princeton Review placed the college’s graduate entrepreneurship program in
the “Top 10 in the U.S. for Entrepreneurs.”

+ Fortune Small Business named UofL among America’s 26 Best Colleges for
Entrepreneurs in 2007.

+ UofL's sales education program was named as one of the nation's top sales
programs by the University Sales Education Foundation. UofL was among 27
schools to receive the honor.

e Seven students earned Fulbright honors in 2007.
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e Wall Street Journal survey named UofL one of the 30 top ““feeder schools™ to
nation’s top graduate schools.

e UofL School of Music graduate to help compose and orchestrate music for the 2008
Olympic ceremonies and games.

e UofL’s Kentucky Pollution Prevention Center (KPPC) was a winner of the Water
Efficiency Leader award in 2007. KPPC was one of six organizations recognized by
the Environmental Protection Agency for its leadership in promoting the efficient
use of water.

e With more than 15 new cancer drugs under development, UofL is one of the top five
research institutes in the country in terms of new drug development. Nationally
sponsored cancer research funding grew from $300,000 in 1999 to $44 million in
2007. The Cancer Capital Campaign topped its $60 million, five-year goal in only
18 months.

e President James Ramsey was named Louisville’s 2007 Business Leader of the Year
by Business First. He was recognized for his efforts in areas ranging from attracting
top researchers and boosting economic development to improving UofL's academic
profile. He was also cited for the establishment of the Cardinal Covenant and the
Signature Partnership.

e Provost Shirley Willihnganz earned the National Academic Advising Pacesetter
Award, recognizing her significant positive impact on student advising.

e UofL chair of Geography and Geosciences was appointed as the state geographer
for 2008.

e Two Arts and Sciences professors received Fulbright awards in 2007.

e Speed professor won statewide award for outstanding teachers in 2007.

e In 2007, the Council on Education for Public Health awarded the University of
Louisville School of Public Health and Information Sciences (SPHIS) full
accreditation, making the school one of only 40 accredited schools of public health
in the nation.

e The Dean of UofL’s SPHIS was elected to the prestigious Institute of Medicine
(IOM) of the National Academies in 2007. He was also appointed to serve on the
Health and Human Services National Advisory Committee.

e The development of the Louisville Health and Life Science Research Park project is
a partnership between the university, city and state. The University sought and was
granted tax increment financing (TIF) to assist its development efforts. Currently
negotiations are in the final stages with the developer to begin the first phase.
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Decisions for the 2008-09 budget were made using those principles outlined in the
University’s new strategic plan, The 2020 Plan—Making It Happen - a “roadmap”
specifying goals and quantifiable benchmarks and metrics to ensure progress is made to
achieve this long-term goal. While the fiscal environment is quite unfavorable during the
2008-10 biennium, President Ramsey and his Leadership Team remain committed to
directing as many of the scarce resources as possible towards the goals outlined in The
2020 Plan. This will be a difficult task but one to which the Leadership Team remains
committed.

Planning for the University’s 2008-09 operating budget began in early Fall 2007. Again
this year, the Leadership Team employed a strategic five-year budget projection model and
developed a set of budget values and principles that helped to guide the budget process.
The following are the five strategic goals from the new strategic plan that drove all
budgetary decisions and allocations to a select number of new initiatives:

Goal One — Education Excellence — “The promise of a limitless future.” UofL will be the first
choice for students who wish to excel in the classroom and in life, and that students learn to be
competent, mature and critical thinkers. Work to ensure students become responsible, informed and
engaged citizens.

Goal Two — Research, Scholarship and Creative Activity — “The passion to break new ground.”
To focus our energy and resources to enhance scholarship and research as we advance to national
prominence in areas of programmatic strength. The faculty will be recognized nationally and
internationally for their teaching and research and will serve as outstanding mentors to all our
students.

Goal Three — Community Engagement — “The insight to champion community.” UofL takes
pride in the fact that we are a “citizen university.” As UofL maintains its traditional commitments to
teaching, research and service we also ensure that the institution’s goals are blended with those of the
surrounding area.

Goal Four - Diversity, Opportunity and Social Justice — “The courage to question convention.”
To foster and sustain an environment of inclusiveness, free of prejudices and bias, empowering all to
achieve their highest potential, and being open to all ideas and bringing many diverse perspectives to
the table.

Goal Five — Creative and Responsible Stewardship — “The will to achieve greatness.” Improve
the effectiveness and accountability of programs and services in fulfilling the mission and vision of the
University.
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1. BUDGET VALUES

Important values guided this year’s operating budget process. The University of Louisville
values an open budget process that:

1. Commits to aligning scarce resources with the University’s priorities identified in the
The 2020 Plan and identified in the institutional Scorecard.

2. Uses data analysis and best information available in the decision-making process.

3. Examines the long-term consequences of decisions made in the short-term.

4. Focuses on ensuring the long-term financial viability of the University and reflects
decisions that ensure its financial stability and growth.

5. Fully evaluates the human cost and impact of all budget decisions and is sensitive to
these impacts.

BUDGET PRINCIPLES

In developing the budget for FY 2008-09, the University of Louisville adhered to the
following budget principles:

1. Evaluate the impact of proposed decisions for FY 2008-09 on the University through
the end of the strategic plan—The 2020 Plan.

2. Compensation awarded by the University should be effective in attracting, motivating,
and retaining quality faculty and staff and should respond pragmatically to the
influence of external market forces.

4. Develop budget adjustments and reallocations based upon detailed analysis using the
best data and information available.

5. Recognize that a significant tuition increase will be required in FY 2008-09. Any
tuition increase will be based upon a detailed analysis of relevant information such as
changes in tuition by peer and benchmark institutions, market conditions, changes in
per capita income, median family income (MFI), state appropriations and other such
factors.

6. At a minimum, maintain modest budget reserves to fund unplanned expenditures,
emergencies, and other financial contingencies.

7. Maintain financial aid budgets at levels comparable to previous years. Moreover, the
University will structure the financial aid budget in such a way as to have a competitive
balance between merit and need-based aid.
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Also included in this document are references to budgets for the affiliated and non-
affiliated University of Louisville corporations. In total these corporations are budgeted at
$480 million for FY 2008-09. This is an increase of $30 million, or 6.7%, over the last
year. The increases result primarily from grant and contract activity, clinical operations,
philanthropy, and available earnings from endowments.

The following graph shows the growth in the University’s total operating budget since FY
1999-2000.

Growth in Total Operating Budget
(To Include UofL Corporations)
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This budget proposal is preliminary and represents a snapshot as of May 8, 2008. It may
change slightly before the Board of Trustees meets in June 2008 for final approval.
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Revenue Assumptions

State appropriation is budgeted at a level approved by the General Assembly in
HB 406 during the 2008 legislative session.  The approved appropriation
represents a 6% or $10.1 million reduction in the University’s appropriation.

Tuition and Fees:

e Tuition revenue is projected using the new tuition rates recommended by the
President in May 2008. The Board of Trustees will consider the proposed rates
at their May meeting.

e Because of increased applications and projected admissions, this revenue
projection includes an additional 58 resident freshman students. This action
brings the projected freshman class to 2,600.

e Because tuition revenue was significantly over-realized in the 2007-08 fiscal
year, $2,300,000 was budgeted with the anticipation that this will be a
permanent increase in overall enrollment.

e Tuition revenue generated by the Distance Education programs continues to
grow significantly across the campus. This budget includes the actualization
of an increase of $500,000 to the central administration’s portion of that
income.

e To keep the non-resident medical tuition at the 2007-08 level, the school will
admit an additional six non-resident medical students.

e The proposed budget contains no contingency for an unplanned enrollment
decline.

As a result of lower interest rates, the budget for short term investment income is
reduced slightly for the 2008-09 budget.

To assist the University during this difficult financial environment and to partially
offset the reduction in general fund state appropriation, the UofL Athletic
Association will transfer $250,000 to the University’s general fund.
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REVENUE HIGHLIGHTS

Development of the FY 2008-09 UofL Operating Budget was an arduous process. Continuing
to advance the University toward the goals of the Postsecondary Education Improvement Act of
1997 was difficult and complex when also having to wrestle with a 6% decrease in state
appropriation—a reduction of over $10 million. Kentucky’s Speaker of the House of
Representatives, Jody Richards, described the Commonwealth’s 2008-10 Biennial Budget as,
“It won’t win any beauty contest.” Various other descriptions of the state’s two year financial
plan were summed up in a generic, “It’s simply a bad budget.” But the budget has become law,
and the University must construct a FY 2008-09 operating budget within the specified revenue
parameters.

State appropriation has long been the largest component of the University’s annual revenue.
However, as a percent of UofL’s total operating budget, state appropriation has declined 17
percentage points over the past decade, from 61% in FY 1998-99 to 44% for FY 2008-09. The
chart below visually shows that in constant dollars UofL’s state appropriation has steadily
declined over the past decade.

Annual Change in State Appropriation
(1999-2000 Through 2008-2009)
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Even more noticeable in the graph below is how the University’s state appropriation per Full
Time Equivalent (FTE) student, in constant dollars, has declined in six fiscal years during the
past decade, and the FY 2008-09 state appropriation per FTE is at a decennial low.

State Appropriation per FTE Student
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The consistent reduction of state funding as a percentage of the total University revenue budget
has caused tuition rate increases to steadily climb over that same period. For the 2008-09 fiscal
year, “Tuition and Fees Revenue” for the first time has become the largest component of the
University’s annual general fund revenue projection. Decisions to increase tuition rates are
made carefully and deliberately after much analysis, consideration and consultation. Still, the
decline of state funding as a percentage of the total University revenue budget has largely been
replaced by an increase of tuition and fees revenue as a percentage of the total revenue budget.

The University’s Leadership Team met regularly and frequently to determine the best possible
allocation of scarce resources. UofL projects a general fund revenue budget of $424,226,300 for
FY 2008-09. The increase in the revenue budget is approximately $6.8 million, or 1.6%, over
the original FY 2007-08 budget.
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The proposed revenue budget is categorized into the following ten major funding sources, and

each category is discussed in more detail on the following pages.

State Appropriation and Other State Funds $186,491,900
Tuition and Fees 186,759,900
Transfers from UofL Corporations 14,217,500
Sales and Services of Educational Activities 350,100
Organized Activities Related to Instruction 728,600
Other Non-Educational Revenue 7,872,500
Auxiliary Enterprises 4,812,700
University Housing 7,357,000
Service Centers 1,769,900
Hospital-Related Revenue 13,866,200
Total Projected General Fund Revenue $424.226,300

1. State Appropriation and Other State Funds total $186.5 million for FY 2008-09. With

the 6% state appropriation reduction enacted by the General Assembly, State Appropriation
and Other State Funds is now the University’s second largest source of revenue, falling
behind Tuition and Fees for FY 2008-009.

In this the first year of the Commonwealth’s 2008-10 budget biennium the University’s base
appropriation is reduced 6%, or $10 million. Also the General Assembly, as part of HB 406,
moved the $2 million funding for the Metropolitan College initiative to the Cabinet for
Economic Development. The University will work with the Cabinet Secretary to develop a
Memorandum of Agreement to process payments for services in support of Metropolitan
College. These large revenue budget decreases are partially offset by smaller increases in
state support for other areas. Debt service support is increased $3.7 million. Another
increase to UofL’s base appropriation is an additional $1.3 million to fund the UofL
Hospital Quality and Charity Care Trust (QCCT) cost escalator. Of this amount, $403,600 is
a one-time authorization to fund a shortage in the FY 2007-08 authorization. The General
Assembly also authorized an additional $125,000 in support of the UofL/WKU Joint
Engineering program. Finally, $1 million in state support for research was administratively
moved into the base appropriation from the Council on Postsecondary Education (CPE)
pass-through funds. In the aggregate, these changes result in a $5.9 million, or 3.1%,
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reduction in state base appropriation for FY 2008-09. UofL’s FY 2008-09 base
appropriation is summarized in the following schedule:

I. 2007-2008 State Base Appropriation: 191,346,100
I1. Additions / (Reductions) to Base Appropriation:
6% Reduction on Base Appropriation (10,029,100)
Metropolitian College (moved to Economic Dev. Cabinet) (1,992,300)
Joint Engineering Program 125,000
Research Support Funding (moved from CPE Pass-Thru) 1,000,000
Hospital (QCCT Escalator) 1,264,200
Debt Service 3,709,100
Total Adjustments (5,923,100)
111. 2008-2009 Projected State Base Appropriation 185,423,000

The Council on Postsecondary Education budget includes certain pass-through funds of just
over $1 million for UofL. The Commonwealth budget designates payment for these other
state funds through the CPE for specific state sanctioned functions housed or managed at
UofL. As explained above, $1 million in state support for research was permanently
transferred from CPE pass-through funds into the state base appropriation. On a smaller
scale, the Kentucky Pollution Prevention Center program budget revenue was reduced
$57,200 as more funding is to be generated through non-general fund grant revenue. Other
designated support provided from state funds is summarized below:

2007-2008 2008-2009
Allocation Change Projected
I. CPE Budget Earmarked for UofL
Research Support (moved to Base Appropriation) 1,000,000 (1,000,000) 0
Il. Other State Funds
Commonwealth Virtual Library Operations 100,000 0 100,000
Equine Administration Program 500,000 0 500,000
Equine Trust Program 40,000 0 40,000
Kentucky Pollution Prevention Center 486,100 (57,200) 428,900
Subtotal 1,126,100 (57,200) 1,068,900
Total Other State Funds 2,126,100 (1,057,200) 1,068,900

10
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2. Tuition and Fees now represent the largest component of the University’s general fund
revenue budget at $186.8 million for FY 2008-09. A 9% tuition rate increase for FY 2008-
09 is being proposed to the Board of Trustees for all categories except certain non-resident
enrollment groups. The undergraduate non-resident rate change will be held to a lower 3.5%
increase, and the non-resident Dentistry rate will be held to a lower 6.6% increase. The non-
resident Graduate and the non-resident Medical School rates will not be increased from the
FY 2007-08 levels. The tuition rate increases by enrollment category are:

Percent Increase

Resident Non-Resident
Undergraduate 9.0 % 35%
Graduate 9.0 % 0.0 %
MBA* 9.0 % 9.0 %
Law 9.0 % 9.0 %
Dentistry 9.0% 6.6 %
Medicine 9.9% 0.0 %

* The traditional MBA program; restructured MBA cohort program is addressed later.

The recommended tuition rate increase of 9.0% came after considerable deliberation and
consultation with various constituency groups across campus and the recommendation of
the Provost’s Task Force on Tuition and Fee Setting. The proposal is also aligned with the
maximum 9% tuition cap specified by the Council on Postsecondary Education early in the
recent state budget process. There were a large number of differing opinions and
preferences regarding tuition rate increases. The University’s Leadership Team was very
sensitive to selecting rates to balance affordability for students with the need for increased
programmatic funding in light of the significant 6% reduction in state appropriation.

The exceptions for non-resident undergraduate, graduate, medical, and dental students
address the competitive nature of attracting non-resident students to UofL’s. These selective
rate limitations are based on input from Deans of the colleges and schools and the
University’s admissions staff and are designed to keep rates for non-resident students
competitive with other schools in the same recruiting markets.

The FY 2008-09 Proposed Tuition Schedule on the following page shows the recommended
new rates by category and residency status.

11
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Semester Rates
Change
2007-08 2008-09 Amount Percent
Undergraduate
Resident 3,470 3,782 312 9.0%
Nonresident 8,867 9,177 310 3.5%
Distance Education (per credit hour) 377.00 410.80 33.80 9.0%
Intensive English as a Second Language (IESL) *
Full-time Day Program 3,902 3,902 0 0.0%
Evening Class 670 670 0 0.0%
* No increase requested by the Program Director for FY09
Graduate
Resident 3,764 4,103 339 9.0%
Nonresident 9,045 9,045 0 0.0%
Distance Education (per credit hour) 544.70 592.80 48.10 8.8%
Traditional MBA & IMBA Programs (Being Phased Out)
Resident 5,030 5,483 453 9.0%
Nonresident 11,666 12,716 1,050 9.0%
Law (Full-time Program)
Resident 6,305 6,872 567 9.0%
Nonresident 12,978 14,146 1,168 9.0%
Law (Part-time Program)
Resident 6,305 6,872 567 9.0%
Nonresident 12,978 14,146 1,168 9.0%
Annual Rates
Change
2007-08 2008-09 Amount Percent
Medicine
Resident 22,474 24,498 2,024 9.0%
Nonresident 42,820 42,820 0 0.0%
Dentistry
Resident 18,850 20,548 1,698 9.0%
Nonresident 45,094 48,072 2,978 6.6%
Fixed Price Programs
Change
2007-08 2008-09 Amount Percent
MBA Cohort Program *
Resident 28,000 30,000 2,000 7.1%
Nonresident 28,000 30,000 2,000 7.1%
IMBA Cohort Program (Effective May 2008)
Resident 25,000 27,000 2,000 8.0%
Nonresident 25,000 27,000 2,000 8.0%
Ed.D. Practitioner (new students)
Resident 0 15,000 N/A N/A
Nonresident 0 15,000 N/A N/A
Ed.D. Practitioner (advanced placement)
Resident 0 10,000 N/A N/A
Nonresident 0 10,000 N/A N/A
*$26,760 when taken as part of the MD/MBA dual degree

12
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Included in this proposed budget are new tuition rates for restructured MBA programs in the
Colleges of Business.

Professional MBA Program, Business - A fixed price of $30,000

The Professional MBA-Evening and Professional MBA-Saturday programs began in
Fall 2007, and it was a successful first year for the new programs. These cohort-
based programs span two years in 14 six-week terms with two course modules taken
each term. The programs equate to 48 credit hours and also include an international
learning experience. Each student in the 2007 cohorts was charged a flat rate of
$28,000, billed in six increments over the two years. The program fee for the student
cohorts starting in FY 2008-09 will increase to $30,000.

IMBA-The MBA for Entrepreneurial Thinking, Business - A fixed price of
$27,000

The IMBA-The MBA for Entrepreneurial Thinking remains a cohort-based program
as it has since inception, retaining the same program content and delivery as before.
The program does not include an international learning experience, but may be
added for an additional fee as students choose to participate. The program was
converted during 2007-08 to charging a flat program fee of $25,000 per student,
billed in six increments over two years. The fee for the student cohort beginning the
program in FY 2008-09 will rise to $27,000.

Projected enrollment changes in several schools also affect the tuition revenue budget:

Enrollment levels for the Fall 2007 and Spring 2008 semesters were higher than
projected. Anticipating that those enrollment levels will continue, this FY 2008-09
proposal permanently budgets $2,300,000 of this over-realized tuition revenue.

The University will admit 2,600 new full-time students for the 2008-09 academic
year. This is an additional 58 resident undergraduate students over the FY 2007-08
freshman class of 2,542. The additional students are projected to generate
approximately $438,700 in incremental tuition revenue.

UofL’s School of Medicine is changing its residency mix slightly. Holding the non-
resident professional tuition rate at the FY 2007-08 level, the School hopes to attract
and admit an additional six non-resident first year medical students. These additional
students are projected to generate $256,900 in new tuition revenue.

13
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e The Kent School of Social Work inaugurated a Bachelor of Social Work (BSW)
degree program in FY 2007-08. The FY 2008-09 proposed budget includes
$105,000 in additional tuition revenue to be generated by students enrolled in this
program. A like amount is budgeted in the Kent School for expenses associated with
the instructional costs of offering this program.

At its April 23, 2001 meeting, the University of Louisville Board of Trustees approved
consolidating, or “bundling,” tuition and mandatory student fees into a single tuition rate.
The single “bundled” tuition rate allows the University to convey tuition and fee costs with
greater clarity to current students, prospective applicants, parents and the public. For FY
2008-09, the Student Health Fees revenue budget is being increased $323,800. This is not an
increase of the Student Health Fee but rather is an adjustment to the Student Health
Services budget based on actual fee revenue received during FY 2007-08 and carried
forward in the new fiscal year.

Based on the proposed tuition rates, enrollment changes, and fee revenue described above,
the University projects approximately $186.8 million in tuition and fee revenue from all
instructional sources. This is an increase of $16.5 million, or about 9.7% over last year.
Approximately $12 million of that amount is attributable to the tuition rate increases and fee
revenue. An additional $3.1 million is budgeted for the changes in enrollment levels
identified above. The remaining $1.4 million increase is attributable to the special academic
programs and fees described below.

Revenue generated from non-credit Continuing Education Programs is projected to
increase approximately $48,100 in FY 2008-09. Overall, Continuing Education Program
revenue in several schools is projected to decline slightly due to lower participation in these
academic programs. Meanwhile, revenue from executive and professional development
courses along with conference and facilities revenue of the Delphi Center for Teaching and
Learning are projected to continue their recent trend of excellent growth over the past few
years. The expense side of these program budgets will be increased by like amounts.

Demand for Distance Education learning at UofL continues to exhibit strong growth.
Almost all academic units offering on-line courses have over-realized their FY 2007-08
revenue budgets. Tuition rates for courses offered on-line carry a 30% surcharge over the
respective undergraduate or graduate resident rate. This proposed budget adds $704,900 of
over-realized revenue on a permanent basis to the distance education revenue budgets of the
University ($500,000) and the Delphi Center for Teaching and Learning ($204,900).

14
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Also included in the tuition revenue budget are specific items for Special Programs—
academic overseas programs, Intensive English as a Second Language, equine management
programs, community security and public safety educational programs and the like.
Typically, tuition revenue dollars generated from these unique programs directly offset
expenditure budgets of an equal amount. For FY 2008-09, the revenue budgets in several
of these small programs are projected to increase approximately $111,000 in the aggregate.

Unit-based and Course Fees are projected to increase approximately $293,400:

FY 2008-09 is the fourth and final year of a four-year phase-in of an annual $5,000
per student Dental Instrument Rental and Technology Fee. Also included in this
budget proposal is an increase of the fee to $6,000, to be implemented in another
four-year phased approach beginning with the Fall 2008 School of Dentistry
freshman class. A projected $188,500 in additional revenue budget is added to this
program for the instrument and technology fee increases.

The Board approved a new Speed Software Technology Fee at its April 5, 2007
meeting for the purpose of purchasing common general-purpose and engineering
software packages for engineering students’ tablet PCs. The creation of a revenue
budget was postponed until after analyzing the first year of fee assessments and
actual revenue realized. This fee revenue is being budgeted for FY 2008-09 at
$91,300 based on actual FY 2007-08 revenue.

The Urban and Public Affairs Course Fee was separated last year from the
Graduate Business Course Fee when the Urban and Public Affairs program was
transferred from the College of Business to the College of Arts and Sciences. This
budget proposal includes $13,600 in fee revenue for the Urban and Public Affairs
Course Fee based on actual FY 2007-08 revenue.

This budget proposal includes several new or revised unit-based and course fees.
Revenue budgets will be established next year after obtaining a year of experience
factors. The proposed new or revised fees are shown in the chart on the following

page.
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Unit-based Course or Program Special Fees

I. New Fees
Sports/Activities Course Fee for
Non-HSS Majors ED N/A $75 per course
Microfabrication/MEMS SPD N/A $100 per course
Music Majors Fee MUS N/A $175 per semester
Secondary Applied Music
for Non-Music Majors MUS N/A $200 per semester
Major Applied Study for
Non-Music Majors MUS N/A $400 per semester

I1. Increases to Existing Fees
Dental Instrument Fee* DTL $1,000 $6,000
Undergraduate Application Fee University $10 $40

* Fee increase to be phased in starting with the entering freshman dental students.

Budgets for Miscellaneous Fees will increase by approximately $178,000.

e An MBA Program Fee was approved in FY 2005-06. The traditional MBA
program to which this fee is attached is being phased-out and replaced by a new
cohort based program. However, this proposed budget includes a $145,000 increase
in over-realized fee revenue to bring the budget into alignment with the actual fee
revenue collected in FY 2007-08.

e The remainder of this revenue category is comprised of small budget changes in

existing fees (Orientation, Testing Services, and Application Fees) to bring them
to more reasonable projections based on actual fee collection experience.
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3. Transfers from UofL Corporations will rise $1,482,900 for FY 2008-09:

Approximately $1.2 million represents transfers from the UofL Athletic Association
for debt service on athletics facilities and the UofL Research Foundation for
research buildings on the Belknap and Health Sciences campuses.

To help the University during this difficult financial environment, the University
Athletic Association will transfer $250,000 to the University’s general fund on a
recurring basis. This transfer will help limit the budget reduction amounts assessed
to academic and support units.

4. The Sales and Services of Educational Activities revenue category is projected to increase
$10,000 from its currently budgeted level of $340,100 to $350,100. This is primarily a
change in two small program budgets—State Data Center Sales and Kentucky International
Equine Summit.

5. Similarly, the Organized Activities Related to Instruction revenue component will
decrease $74,000 from $802,600 to $728,600. This small change is a technical adjustment
to the fiscal agent reimbursement amount the University receives from Metropolitan
College ($4,800) and elimination of the Telecom Research Center budget ($69,200).

6. The category of Other Non-Educational Revenue will decrease approximately $4.2
million from last year:

Most of this decrease, or $3.8 million, is the elimination of last year’s one-time
transfer from the Debt Service Reserve held by the University’s bond trustee. State
support for debt service was significantly reduced last year because two bond series
were retired in May 2007. The state restored the debt service support for FY 2008-
09, as explained above in the Base Appropriation section, so a transfer from the
Debt Service Reserve is not needed this year.

The proposed budget projects another $600,000 decrease in interest income in short-
term cash. A substantial reduction in the federal funds rate by the Federal Reserve
results in lower short-term interest rates and indicates earnings on cash balances will
decline in the near-term.
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The remaining changes in this category are adjustments in the projected revenue of
several program budgets (Credit Card Processing Fees, Procurement Card,
Radiation Safety, Educational Broadband Services, etc.).

7. Auxiliary Enterprise Revenue is projected to increase approximately $636,000. These
proposed revenue changes are offset by similar changes in the respective program
expenditure budgets:

The largest increase is $318,700 in the iTech Express Store. This is a new auxiliary
enterprise operation located in the Miller Information Technology Center where
students, faculty and staff can purchase computer hardware and software through
University vendors with an educational discount applied. First year sales have been
robust and support the level of projected new revenue.

The next largest revenue increase is $289,300 in University Parking—based on a 5%
increase in the price of parking permits for the University’s faculty, staff, and
students for FY 2008-09. The 2008-10 biennial budget legislation for the
Commonwealth includes agency bond authorization for the new HSC parking
structure, and the proposed parking permit rate increases will begin a multiyear plan
to fund the debt service on the new parking garage facility.

The remaining revenue changes are to the Bookstore, Food Service, and Contract
Vending program budgets to more closely align budgeted revenue with current year
actual receipts.

8. University Housing Revenue is projected to decrease approximately $370,700 for FY
2008-09 to $7,357,000. This results primarily from elimination of a past $325,000 annual
transfer from the housing reserves. Because renovation of Miller Hall is not occurring at
this time, the reserve transfer is no longer needed. Additionally, the incentive payments
from contractor-managed housing (Johnson and Kurz) are projected to decrease $60,000.

9. Service Centers are selected University support activities which are self-supporting and
function like stand-alone businesses—their expenditure budgets are based entirely on
internal charges to other University departments for services rendered or on externally
generated service income. The FY 2008-09 aggregate service center revenue is projected to
decrease $195,700 from $1,965,600 to $1,769,900. Contract Technology Support Services
revenue is projected to decrease $337,100 as a result of the iTech Express Store and
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10.

software sales moving from the Contract Technology Support Services service center into a
separate auxiliary program as described above. The Mass Spectrometry Service Center is
new this year with a projected revenue budget of $185,800. The service center provides
assistance to wusers for systematic inquiry into global metabolism and regulatory
mechanisms through high technology instrumentation. Smaller changes in projected
revenue of several other existing service centers account for the remaining net change in
this revenue category.

Hospital Related Revenue is projected to remain at $13.9 million. The majority of this
revenue is payments from the UofL Hospital surplus and the Hospital QCCT rent. These
revenues provide vital support to the schools of Medicine, Dentistry, Nursing, and Public
Health and Information Sciences.

All revenue budget changes and the proposed FY 2008-09 revenue budget are summarized by
source of revenue on the next page.
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EXPENDITURE ASSUMPTIONS

1. The proposed expenditure budget is based on total general funds available from a
carefully-developed projection of revenue. Currently, the University of Louisville
employs several methods of budgeting such as traditional “incremental” budgeting,
program budgeting, formula budgeting and a few elements of Responsibility Center
Budgeting (RCB).

2. In total the University’s “fixed costs” are scheduled to increase approximately $3.7
million. Most of the increase is a result of increased utilities and costs of
maintenance and operation (M&O) for facilities coming on-line during the 2008-09
fiscal year. These increases in fixed cost items are typically covered first from new
discretionary dollars before other program considerations and strategic initiatives.

3. Compensation for the University’s faculty and staff remains a high priority for the
University’s Leadership Team. However, given the extremely tight budget
situation the budget includes a pool of funds that represents an average 1% salary
increase in the aggregate for faculty and staff. These funds will be distributed in
July 2008.

4. Health insurance is also a high priority component of total employee compensation.
The proposed budget includes funds to cover the projected increases in health
insurance premium costs for the fiscal year. The University is a self-funded health
insurance program.

5. Beyond additional faculty and staff compensation, the proposed budget includes
other initiatives totaling approximately $12.2 million. Most of these strategic
initiatives are commitments made in previous years that must now be funded.
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EXPENDITURE HIGHLIGHTS

1. The largest component of the University of Louisville’s expenditure budget is faculty and
staff compensation—salaries, wages, and fringe benefits. Combined, they comprise
approximately 62% of the general fund budget. The President and his Leadership Team
continue to place faculty and staff compensation high on the list of University strategic
priorities.

However, given the extremely tight FY 2008-09 budget, there were simply not enough
discretionary funds to cover a cost of living salary adjustment for employees. Still, the
President and his Leadership Team did earmark approximately $2.4 million for faculty and
staff salary adjustments. This amount also includes the increased cost of employee benefits
associated with the raises. Each University employee receiving a satisfactory performance
evaluation will receive a $700 lump sum payment in July 2008. This $700 payment will
then be added to the employee’s base pay effective July 1, 2009. The overall salary policy
and implementation guidelines were developed in consultation with the Leadership Team,
Vice Presidents, Deans, the Faculty and Staff Senates, the Student Government Association,
and the Planning and Budget Advisory Committee.

In addition to the salary increases mentioned above, this budget proposal also includes a
$350,000 increase to the faculty promotion fund and a $75,000 increase to the staff
reclassification / promotion fund. These amounts are over and above the faculty and staff
salary adjustments and are distributed to departments throughout the year on an “as needed”
basis. Past experience shows that these centrally administered funds, coupled with unit
funds, are sufficient to cover requested promotions and reclassifications during a given
fiscal year.

2. Based on recent discussion with Aon, the University’s Human Resources Consulting firm,
health care costs are projected to moderate substantially for calendar year 2009. Because of
this, the University’s Human Resources department projects the health care premiums will
increase only 5% effective January 2009. However, to ensure the total cost increase is
absorbed by the University and not passed on to the employee, this budget includes a health
insurance reserve fund of $555,794 to cover any unanticipated increases in health care
insurance. Should these funds not be used during FY 2008-09, they will then be available
in the FY 2009-10 budget.
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Employee-paid health insurance premiums for calendar year 2008 are currently $538 per
month per employee, which pays the cost for single coverage on UofL’s basic health plan.
Employees may opt for other health care coverages but must pay the additional cost of the
more expensive plans.

e The proposed budget contains an additional $1,006,437 for continuing the same level
of support, $538 per month per employee, for the second half of calendar year 2008.

e The proposed budget also includes an additional $671,087 to cover a projected 5%
premium increase for calendar year 2009. This brings the new rate to $565 per
month per employee, effective January 1, 2009.

3. Selected fixed and semi-fixed costs are projected to increase for the 2008-09 fiscal year.
Separate and apart from the aforementioned employee benefits, this budget includes
approximately $3.7 million for increases in budgetary items that are classified as fixed or
semi-fixed costs. These increases routinely must come “off the top” of discretionary general
funds to provide for basic operating needs of a fixed nature.

Changes in this category include:

e Included in the proposed FY 2008-09 budget is $405,782 to cover the projected
increased cost of funding the Social Security (FICA) taxes on a higher maximum
salary. This budget projection uses a 4.4% increase as an estimate for the new
maximum, which is calculated each fall.

e Because increases to the external auditing contract with BKD, LLP are partially
based on the increase in the University’s total budget, UofL’s audit fees are
projected to increase slightly in FY 2008-09. The proposed budget includes an
additional $4,300 for this increase.

e As new employees are added to the University payroll and more existing employees
are encouraged to enroll in the University’s mandatory retirement program, the costs
continue to escalate. Included in this budget is $243,771 to cover these projected
increases.

e Both Long Term Disability and Unemployment Insurance are projected to increase

slightly for FY 2008-09. An additional $26,829 is budgeted to cover the increase in
both premiums.
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The Worker’s Compensation insurance premium is based on the employee workers’
compensation classifications, historical claims experience and the insurance market.
These three factors applied to the University’s payroll determine the cost. Because
of an increase in worker’s compensation claims and market changes over the
previous few years, this budget is projected to increase slightly - $57,079 for FY
2008-09.

As the cost of general insurance for the University continues to rise, this proposed
budget includes $55,000 to fund those increases.

UofL continues to provide health insurance benefits for its retirees until they are
Medicare eligible. Included in this proposed budget is $26,408 to cover the
projected increases associated with this benefit.

The University’s Bad Debt expense continues to increase as some students default
on past bills and are financially unable to pay their tuition bills. This budget
earmarks $42,500 to cover the increases in the amount of Bad Debt Expense
absorbed by the University.

In total, payments to meet the University’s Debt Service Requirements will increase
approximately $576,000 for FY 2008-09. The following details the changes
associated with the various Debt Service Issues:

Series A General Receipts Bonds 1,483,620
Consol Educ Bldg Rev Bonds (Series M) (23,143)
Consol Educ Bldg Rev Bonds (Series M) (3,007)
Consol Educ Bldg Rev Bonds (Series N) 87
Consol Educ Bldg Rev Bonds (Series O) (24,625)
Consol Educ Bldg Rev Bonds (Series P) (100)
Revenue Refunding Bonds (Series E)-Housing (42,262)
Revenue Refunding Bonds (Series F)-Housing 40,125
Revenue Refunding Bonds - (Miller)-Housing (854,469)
Total Change in Debt Service 576,226

Based upon preliminary consultations with the various utility providers, utility
budgets for existing University facilities are projected to increase approximately
4.5% for FY 2008-09. An additional $577,266 is included in the budget of the
Physical Plant Department to cover these projected cost increases.
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4.

Also included in the proposed budget is funding totaling $1.1 million for
Maintenance and Operations (M&QO) and utilities associated with new facilities
coming online in FY 2008-09. The details are as follows:

0 The Center for Predictive Medicine/Bio Safety Lab 111 (Shelby Campus) —

This new federally funded facility is projected to be online in January of 2009.
Included in this budget is $431,761 to cover the M&O required to open this
facility in January through the remainder of the 2008-09 fiscal year. The
University will need to earmark the remaining annual M&O in the FY 2009-10
budget.

Clinical and Translational Research Building (Health Sciences Campus) —
This facility is projected to be online in June of 2009. Because of the nature of
the specialized bio-medical research performed in the building, this is an
extremely expensive facility to operate. Included in this budget is $303,319 —
this represents one month of M&O for this facility. The remaining eleven
months need to be set aside in the FY 2009-10 budget.

Home of the Innocents Building (School of Public Health — Health Sciences
Campus) — The renovation of this facility will be completed in August 2008. At
that time, the School of Public Health and Information Sciences will move to
that facility. Approximately $252,105 is earmarked in this budget to provide
M&O for that building.

Louisville Scholar House (Belknap Campus) — This new facility is scheduled
to open in August 2008. Since the operation of this building is a partnership
with Project Women, UofL is responsible for a portion of the facility’s M&O.
Funds totaling approximately $148,750 are earmarked in this budget for UofL’s
portion of the building’s M&O.

In addition to the University’s fixed costs, the Leadership Team approved a small increase
in the University’s budget reserve and a few off-cycle permanent budget adjustments.
These items total approximately $278,600. Off-cycle budget adjustments are held to a
minimum under the leadership of the President and Provost.

Beyond the items mentioned above, this proposed budget includes an additional $7.7
million for investment in prior commitment or initiatives that the University must make to
basically avoid falling behind with state mandates. The following details these
commitments and categorizes each investment by strategic goal.
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Goal One — Education Excellence — “The promise of a limitless future.” UofL will be the
first choice for students who wish to excel in the classroom and in life, and that students learn
to be competent, mature and critical thinkers. Work to ensure students become responsible,
informed and engaged citizens.

Financial Aid - To aid in the recruitment and retention of quality students, this budget
earmarks $3.2 million for the student financial aid budget. Details of this increase are as
follows:

Most of this amount, over $2.3 million, offsets the projected 9.0% tuition rate increase
and maintains undergraduate financial aid budgets at roughly the same relative
program expenditure levels as in FY 2007-08. Ten financial aid programs fall within
this category and will receive a total of $1.6 million. A sum of $717,800 is being
allocated to Central Administration to provide funds to units without sufficient
endowment funds to cover the additional financial aid funds needed for FY 2008-09.

All other unit-based general funds financial aid budgets will remain budgeted at the
July 1, 2007 level. Units with unused endowed financial aid funds are expected to
spend the endowment funds first and then request general funds through the Provost.

An additional $850,000 is added to the “Cardinal Covenant Program.”  This
innovative program was implemented in FY 2007-08 to make college affordable and
attainable for a number of Kentucky families living at or below 150% of the federal
poverty level. UofL was the first public university in Kentucky to implement a
covenant or promise program. It essentially fills the gap between federal, state, and
other need-based financial aid programs so that students falling into this category will
graduate from UofL “debt free.” The $850,000 provides continued funding and
enhancements for awards to students in FY 2007-08 and extends the covenant
program to new students in FY 2008-09. The total amount budgeted for the Cardinal
Covenant Program is now over $1.2 million.

The University is also increasing the amount needed for the federal financial aid
matching funds. An additional $2,985 is added to the FY 2008-09 budget.

Quality Enhancement Plan (QEP) - Every institution applying for accreditation by the
Southern Association of Colleges and Schools (SACS) is required to develop a Quality
Enhancement Plan to improve the quality of student learning. UofL’s QEP, ldeas to
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Action: Using Critical Thinking to Foster Student Learning and Community
Engagement, is designed to improve the critical thinking skills of UofL undergraduate
students. To ensure adequate program funding, $260,000 is allocated for the QEP in FY
2008-09. These funds will be used for implementation and assessment of the plan, for
new personnel costs, for faculty development and incentive programs, and for
establishment of culminating experiences.

Goal Two — Research, Scholarship and Creative Activity — *“The passion to break new
ground.” To focus our energy and resources to enhance scholarship and research as we
advance to national prominence in areas of programmatic strength. The faculty will be
recognized nationally and internationally for their teaching and research and will serve as
outstanding mentors to all our students.

Strategic Research Initiative — Faculty Positions - To maintain the momentum in
campus research activity, this budget includes $1.5 million to fund approximately 15 new
research-active faculty positions that were authorized for recruitment in FY 2007-08.
Positions will be strategically budgeted in departments and specialties to capitalize on
intramural and extramural resources for research and scholarship. These positions are also
expected to translate theory and laboratory science into practical applications. While these
new positions will have a primary focus in research, they will also provide much needed
undergraduate and graduate instruction on both the Belknap and HSC campuses.

Graduate Fellowships - Strong graduate programs are crucial to the University attaining
its goal of becoming a nationally recognized metropolitan research institution. This budget
includes $230,400 for additional University fellowships in new Ph.D. programs for FY
2008-09.

Center for Predictive Medicine/Bio Safety Lab - A Level 3 Regional Bio Safety Lab,
one of 13 such labs being built throughout the United States, is under construction on a
4.2-acre site at the northeast corner of UofL’s 240-acre Shelby Campus. Funding for the
lab’s construction costs is provided by the National Institutes of Health’s National
Institute of Allergy and Infectious Diseases and is scheduled to open and begin operations
in the Spring of 2009. The lab will house UofL’s Center for Predictive Medicine, a
combination of researchers and technicians who will work to develop vaccines and other
countermeasures to detect, prevent and treat emerging infectious diseases and prepare for
biowarfare attacks or natural epidemics. This budget contains $1.1 million as the partial-
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year funding during FY 2008-09 for the lab’s Scientific Director, supporting software and
research technicians, facility operations and maintenance personnel, and round-the-clock
security guards. Subsequent funding, projected in a three year start-up plan, will be
requested in later operating budgets to expand the lab staff in all areas of operation.

Goal Three — Community Engagement — “The insight to champion community.” UofL
takes pride in the fact that we are a “citizen university.” As UofL maintains its traditional
commitments to teaching, research and service we also ensure that the institution’s goals are
blended with those of the surrounding area.

Joint UofL-WKU Engineering Program - For FY 2008-09, $125,000 is budgeted in
support of the joint engineering program with Western Kentucky University. The UofL-
WKU joint engineering degree is an integral component of the statewide engineering
strategy. The program had previously been budgeted with state engineering funds on a
year-to-year basis through CPE pass through appropriations. Effective July 1, 2008, the
$125,000 allocation for this initiative will be moved to the University’s base appropriation
on a permanent basis.

Kent School - Fall 2007, the University introduced a Bachelor of Social Work degree
program in the Kent School of Social Work to help meet a growing demand for graduates
in this field. In addition, students who graduate from an accredited Bachelor of Social
Work program are eligible for advanced standing in social work masters programs. For
FY 2008-09 the University is allocating $105,000 to support the new Bachelor of Social
Work degree program. Kent School will use these funds for accreditation and
recruitment, and for expansion and enhancement of the program.

Goal Four - Diversity, Opportunity and Social Justice — “The courage to question
convention.” To foster and sustain an environment of inclusiveness, free of prejudices and
bias, empowering all to achieve their highest potential, and being open to all ideas and
bringing many diverse perspectives to the table.

Diversity - UofL is committed to recruiting and retaining a diverse population of students,
faculty and staff. To help foster greater diversity on campus, an additional $100,000 is in
the budget for key diversity initiatives. These funds are available to the Vice Provost for
Diversity for university-wide diversity programs, diversity training, and other related
programs during the upcoming fiscal year.
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Goal Five — Creative and Responsible Stewardship — “The will to achieve greatness.”
Improve the effectiveness and accountability of programs and services in fulfilling the
mission and vision of the University.

Faculty and Staff Compensation - The salary, wage, and fringe benefit enhancements
discussed at the beginning of the Expenditure Highlights support goal five.

The initiatives described above total over $12 million and are summarized below.

Description Amount
Educational Excellence
Financial Aid Escalator 3,324,600
Federal Financial Aid - Institutional Match 2,985
Cardinal Covenant Program
Continuing commitment 250,000
FYO08 over awards 100,000
FY09 enhancements 500,000 850,000
Quality Enhancement Plan - "Ideas to Action" 260,000
Total Educational Excellence 4,437,585
Research, Scholarship, and Creative Activity
New Faculty Positions (cost net of grant revenue) 1,500,000
Fellowships for new Ph.D. programs 230,400
Health Insurance for Graduate Students 107,433
Bio Safety Lab / Center for Predictive Medicine 1,103,234
Total Research, Scholarship, and Creative Activity 2,941,067
Community Engagement
Joint WKU/UofL Engineering Program 125,000
Kent BSW Program 105,000
Total Community Engagement 230,000
Diversity, Opportunity, and Social Justice
Diversity Initiatives 100,000
Total Diversity, Opportunity, and Social Justice 100,000
Creative and Responsible Stewardship
Salary & Wage Increases 2,400,375
Faculty Promotion Fund 350,000
Staff Reclassification / Promotion Fund 75,000
Health Insurance 1,677,524
Total Creative and Responsible Stewardship 4,502,899
Total Investment in Policy Initiatives 12,211,600
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6. Because of the significant reduction in the University’s state appropriation, this budget also
includes unit-based budget reductions and other University-wide revenue enhancements and
cost saving strategies totaling approximately $11.9 million. For more complete details on the
University’s overall budget reduction strategies for the FY 2008-09 Operating Budget, please
refer to the Budget Reduction section included in this document beginning on page 38.

7. The proposed expenditure budget is increased by approximately $3.2 million for items
directly offset by revenue. Programs included in this category have a one-to-one
relationship between a specific revenue item and its corresponding expenditure budget.
Included in this category are:

The School of Public Health and Information Sciences will receive an additional
$500,000 budget allocation to support its operations. New incremental tuition revenue
generated by the School’s programs will support this expense allocation. As
enrollment has increased, the School’s tuition revenue has grown proportionately.

The budget for the Student Health Services is projected to increase $323,800 in FY
2008-09. This increase is based on a more realistic projection of student enrollments
and student health service usage.

Overall Continuing and Distance Education programs show a proposed net increase of
approximately $197,700. Most of this increase is a direct result of increased Distance
Education offerings across campus. Budgeting the expenses upfront should reduce the
amount of budget paperwork required throughout the academic year.

The category of Special Programs is projected to increase $184,500 for FY 2008-09.
Most of this increase is related to increased activity in the Miami University/Europe
program. This is an innovative, collaborative program between the College of
Business and Miami of Ohio University. Other small changes in various programs
round out this category.

Unit-based and course fee budgets are projected to increase $293,400. The Dental
Instrument Rental expense budget is increased $188,500 to include additional salaries
and operating expenses to the program. The Speed Software Technology Fee budget
increase is based on the licensing fees to be paid for specialized engineering software
installed on student tablet PCs. The Urban and Public Affairs Fee expense budget
increase is an enhancement to the program’s instructional costs.
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Expense budgets offset by non-educational revenue will increase approximately
$305,600. This change results from multiple revisions to “program budgets” across
the University.

Approximately $1,264,200 is directly offset by appropriations from the
Commonwealth. This amount is for the Quality and Charity Care Trust (QCCT)
inflation escalator. While included in UofL’s state appropriation, these funds are
transferred directly to the QCCT and—unlike other general fund appropriations—
the Commonwealth captures lapsed funds at year-end.

A number of other small adjustments to various programs round out this category of
Expenditures Offset by Specific Revenue.

8. As part of the budget of the Commonwealth (HB 406), funding for the Metropolitan College
initiative was moved to the Economic Development Cabinet’s budget. The expenditure
budgets associated with this revenue were removed from the University’s budget as well.
Once the cash is transferred to the University after the beginning of FY 2008-09,
expenditure budgets will be established in the University’s financial systems.

9. The expenditure budget for the University’s Auxiliary Enterprises increased
approximately $1.1 million for FY 2008-09. Changes in this category include:

University Parking’s budget is projected to increase approximately $293,000 for
FY 2008-09. This proposed budget is currently based on a 5% increase in the cost
of parking permits for University faculty, staff, and students. The 2008-10 biennial
budget legislation for the Commonwealth includes agency bond authorization for the
new HSC parking structure. The proposed parking permit rate structure will begin
to support the debt service on the new garage facility.

The iTech Express Store is a new auxiliary enterprise located in the Miller
Information Technology Center. Students, faculty and staff can purchase computer
hardware and software through University vendors with the educational discount
applied. First year sales have been good and overall most students, faculty and staff
are pleased with the store’s convenience and discounts. Expenses of the program are
primarily salaries and operating expenses which were previously recorded in the
Contract Technology Support Services Service Center. The program’s budget is
$318,700.
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10.

11.

The Student Housing budget is projected to increase approximately $555,400 for FY 2008-
09. The Board of Trustees approved the new housing rates at their special Board meeting in
May 2008, which will become effective Fall 2008. On average, the rates for the residence
halls and apartments will increase 9%. According to benchmark studies, UofL’s housing
rates remain competitive with other regional and benchmark institutions. The rate increase
was required to support additional personnel costs, operating costs, deferred maintenance
and other renovation projects.

The expenditure budgets for the University’s Service Centers are 100% self-supporting and
function as stand-alone business enterprises. That is, their respective expenditure budgets
are based entirely on internal charges to other University departments for services rendered
or externally produced service income. In total, these budgets will decrease approximately
$165,700 for FY 2008-09. Most of this decrease is a direct result of closing the Contract
Technology Support Services Service Center. The services once provided by this center
will be offered through the iTech Express Store now open in Miller Information Technology
Center. The iTech Express Store is an auxiliary enterprise and is discussed in that section.

32



%TY 006'092'9€ 00£'92¢'¥06 TGZ'9TL'C L€S'W.8'L (00L'0SL'y) (9EL'86T'9) €6S'7¥0'Z ST6'8T0'C  OFW'LLL'TE O 009'8/¢ 00%'G9%',98 O 007'597'298
%L'9 000'000'0€ 000000087 0 0 0 0 0 0 000'000'0€ 0 0 000°000'0S7 0 000°000'05¥
%9'T  006'09.'9  00€'9zZ'vey T1S2'9TL'C  LeS'w/8'L (00L'0SL'y) (95L'86T'9) €6S'vv0'C ST6'8T0C  Ovv'llL'C O 009'8/2 00V'S9V'LT¥ O 00v'S9Y'LTY
%0°00T- (00£'266'T) 0 0 0 0 0 0 0 (00e'z66'T) 0 0 00€'266'T 0 00€'266'T
%E'9 002'v92'T  008'6TF'TZ 0O 0 0 0 0 0 002'%92'T 0 0 009'SST'0Z 0 009'GST'02
%Syl ZT9'TGE'T  28G'9G9'0T  €FT'ES 0 (Tov'Tt1) 0 0 8G'GS IrYSET 0 0 0.6'70€'6 0 0/6'70€'6
%08 210wy 280'v10'9 ST 0 (To¥'11T) 0 0 86T'€E 0.6'06% 0 0 0£0'0L5'S 0 0,0'0.8'S
%L, TT-  (002'G9T)  006'G¥2'T  8T6'L 0 0 0 0 €178 (Teo'z8T) 0 0 009'TTV'T 0 009'TTY'T
%Z'9y  00E'€L0T  009'96€'€  086'ET 0 0 0 0 LY8'ET ELF'SYO'T 0 0 00€'€2€'C 0 00£'€ze'e
%8°C 099'2T9Y  999'8/6'0/T 9LL°/€T'T ¥€6'026'9 (610'888°€) (628'60T°2) €6G'¥¥0'C L¥T'LLS zel' vy (T0€'€6L) 129'GLZ  966'G9E'99T  ¥56'22L'G 270'8€9°09T
%8°€ 922915 16T'86L'ST 0 0 0 0 ¥8T'€0Z 0 2r0'€LE 0 0 T/6'T22'ST 0 1/6'722'ST
%T'L 16188 €22'T/8'S  ¥L0'CE 0 (otg'om) 0 0 629'c€ (000'5) /66'LET  000°007  2E0'€8Y'S 0 2€0'€E8Y'S
%0°0 0 00Z'9¢Y 01 0 0 0 0 0 (012) 0 0 0029t 0 002'9¢Y
%Z'E €€5'862'T  9TE'OVT'Zy 0 68521y (250'228'2) (000°L5) 0 0 0 0 0 €8L'/¥8'0v 0 €8.'1¥8'01
%L, T-  (89T'98) 110'620's  TTO'TE 0 (8v9'TT)  (000'9€T) 0O €LE'T€ (000'7) 960'€ 0 6LT'STT'S 0 6LT'STT'S
%G9 ¥90'TT9 9T€'066'6  ¥€6'9T 65T¥T9 0 0 0 0 0 (96T'06)  LZT'OL  TST'6LE'6 0 2GC'6LE'6
%0'6T  T/0'VG.'T  T82'600°TT  G9L'9TS  062'9€9'T 0 (0os'222) 0 99295 0 (6v0'82T) 0O 012'652'6 0 012'552'6
%Y'9 GOE'90T'Z  0€T'60C'GE  €80'T6T O 0 0 TOZ'€TL'T 2€0°'€0C 0 (z10'T) 0 GZ6'20T'€E 0 GZ6'20T'€E
%Le- (926'86T)  28G'99T'S  ¢/6'0E 0 0 (069'8TT) 0 606'2€ (000's.T)  ¥88'0€ 0 805'G9€'S 0 805'59¢'S
%e0-  (521'2) 9z8'ev. 90€'Y 0 0 (26T'21) 0 S.G'v 0 TST'9 0 156'SYL 0 156Gy
%E0 128'9 ¥50'919'C  ¥LT'ST 0 0 (000'62) 0 €00°9T 0 77505 0 €€2'609'C 0 €€2'609'C
%9°0 262'29 87€'968'6  99.'9S 0 (9t0'62)  (18€'%¥2) 0 9TE'09 000°0TZ 109'8 0 950'7€8'6 0 950'7€8'6
%el-  (6¥0'€TL)  ¥S6'80T'6  189'0VT 00L'v6c  (L16'7€S) (T02'C2L) 0 2rz'09 006'8Y (65t) 0 €00'228'6 0 £00'228'6
%6'TT-  (12£'289) €22'190'S 8.G'€E 000°00T 0 (oo0'088) 0 82¢'Ge 0 (LLT'1y) o ¥6S'EVL'S 0 ¥6S'EVL'S
%S T-  (192'8T) 805'29T'T 918'9 0 0 (00L'2€) 0 we'L 0 18€'G 0 69L'08T'T 0 69.°08T'T
%Sz (SelL'vyT) 622'€85'S 150'T9 002'86 0 (000't1) 0 2eT'SE 0 (801'562) 0 ¥56'L2L'S v56'22L'S 0
%g's-  (8Te'vE)  8ST'0ST'9 OS2 0 (98'6%) 0 802'82T  00L 0 0 005'S 9/€'G67'9 0 9.€'567'9
%10 82.'v2S'T  29¢'TLT'TZZ 2€€'seS'T  €09'tG6  (082'TS.) (L06'880'%) O 0TE'98E'T  96€'€0L'T  TOE'€6. €L6C vES'OV9'6TZ (¥S6'22L'G)  88V'VLE'GeC
%tz (¥€9'08) €0€'€28'E GTL'Se 0 (08) (000°08) 0 vv6'€C 0 (etz'os) 0 LE6'€06'E 0 /€6'€06'E
%00 ore's 2€.'G88'LT  ZET'60T  000'GeT  (8€8'22)  (8TL'96E) O 679'60T 009'TT SIr'.L 0 267'L18'.T 0 267'2.8'LT
%0'6T  6EE'L99 689'CLTY  OvE'6T 9rz'8e 0 (126'09) 0 005'TC 000'00S ¥ZZ'6€T 0 0S€'G0S'E 0 0G€'50S'E
%602  8ET'€98 €16'066'y  298'€Z 000092  (099°0ST) 0 0 vSe'se 005'v€S 2L00T 0 GLL'EETY 0 GLL'EET'Y
%9°0 LET'82 0rS'S8E'y  G68'VE 9rz'8e 0 (000'78) 0 9z2'92 0 1/22T 0 €07 LGEY 0 €07’ LGE'Y
%60~  (889'8Y) 29L'€¥E'S  GST'SE 0 (009'67)  (000'szT) 0 720'€E 009'%S (L16'97) 0 0Sv'26¢€'S 0 057'Z6¢€'S
%Z'T 0€L'9 266'T.S €92'¢ 0 0 0 0 19%'€ 0 0 0 292'595 0 292'595
%z 0-  (682°06) 88T'9T0'6Y  608'GZE  ¢6V'9L (oov'zre) (eor't66) O 09.'02€ 008'€Z€ €T2'96T 0 116'90T'67  (vS6'22L'S)  TE6'VEB'YS
%z'0-  (800'62) SY8'6YSLT  ZLY'TOT 0 (086) (000‘'008) 0 118'20T 0 28979 0 €58'8/6'.T 0 €G8'8.G'LT
%e'e-  (20Z'€€T)  06G'685'S  ¥EO'EE 0 (ov1'1) (000'002) 0 00T'GE 0 (9671) 0 z6L'2TeL's 0 z6L'TeL's
%S'T G2e'zs 189'LSp'E 0€6'02 000'50T  (0£9) (000's8) 0 188'0C 0TZ (zL1'6) 0 95¥'S0v'E 0 95v'S0v'E
%¥°0 EVr'YT €LT'ESS'E  €9¢'Ty 0 0 (001'55) 0 v0L'TC 0 9.5'G 0 0£L'8E5'E 0 0€.'8€S'E
%9°0-  (187'28) L09'TS8'ET 29708 0 (002'69)  (000'892) 0 €67'G8 00808 79v'e 0 880'6€6'€T 0 880'6€6'€T
%T0-  (869'6) 08.'/85'ST  199'/6 0 (09z'v¥)  (000'00€) O §99'G6 0ET'TYT 0 0 8LV'/6G'ST 0 8./%'/6G'ST
%r'0-  (¥Sv'69) 6€8'829'9T  689'TOT 0 (esy'ze)  (seL'vTe) 0O LT¥'20T 6/5'CL 0 €50'9 €62'869'9T 0 €62'869'9T
%1°0-  (082'59) 0Zv'86'0S  STE'T9E  9¥Z'8E (6v5'oy)  (0z6'228) O Ge9'6ce  (610'22) €56'90T 0 002'€95'0S 0 00.'€95'0S
%EET  60L'86Y 102'85¢'y  82€'66 €le2T 0 0 0 850'€C 00T'TT 626'G6  (080'c)  86V'6SL'E 0 861'6G.'€
abueyd pasiney 196png sujousg  SaAnenlul  salfslenls  suononpay $150D Sasealou| anusAsy  SJajsuel]  spund 18bpng uoneziuebloay 19bpng
Juddiad woly abueyd  pasodoad abuni4 Aajod sbuines 196png paxi4 Aejes AQ19syO  edubls  MaN pasingy  aAnensIuIWPY  [eulBuO
pasodoid 60-8002 1 sabuey) 150D n 80-,002

60-800C H€3A [e3sI
saanlipuadx3 palabpng ul sabuey) Jo Arewwnsg

ALISHIAINN TVLOL
suonelodiod 0N

spun4 [eJauds [e3oL

abajj0D ueyjodonain
uonedO||y [eNdsoH Ausianlun
sasiadasug Aderjixny [e10L

BuisnoH Ausianiun

S13JU8D BIINIBS

sasudiaug Aseljixny
sastadasug Aserjixny

s1un 1oddns [e1o

S13jsuel | /80IAIBS 1080
Juawabeuey Jusw|joiul
20SSY/ JUSWIUISA0D) JUapNIS
PIV [eIoUBUIS JUBPNIS
SBINAINY JUBpMIS
SaNIBSY
YoIeasay ‘d ‘A '3
1ueld [edtshyd
aoueUlS "d'A
SIBYY [euaXT 'd'A
JUBUBOUBAPY "d'A
ABojouyda] oju] ‘d'A
slieyy ssauisng ‘d'A
1S0A0Id
juapisaid
:1oddns feuonninsu|
SIBYY Y)BaH d "A '3
sasuadx3 [euonnnsu| [essusD
syun 1oddns

SHUN JIWBPeDY |10

slleyy ajenpelbiapun
psads g T

UiesH 21gnd

swelboid d1wapedy Jayio
BuisinN

J1SNIN

(T40n) 8bs]100 uenjodonsiN
ENTRITEIN

saLreIq]

Mg JO |00YdS Siapuelg
>0/ [BI20S 40 |00YIS Judy
100Y3S 8renpel

‘A3 UBWINH 79 UOIeINp3
Ansnua@

ssauisng

S3IUBIOS puUe SUY

sweiboid poddng o1wspedy
SHUN 91WBpedy

a.m..m_._ BuiuaddeH s

ATTIASINOT

40 ALISHYHIAINDN

33



SUMMARY OF
CHANGES IN
REVENUE AND
EXPENDITURES




UNIVERSITY OF
@ LOUISVILLE SUMMARY OF BUDGET CHANGES
It's Happening Here. 2008-09 Operating Budget

Summary of Changes in Revenue and Expenditures

|. Educational and General Revenue Budget

A. 2007-08 E&G Revenue Base Budget 401,603,100
B. 2008-09 Adjustments to State Appropriation
- Base Adjustments:

Enacted State Reduction (10,029,100)

Hospital Contract - QCCT Inflation Adjustment 807,200

Hospital Contract - QCCT Escalator 457,000

Instruction - Joint WKU/UofL Engineering Program 125,000

E&G Debt Service Adjustment 3,709,100

Research Support moved from CPE budget 1,000,000

Sub-Total Base Adjustments (3,930,800)
- Change in State Appropriation in CPE Budget:
Research Support moved to base (1,000,000)
Kentucky Pollution Prevention Center (57,200)
Sub-Total Adjustments through CPE (1,057,200)
Total Adjustments to State Appropriation (4,988,000)
C. Adjustments to Tuition and Fee Revenue
- Tuition:
Projected Tuition Rate Increase (on budgeted enroliment)
Summer Term @ 9.9% (from FY08) 1,108,300
Fall & Spring Terms @ 9% 10,595,800
11,704,100

Mandatory Student Fees
Student Health Services 323,800

323,800

Enrollment Growth 3,600,600

Sub-Total Adjustments to Tuition - 15,628,500
- Fee Revenue:

Continuing Education Fees 48,100

Distance Education Fees 204,900

Special Program Fees 111,000

Unit-based and Course Fees 293,400

Miscellaneous Fees 178,000

Total Adjustments to Fee Revenue - 835,400
Total Adjustments to Tuition and Fee Revenue - 16,463,900

D. Adjustments to Transfers from Affiliated Corporations

- UofL Athletic Association, Inc. 1,001,594
- UofL Research Foundation, Inc. 481,349

Total Adjustments to Transfers from Affiliated Corporations 1,482,900
E. Adjustments to Sales and Services of Educational Departments 10,000
F. Adjustments to Revenue from Organized Activities Related to Instruction (74,000)
G. Adjustments to Other Non-Educational Revenue (4,211,200)

Total Projected Educational & General Revenue 410,286,700
I1. Auxiliary Enterprises, Service Centers, and Housing Revenue Budgets

A. Auxiliary Enterprises Base Budget 4,176,700
- Food Service Contract 44,000
- Contract Vending (21,000)
- Bookstore Operations 5,000
- University Parking 289,300
- iTech Express 318,700 636,000

Subtotal Auxiliary Enterprises 4,812,700
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Summary of Changes in Revenue and Expenditures (cont.)

B. Service Centers Base Budget 1,965,600
- Mass Spectrometry Service center 185,800
- CGEMM Transgenic Core (5,000)
- Bioengineering Lab 78,000
- Biophysics Lab (2,000)
- Nuclear Magnetic Resonance Facility (1,000)
- MicroTechnology Service Center (88,600)
- Dahlem Supercomputer Lab (30,600)
- Communications Services 22,900
- Contract Instructional Support (18,100)
- Contract Tech Support Services (337,100) (195,700)
Subtotal Service Centers 1,769,900
C. Student Housing Base Budget 7,727,700
- Johnny Unitas Tower 77,200
- Miller Hall 92,600
- University Tower 44,500
- Stevenson Hall (141,500)
- Threlkeld Hall (51,200)
- Med / Dent Apts and Dorms (156,000)
- The Complex 122,700
- Louisville Hall 26,100
- Housing Administration (385,100) (370,700)
Subtotal Student Housing 7,357,000
I11. Metropolitan College
- Base 1,992,300
State Appropriation moved to Economic Development Cabinet (1,992,300)
Subtotal Metropolitan College 0
Total University Revenue 424,226,300

I. Educational and General Expenditure Budget

A. 2007-08 Expenditure Base Budget 405,602,868

B. Fixed Costs:
- Personal Services

Change in FICA Maximum 405,782

Long-Term Disability Insurance 19,188

Worker's Compensation Insurance 57,079

Unemployment Insurance 7,641

Retirement Contribution 243,771

Employee Benefit Reserve 555,794

Total Adjustments to Personal Services 1,289,255
- Current Expenses

Insurance 55,000

Audit Fees 4,300

Bad Debt Expense 42,500

Retiree Health Insurance 26,408

Total Adjustments to Current Expenses 128,208
- Physical Facilities

Utility budgets increase (estimated on a 4.5% average) 577,266

M&O for New Facilities 1,135,935

Change in Debt Service Requirements 576,226

Total Adjustments to Physical Facilities 2,289,427
Total Adjustments to Fixed Costs 3,706,900

C. Other Expenditures:

- Budget Reserve Fund 70,119
- FY08 Budget Revisions with C.A.R. 208,476
Total Adjustments to Other Expenditures 278,600
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D. Investment in Policy Initiatives:

- Educational Excellence

Financial Aid Escalator 3,324,600
Federal Financial Aid - Institutional Match 2,985
Cardinal Covenant - continuing commitment 250,000
Cardinal Covenant - FY08 over awards 100,000
Cardinal Covenant - FY09 enhancements 500,000
Quality Enhancement Plan - "Ideas to Action" 260,000
Total Educational Excellence 4,437,585
- Research, Scholarship, and Creative Activity
New Faculty Positions (cost net of grant revenue) 1,500,000
Fellowships for new Ph.D. programs 230,400
Health Insurance for Graduate Students 107,433
Center for Predictive Medicine / Bio-Safety Lab 1,103,234
Total Research, Scholarship, and Creative Activity - 2,941,067
- Diversity, Opportunity, and Social Justice
Diversity Initiatives 100,000
Total Diversity, Opportunity, and Social Justice 100,000
- Community Engagement
Joint WKU / UofL Engineering Program 125,000
Kent BSW Program 105,000
Total Community Engagement 230,000
- Creative and Responsible Stewardship
Salary & Wage Increases 2,400,375
Faculty Promotion Fund 350,000
Staff Reclassification / Promotion Fund 75,000
Health Insurance:
July thru December 2008 - 11.5% - $538/mo./employee 1,006,437
January thru June 2009 - 5% - $565/mo./employee 671,087 1,677,524
Total Creative and Responsible Stewardship 4,502,899
Total Investment in Strategic Initiatives 12,211,600
E. Planned Programmatic Budget Reductions:
- Academic Units (4,088,907)
- Support Units (2,109,830)
Total Planned Programmatic Budget Reductions (6,198,737)
F. Cost Savings Strategies:
- Institutional Financial Aid
Escalate scholarship budgets only for central U/G and selected unit programs (1,000,000)
Total Institutional Financial Aid (1,000,000)
- Compensation and Benefits
Eliminate six credit hour tuition remission benefit for spouses (368,700)
Require faculty and staff to pay the 30% surcharge on distance education courses (74,000)
Capture University-wide lapsed fringe benefits (1,000,000)
Total Compensation and Benefits (1,442,700)
- Chargebacks to UofL Corporations
Overhead Charge to Program Budgets, Service Centers and Auxiliaries (1,144,313)
Add retiree health insurance direct billing expense into fringe benefit calculation (479,876)
Add faculty, staff, and dependent tuition remission into fringe benefit calculation (1,370,628)
Total Chargebacks to UofL Corporations (2,994,817)
- Miscellaneous Savings
Reduce budgets of state mandated programs 3% (313,200)
Total Miscellaneous Savings (313,200)
Total Cost Savings Strategies (5,750,700)
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G. Expenditure Changes Offset by Specific Revenue or Departmental Credits

- School of Public Health and Information Sciences 500,000

- Mandatory Student Fees 323,800

- Continuing Education 7,810

- Distance Education 189,900

- Special Programs 184,515

- Unit-based and Course Fees 293,400

- Miscellaneous Fees 10,102

- Sales and Services of Educational Departments 21,639

- Organized Activities Related to Instruction (58,470)

- Other Non-Educational Programs 305,600

- Hospital Contract - QCCT 1,264,200

Total Adjustments to E&G Expenditures Offset By Revenue - 3,042,500
Total Projected E&G Expenditure Budget 412,893,000

Il. Auxiliary Enterprises, Service Centers, and Housing Expense Budgets

A. Aucxiliary Enterprises Base Budget 2,323,300
- Food Service Contract 44,000
- Contract Vending 211,000
- Bookstore Operations 207,000
- University Parking 292,600
- iTech Express 318,700 1,073,300
Subtotal Auxiliary Enterprises 3,396,600
B. Service Centers Base Budget 1,411,600
- Mass Spectrometry Service Center 185,800
- CGEMM Transgenic Core (5,000)
- Bioengineering Lab 78,000
- Biophysics Lab (2,000)
- Nuclear Magnetic Resonance Facility (1,000)
- MicroTechnology Service Center (88,600)
- Dahlem Supercomputer Lab (30,600)
- Communications Services 22,900
- Contract Instructional Support (18,100)
- Contract Tech Support Services (337,100)
- Temporary Services 15,000
- Central Stores and Stockroom 15,000 (165,700)
Subtotal Service Centers 1,245,900
C. Student Housing Base Budget 5,570,070
- Johnny Unitas Tower (9,900)
- Miller Hall (100,500)
- University Tower 30,800
- Stevenson Hall 31,100
- Threlkeld Hall 35,100
- Med / Dent Apts and Dorms 7,700
- The Complex 17,800
- Louisville Hall 36,900
- Dormitory Activities 3,413
- Housing Administration 503,000 555,413
Subtotal Student Housing 6,125,500
I11. Metropolitan College
- State Base Funding 1,992,300
Transfer of Funding to Economic Development Cabinet (1,992,300) (1,992,300)
- University Base Funding 565,262
Subtotal Metropolitan College 565,262
Total University Expenditures 424,226,300
University Projected Surplus / (Deficit) 0
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BUDGET REDUCTIONS,
REVENUE ENHANCEMENTS, AND
COST SAVINGS STRATEGIES

During this difficult budget development year, the President and his Leadership Team dedicated
themselves to strategically identify areas for revenue enhancements and expenditure reductions.
Their objective for these selective budget decisions was to make operational changes that will
balance the budget by increasing efficiencies and minimally impacting the primary educational
and public service goals and programs of the University.

In this process, the President and his Leadership Team used the following core principles to
guide their deliberations on the budget reduction, revenue enhancement, and cost savings strate-
gies.

e No Across-the-Board Reductions

e Protect Core Instruction and Research Programs

e Protect Investments in the Policy Initiative Areas

e Fund Essential Fixed Cost Increases

e Maintain Budget Reserve Funds

e Protect Diversity/EEO Initiatives

e Maximize Non-General Fund Revenue Opportunities
e No Complicated Process

e Everything is on the Table, i.e., No “Sacred Cows”

I. Programmatic Budget Reductions

Academic and support unit-based budget reductions total almost $6.2 million; this equates
to a 2.2% reduction of their adjusted University general fund budgets. The unit-based
budget reductions were strategically targeted to reductions in low priority areas within the
academic and support programs. The following schedule details the reductions by unit.
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Academic Units:

College of Arts and Sciences

College of Business
School of Dentistry

College of Education / Human Development

Graduate School

Kent School of Social Work

Brandeis School of Law
University Libraries
School of Medicine
School of Music

School of Nursing
School of Public Health

J. B. Speed School of Engineering

Undergraduate Affairs
Total Academic Units

Support Units:
President
Provost

Health Affairs
Research
Finance
External Affairs
Business Affairs
Advancement
Information Technology
Student Affairs
Athletics

Total Support Units

University Total

4,088,907

2,109,830
6,198,736

Proposed
Reduction
827,920
314,735
300,000
268,000
55,100
85,000
200,000
300,000
991,463
125,000
84,000
60,971
396,718
80,000

37,700
380,000
44,000
277,700
118,692
17,157
722,201
75,000
244,381
136,000
57,000
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I1. Cost Saving Strategies

1. Institutional Financial Aid - In FY 2008-09, the University will escalate undergradu-
ate, university-wide financial aid budgets. This year the University will not provide a
general increase to unit-based financial aid budgets. This will save an estimated $1 mil-
lion. The deans of the academic units are asked to augment their financial aid budgets
with unused accumulated endowment earnings to offset the tuition rate increase and
therefore provide full scholarship awards.

2. Employee Compensation and Benefits - Restructuring some of the faculty and staff
benefits will produce a total cost savings of approximately $1.4 million. The details are
as follow:

Of that total, a savings of $368,700 will result from discontinuing the six credit hour
tuition remission for spouses of employees.

Because of the convenience associated with the distance education/on-line courses,
faculty and staff enrolled in these courses will be required to pay the 30% tuition
surcharge beginning in Fall 2008. It is anticipated this will reduce faculty and staff
tuition remission expenses by $74,000.

The University will capture lapsed fringe benefits on budgeted general fund vacant
positions university-wide. This is projected to provide approximately $1 million in
FY 2008-09.

3. Chargebacks to UofL. Corporations

There is a wide array of revenue-producing or “program budgeted” programs across
the University. In the aggregate, these auxiliaries, service centers, and program
budgets generate approximately $45 million in revenue. In the past, the University
provided direct and indirect support to these programs at no cost. Beginning FY
2008-09, an administrative overhead charge of 2% will be applied to the expendi-
tures of all auxiliaries, service centers, and program budgets. This administrative
overhead charge is expected to generate $1,144,300.

The University’s general fund currently covers the entire cost of the retiree health

insurance expense. That general fund budget is currently $1.3 million. Beginning in
FY 2008-09 this expense will be charged to the respective UofL Corporations for
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their pro-rated portion of the expense as part of the overall fringe benefit package.
This change is projected to save the general fund approximately $479,900.

e The tuition remission budgets for faculty, staff, and dependents total more than $3.7
million. Currently the general fund covers the entire expense of their remissions.
Beginning in FY 2008-09, the cost of tuition remission for faculty, staff, and de-
pendents will be incorporated into the fringe benefit calculation and charged to the
appropriate University departments and UofL Corporations. This is expected to pro-
duce additional savings of $1,370,600.

4. Miscellaneous Cost Savings

e Currently, there are thirteen legislatively state mandated programs at UofL. As part
of the budget reduction strategy the budgets of these programs will be reduced 3%,
yielding a total savings of $313,200. The Leadership Team felt strongly that given
the significant reduction in state appropriation, a like reduction to the University’s
state mandated programs was appropriate.

Description Amount
I. Institutional Financial Aid
Escalate scholarship budgets only for central undergraduate scholarship programs
and unit based financial aid programs with insufficient endowment earnings. (1,000,000)
Subtotal (1,000,000)
Il. Compensation and Benefits
Eliminate six credit hour tuition remission benefit for spouses of employees (368,700)
Require faculty and staff to pay the 30% surcharge on distance education courses (74,000)
Capture University wide lapsed fringe benefits (1,000,000)
Subtotal (1,442,700)
I11. Chargebacks to UofL Corporations
Phase in an overhead charge on auxiliaries, service centers, and program budgets - 2% (1,144,300)
Incorporate retiree health insurance direct billing expense into fringe benefit calculation
and charge appropriate amount to affiliated corporations (479,900)
Incorporate faculty, staff, and dependent tuition remission into fringe benefit calculation
and charge appropriate amount to affiliated corporations (1,370,600)
Subtotal (2,994,800)
IVV. Miscellaneous Cost Savings
Reduce budgets of state mandated programs 3% (313,200)
Subtotal (313,200)
Total Revenue Enhancements and Cost Savings (5,750,700)
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