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Budget and Finance Committee Summary Notes
November 15, 2011, 1:00 p.m.

In attendance: Dean Edwards,  Ralph Budwig, John Marshall, Devin Becker, Keith Ickes, Trina Mahoney, Vicki Trier, Jonathan Olson, Joe Black, Archie George, Mark Labolle.
Last Meeting’s Minutes
The minutes from the last meeting were approved.  
Faculty Senate Vote on WUE Recommendation
The committee’s WUE recommendation did not pass the Faculty Senate.
Returned Overhead
Ickes confirmed that the approximately 75% is kept centrally to fund the general education budget.   Mahoney noted the total F&A is approximately $11.3M and 75% gets held centrally and 25% gets distributed the following year back to the colleges that generated the funds.   Ickes mentioned about 55% of the F&A is derived from central funds and a normal distribution may be a 55/45 split compared to the 75/25 split currently.   About $2M of additional F&A is being kept centrally.  The Budget Office, Research Office, Finance and Administration Accounting operations, and Human Resources all go into the overhead rate because they are providing services to the university as a whole.
F&A rates are capped by the federal government and do not allow you to capture the full value of the costs.  We are capped at 43% currently and the rate has been negotiated to 46% in the future.  Our effective rate is around 16%.  The effective rate is the actual F&A amount divided by the total F&A which works out to be about 16%.   However, because we are a land grant institution and do a lot of research for the USDA, they cap their rate at 6% but typically do not like to pay anything.   
Labolle remarked that he has heard a lot of negative feedback over the years from faculty that have had to give F&A funds off the top of their grant and then pay again when they want services provided from Facilities.  Ickes noted that a public meeting was held this fall with Ron Smith, Keith and Jack McIver and researchers were invited to attend.  The recommendation that resulted from that meeting was that it is more bother than it is worth to bill out, so to just take $78K out of F&A.  The F&A rate was adjusted by .7% which funded the Facilities budget so essentially 75.7% would go to central.  
Marshall asked of the $16M, how much is going to Facilities?  Mahoney responded that she does not have a specific amount as it is treated as one big pot of money and they try to fund everyone on one fund type, either gen ed or centrally allocated and there is nothing in facilities that is currently being funded by centrally allocated funds.  We could put all facilities in one pot with F&A but we would have to move someone else over onto the gen ed funds in order to do this.  Centrally allocated includes F&A, G&A tax charged to everyone that is generating revenue, and the university’s interest income.  
Ickes noted that up until last fall when we got the authority to charge tuition, we could not use certain funds to pay for instruction.   So we had to figure out a way to fund instruction and keep tuition dollars for other activities.  We have talked about merging those two fund groups but the difficulty is that the SBOE still wants us to report what we call gen ed separately.  We still have to have a mechanism in place to report those dollars so we would like to merge the funds in order to make things simpler.  We would have to have a strong underlying accounting structure in order to make the change.  It can be all together in gen ed but in separate funds to meet the state requirements.    Marshall asked if there was a diagram to help explain the process.  Mahoney said she has a memo she sent to the College of Ag & Life Sciences explaining what we have budgeted on the bigger pot of F&A, G&A and interest income which she will send to the group.  
Edwards mentioned that the faculty used to get some of that returned overhead and he is not getting any now.  Ickes responded that that is a college decision.  Each dean is given their portion of the F&A and the colleges each determine how that money will be distributed to the departments or PIs.  Marshall asked if there has been any discussion of incentives to get faculty to pursue grants with higher overhead rates.  Ickes stated that when we renegotiated the overhead rate, the rate we were approved for went up primarily because Jack McIver and Lloyd Mues sponsored an outside firm to examine our use of space and we were able to show a larger percentage of our space was being used for research activity.  It changed our rate by $1M.  It is still a possibility to increase total F&A dollars by continuing to look at space.  It has been discussed if we were to build a new science building then that would raise the F&A recovery rate.  It would almost raise the F&A recovery rate enough to pay for its own debt service.  The space issue is a big driver in what comes into that recovery rate.   
There have been a couple of major initiatives that we have agreed to a 50/50 distribution in order to give the program an initial push.  We just agreed to one 50/50 arrangement on a NSF funded grant that NSF would pay up to $15.8K for non-resident tuition and initially they were going to charge NSF $6K as a resident tuition rate because they were going to take out-of-state tuition waivers.  Our agreement was that we would go 50/50 with them on F&A if they agreed to charge the full $15.8 tuition.  Centrally we made about $200k better.  They got the 50/50 split and we got the tuition.  There is potential for us to work with programs which can legitimately support higher levels of tuition dollars in the grant which creates a major positive change to the university.   
Edwards noted they had had a conversation with Paul Joyce on using the returned overhead to support dependent benefits.  Ickes responded that the employee spouse tuition benefit is currently being treated as lost revenue; however, most institutions treat it as a benefit and put it in their benefit package and as part of the benefit package you can charge all external sources that new benefit rate.  Right now we waive $650K per year in tuition benefits.  If we were able to capture that in the benefit rate, approximately $300K to $350K of what would be paid as real money from outside sources.  To clarify, this approach would not change the employee tuition benefit at all.  
One factor impacting us now is that we are disproportionally low in the extent to which faculty members bill their time to their research grants.  As a result, gen ed still pays for benefits for the employee as opposed to the grant paying for those benefits which would constitute real money to the university.  At other institutions it is not atypical to hire new faculty & guarantee only a portion of their salary.  For instance a new assistant professor being paid $100K, the university would pay $75K of the salary but the faculty member would have to get enough grant funds to cover the remainder of their salary.  The savings would allow you to hire more faculty and expand your program.   Edwards noted that buy out time is used in a similar manner.  Budwig noted that most NSF & NIH research grants do not allow for academic year buyout.  Unless it is a large research center they will not allow academic salaries.   Marshall noted that it would also possibly knock down graduate numbers as well if this money was used differently.  
Ickes said that changes at the federal level will cause grants to get more competitive and funding levels are going down in general.  More and more people are asking for larger pieces of cost share.  In Idaho we are being asked to explain to the Board what the true cost of research is and who is paying for the cost share.  Right now there are only three sources, the state, students or gifts.   Ideally the Board believes that F&A is cost recovery and reduces the state’s load.   The state started out paying for a broad array of functions at the institution but often forget that and feel they should only pay for teaching.    
Budwig added that that even when he pays for a lab engineer that he is able to raise half of their salary on projects, none of the maintenance or basic operations in the lab gets done.  Some base funding is necessary or at least some kind of combined model is appropriate.  Ickes noted that much of what we are trying to convey to the board is indeed this fact.  Currently two of our colleagues want to be research universities and the Board has looked at whether or not the state of Idaho can afford three research universities.  The Board has concluded that the state can only afford one research university and two universities that do some research.   BSU’s research expenditures last year were $11M.  UI does $145K of research per faculty member and they do $8K and Idaho State does $3.5K per faculty.  Right now our total state budget divided by the number of resident students is higher than BSU because we are not a teaching university we are a research university.   Currently there is a $1K per FTE difference between BSU.  This is essentially a $25M difference.  
The meeting concluded at 1:58 p.m.
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These notes are a summary of the discussion and not a complete transcript of the meeting.  
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