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RICHLAND COMMUNITY COLLEGE DISTRICT # 537

FY 2012 ANNUAL BUDGET

[. INTRODUCTORY SECTION
EXECUTIVE SUMMARY

The Fiscal Year 2012 Annual Budget for Richland Community College has been developed with
the intention to support specific priorities identified in the College’s Strategic Plan and align
those activities to further the College’s vision, “To Be the Premier Source for Education,
Workforce Training, Partnerships and Economic Development.” The Fiscal Year 2012 Budget
achieved a new milestone in the budgeting process with the alignment of long-term strategic
planning goals and the short-term priorities that will lead the College to a strong financial future.
The achievement of these goals will increase the College’s economic development activities,
sustain enhanced student support, and build opportunities to train and retrain the regional
workforce.

Substantial challenges will be faced during the next fiscal year. Economic conditions have
created a surge in enrollment and an intense need to focus on providing affordable education and
training. Scarce revenue sources are being disrupted by the economic pressure. Two of the three
primary revenue sources {Local and State Revenues) are anticipated to either increase slightly
(Local) or be reduced from the prior year (State). Student tuition is the third major funding
source and the need to remain affordable is crucial.

On the expenditure side, the College completed a five-year contract with the full-time faculty
bargaining unit during the Spring of 2009 that became effective in FY 2010. A major initiative
resulting from the contract was competitive faculty salaries offering a sound planning base for
the next five years. While moving the salaries to more competitive ranges adds pressure to the
budget, the ability to retain and attract talented faculty is key to the College’s long-term success.
Financial challenges for operational expenditures continued in this budget as a contract for no-
cost steam energy supplied to the College expired in 2009 forcing the College to incur a
significant increase in energy costs during FY 2010. The College has developed an Energy
Master Plan to help combat those increasing energy costs to ensure that the College is using its
energy costs wisely.

The College’s Foundation undertook a major gifts campaign over the past two years. Building on
the theme, “Invitation to the Future”, significant funding for a variety of College initiatives have
been identified as needs to be funded by the campaign. The campaign was completed during FY
2010 and raised over $17 million. As a result of the Foundation’s fund raising efforts, the
College Foundation received a $6.8 million bequest in 2008 that provided new scholarships
beginning in FY 2011. This will provide great opportunity for many students.

Challenging times require ingenuity and fortitude. Addressing these financial challenges to
assure that the budget aligns and moves the Strategic Plan forward will be achieved in FY 2012.
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The College’s budget managers were asked to accomplish their priorities designated in the
Strategic Plan and continue to provide exemplary service to our stakeholders. In order to achieve
the goals, items have been prioritized and funded while other activities such as travel, contracts,
materials, and supplies have been curtailed in the budget development process. Optimizing the
College’s resources to move toward its” Vision has been paramount in building this budget.

Following are highlights of recent events and current initiatives or activities that establish the
direction of the College in the coming fiscal year:

In May 2011, the Board of Trustees approved the 2011-2014 Strategic Plan. Many of
the priorities included in the plan are designated to be undertaken and are included for
funding in FY 2012. Major components of the Strategic Plan are presented in full in
Section IL

in FY 2010, Richland finished construction on the Center for Sustainability and
Innovation, a 15,000-square-foot facility that provides space for the College’s programs
in the “green” industry including a new laboratory created specifically for the College’s
innovation curriculum. Continuing costs for programs in the biofuels industry are
funded in FY 2012, Additionally, the building is the area’s first LEED platinum certified
building. Demonstrating sustainable construction and energy use practices is a focus for
the College which is highlighted by the facility. This building is being shared with the
University of Illinois Extension Service.

During FY 2011 due to the State of lllinois continued economic crisis, payment of
scheduled grant payments for Base Operating Grants, Equalized Assessment Grants,
DOC Grants and Adult Education Grants have been delayed up to 153 days.
Anticipating a potential cash flow shortage the College issued $3.0 million in general
obligation bonds in April 2010. This was done in order to have sufficient funds on-hand
in the Working Cash Fund to ensure that the College would be able to pay all obligations
in a timely fashion.

The College saw record growth in enrollment during FY 2010 and FY 2011. Pell Grants
awarded to students were at a record high. The College continues to work diligently to
assure that all students qualify for financial aid they are entitled to. The Foundation has
also assisted an increasing number of students with scholarships enabling many students
to attend.

Rising health care costs are creating budget issues for community colleges throughout
the State. Richland Community College is no exception. The College will experience a
7.5% increase in premiums for FY 2012. The College is looking at ways to decrease
these costs in the coming years while continuing to provide quality health insurance for
employees at an affordable cost to the College.

The Richland Community College Foundation supports the College by providing

scholarships for full and part-time students, increasing and enhancing the physical and
cultural environment, assisting the alumni, accepting financial gifts and other assets,
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establishing endowments, scholarships, buildings, equipment, and other programs
needed by the College, and acting in a fiduciary capacity to carry out these goals.
Proceeds and pledges received from the Major Gifts Campaign completed in 2010 will
be used towards furthering the College’s long-term strategic goals and initiatives.

During FY 2010, the College recognized the need for a separate Math Lab to help our
students develop sufficient math skills to be able to complete required math courses in a
timely fashion. The FY 2012 budget includes funding from the Education Fund and
additional grant funding to staff the lab with a full-time coordinator, The College
invested significant resources to get this lab up and running. Students that require
remedial math courses are able to take those classes in the lab and complete those
remedial courses in a quicker timeframe than was formerly possible. Due to the success
of the on-campus Math Lab, the FY 2012 budget includes additional grant funding to
open a separate Math Lab at the College’s offsite Fairview Plaza location.

The College has contracted with the Department of Corrections for educational services
at four correctional facilities. Approximately, 10.5% of the College’s credit hour
production has been generated under this contract during FY 2011. Due to the State’s
deteriorating financial condition, these contracts have become difficult to operate on a
breakeven basis. Prior to FY 2011 the College contracted for six correctional facilities
and | work camp. The decision was made to scale back the correctional programs due to
the costs the College were incurring and the tremendous lag time in receiving those
payments from the State.

During FY 2012 the College will begin the construction of the new National
Sequestration Education Center. This is a joint project with Archer Daniels Midland
Company being funded by a federal grant. This center will provide an innovative
experiential leaming and knowledge transfer environment for sequestration and
geological storage and recovery technologies. The College will be developing an
educational curriculum in the emerging science of sequestration. Archer Daniels
Midland Company, located in Decatur, IL, is pursuing this new technology and trained
workers will be needed to staff the facilities they are building,.

In FY 2012 the College will begin the process of constructing a new Technical Academy
for area high school students to take dual credit courses. Currently the students take
courses on the Richland campus and courses at a downtown facility. The current facility
is in need of replacement and the Richland campus provides the perfect space for the
new facility. Currently this program offers classes to over 600 students. This will allow
all of the students to come to one central location for their courses.

The College has constructed this budget as conservatively as possible, especially with
the continued uncertainty with State funding. In addition, as unemployment improves
enrollments are anticipated to decline. The College will need to find additional ways to
increase enrollments and find new and innovative ways to provide funding to ensure that
the College is meeting the needs of the District and providing the classes and programs
that the residents and area businesses need.
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Constructing a budget that is fiscally responsible and fully supportive of the College’s strategic
goals and long-term initiatives is challenging within budget constraints that currently exist.
Nonetheless, by direction of the Board of Trustees, a balanced budget has been achieved and is
an underlying tenet of this document. Specifically detailing sources and uses for the fiscal year,
the budget becomes a critical link for the College to achieve its goals. This summary provides a
general overview of the funding that supports College activities.

BUDGET OVERVIEW - ALL FUNDS

All Funds — Sources and Uses — The FY 2012 budget is a balanced budget including funding
sources and uses of over $38.5 million for all College Funds combined. The FY 2012 budgeted
revenues increased $10.7 million over FY 2011. One factor in this increase is an almost $1.0
million increase in tuition and fees. This is being driven by a $6.50 per credit hour increase in
the tuition rate per credit hour for FY 2012. These increased revenues are necessary to cover the
increasing costs for FY 2012, The College is experiencing increasing costs for adjuncts,
overloads and summer teaching costs. The budget includes a 4.3% salary increase for all faculty
and staff and benefit costs are rising 7.5%.

Other factors contributing to the overall Revenues is a significant decrease in the Illinois
Community College Board Equalization Grant, a decrease across all funds in Interest Income,
lower Contractual Revenue earned on the Department of Corrections’ Contracts, and the
elimination of Contractual Revenue related to reimbursements of expenses as part of a fiscal
agent agreement that ended in FY 2008. The decreases in Contractual Revenue from the fiscal
agent agreement are completely offset by corresponding decreases in related expenses and have
no impact on the College’s net operations. The decreases in various College sources are
somewhat offset by increases in other sources including Local Property Taxes and Tuition and
Fees.

The College will use fund balance appropriations of approximately $3.2 million in FY 2012.
These Fund Balance appropriations represent revenues generated in previous fiscal years that are
intended to be used in the current budget for specific purposes. The majority of these will be
used for the construction of the Center for Sustainability and innovation. The fund balance
appropriation revenues are included in the “Other Revenues™ account category and are included
in the following funds:

Operation & Maintenance (Restricted) $3,065,275
Restricted Purposes $ 100.000
Total $3,165,275

The Fund Balance Appropriations from the Operations & Maintenance (Restricted) Fund will be
utilized for various Capital Projects. In the Restricted Purposes Fund, Fund Balance
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Appropriations include prior year technology fees that have been designated for the purpose of
financing annual equipment purchases.
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Sources — Sources of revenue for the College across all Funds are generated from Taxes,
Tuition, and Governmental Sources. Taxes are generated from a general property tax placed
upon all real property within the College District. For Fiscal Year 2012, local tax revenues
include taxes levied on property owners for calendar year 2010, payable in June and September
of 2011. The taxable value or equalized assessed valuation (EAV) approximates one-third of
the market value of the land in the District. The underlying value of this real property has
experienced long-term growth of approximately two percent annually. This long-term trend
includes the impact of a nuclear power station located in the District that experienced a large
devaluation in 2000 and subsequent smaller declines in value until 2006. An upward
reassessment of this facility began in 2006 and moderate economic growth resulted in higher
revenues. A negotiated settlement for the next 5 years was reached between Excelon Corporation
and the local taxing bodies stabilizing the EAV of the Power Plant making tax revenues more
moderate and predictable. Total Revenues generated from taxes for all Funds for the FY 2012
budget are $9.6 million, an increase of $1 million, or approximately 11.6%, over the budget for
FY 2011.

Maintaining affordable tuition is a primary focus for Richland Community College. Access to
higher education is part of the core mission of the College. Although increased expenses have
created the need for a tuition increase for the coming fiscal year, Richland’s tuition is still one of
the lowest among community colleges in Central Illinois. Tuition for FY 2012 has been
increased to $91.50 per credit hour and is estimated to produce total tuition revenue of
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approximately $6.55 million including related course fees. This is an increase of $335,237 over
the budgeted amount for FY 2011 for Tuition and Fees Revenue. A large portion of the increase
has been directed to cover the cost of salaries and benefits.

Governmental sources of revenue are divided into Federal and State grants and State Personal
Property Replacement Taxes. Federal revenues are derived mainly from student financial aid
(Pell Grants) as well as other programmatic grants. State revenues include student financial aid, a
$1.2 million contract with I[llinois Department of Corrections, and several smaller grants to
support operations. Personal Property Replacement taxes are revenues collected by the state of
[llinois and paid to local governments to replace money that was lost by local governments when
the State terminated their ability to impose personal property taxes on corporations, partnerships,
and other business entities. This tax is determined by the retail sales generated in the College’s
District. This source of Revenue was increasing at an average rate of 10% annually prior to the
recession that started a couple of years ago. However, with the decrease in retail sales since that
time a decrease of 25.8% from FY2010 to FY2012 is projected.

The category entitled Other Sources in the FY 2012 Budget includes interest earnings, fund
balance appropriations, gifts and donations, scholarships, community training revenues, facilities
rental fees, and other miscellaneous items. Total funding in this category increases from $3.2
million in FY 2011 to $10.9 million in FY 2012. Most increases within this category result from
internal sources such as fund balance appropriations and inter-fund transfers.

Uses — Uses or expenditures budgeted for FY 2012 total approximately $38.5 million for all
Funds. Prioritizing limited resources for expenditures is based on Richland’s Strategic Plan, the
College’s Vision and Mission, and diligence toward fiscal responsibility and accountability. The
Strategic Plan focuses on the following three main goals: 1) Advance student access,
engagement and success; 2) Cultivate a sustainable institutional environment; and 3) Enhance
community engagement and partnerships. Strategies within each goal and related budget
implications are presented beginning in Section II.

To accomplish the goals of the Strategic Plan, the College has focused on continuous quality
improvement initiatives. Richland continues to train employees on the use of quality tools and
the study of systems and processes, therefore; the ongoing costs of these initiatives are reflected
in this budget. These efforts support the College’s accreditation initiative under the Academic
Quality Improvement Program {AQIP) by the Higher Learning Commission. During FY 2008,
The Higher Learning Commission reaffirmed the accreditation of Richland Community College
through the AQIP system through 2014, Additional information and discussion are provided
regarding these initiatives in the Organization section of this document.

Expenditures for the College are driven primarily by salaries and benefits as well as capital
projects that are planned for FY 2012, The core of Richland’s expenses is personnel costs,
representing over 76.3% of General Fund expenditures and 43.1% of expenses overall. The total
increase in salaries and benefits for FY 2012 for the General Fund compared to FY 2011 is $1.06
million. The budget for FY2012 includes a pay increase of 4.3% for faculty and staff. Fringe
Benefits costs increased by 2.6% in the FY 2012 budget based in part by the premium rate
increase for health insurance that will take effect on July 1 and the remaining portion from new
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staff coverage or additional coverage elected by existing staff. The overall increase in salaries
and benefits for all Funds is $230,500, which is not as high as would be expected with the pay
increases and benefit cost increases. This is due primarily to the positions that are currently open
with the Department of Corrections Restricted Grant with the State of Illinois that are not
anticipated to be filled during FY2012 and the departure of several staff and faculty that will be
filled at a lower cost.

Student Credit Enrollments — Student credit enroliments drive two of the College’s main
revenue sources, Tuition Revenue and State Revenues for Base Operating Grants and
Equalization Grants. Changes in enrollments have a significant effect on annual revenues and are
monitored closely. While many factors affect student enrollment, significant enrollment shifts
result from economic factors, student financial aid factors, population trends in the District, and
barriers specific to individual students. A significant decline in the economic environment
currently exists in the College’s local community, with the current unemployment rate being
slightly under the 10% mark as of April 2011. Historically, economic declines have had the
tendency to promote enrollment growth at the College. The College is also expecting slight
increases in Federal financial aid awards, which contribute to the opposite effect on enrollments.

Prior to FY 2010 enrollments experienced an all-time high in FY 2003. Since FY 2005
enrollments have had an upward trend impacted substantially by increases in the College’s
Department of Corrections (DOC) Programs. For these programs, the credit hour revenue that 1s
generated serves as a required contribution to the future expenses of these programs and is
restricted for that purpose. Therefore, while the overall enrollments have increased, the
unrestricted revenues supported by enrollments have essentiaily held even over the last few
years. Enrollments for FY 2010 reversed that trend and the College experienced a record
number of credit hours generated even though DOC credit hours declined slightly. The
following chart displays historical enrollment data for both total credit hours and DOC credit
hours. Tuition revenues in FY 2012 are based on estimated credit hours at just over 63,000.
Specifically, the total credit hour base for State funding purposes included in this budget is
71,000 which include the DOC portion. The DOC portion is shown as a Transfer-out to
Restricted Funds.
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Certified Credit Hour Enrollment Trend
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Expenditure History — All Funds — College expenditures have remained consistent for the past
5 years. This can be seen through the actual expenditures in the graph on the next page.
Conservative and accountable budgeting combined with a dedication to spending within
recognized revenues, has left the College in sound financial condition. The expenditure history
detailed in the following graph shows the spending pattern since FY 2007. When adjusted for
agency funds and capital appropriations for new construction, expenditures increased at an
average rate of 1.4% per year.

The gradual long-term trend upward would be indicative of efforts made to provide regular
salary increases for staff and general cost-of- doing-business increases. The FY 2012 increase of
3.1% is attributed primarily to increased costs for salaries and increases in Pell Grants.

Section | — Page 8

e S SR




Expenditure History - All Funds
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Fund Balance History — All Funds - At year end, unexpended and unencumbered monies held
within a particular Fund accumulate from year to year and are designated as Fund Balances.
Various reasons can account for the accumulation of Fund Balances. In some instances,
conservative spending of budgeted monies creates a surplus at year end. In other instances,
monies are received in one fiscal year with the intent to be expended in a subsequent year for a
particular purpose. This would be typical for a capital construction project that takes several
years to complete. Accumulated Fund Balances are available for appropriation in subsequent
years.

Fund Balances have been used in recent years to fund one-time planned expenditures for Capital
Construction and Equipment Replacement Projects. Capital expenses that will be paid for with
Restricted Fund Balances are for the energy management system upgrade, security system
upgrade, fire alarm upgrade, roadway entrance improvements and Shilling Center improvements.
Additional Fund Balance appropriations include approximately $155,000 for technology
replacement. These Fund Balance Appropriations are all from Restricted Funds and are
intended for the purposes to which they are allocated in this budget.

Using fund balances as a measure of the fiscal health of the institution, the College maintains a
year-end Fund Balance in each Fund. While available for appropriation, the College has been
able to utilize these balances for cash-flow purposes as well as interest generation. The
additional interest earned on these funds has been helpful in funding general operational
expenses of the College. The Fund Balances have remained fairly consistent over the last three
years with an increase in FY 2011 for the $3.0 million increase in the working cash fund.
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