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MEMORANDUM 

TO: Board of Regents 

FROM: Board Office 

SUBJECT: Approval of FY 2002 Detailed Budgets - Iowa State University 

DATE: July 6, 2001 

Recommended Action: 

Approve the Iowa State University FY 2002 general fund operating budget of 
$407,048,456 and the restricted fund budget of $423,041,358 for a total of 
$830,089,814, including the proposed changes in the allocation of tuition 
revenues. 

Executive Summary: 

In accordance with the Board’s strategic plan, Iowa State University is presenting 
its detailed FY 2002 budgets to the Board for approval.  The FY 2002 budgets 
consist of the general fund operating budget and the restricted fund budget.  The 
general fund operating budget is consistent with the conceptual budget previously 
presented to the Board. 

General Fund Operating Budget - $407,048,456 

The University’s general fund operating budget of $407.0 million is organized into 
eight budgetary units, which reflect separate and distinct state appropriations to 
the University.  Direct state appropriations to ISU for FY 2002 total $265.1 million.  
All state operating appropriations to the University were reduced by approximately 
6% for a total reduction of $15.8 million.   

The University reduced base operating expenditures by $15.5 million by allocating 
cuts throughout various units, implementing an energy savings plan, and reducing 
building repair budgets.  Certain areas were exempted from the budget reductions 
including library acquisitions, student scholarships, utilities, and the Plant 
Sciences Institute.  The budget reductions will impair the University’s ability to make 
progress in its strategic plan.  

The state salary allocation for compensation increases is $11.0 million.  The 
University estimates compensation increases of $14.2 million, including increased 
health insurance and other benefit costs. 

The General University appropriation unit represents the central educational 
operating budget of the University.  This budget of $328.9 million includes state 
appropriations of $199.4 million, tuition and fee revenues of $115.0 million, and 
reimbursed indirect costs from federal programs of $11.5 million.  The state 
appropriations for this budget unit reflect a $11.8 million base appropriation 
reduction.   
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Tuition and fee revenues include an increase of $12.2 million as a result of the 
Board-approved 7.2% tuition rate increase and projected enrollment increases.  
The University proposes to use $4.0 million of new tuition revenues to cover a 
portion of the state appropriations reduction and funding needed for compensation 
increases not covered by the state salary allocation.   

The University has identified programmatic reallocations of $2.6 million.  When 
combined with the $12.9 million in reductions to meet the budget shortfall, the 
reallocations are consistent with the Board’s policy on reallocations. 

The University has allocated its general fund operating budget by its strategic 
planning goals of learning ($209.1 million), discovery ($141.5 million), and 
engagement ($56.4 million). 

Restricted Fund Budget - $423,041,358 

The restricted fund budget includes resources and expenditures related to its 
sponsored programs, auxiliary enterprise functions, independent operations, 
bonding activities, and capital projects.  State appropriations for capitals and 
tuition replacement are included in the restricted fund budget. 

The Residence System and Athletic Department budgets are part of the restricted 
fund budget and, as such, are presented this month for approval.  The preliminary 
Residence System budget was previously presented to the Board in March.  
Expenditures for operations have been adjusted to reflect decreased debt service 
due to a better interest rate received on the bond issue 2001A and increased 
health care costs.  The Athletic Department budget is detailed in G.D. 12h. 

Background: 

Iowa State University presented to the Board its FY 2002 conceptual budget in 
May and revised conceptual budget in June.  The detailed general fund operating 
budget is presented to the Board this month for approval.  This final budget is 
consistent with the previous submissions and strategic plans of the Board and 
ISU.   

The restricted fund budget is also presented this month for Board approval.  The 
restricted fund budget includes sponsored programs such as competitively 
awarded federal grants and contracts; auxiliary enterprise functions such as the 
Residence System and Athletic Department; and independent operations such as 
its parking, telecommunications, and utility enterprises.  The restricted fund also 
incorporates the activities related to bonding and capital projects, including tuition 
replacement and capital appropriations.   
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Institutional officials have conducted university-wide efforts to plan for the budget 
reductions and have engaged various campus constituencies.   

• Six months ago, campus units were alerted to a possible budget reduction.  
Units were asked to submit three budget reduction scenarios (high, 
medium, and low) to the President. 

• A President’s Council meeting was held in April to update campus 
administrators on the FY 2002 budget situation. 

• Once the precise reduction was known, units were requested to revise and 
resubmit the budget reduction plans.  

• College and departmental meetings were held to inform all faculty and staff. 

• Articles were prepared for “Inside Iowa State,” and appeared in local and 
campus newspapers describing ISU’s approach to dealing with the base 
reductions. 

Analysis: 

General Fund Operating Budget 

The FY 2002 general fund operating budget for Iowa State University is  
$407.0 million.  The University’s budget is distributed among the following units: 

 Total 
Budget 

Direct State 
Appropriations 

General University $328,949,158 $199,442,132 
Experiment Station 40,286,814     36,156,441 
Cooperative Extension 31,154,455     22,849,455 
IPRT 4,309,128       4,309,128 
Special Purpose (page 7) 2,348,901       2,348,901 
   Total $407,048,456 $265,106,057 
 

The summary sheet on page 9 of this docket memorandum details the budget by 
strategic planning goal, revenue source, new revenues and reallocations, and the 
related expenditure allocations. 
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Appropriations Reduction: 

The base operating appropriations were reduced from the original  
FY 2001 appropriations by $15.8 million.  An additional $450,000 of indirect 
appropriations were eliminated with the state’s discontinuance of funding for 
Pesticide Application Training, Johne’s Disease Research, and the Educational 
Assistance Hotline.  In addition to the appropriations shortfall, ISU has mandatory 
cost increases of $2.4 million, health care cost increases of $2.6 million, and 
additional salary funding (above the amount provided by state appropriations) of 
$0.6 million for a total budget shortfall of $21.8 million.   

ISU proposes to reduce expenditures through its reallocation process and utilize 
new tuition revenues.  The University has identified reductions of $10.3 million, 
utilities savings of $1.5 million, and the deployment of $4.0 million of new tuition 
revenues previously planned for quality improvements. 

The University reports that the appropriation reductions will result in the following 
consequences: 

• Eliminate 214 full time equivalent positions including 32 employee layoffs and 
reduce appointment for 12 positions. 

• Diminish competitiveness of faculty salaries, which are currently at an eleven-
year low compared to peer institutions. 

• Increase number of faculty resignations that are currently at a ten-year high. 

• Diminish competitiveness of professional and scientific salaries. 

• Decrease budgets for support of new faculty, instructional technology, and 
professional development. 

• Increase difficulty to recruit top faculty and staff. 

• Increase class sizes thus reducing faculty to student interaction. 

• Reduce the number of course offerings available, which may increase time to 
graduation for many students.  

• Reduce building repair budget by $1.7 million. 

• Reduce outreach to citizens of Iowa, businesses, and industry. 

• The engagement activities of the academic units, Agricultural 
Experiment Station, and the Cooperative Extension Service will be 
diminished.  One example of this is the closing of two extension offices: 
the North Central office in Mason City and the East Central office in 
Cedar Rapids. 

• Compromise advances made at ISU over the last several years, placing the 
national standing of many programs at risk. 

The specific details of these reductions are illustrated in Attachment A on  
pages 10-12. 
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Tuition Revenues 

The University has projected increases in FY 2002 tuition and fee revenues of  
$12.2 million for a total of $115.0 million.  Projected tuition revenue is based on 
enrollment estimates, mix of resident and nonresident students, and the Board's 
approved rate increases. 

The University proposes to use $4.0 million of the new tuition and fee revenue to 
partially offset the appropriation reduction.  The University’s remaining tuition 
revenue increase has been budgeted for some of the purposes approved by the 
Board in October.   
 
ISU will not be able to address, in full, the plan for tuition proceeds approved by 
the Board in October.  The University will be able to set aside approximately  
$1.1 million to continue its level of support for student financial aid at 11% of 
expected tuition revenues, increase funding for student recruitment and retention 
initiatives, respond to increasing enrollments, and cover mandatory cost increases 
as planned.  ISU may not be able to begin implementation of Acropolis (an 
information technology initiative), enhance electronic library resources, or increase 
library acquisitions as planned. 

Reallocations 

The FY 2002 budget reflects internal programmatic reallocations totaling  
$2.6 million (Attachment A on page 12), which recognize both permanent and 
temporary shifts in the use of general education fund resources.  When combined 
with the $12.9 million in reductions to meet the budget appropriations reductions 
and the annualization of health insurance increase, the reallocations represent 3.9% 
of the FY 2001 budget and are consistent with the Board’s policy on reallocations.  
ISU’s annual reallocations for the previous five years averaged 2.9%. 

General University 

The General University appropriation unit represents the central educational 
operating budget of the University.  The final FY 2002 general fund operating 
budget for General University is $328.9 million, including state appropriations of 
$199.4 million.   
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Iowa Agriculture and Home Economics Experiment Station 

The Experiment Station administers faculty research programs that support Iowa's 
agriculture, natural resources, and family and consumer programs.  The 
Experiment Station also supports the teaching and extension functions of Iowa 
State University. 

About 30 departments carry out programs and activities of the Iowa Agriculture 
and Home Economics Experiment Station across the campus.  At any given time, 
around 340 Station projects are active.  These projects are funded by federally 
administered funds and state appropriations, as well as grant moneys and product 
sales. 

The final FY 2002 general fund operating budget for the Experiment Station is 
$40.3 million, including state appropriations of $36.2 million. 

Cooperative Extension 

Iowa State University Extension provides research-based information and 
education primarily to Iowa citizens, and also to other university clients, nationally 
and internationally.  Extension helps diverse entities in Iowa, including agriculture, 
natural resources, business and industry, local communities, families and youth, 
and many other Iowans through extended and continuing education. 

Extension connects Iowa citizens through its network of offices and staff in every 
Iowa county, field specialists located throughout the state, and staff and faculty at 
the ISU campus that help facilitate education opportunities and improve efficiency.  
ISU Extension is part of a unique county, state, and federal partnership.  Funding 
comes from county extension districts through local taxes, appropriations by the 
Iowa Legislature, the U.S. Department of Agriculture, and grants and user fees. 

The final FY 2002 general fund operating budget for the Cooperative Extension is 
$31.2 million, including state appropriations of $22.8 million. 

Institute for Physical Research and Technology (IPRT) 

Established in 1987, the Institute for Physical Research and Technology consists 
of 11 research and technology development centers at Iowa State University.  
IPRT supports the research, outreach, and educational goals of Iowa State 
University by fostering economic development through multidisciplinary research 
that permits goal-oriented investigation.  This results in not only new technologies 
and processes that can be transferred to industry and start-up companies but 
important technical assistance and real-world educational opportunities. 

The mission of IPRT is to promote interdisciplinary research in the physical 
sciences and engineering, and specifically to foster the development of new 
technologies.  The primary purpose is to provide an environment in which 
research centers can grow, flourish, and adapt in response to rapidly changing 
societal needs and expectations in basic and applied interdisciplinary research. 
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The final FY 2002 general fund operating budget for the IPRT is $4.3 million.  The 
entire budget is supported by state appropriated funds.  Funds appropriated to 
IPRT that remain unencumbered or unobligated at the close of the fiscal year do 
not revert, but are carried forward. 

Special Purpose Appropriations 

The final FY 2002 general fund operating budget for the Special Purposes is  
$2.3 million.  State appropriation funding was eliminated for Pesticide Application 
Training, Johne’s Disease Research, and the Educational Assistance hotline as 
shown under “Livestock, Agriculture, and Environment”.  The Special Purpose 
Appropriations are as follows: 

  
   FY 2001

 
   FY 2002 

% 
Change 

    

Small Business Development Center 1,220,417 1,159,945     (5.0) 
Leopold Center 579,843 552,694     (4.7) 
Research Park (ISIS) 385,271 373,275     (3.1)  
Livestock Disease Research     279,773     262,987     (6.0) 

Subtotal $2,465,304 $2,348,901     (4.7) 
Livestock, Agriculture, and Environment* 450,000                 0   (100.0) 
   Total $2,915,304 $2,348,901     (19.4) 
* Indirect state appropriations - Pesticide $200,000; Farm Hotline $150,000; Johne's Disease $100,000. 

Restricted Fund Budget 

Restricted funds for FY 2002 total $423.0 million.  Capital appropriations for  
FY 2002 are $6.7 million and tuition replacement is estimated at $10.8 million. 

Federal revenue from sponsored projects is projected to increase by 8% next year 
based on very strong FY 2001 grant award activity.  Bond financing for the Union 
Drive projects in the Residence Department will result in higher debt service. 

State appropriations for capitals include the final state funding for the Gilman Hall 
renovation project and the new funding for the College of Business Building.   
FY 2002 tuition replacement funding is reduced slightly from FY 2001 to reflect 
lower debt service payments on academic building revenue bonds. 
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Residence System Budget 

The University proposed residence system revenues total $48.9 million and 
proposed expenses for operations total $35.3 million, leaving $13.6 million net 
revenue available for debt service, mandatory transfers, and transfers to voluntary 
reserves.  (See Attachment B, page 13, for details.) 

The preliminary budget was presented to the Board in March with Residence 
System rate increases.  Expenditures for operations have been adjusted to reflect 
decreased debt service due to a better interest rate received on the bond issue 
2001A and increased health care costs.  These figures are based upon room and 
board rates the Board approved in April.  

Athletic Department Budget 

The athletic department budget, which is part of the restricted fund, is addressed 
separately in General Docket 12h. 

 

 

 

 
 
dh\h:\bf\2001\01juldoc\julgd12b.doc 
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IOWA STATE UNIVERSITY 

FY 2002 General Fund Budget Summary 

 
 
 

 

STRATEGIC PLANNING GOALS 

Goal #1: Learning   $209,135,733 

Goal #2: Discovery   141,488,236 

Goal #3:  Engagement 56,424,487 

 TOTAL   $407,048,456 

SOURCES OF REVENUE 
 FY 2001 FY 2002 
 

State Approp* $270,347,592 265,106,057
  

Tuition and Fees 102,791,490 115,007,826  

Reimb. Indirect Cost 9,530,000 11,500,000  

Interest 1,185,000 1,352,000  

Federal Support 12,425,373 12,425,373  

Sales and Services 368,000 417,500  

Other Income 1,268,000 1,239,700  

 TOTAL $397,915,455 $407,048,456  

ALLOCATIONS OF NEW REVENUES  
AND REALLOCATIONS 

General Fund Base Reduction                                     $(15,793,855) 
Reallocation to Offset Base Reduction 10,293,855 
Tuition Revenue to Offset Base Reduction 4,000,000 
Energy Savings to Offset Base Reduction 1,500,000 
Annualization of FY 2001 Health Care Cost Increases 2,586,943 
Compensation Increases* 11,600,683 
Mandatory Cost Increases 2,389,702 
Strategic Planning Initiatives    11,184,103 

 TOTAL   $27,761,431 
*Includes state appropriations and $598,363 of new revenues 

MANDATORY COST INCREASES  
Library Inflation $435,000 
Licenses Software Upgrades 34,835 
Graduate Tuition Scholarships 240,818 
P&S Staff Tuition Grants 25,000 
Student Access + Services & Degree Audit 
System 

187,451 

Disability Student Accommodation 55,960 
Minority Student Programs 6,470 
Campus Wireless Data Communication Service 58,000 
Student Internet Access & Services 34,000 
Utilities 959,666 
Opening New Buildings 20,347 
Space Rental 87,000 
State Auditor Charges 21,979 
Property Insurance 27,463 
Campus Access Control, Dispatch, & Crime 
Record 

122,647 

Backflow Prevention Program 25,000 
Hazardous Materials Shipping Specialist 48,066 

 TOTAL    $2,389,702 
 

STRATEGIC PLANNING INITIATIVES INCREASES 
(Excluding Mandatory Cost Increases) 

GOAL 1:  Learning 6,754,743 
Support for Over-Enrolled Courses 350,000 
Study Abroad and Distance Education 485,134 
Student Aid Set-Aside 1,091,365 
Scholarships for Recruitment 2,009,700 
Learning Communities 185,000 
Campus Safety 90,000 
Strategic Initiatives - Pending Commitments*  1,734,072 
Internal Programmatic Reallocations 809,472 

GOAL 2:  Discovery 2,604,895 
Research Incentive 985,000 
Plant Sciences Institute 300,000 
Strategic Initiatives - Pending Commitments* 693,145 
Internal Programmatic Reallocations 626,750 

GOAL 3  Engagement 1,824,465 
Strategic Initiatives - Pending Commitments* 693,146 
Internal Programmatic Reallocations 1,131,319 

TOTAL        $11,184,103 
 
* Includes new revenues and reallocations. 

NEW REVENUES AND REALLOCATIONS  
 

State Appropriations   
 Base Reductions                                       (15,793,855) 
 Salary Improvement* 11,002,320     
  Total State Appropriations    (4,791,535)
Tuition and Fees**  12,216,336 
Federal Support  0 
Reimbursed Indirect Cost  1,970,000 
Other Revenue      188,200 
 

 Revenue Increase  9,583,001 
 

 Reallocations  
Reallocation to Cover Base Reduction*** 10,293,855 
Energy Savings to Cover Base Reduction 1,500,000 
Reallocation for Health Care Cost Increases 2,586,943 
Reallocation from Building Repair Fund 1,230,092 
Programmatic Reallocations 2,567,540 

 

 Total Reallocations 18,178,430 
   
 TOTAL  $27,761,431 
 
*   Includes ISU share of Lakeside Lab ($4,010) 
** Includes distance education and study abroad tuition ($485,134) 
***Includes $483,544 from a reduced building repair fund 










