
Memorandum 
 
To:  President White, Provost Baker, Vice President Dunn, Faculty Council 
From:  University Budget and Finance Committee 
 Jeffrey L. Young, Chair 
Date:  April 3, 2006 
CC: Staff Affairs, GSA, ASUI, SBA 
 
During the past two years since its inception, the University Budget and Finance 
Committee (UBFC) has been working closely with the University administration to 
understand the state of the University’s finances and budget, to offer comments on the 
same, and to implement an open and accountable budget process. The UBFC is pleased to 
report that its meetings with the administration have been frank, collaborative and 
productive.  
 
The University Budget and Finance Committee  appreciated the opportunity to participate 
in the March 6th and 8th budget meetings, which were the first in a series of steps 
identified by the administration to reinvigorate an annual budget process.  The UBFC was 
pleased to hear that a) additional efforts by the administration will be made over the next 
months to align FY07 budgets and to prepare the FY08 budget proposals closely to the 
aims of the Strategic Plan, and b) the administration is committed to engaging the 
University in revisiting and enhancing financial management processes at all levels. 
 
The UBFC offers the following comments, which pertain primarily to the future budget 
processes, strategic financial problems, possible solutions and budgetary status. In many 
ways this report is also written, in part, to frame many of the macro-financial issues 
facing the university. Although there is a vast array of opinions on how the university 
should financially plan, spend and invest, the University of Idaho community is 
encouraged to use this report to investigate issues, challenge claims, debate the 
recommendations made herein, and offer constructive observations and solutions. (An 
overview of the FY06 budget and other documents are attached for reference.) 
 
Budget Process 
 
The UBFC commends the administration for initiating a budget process this year. To 
improve future budget processes, the UBFC recommends a continuous budget process 
that includes a meeting in the fall and in the spring semesters. The fall meeting would 
focus on past year expenditures, reallocation of existing funds, funding priorities and 
plans for any newly available funds. The spring semester meeting would assess the 
financial decisions from the Governor’s office, state legislature and SBOE; from that 
assessment mid-year budget corrections and interventions would be decided. Other 
particulars include: 

1. Before this semester ends, the administration should set dates for next year’s 
meetings as a way of entrenching the process in the university’s operating 
procedures.  



2. The process should be open by inviting key stakeholders to the meetings. Such 
stakeholders include representatives from Faculty Council (i.e., UBFC), ASUI, 
GSA, SBA and Staff Affairs. 

3. The meetings should commence with a report from the Budget Director and the 
VP of Finance as a way of providing a global context for the state of the 
university’s budget and finances. 

4. The budget process should focus mostly on the financials of key university units 
and less on program overview. Discussions on and changes to the university 
strategic plan should occur prior to the fall budget meeting. In this context the 
budget process would be seen as one step in implementing the strategic plan.  

5. Each unit should present the previous year’s consolidated budget and the current 
year’s proposed budget. (Consolidated budgets used in this year’s budget meeting, 
like that of WWAMI and Athletics, serve as good examples.)  These year-to-year 
comparisons would serve to identify where funds have been added or subtracted 
from a unit’s budget and to highlight increases or decreases in carry-forward 
funds. The previous year’s consolidated expense report should also be presented 
to identify, in particular, cost overruns in any particular budget category. 

6. Common templates that address broad-based themes, metrics and statistics 
should be used in each budget presentation. It is envisioned that a few templates 
should be designed to focus the discussions on key budget issues. The UBFC 
proposes to work closely with the Provost, VP of Finance, and Budget Director in 
developing these templates. 

7. Each unit, where applicable, should outline their development plan and 
associated budget allocations for supporting strategic programs and operations. 

 
Revenue Centers: 
 
The University relies on state appropriations, external sponsored programs, fees and out-
of-state tuition and development as its primary sources of revenue. Obviously, to meet 
the University’s needs and aspirational goals, each of these revenue streams needs to be 
increased. Less than obvious are the reasons for doing so and the strategic priorities and 
expectations of increase. 
 
State Appropriations: Total state appropriations (e.g., General Education, Agriculture 
Research and Extension, WOI Veterinary Medicine, WWAMI, Forest Utilization 
Research and Idaho Geological Survey) for FY06 to the university were $116,477,900. If 
a 3% inflationary rate of increase is used as a benchmark for future increases, the 
university can expect about $3,500,000 added to its base budget each year, for the next 
several years.  
 
However, at this point in time and for the foreseeable future, there is little reason to 
believe that university revenues will increase significantly beyond the inflationary rate 
via state appropriations. Although the President should continue to press diplomatically 
the legislature, governor’s office and SBOE for increases in general education funds, the 
university should view this effort as tactical and necessary, but far from sufficient. (Note: 



there also exists a potential decrease in future state appropriations if further equity 
reallocations are mandated by the SBOE.) 
 
External Sponsored Programs: The FY06 budget for grants and contracts is $73,800,000. 
Sponsored research is a necessary component of higher education for funding research 
assistants, state-of-the-art laboratories, conference participation, necessary operating 
expenses, etc. Such research provides a wonderful educational environment for students 
and a stimulus for professional development of the faculty while enhancing the 
University’s national and international scholarly reputation. For these reasons the UBFC 
fully supports efforts to grow the funded research base of the university. However, the 
growth in research revenues should not be viewed as a mechanism for improving the 
general financial base of the University, since there is strong reason to believe that the 
real cost of doing research exceeds the direct costs and actual F&A redistribution to the 
appropriate research cost centers. Revenue increase from grants can occur by buying 
faculty time as a direct cost on a contract, using those buyout funds to hire instructors at a 
lower rate of pay, and then “pocketing” the difference. However, the UBFC questions 
whether such practices will have negative ramifications on educational quality. The 
University is strongly encouraged to examine the current F&A incentive-based 
redistribution policy and see if instead a policy should be devised that funds the real 
indirect costs of doing sponsored research.  
 
Tuition and Fees: The University’s FY06 operating budget for student fees and out-of-
state tuition is $39,512,900. Like most universities across the country, the University of 
Idaho has raised and will probably continue to raise student fees. On a constant 
enrollment basis, an 8% increase in fees and tuition corresponds to an increase of about 
$3,000,000 in tuition and fee revenue. The UBFC commends the University for working 
closely with the students and suggests that all fee increases be done in the context of a 
sound market analysis, lest the University price itself beyond the paying ability of its 
students. Moreover, the University must remember that today’s students are tomorrow’s 
alumni. The more debt the students take on today to fund their education, the less 
discretionary money they will have in the future for giving back to the University.  
 
According to the Provost, the current University enrollment trends are decreasing, as are 
those of other Pacific Northwest institutions of higher learning. Since a typical Idaho 
resident will pay approximately $3,968 in fees per year and a non-resident will pay 
approximately $12,738 in tuition and fees per year, the loss or gain of 100 students 
decreases or increases revenues, respectively, anywhere from $396,800 to $1,273,800. 
UBFC recommends that the administration pay particular attention to student recruitment 
and retention issues. 
 
There has also been some discussion of augmenting fees with professional fees, as is 
currently done with the Law and Architecture programs. The idea behind this discussion 
is that professional and non-professional programs have different cost structures and 
hence have different revenue needs. For example, it is well known to attract and retain 
talented faculty and staff, professional programs must compensate such faculty and staff 
at or above market rate. Yet, the revenues to these programs is limited, in part, by a 



universal, one-size fits all fee structure.  If these fee barriers are removed, it is believed 
that professional programs could compensate its employees at market rate via 
professional fees, thus relieving the financial stress on the university and allowing the 
non-professional programs a larger portion of future revenue increases. The obverse point 
of view is that a two-tiered fee structure could further divide the University between 
professional and non-professional programs, which could have an adverse impact on the 
culture of the University. Moreover, in an effort to garner more revenue, it should not 
surprise anyone if more programs seek to reclassify themselves as professional, thus 
blurring the important distinctions between professional and non-professional programs. 
The university needs to be circumspect before moving aggressively in the direction of 
professional fees. 
 
Finally, there is concern about the current fee structure and the market perception of 
“nickel and diming” the students for various services. The administration is also 
encouraged to create a standardized fee structure for its online courses. 
 
Development: It is not a new idea that development funds are the primary revenue stream 
to strengthen the University’s financial base. In fact, in today’s political and economic 
environment, it appears that development funds are to become the critical revenue stream 
for enhancing the financial base. It is not enough to say that the University needs to do 
more with development activities; instead, the University needs to invest heavily in its 
development activities in the context of its strategic vision. Although the return on this 
investment will not be seen for many years to come, no return will be seen if no 
investment is made. Hence, the UBFC strongly encourages the administration to fully 
fund the development office, even if such funding comes at the expense of other well-
deserving programs. This investment in development should be regarded as a high, 
strategic priority of the administration. Note: The FY06 the estimated gifts and donations 
for non-budgeted accounts is $3,739,200. If this amount could increase annually by 10% 
for next seven years, this amount would double to about $7,500,000. 
 
Other Appropriated Sources: For FY06 the University received about $6,314,000 from 
the land grant endowment and $4,599,500 in federal funds. There is little reason to 
believe that these revenue streams will increase significantly over the next several years. 
 
Local Sales and Service Activities: The FY06 budget for local sales and service activities 
is $47,841,200. The UBFC did not discuss this line item in its meetings 
 
Cost Centers: 
 
The cost structure of the University is difficult to comprehend due its multifaceted 
mission in teaching, research, service and outreach. However, there are several macro 
themes that deserve close scrutiny. The following, listed in alphabetical order, rather than 
by priority, need particular attention. 
 
Academics: The central financial objective of the administration is to provide the 
infrastructure for the academic programs that the university deems central to its strategic 



plan and state charter. Considering that most of these academic programs and/or 
departments are seriously under-funded, the university and college administrations must 
develop and implement a plan that will resolve this crisis in the next five years, lest the 
university find its scholarly competitive position beyond repair. The administration 
should fully fund every academic program supported by the faculty, but particularly those 
that are deemed strategic. 
 
It is well known that most of the University’s cash reserves are held in the academic 
colleges. The Provost is strongly encouraged to probe the state of these reserves and to 
see if past plans for these reserves fit with the future direction of the University. UBFC 
also wonders if more of these reserves should be held centrally to allow for dynamic 
allocation of funds, as needs arise. If some of these funds move back towards the center, 
however, an open and accountable budget process becomes all the more imperative. 
 
The UI Core Curriculum was redesigned several years ago as a flagship program to 
improve learning outcomes, to address retention issues and to enhance the college 
experience of UI students. Although a large FIPSE grant provided the initial funding for 
Core, that funding stream is no longer available with no subsequent university funds 
allocated to fill the vacuum.  As a result, there has been an erosion of many of the 
components of the original program and a large number of the faculty teaching Core 
courses have temporary appointments. Given that there is strong reason to believe that a 
well-funded, well-designed Core attracts and retains students whose tuition and fees are 
critical revenue components of the University’s overall revenue stream, the 
administration should conduct an analysis of the current cost of Core, allocate resources, 
and restructure Core in light of the costs and available resources. Failure to act on this 
issue not only impacts the educational experience of the students, it also places an 
unnecessary financial burden on the colleges that traditionally bear the brunt of managing 
the Core, which in turn hampers those colleges from fully realizing their scholarly 
objectives. 
 
Athletics: The UBFC is pleased to hear from the Athletic Director that funding caps are 
in place that would prevent any additional state and university funds being allocated to 
university athletics.  However, the UBFC would like to see Athletics move from being a 
cost center to a revenue center for academics during the next several years by increasing 
ticket sales, etc. The idea of seeking $30,000,000 in development funds to add 30,000 ft2 
of space to the Kibbie Dome has some merit, particularly for enhancing various athletic 
and non-athletic venues offered by the University, but the UBFC questions whether such 
development activities will compete for the same dollars from the same sources that 
traditionally fund academics. If so, the President is strongly encouraged to manage both 
the academic and athletic development campaigns to assure that academics have high 
priority. Finally, it must be recognized that a budget needs to be in place for the staffing, 
utilities and maintenance of any additional square feet added to the Kibbie Dome, prior to 
its construction. 
 
Auxiliaries: Auxiliary Services has a $42,637,100 FY06 budget. The UBFC commends 
the new Director of Auxiliaries for recognizing that Auxiliaries needs to restructure itself 



from a cost center to a self-sustaining organization in which any generated surpluses are 
used to fund deferred maintenance of dormitories, etc. Based upon the presentation at the 
budget meeting there is optimistic reason for believing that this restructuring will take 
place in the near future. The University administration is encouraged to remove the 
necessary obstacles that impede this change and to provide the necessary support to 
expedite it.  
 
Boise Place and the UI Foundation: The UBFC did make some inquiries regarding Boise 
Place and the UI Foundation. However, due to a lack of time, the UBFC was unable to 
give these topics much attention.  
 
Capital Projects and Space Allocation: Over the past 15 years the University has funded 
many capital projects to increase or improve space. These projects include McClure Hall, 
Engineering-Physics Building, Albertson Building, Commons, Student Recreation Center, 
Agriculture Biotechnology Building, Facilities Complex, Library Addition and the 
Teaching & Learning Center. Although it could be argued that the campus is in need of 
more space, the UBFC questions whether the University has a real space crisis or simply 
a space allocation crisis. This question should be answered by the Provost in consultation 
with central unit administrators, academic deans and the Executive Space Management 
Committee before additional capital projects are initiated  
 
The UBFC also notes that many past capital projects did not fully budget the real costs of 
the construction, the on-going maintenance of the building or the costs of the utilities. 
Before any new capital projects are authorized, the UBFC recommends that all real costs 
(capital and on-going) be fully budgeted to prevent further financial stress on the 
University. 
 
Enrollment Management, Capacity and Scholarships: A detailed enrollment management 
plan and a capacity study should be implemented that gauge the impact of each enrolled 
student on the University’s finances and resources. This plan should discuss: 

• The compromise between the financial expediency of large, lower-division 
courses and the improved learning outcomes and retention in small, lower-
division courses. 

• The capacity and expense of laboratory and studio courses. 
• The reality or myth of lower division courses as revenue centers, and upper 

division and graduate courses as cost centers.   
• The impact of fee waivers on the university’s finances. 
• The use and source of scholarships at the lower division and upper division levels. 

 
Facilities and Deferred Maintenance:  The current deferred maintenance cost is 
approximately $110,000,000 (General Education) plus $90,000,000 (Auxiliaries) for a 
total of $200,000,000. Using industry standards as a benchmark, Assistant VP Brian 
Johnson reported that the deferred maintenance figure places the University just above 
crisis status. Within any fiscal year, typical state appropriations for plant maintenance and 
repair falls short of minimum needs by at least $10,000,000 for the non-auxiliary 
facilities; available funding serves only the most critical maintenance problems. Current 



state maintenance and repair resources are inadequate, and the administration must 
develop a plan to appropriately fund maintenance and repair needs and to reduce the 
backlog of needs substantially within 10 years. It can do so by razing certain structures 
and replacing them with new capital projects. It can also pursue funding through 
increased student fees and/or enhanced private giving. Finally, it can also take on new 
debt to fund maintenance of those facilities that are deemed to be a) mission critical to 
fulfilling the University’s strategic plan or b) of high historical value. However, this latter 
solution must be done in a way not to compromise the University’s solid bond rating or to 
hamper its ability to raise and leverage funds in the future.  
 
In an effort to reduce costs, the administration decided to eliminate positions associated 
with the maintenance and upkeep of its buildings and grounds. Although it could be 
argued that certain positions may have been unnecessary, it can also be argued that too 
many were eliminated. Poorly maintained grounds and buildings have an adverse effect 
on student, staff and faculty morale as well as on student recruitment. The VP of Finance 
is encouraged to revisit this staffing issue.  
 
Future Costs in Health Care and Salaries: The University has made a conscious effort to 
improve its financial structure over the past few years. All involved, including the Vision 
and Resource Task Force and the Administration, should be commended. Unfortunately, 
the economic reality is that future costs associated with health benefits, salary increases 
and other fixed costs (e.g., utilities) will exceed the current and projected financial 
resources of the University. For this reason, the administration must be circumspect 
before launching any major project or program, lest the University find itself in another 
financial crisis.  
 
Retention of employees continues to be a challenge in meeting the University’s strategic 
goals.  It should be continually stressed that the University’s proximity to Washington 
State University, who compensates its employees at a much higher rate than the 
University, provides a particular faculty and staff retention challenge for the University. 
While the University’s overall benefit package is still competitive, it does not compensate 
for the low base salaries and lack of funding for salary advancement.  Even though the 
recent salary increases are a good start, and help morale in the short run, the University is 
still struggling with salary compression and key position turnover, particularly amongst 
the ranks of the highly-valued and experienced staff and faculty.  The administration is 
strongly encouraged to compensate its entire faculty and staff at fair market value using 
both equity and merit based salary models. This compensation must take precedence to 
adding additional high-paying positions or increasing administrative salaries. 
 
Once the university has adequately compensated its current faculty and staff, it also faces 
the problem of financing aggressive salary and start-up packages needed for the 
recruitment of new faculty.  
 
The national health care cost escalation trend is projected to increase between 10% and 
14% annually over the next five years.  The State of Idaho is currently funding 
approximately 54% of the University’s total health care cost of $24,000,000. If a 10% 



annual rate is assumed, five years from now that cost could exceed $38,000,000; ten 
years from now it could exceed $62,000,000.  
 
UBFC strongly encourages the administration to devise, adopt and follow a plan that 
addresses these aforementioned concerns. A key component of this plan is a timetable for 
raising compensation to market levels. A second component of this plan is an outline of 
how the university will raise the much needed funds for health benefits and a schedule for 
the cost increases, if necessary, the employees should plan to cover. 
 
Future Health Care Liability: A report from the Retirees Task Force on the proposed 
solution to the future health care accounting liability is due in September, 2006. Although 
there are many possible solutions with both immediate and long-term consequences, there 
is strong reason to believe that the cost to the University will not be small. Regardless of 
the amount, the administration must restrain from implementing any new significant 
programs or projects until this liability is fully reflected in the budget and balance sheet.  
 
Information Technology: A common theme questioned by many units is the adequacy of 
the University’s information technology (IT) for data reporting, monitoring and 
collection. The University should consider purchasing IT or upgrading its current IT if 
and only if such purchases lead to greater financial efficiencies, assist in data collection 
and reporting, or improve the University’s ability to comply with various state and 
federal regulations. The University should also investigate whether it is using its current 
operational technologies to their fullest extent and whether the staff has received the 
necessary training to harness the efficiencies that come with technology purchases. The 
University should avoid purchasing technology for technology’s sake. 
 
 
Budgets: 
 
There has been a common misperception about the state of the University’s finances. 
Although the university has an internal consolidated deficit, the university as a whole has 
never incurred an annual operating deficit. In fact, the university has maintained a 
surplus (held in short-term, interest bearing investments) even during its most recent 
financial crisis. End of the year surpluses for the past fiscal years are tabulated below: 
  FY01  $26,225,671 
  FY02  $22,511,397 
  FY03  $24,514,572 
  FY04  $41,886,045 
  FY05  $50,115,204 
  FY06  $90,625,274 (As of February 28, 2006)  
Most of these surplus or carry-forward funds are currently held in the academic colleges 
and ear-marked for various purposes (see also the comments under Cost Centers, 
Academics). The University manages its cash by spending all State General funds first, 
since such funds cannot be legally carried forward into subsequent fiscal years. Fees and 
out-of-state tuition are spent second and are carried forward when surpluses arise.  
 



The aforementioned internal deficit has been consolidated into a single deficit pool with 
a current amount of $16,567,027.  Specific deficits and allocations to the deficit pool 
include: 
 
Academics: 
 Faculty Start-Up   (887,053) 
 Other Academic Programs  (939,008) 
 UI Press    (602,289) 
 Jazz Festival                     (1,082,468) 
 Lionel Hampton Center  (855,393) 
Division 1A Start-Up    (501,705) 
Finance and Administration:           

Programs and Facilities          (1,310,449) 
Central University Areas:  
 Agency Account           (7,071,957) 
 Utility Deficits           (1,277,474) 
 FY03 State Holdback           (2,519,100) 
 Other Operating Deficits          (2,606,131) 
Subtotal                      (19,653,027) 
 
Allocations to the deficit pool: 
 FY00 to FY05 Allocations           1,090,000 
 FY06 Allocation                               1,996,000 
Subtotal              3,086,000 
 
Account Balance          (16,576,027)  
 
Additional reductions to the deficit pool are planned via future assessments on 
unrestricted, operational funds. If a $2,000,000 assessment is raised each year, the deficit 
pool should be zeroed-out in about eight years -- and sooner if favorable legal settlements 
associated with Boise Place are negotiated.  
 
The UBFC has been told that all annual operating deficits are to be closed at the end of a 
fiscal year to prevent future abuses. Further examination of these budgets reveals the 
following surplus (reported in millions) at the close of FY03, FY04 and FY05 (see next 
page): 



       FY03  FY04  FY05 
Operating Budgets:  
 General Education             12.7  11.6                 17.0 
 Local Service     9.8  18.5  13.5  
 Gift Accounts       5.6               6.4    6.9 
 Auxiliary Services      1.6               0.8    3.0 
 ARES        1.0               1.4    3.1 
 Other Special Programs     0.2                     0.2    0.3 
Plant Funds, Repair and Renovation (R&R): 
 Plant Accounts             20.9    6.4    4.4 
 R&R Accounts      3.2    3.9    3.8 
Scholarship Accounts:     
 Non-university      1.1    0.8    1.1 
 University                0.2    0.1    0.1 
Total                56.3  50.1  53.2 
  
Note: The internal deficit pool is embedded in the Local Service account. More budgetary 
information can be found on the web at the address 
http://www.webs.uidaho.edu/ipb/Budget_Office/budgetoffice.htm. 
 
Summary: 
 
Given the large surpluses the university carries forward and its solid bond rating, the 
university is clearly a going concern, which raises the question about the gravity or myth 
of the past and current financial crisis. There are three important facts that should be 
concluded from this report that point to an answer to this question. First, to the extent that 
there is a crisis was due, in part, to gross mismanagement of university funds. Past 
internal deficit spending is clearly hampering current operations. Second, without some 
adjustments in revenues and expenses, there is cause to believe that the rate of future 
revenue growth may not keep pace with the rate of future expense growth. Added to this 
rate unbalance is a looming deferred maintenance, salary compression issues, under-
funded academic programs, rising health care costs, etc. Third, even though the university 
has a sizeable surplus, the surplus is by and large ear-marked. Any attempts to reallocate 
these funds could impair future plans, made primarily at the college level, and could be 
perceived as a disincentive for units who have managed their funds well.  


















