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Budget and Finance Committee Summary Notes
November 29, 2011, 1:00 p.m.

In attendance:  Dean Edwards, Ron Smith, Keith Ickes, Debbie Huffman, Jonathan Olson, Vicki Trier, Archie George, Mark Labolle, John Marshall,  and Trina Mahoney
NEXT MEETING(S):  January 24, 2012, 2:00-3:00 PM, Admin. 207 Conference Room
       February 7, 2012, 2:00-3:00 PM, Admin. 207 Conference Room 

Last Meeting’s Minutes
The minutes from the last meeting were approved with changes after additional discussions. 
Negotiated F&A Rate 
Dean Edwards was interested in seeing how the F&A was negotiated and distributed.  He understood that much of the negotiated rate deals with facilities and spaces.  Keith said that Polly Knudson said she had a 3” thick, detailed report, many pages long that is available for review.  Jack McIver and Lloyd Mues  sprung for an outside firm who were experienced in understanding space and administration costs to help negotiate the F&A.  Once they performed the calculations, the University of Idaho was able to sit down with the Federal agency and negotiate an improved rate.  The usual 55/45 split for most Universities is broken down into 55% Central Administration, which includes space calculation and 45% departmental/college administration.  UI’s present distribution is 75/25.  After some discussions, Polly volunteered to distribute a summary sheet she had compiled showing both the negotiated basis for the rate and how the F&A is tribute.  
Financial Matrix
Trina circulated a financial matrix explaining the two columns on the spreadsheet; General Education vs. Centrally Allocated funds, total funds of $161,723,600. The reason the funds are separated in two separate allocations is due to State Board reporting requirements.  The report is based on allocated fund types.  At the top of each column (category), it shows what kind of money goes into each of those funds.  For the Gen-Ed budget, there are State general funds, appropriated tuition and fees, and a little bit of miscellaneous revenue. 
On the right hand side is Centrally Allocated which includes F&A recovery, the G&A fee we charge anybody that is generating outside revenue, University interest income, and then some other miscellaneous bits and pieces.  The lower section is broken down into how we allocate out all those dollars; the Academic area, those areas who report to the Provost, Finance & Administration, areas that report to Ron, Research and Advancement, the executive areas who report directly to the President, and then Central University and University fixed costs.  
Central University and University Fixed Costs
Central University on the left hand side under Gen-Ed is broken out between central and financial aid.  Financial Aid includes monies that are set aside for University supported scholarship programs as well as work study matching dollars. The Mid-Level 21 Central University category shows mostly lease payments, with the largest one being the Idaho Water center in Boise, $2.4M. When asked why the Center was not generating revenue, Keith replied it does, but overall, it doesn’t generate enough revenue to cover all the costs.  If we were able to pull all of UI out of the building and lease the entire building successfully, it would be a money maker.  However, we have chosen to occupy our own space.  
Mid-level 40A, is another centralized money pot where utilities are, our own debt service that we pay out of Gen-Ed and centrally allocated, all our risk management and insurance, payments to the City of Moscow for police, and Allied Barton (security).  These are University fixed costs that we manage.  
What pot of money is available to loan ourselves?  There is the Vandal Loan Fund, borrowing against the accumulated fund balances in Y accounts, which includes F&A returned out to departments and student fees. 
[bookmark: _GoBack]One note on the Centrally allocated part, when you come down to Mid-Level 21 , Central  University, you see $4.2M; Trina put a note at the bottom that $2.8M of that is the F&A that we turn around and transfer out of the centrally allocated budgets into all the departments or colleges’ 6 accounts;  the 25% F&A allocations.  On the Centrally allocated budget revenue side we budget the whole $11.34M at the top and then on the expense side we budget back out approximately 25% to the departments.  
There are more detailed reports available online.  If you have questions about the allocations in the General Education vs. Centrally Allocation funds, please contact Trina.
State General Fund
The last few years, the State General fund has gone from approximately $90M to $70M.  A graph will be shared with the group at a future meeting showing a decade worth of values/funds, Gen-Ed, the state appropriation, the endowment, and tuition and fees with inflationary factors and how it has changed on a current student basis over the last decade.  The graph was not ready for prime time yet.   As state funds go down, tuition goes up and the endowment goes down because inflationary eats away at it.  We have roughly 20-1/2% fewer dollars per student than a decade ago.  According to SBOE, the University of Idaho is 20% more efficient, or 20% more productive, meaning we are turning out more degrees today 

than we did a decade ago. The value, or purchasing power of the dollar is 20% less on a per-student basis.   A clear distinction when inflationary values are used.  We have clearly not kept up, and are producing more today with less purchasing power.  
Salaries are down which makes the University of Idaho more productive, but you lose people because you are not competitive anymore with low salaries.  To make a point, when we argue that we have capacity, which we have argued, it says that we could be 25%-30% more productive and can take on a whole lot of additional students for almost no additional money.  That is why I (Keith Ickes) find the capacity argument dangerous because it drives down the dollar value per student.  If you can increase the students, you can increase the salaries.  But this drives the dollar revenue per student down.  This matrix chart indicates how much purchasing power we have and that we have 20% less purchasing power today.  
Benefits
Keith had discussed last week increasing benefits to cover for tuition for spouses, dependents and others.   If this cost is placed in the fringe benefit pool, it would be an increase to the fringe benefit on each of these accounts.  It would also be an increased cost for fringe benefit costs for purchasing  contracts and auxiliaries.  This would be an increase in revenue that would cover these benefits.   However, the amount needed in benefits to cover these costs could be substantial depending on the number of students using this benefit.  Let’s say we have 830 possible current dependents, age 16-22, and potentially half, that is 415, would generate under the current policy of tuition benefits only $66,000 (i.e. $5 a credit hour/$20 for a semester, $60 semester for a full load, $120 a year, 415 students would be $66,000).  We would have a discount on the expense side of $2.4M.   
To cover the staff spouse benefit, it would take about one-half of a percentage point to the benefit rate to cover the $650,000 that we now spend annually.  If we had to cover a $2.5M dependent benefit, it would take two full benefit points to do that.   Some spouses may have a better benefit type under their own employer and so it is kind of hard to estimate the total cost of this program.  
State Incentive Programs
The State Board of Education is trying, or is in the process of having incentive programs for higher education. They will have some sort of criteria that if an institution meets goals, they will receive  increased funding.  UI’s suggestion is to base it on the number of students.  Personally, I have mixed feelings about this.  What performance-based funding would do are three things:  set up performance measures that you would be expected to meet, a scoring system on how you score yourself on those records, and then turn your scores into funds.  Some of our colleagues are proposing a whole new set of funds.  If we met our performance standards, we would receive all the rewards.  If we met a percentage, the Board would hold those funds for a year.  The Board will be having a future conversation about this 

in December.  The current proposal would have the various colleges competing for the funding.  Perhaps competing against your own funding would be better and would have a more accurate measuring result.  The board proposal will be shared at a future meeting.  
Future meeting times will be adjusted from 2-3 PM instead of the current 1-3 PM meeting time. The meeting concluded at 1:58 p.m.

These notes are a summary of the discussion and not a complete transcript of the meeting.  
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