Wednssdqy, November 15, 19

67

Observer Newspapers

Page 118%

Schoolcraft ‘Delighted” At Working Capital Fun

’ rwuon S NOTE: The follow-
ing latter, written by Schoalcraft
College President, Dr. Eric J.
Bradner, i3 in response 1o
continued doverage of the col-
lege’s finapces by this naws-
paper. It contains the fullest
discussion | so for submitted
sbout the college’s fiscal it
ation, as wdl as an explanation
of the need for operating copital
to make up|for irreguisr flows
of ravenue| to the college.)
EDITOR:
This lett4r Is occasioned by
the appearapce in THE OBSER-
VER of November 8, &n article
entltted: ““$choolcraft Amazed
Up Pops $2}1,703,”
Y1 would [ifke 1n the lines
below to priavide your readers
with a more complete plcture
of the subject matter of the
story than| the article ltself
provided,
.o
SCHOOLG RAFT College, like
all other public community col-
legos, 15 doverned by certain
stringent riles and

several years prior tothe 1964-
65 accounting year.)

‘The audit report for the year
which ended June 30, 1963,
showed 2 Fund Equity of
$119,715. This was the accum-
ulated excesa of revenue over
expenditures up to that point in
the college’s history.

During the year which ended
June 30, 1964, as the college
approached Its opening date,
expenditures  exceeded rev-
enues by nearly $60,000, The
audit for that year showed a
“Fund Equity’” of $70,000, 2
drop of nearly $30,000,

Then the college opened, and
in the year that ended Juoe 30,
1965,the college for the first
time received funds from two
other primary sources than lo-
cal taxes: state ald for its
students, and tultion and fees
from {ts students, During that
year, expenditures again ex-
ceeded revenues by some
$41,000, The Fund Equity’”
of the college--its working cap-

tn the handhing of its finances
and keeping of its records and
accounts,

The Boatd of Trustees em-
ploys an Independent firm of
certifled piblic accountants to
vlmﬂt the records,

Since the college recelves
revenue from both state and
foderal sotrces, Its books are
at all timeq Bubject toaddition-
al audit ffom thesa sources,
The collegd s required 1o pub-
1ish annually the report of its
auditors, sp that the books are
a matter af public record, In
addition, your newspaper bas
been furnighed and has publish-
ed a copy df the audit,

. e

1 TAKE [NO Issue with your
article as|to the fact of the
$211,703 disclosed by the audit
report for tho year whichended

June 30, 967 nor do I contest
the l:u( t! this figure sur-
prised us,

1 may 2dd, that in additton

to surpriding us, i also do-

Iighted us| We had anticlpated

some imgrovement of our fi-

nancfal situation, but had no

tdea we Would fare so well,
)

LET ME THEN approach the
subjoct nfatter of the article
by defining a term and clarity-
Ing a statement made in the
first pardgraph of the article
and repeated late

The $2}1,703 referred to is
defined i1 the audit as “Fund
Equity.” | It represents the
amount by Which income ex-
‘ceeds expense,

The $211,703 is not part o
the contihgency fund of any
budget eyer used by this col-
lege, as |I will explain more
fully latet,

The $211,703 simply stated,
1 "worklng capltal.” It is mon-
ey that every business, If you
will, needs to maintatn its oper-
atlons on/an even keel from ane
yoar to tho next,

. e

LET ME GO back five years
into the history of the college
to provide some perspective on
the collgge’s ''Fund Equity,”
In every case I will use figures
for the general fund from the
wudit report of the applicable
year, (The college as youknow,
opaned 1{; doors ln August 1984,
but 1t had been levying tazes
and upalmunz tax dollars for

ital, tf you pl hrmk to
slightly under $30,000,

In the year that ended June
30, 1966--the second year of
the college--expenditures ox-
ceaded revenves, this time by
about $16,000 and the “‘Fund
Equity” dropped to $10,157.

FAE

NOW, 1 HAVE stated that
the “Fund Equity’” is "‘working
capital” and not part of the
contingency fund of any budget.
The worklng capital is, as we
have sald, the excess of rev-
enue over expensas, and 1S ac-
counted with the General Fund,
which 13 used for year-to-year
operation of the college,

Obviously, ifexpensesexcesd
revenues, t \tinal money
must come from somewhere,
Under the best circumstances,
#t comes from the so-called
‘“working capital,”” the accu-
mulated ‘‘Fund Equity.”

As the audit reports plainly
show over the years, the col-
lege’s operating revenue is de-
rived from three sources: local
taxes, tultion and fees of stu-
dents, and state aid,

The budget represents anes-
timate compased tn advance of
each operating year, o how
much money will come in and
how much can be spent, Hope-
fuly, the money will come ln,
and hopetully, we will be able
to live within our means,

Nowhere does any budget in- -
clude as anticipated revenue,
the *Fund Equity” of the col
lege. Nowhere Is this money
Included In the budgeted con-
tingency fund of any budget,

DY

BEFORE RETURNING to
full explanation of the ‘‘sur-
prise’ we enjoyed a faw weaks
2go, let me o a bit deeper Into
the matter of ravenue,

Schooleraft College, as all
publlc community colleges In
Michigan, recelves its income
sporadically,

While expenses are Incurred
throughout the year, and are
heaviest during the aight months
between September and April,
tncome 1s derived in fits and
starts.

In order to pay bills, mest
payrolls and other operating
costs, the college In the fall of
1966 sold $140,000 tn tax an-
ticipation notes to get the cash
necessary to meet its financlal
obligations wntll money which

There is also no disputing
the fact that the Fund Equity
figure 1s largely 3 “‘paper’”
figure and does mot represent
actual dollars in hand, free,
clear and avallable for im-
mediate use,

The facts, as disclosed by
the andit, were that as of June
30, 1967--the date of the so-
called “‘amazing’ Fund Equity
--the college had cash in the
bank of $48,446, and owed
$116,000 to vendors and for
salaries and otber costs. Oa
that same date, there was owed
and payable to the college
$215,000 1o twncollected ac-
cownts, including unpaid taxes,

All of this information is
avallable in the 1967 year audit
report,

was due and coming to 1t finally
arrived.
.

‘THERE WAS NO other source
of funds In the fall of 1968 to
provide this cash so vitally
needed to keepthe callege oper-
ating, pay the tnstructors and
saft, and to satisfy the clams
of creditors,

You will recall, that the col-
lege’s ‘working capital’’--its
*Fund Equity”--was down to
$10,157,

Unforeseen at the time the
budget for the 1966-67 year
was prepared in the spring of
1966 were several circum-
stances which were to materi-
ally affect the college’s oper-
ation and flnanclal picture dur-
ing the year.

Foremost of these, as we
discovered late tn the college
year, was that more students
than had been anticipated en-
rolled In the college. The
fall term enrollment was about
as expectad, Winter term en-
roliment was higher than ex-
pected and enrollment In the
eight-week spring term exceed-
ed al! expectations,

By last mid-May, then, we
were aware that from this
source alone revenue wouldex-

. .

IT IS ALSO important tokeep
tn mind a chronology of the
financial llfe of the college,

Budgets are structured well
in advance of the year to which
they are to take effect and are
based In largest measure on
best guess estimates of how
many students will enroll, and
how much the tax base wlll
grow, \f at all, o the income
s1de, and what unforseen costs

Toight or could develop on the
expense side, Foresight 1stas-
ed on experience and probabll-
Ities and is subject to a scare
of varfables,

Thus the college found it~
self as the present year began
oa July 1, 1967, of now knawing
exactly what its actual financlal
position was ca one hand, but
of belng painfully aware on the
other hand that there was far
too little cash in the bank or on
the horizon to meet both fme
mediate cash peeds and longer
range expenses if it were to
operate the college during the
year on a balanced budget,

Confronted  with this di-
emma, college officials pro-
posed , and the Trustees con-

curred In, two Independent
. steps,

One was to sell $250,000 in
tax anticipation notes to pro-
vide operating cash wntil local
property taxes began coming in
after Jan, 1, The second was
to incresse tultion to provide
additional revenue to balance
the budget. This tuition in-
crease is not to become el-
fective untsl after January 1,
when the winter semester be-
gins.

Contrary to reports print-

N

ed in your newspaper,the 1967.
68 year operating budget was,
at the request of the Lnlsteeu
cut back at the same llmt
tuition was increased, to make
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up an obvious budget deficit,
D)

N CONCLUSION, I would
point out that Schoolcraft Cal-
lege has grown at a2 fantastic
rate, exceeding perhaps the

hopes of its friends and shat-

tering the- doubts of‘its few e Stocks
detractors, This growth is the

frutt of & strengthening part. e Bonds

nership between the college’s
dedication to excellence inedu-
catlon and the people who are
using  the facilities snd
resources of the college at an
ever increasing rate.

Sound financial management
is part and parcel of growth
and continved dedicatica to ex-
cellence, This obligatesthe col-
lege to live within its means,
and to do 5o realistically with
cash In hand to meet its ob-
ligations and to maintaln as
far as Is possible a steady
course through solveacy, -as
beflts a healthy and growing
institution, N

ERIC J, BRADNER
President
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ceed projections made 12
months previously. What we
did not know, and had po way
of knowing, was by how much,

The business office on the
basis of best informationavall~
able to it, estimated this in-
creasa to be about $80,000 and
80 informed the Trustees be-
fore the present budget was
adopted,

.

HOWEVER, THE college’s
cash position late in the year
was such that a halt wasorder-
ed on all spending in mid-May,
1967, As 3 result, we com-~
pleted the year, as the audit
disclosed, having wmderspent
our budget by $10,000,

When the audit was complet-
ed, early this fall, we learned
for the first time the exact
nature of our enrollment wind-
fall: 206 more full-time equat-
ed students than we had an-
ticipated. This meant addition-
al income of about $119,000
.-$68,000 In state atd, and
$51,000 in tuition and fees,

The audit also disclosed that
we had missed our estimate
.-made a year previous--of
our reimbursement for tech-
nical-vocational programs by
$24,000. In past years com-
perisons of our estimates with
actual settlements have varied
from minus $10,000 to plus
$3,600.

We also finished the year
with $11,000 In inventorles,
which become part of the ‘‘Fund
Equity’* figure,

)

.
THUS WAS OUR surprise:
Our Fund Equity hadincreas-

ed In one year from $10,157

to $218,528, This after a four
year period in which the Fund

Equity had dr from

$119,715 to $10,157,

Yes, we were surprised. And
There is no dispuling the
fact that we ended the year
with a far more robust working
capital account than we had at
any time since 1963,
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