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Presentation Notes
Good afternoon!  I appreciate the opportunity to provide financial highlights for fiscal year 2019.  These highlights come in advance of the full Annual Financial Report which you will receive later this month, and will provide in depth analysis and commentary.   A big thank you to Chris Stovall, University Controller, and his team, in preparing these important financial reports and for his collaboration with today’s presentation.    Let’s begin with an overview of our financial performance beginning with net income results which will be followed by a discussion of assets, liabilities, and ending with a summary of overall net position.  
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Presentation Notes
Net income is the difference between revenues/additions and expenses/transfers during a fiscal year.   From this slide you can see that both revenues and expenses have been on an upward incline, with a bit more variability in revenues given  large restricted grants, gifts and bequests and other one-time additions to the university such as the sale of the Donohoo mineral rights this past year.  This chart also includes the impact of newer State requirements to record future pension and Other Post Employment Benefits (OPEB) such as retiree health insurance.  These two liabilities are important to record given their financial impact, but ultimately they will be paid by the State and distort the financial activity that MSU controls.  So in answering the question of “How are we doing?”  I prepared the same slide but without these two liabilities to better answer the question.  
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On this slide, the Pension and Other Post Employment Benefit liabilities have been excluded.  So instead of $125M of expense and transfers for FY19, the total expense and transfers is only $115M.  This results in a positive year-end result when this liability is removed.  So in answering the question, “How are we doing?”  Midwestern State University has generated a positive increase in net position on average of $3M per year over the past ten years.  This $3M represents a 3% rate of return.  And from my years of experience in higher education, I have used the US Department of Education’s target rate of 3% as a baseline measure of financial well-being.  The 3% return MSU has generated, balances serving today’s students while providing financial resources to reinvest in serving tomorrow’s students, in a solid and sustainable way.  



Income Sources
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This slide shows the variety of revenue sources at MSU.  I take a few moments to highlight the top four income sources:  Net tuition and Fees, State Appropriations, Grants, and Sales and Services.  For Net tuition and Fees, it is important to point out MSU’s ability to generate stable and growing tuition and fee revenue given the increasingly competitive market nationwide and in the great State of Texas.  The blue line continues a moderate and positive trajectory.  State Appropriations and strong grant support have continued to increase especially the past five years.  Both provide critical support to students, faculty, staff, and improve campus facilities.  Sales and Services is mainly comprised of auxiliary revenue from room and board charges.  From the chart, the orange line shows a steady incline with more students living and dining on campus, especially given the beautiful new Legacy Hall residential facility which opened Fall 2016, and the increasing occupancy overall on campus.  
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On the expense side, Compensation costs in higher education are typically the largest expense item.  This slide demonstrates the relationship between salary and wages and benefit costs, with salary and wages growing moderately given careful management over the ten years shown.  Since FY09 fringe benefit costs have increased from approximately 25% of salary and wages, to over 33% today given the rise in health insurance costs.    



Assets and Liabilities
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On this slide, you can see how Assets and Liabilities have been tracking closely the past decade.  Beginning in FY15, you can see how assets began to grow with commensurate increase in liabilities, given higher enrollment levels, investment in facilities, and as a result of continuing financial health of the university.  Additionally, in FY15 with the requirement to record the pension liability, and in FY18 with the requirement to record Other Post Employment Benefits for retiree health insurance, the increase in liabilities has somewhat accelerated. 
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Net position is basically the net worth of the university and increases or decreases based on the financial activity each fiscal year.  It is comprised of three main categories:  Capital Assets (which cannot be spent), Restricted (due to a specific purpose in use or time limitation) and Unrestricted net position which provides the greatest flexibility to the university.  Capital net position requires that new campus investments outpace the level of depreciation expense in any given year.  This is difficult to maintain, but you can see on the chart there are times when increases have occurred.  For example, in FY14, a large in-kind software gift of $8M and then again in FY18 for $11M helped to increase the capital net position.  But, because such software gifts are amortized over a short period of three years, the net position of software declines at a faster rate than investments in buildings.      The restricted net position improved from FY18 to FY19 with the sale of $3.5M of previously unrecorded mineral rights, strong restricted gift revenue and substantial investment income on restricted balances.  In regards to the unrestricted net position on the green line, you can see how there is a sharp decline from FY17 to FY19.  This again has to do with the impact from recording liabilities for pension and especially Other Post Employment Benefits.  So I’d like to show this chart without the two liabilities, like we did with Net Income slides at the start of my presentation.  I think it provides a better summary understanding of how MSU is doing overall and hope you will agree.        
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So on this slide, you see a much improved unrestricted net position when we exclude the pension and OPEB liabilities.  This readily shows the positive growth over the past ten years as discussed earlier, with an average $3M improvement in net position each year and 3% rate of growth.  Looking at the green line, the total unrestricted net position has grown from $20M in FY2009 to $40M today in improving the financial flexibility to the institution. This growth provides the resources we can reinvest in the financial well-being at MSU to better serve both today’s students and future generations of Mustangs.      



Summary

1) Overall, the financial position remains on a positive trajectory with solid net tuition 
and fee revenue growth, and prudent expense management.

2) Significant positive gains in auxiliary sales with more students living and dining on 
campus.

3) Important investments in facilities such as the transformative Centennial Hall and  
Moffett Library renovations provide improved teaching and learning spaces for 
students, faculty and the MSU community.  

4) With the tremendous success with the ongoing Boundless Opportunities campaign, 
including significant faculty and staff participation, MSU Texas is on the move. 

Go Mustangs!
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In summary, I have four key points I would like to leave you with as shown on the slide.First, the financial position is on a positive trajectory with solid net tuition revenue growth supported by prudent expense management.As we have expanded the number of residence halls, we see increased revenues from more students living and dining on campus.  Important investments in facilities, such as the transformative Centennial Hall, Legacy Hall, and Moffett Library renovations, provide improved teaching and learning spaces for students, faculty, and the broad MSU community.Finally, fundraising success continues to exceed expectations.  The Boundless Opportunities campaign along with significant participation by faculty and staff, provides opportunity and financial resources for keeping MSU strong.Go Mustangs!
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