G.D.9
MEMORANDUM

To: Board of Regents

From: Board Office

Subject: Final FY 2001 Detailed Budgets
Date: July 7, 2000

Recommended Acﬁons:

1. Refer to the individual final budgets for FY 2001 in the attached budget memos
(9a through 9g) for budget approvals. ’

2. Request the institutions to begin compiling detailed reallocation data for the

'~ five-year period, FY 1997 through FY 2001, for review and evaluation of the

Regent reallocation program, and approve modification of the Board policy on
domestic partner insurance.

Executive Summary:

The Board’s strategic planning goal 4.1.1.0 requires the Board annually to review
and approve institutional resource allocations and reallocations consistent with
and supportive of the Board and institutional strategic plans. The institutional
final FY 2001 detailed budgets are presented this month for approval.

The final composite FY 2001 institutional general fund operating budgets, including
the operations of the University of lowa Hospitals and Clinics, total $1.4 billion.

These general fund operating budget amounts are unchanged from those submitted
to the Board in June. The total institutional restricted fund budgets total $1.1 billion.
The combined institutional budgets total $2.5 billion.

INSTITUTIONAL BUDGETS
FY 2001
(In thousands)
Sul ISU UNI ISD IBSSS* TOTAL
General Operating $908,696 397,915 130,612 8,736 4,911  $1,450,870
Restricted 565,202 402,138 93,422 1400 2,028 1,064,190
Total $1,473,808 800,053 224,034 10,136 6,939 $2,515,060

* Restricted fund subject to further review before Board approval is recommended.

In developing the individual budgets, the institutions were guided by the strategic
plans of the Board and each respective institution. Successful strategic planning
depends, in part, upon the best use of available resources. Along with the state
appropriations process, the institutions prioritized departmental funding requests
based on final state appropriations, estimated tuition revenues, and identified
reallocations of at least 2% of existing resources.
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FY 2001 base state operating appropriations were $3.0 million less than the
original FY 2000 appropriations. In addition, the state allocation to the Regents
for incremental funding of the state’s salary policy of $18.2 million was $9.2 million
less than the $27.4 million needed to fully fund the policy. No state funding was
provided for significant health insurance increases that are now anticipated.

The Regent reallocation program is an integral part of the Board’s strategic
planning and budgeting process. FY 2001 is the last year in the Regent five-year
reallocation program. The Board Office recommends that a review and evaluation
be conducted regarding the details of the actual institutional reallocations for the
entire five-year period. The details could study the various ways in which the
institutions implemented the reallocation program and could summarize programs
changed, efficiencies gained, benefits received, problems encountered, specific
successes accomplished, permanent shifts, and temporary shifts,.

The results and recommendations ascertained from the review could guide the
Board in its decision to either continue its reallocation program as it currently
exists or make modifications.

The Board is requested to authorize all Regent institutions to make available the
same options as approved for SUI last month regarding same sex domestic
partner insurance as outlined on page 7.

Background/Analysis:

Board Budget Process

In May, the institutions presented conceptual operating budgets in response to the
state appropriations process and institutional strategic planning needs. In June, the
preliminary general fund operating budgets for FY 2001 were presented with budget
dollars and detail about program directions toward strategic planning goals. This
process provided an opportunity for the Board to raise questions, request additional
information, and indicate priorities. This month, the institutions are presenting
detailed operating budgets for the Board’s approval.

The institutions are also presenting restricted fund budgets for approval. These
budgets include capital appropriations authorized by the 1997 General Assembly
for FY 2001 that were allocated by the Board in June as well as the FY 2001
appropriations of the 2000 General Assembly. Tuition replacement appropriations
for the debt service of academic building revenue bonds are also included in the
restricted fund budgets, as are the amounts for the residence system functions,
athletic department activities, and other auxiliary functions associated with the
educational missions of the institutions.
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General Fund Operating Budgets

These final FY 2001 general fund operating budgets for the five Regent institutions,
including the UIHC budgets, were developed by the institutions based on the
strategic plans of the Board and each institution, the Board’s FY 2001 appropriation
requests, and the actions of the General Assembly and the Governor.

The general operating funds of the institutions are as follows:

Total Budget Direct State Appropriations

University of lowa $908,696,049 $318,587,761
lowa State University 397,915,455 269,897,592
University of Northern lowa 130,612,081 + 91,829,144
lowa School for the Deaf 8,735,589 8,178,008 -
-lowa Braille and Sight Saving School 4911,297 4,568,379
TOTAL $1,450,870,471 $693,060,884

FY 2001 State Appropriations

The General Assembly appropriates operating funds for the Regent institutions in
three  appropriations  bills:  education, economic  development, and
salaries/compensation.

The FY 2001 education operating appropriations to the Regent institutions were
$2.7 million lower than the original FY 2000 operating appropriations. For the
" universities, line item appropriations for the major initiatives: Public Health, Plant
Sciences, and Masters in Social Work, were merged with the respective general
university appropriations. Although the legislation did not specifically include new
incremental funding for these initiatives, intent language was added to authorize
increased spending for these initiatives. This gave the universities flexibility in
managing base appropriations reductions.

The economic development bill reduced appropriations by 4% across the board,
which translates into an additional $0.3 million reduction for the Regents.

The salary appropriations bill appropriates $42.2 million to state agencies. The
Regent allocation for funding Regent salary increases was determined by the
Department of Management to be $18.2 million. To fully fund the state salary
policy increase of 4% at the Regent institutions, exclusive of health insurance
increases, funding from state appropriations would need to total $27.4 million for
FY 2001. This represents a shortfall in salary funding of $9.2 million, excluding
health insurance. The state did not provide additional funding for Regent health
inswrance increases.
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At the end of June, the Department of Personnel announced that the state health
insurance charges to state agencies will increase 17% effective July 1. It is also
expected that additional increases, ranging from 17% to 35%, will occur in
January 2001. Most of these state increases in health insurance (for persons
covered by collective bargaining) are not reflected in the institutional budgets
because the amounts were not known at the time of the budget preparation.

In comparing the direct total institutional FY 2001 state operating appropriations of
$693.1 million (including the salary and workers’ compensation allocations) to the
revised FY 2000 appropriations of $672.7 million (after deappropriations of the
$3.4 million), the institutional increase is $20.3 million (3%). If the workers’
compensation amount of $1.9 million were not considered (since it does not
represent a net increase but rather a shifting of responsibility), the net increase is
$18.4 million (2.7%). .

If the net increase (including salary and workers’ compensation allocation) were
determined based on the original FY 2000 operating appropriations, it is
$16.9 million (2.5%). If, in this scenario, workers compensation were excluded as
an increase in funding, the net increase is $15.0 million (2.2%).

This increase in state appropriations is not, however, sufficient to fully fund the
state salary policy or to advance key strategic planning initiatives of the Board and
Regent institutions.

Reallocations

In accordance with its strategic planning goals to increase effectiveness and
efficiency, the Board approved a five-year program, beginning in FY. 1997,
requiring each Regent institution to reallocate at least 2% of its budget each year.
This reallocation policy is intended to ensure that the institutions use existing
resources to improve quality but also to achieve efficiencies. :

The policy is not intended to be a budget reduction mechanism. Rather, it is an
important strategic mechanism (1) to maintain current operations e.g., help pay for
inflationary costs and for costs due to changes in student demand (reactive); and
(2) to improve quality by redirecting the resources needed to build excellence or
engage in new opportunities (proactive).

Reallocations may involve both permanent and temporary shifts in the use of
resources. An example of a permanent shift would include a permanent reduction
in a department’s budget as a result of decreased need/priority or an efficiency
gained (dollars saved) from reorganizing or implementing a new system (e.g., a
more efficient administrative process.) An example of a temporary shift would be
reallocation of positions to accommodate temporary fluctuations in enroliments
(e.g., student demand for biology courses.)
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For FY 2001, the universities are proposing to use significant reallocations to
address the shortfall in state appropriations for salary increases and base
operating budgets rather than improve quality. The institutions are proposing to
utilize over $9.0 million of the identified reallocations to address the appropriations .
shortfalls.

FY 2001 Reallocations

University of lowa $10,860,900 2.7%
lowa State University 8,606,746 - 2.3%
University of Northern lowa 4,913,200 3.9%
lowa School for the Deaf 178,862 21%
lowa Braille and Sight Saving School 488,166 10.8%

$25,047,874

University Resources

Funding the general education costs at the Regent universities consists of multiple
sources, including state appropriations; tuition and fees; federal support; indirect
cost reimbursements; and other sources. . The following table shows these
categories as a percent of the general university budgets.

General University Budget Totals

Resource Resource  Change in

Revised Percent of Proposed Percent of Resource

, FY 2000 Total FY 2001 Total Allocation
State Appropriations™ 527,597,678 64.3% 547,621,513 63.6% (0.7)%
Tuition and Fees 246,656,209 30.1% 264,728,687 - 30.7% 0.6 %
Other 45,675,300 5.6% 49,108,689 5.7% 0.1 %

Total $819,929,187 100.0% $861,458,889 100.0%
* FY 2001 appropriations are net of workers compensation amounts. .

Tuition

The Board's tuition policy is intended to maintain quality and effectiveness as well
as improve quality, thereby recognizing the aspirations of the Board and the
institutions for achieving excellence. Critical to the successful implementation of
the Board's strategic plan is securing sufficient resources.

In October 1999, the Board approved a 4.3% increase in tuition for FY 2001. The
universities propose to use most tuition revenues generated by this rate increase
to cover the salary shortfall and other non-discretionary operating cost increases
(maintenance of quality rather than improvement of quality.) The student aid
percentages of the individual universities are commensurate with the overall
tuition increases and, therefore, will increase as a result of the tuition rate increases
approved by the Board last fall. ‘

The use of tuition increases to cover the shortfalls varies from the planned uses for
these new revenues as approved by the Board in October. By approving the
individual university budgets this month, the Board is approving the changes in the
use of the new tuition revenues generated by the rate increase.
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Restricted Fund Budgets

The FY 2001 restricted fund budgets of the Regent institutions total $1.0 billion
and include capital appropriations, tuition replacement appropriations, residence
system functions, athletic department budgets, as well as other auxiliary functions
associated with the educational missions of the institutions.

FY 2001 Restricted Fund Budgets

University of lowa $565,201,500
lowa State University 402,138,267
University of Northern lowa 93,422,200
lowa School for the Deaf - 1,400,068
lowa Braille and Sight Saving School* 2,027,517 -

$1,064,189,552

*Subject to further review before Board approval is recommended.

Capital appropriations for FY 2001 total $$28.6 million and include the allocations
authorized by the Board in June. The FY 2001 tuition replacement appropriation
of $28.2 million is for the debt service of Academic Building Revenue Bonds;
preliminary allocations to the institutions are $12.1 million to SUI, $11.2 million to
ISU, and $4.9 million to UNI.

FY 2001 Residence System Revenue Budgets

University of lowa $28,858,892
lowa State University 43,128,966
University of Northern lowa 21,709,359

Total $93,697,217

The final FY 2001 residence system revenue budgets of the universities, totaling
$93.7 million, are based on the rates approved at the April 2000 Board meeting
and are similar to the preliminary budgets submitted to the Board in March.

Athletic Budgets
Budgeted Revenue
University of lowa ' $27,923,220
lowa State University 19,917,249
University of Northern lowa 6,196,985
Totals $54,037,454

The final FY 2001 university athletic revenue budgets total $54.0 million. The SUI
final FY 2001 athletic budget revenues and expenses are $2.2 million higher than
the preliminary budget due to the inclusion of funds for men’s scholarships as
requested by the Board. The ISU final FY 2001 athletic budget is identical to the
preliminary budget presented to the Board in June. Revenues and expenditures
in the UNI final FY 2001 athletic budget have increased by $41,771 from the
preliminary budget due to finalizing salary and wages including the coaching staff
for the new women's soccer program. The universities are highly committed to
gender equity as demonstrated in each of their respective budgets.
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Domestic Partner Insurance

At its June 2000 meeting, the Board approved a modification of SUl's same sex
domestic partner insurance policy originally approved by the Board in October
1992. The 1992 policy provided for same sex domestic partners who met a Board
approved criteria to participate in SUI's Chip Il health insurance program with the
full cost of the partner's participation being paid by the employee. Similar
coverage was subsequently extended to ISU and UNI. The June 2000 revision
provides that SUI may treat same sex domestic partners who meet the criteria the
same as spouses of employees for purposes of paying for health insurance, to the
extent permitted by law. Making this revision available to all the Regent
institutions would promote a clearer and consistent implementation of the Board
policy, as was done when basic policy authorizing participation was approved in
the early 1990s. Accordingly, the Board is requested to authorize all Regent
institutions to make available the same options as approved for SUI last month
regarding same sex domestic partner insurance. The Board Office recommends
that no Regent institution be required to provide this benefit and that institutional
heads make the determination on providing such coverage at their respective
" institutions after consultation with faculty, professional and scientific staff, and
institutional administrators. |f the faculty or professional and scientific staff of a
Regent institution have a certified bargaining representative, the Board's collective
bargaining team shall be allowed to negotiate for such benefits with the certified
bargaining representative prior to the benefit being offered to such represented
employees. Regent institutions providing same sex domestic partner benefits
pursuant to this policy must establish criteria to evidence the domestic
partnership. Such criteria shall include an Affidavit of Domestic Partnership which,
at a minimum, provides for the mutual aid and assistance and economic
interdependence of the partners. Regent institutions providing same sex domestic
partner benefits shall report separately to the Board their cost and utilization
experience with the benefit as a part of their annual (November) fringe benefit
report to the Board.

>&7/m&wﬂ' }Approved: M—m&‘

Pamela M. Elliott Frank J. Stork
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