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I. Fiscal Year 1999-2000 Operating Budget Plan – Centrally Distributed and Attributed Funds

Introduction

For fiscal year 1999-2000, the University of Minnesota’s operating budget plan presented to the Board of Regents has been constructed based upon the following four principles:

· Maximizing the University’s ability to budget new state funds for fiscal year 1999–2000 and fiscal year 2000–01 in a manner consistent with the priorities outlined in the biennial budget proposal;

· Providing resources to meet financial obligations not directly related to the biennial budget proposal including costs associated with: a) common goods; b) targeted academic investments; and, c) core administrative services;

· Adopting internal financing mechanisms that communicate and support the concept that each academic and administrative unit must share responsibility for the welfare of the institution as a whole; and

· Establishing a preliminary financial framework to guide the development of the fiscal year 2000-01 operating budget plan.

Fiscal Year 1999-2000 Budget - Overview

The President’s Fiscal Year 1999-2000 Operating Budget has been prepared based upon projected revenues and expenditures from a wide variety of sources.  Attachment 1 (Resource and Expenditure Budget Plan) displays the recommended budget plan for all current, non-sponsored funds (funds supporting annual operating expenses).  In summary, the budget for total current, nonsponsored funds is proposed as follows:

Table 1

Current Nonsponsored Funds –Proposed Fiscal Year 1999-2000 Budget


Beginning Balance
$328,435,000


Revenues & Net Transfers
$1,545,575,417

Total Net Resources
$1,874,010,417


Expenditures
$1,573,280,534

Ending Balance
$300,729,883

Within the framework of Attachment 1 the primary funds supporting teaching, research and outreach are Operations and Maintenance (O&M), Tuition, State Specials and Indirect Cost Recovery (ICR).  These four funds total 65% of externally generated revenues of the University and represent the major focus of budget development and planning.  Table 2 below summarizes the revenue and expenditure plans relative to these four funds.

Table 2

The President’s Fiscal Year 1999-2000 Operating Budget
Beginning Balance
($1,003,988)

Revenues and Net Transfers

Operations & Maintenance
$546,321,128

Tuition
$234,414,331

State Specials
$83,113,500

Indirect Cost Recovery
  $54,632,773
Total Net Resources
$917,477,744

Allocations to Academic & Support Units
$916,818,412
Ending Balance
$659,332

Fiscal Year 1999-2000 Operating Budget - Context of Biennial Budget Appropriation

University of Minnesota

The University of Minnesota's 2000-2001 Biennial Budget Proposal was designed to increase the strength of the University as it enters a new century by providing resources to:

· provide competitive compensation for all employee groups;

· enrich the undergraduate experience;

· address changes in the design, delivery and financing of health professional education;

· connect the University to the community at large; and

· promote a climate of quality University services.

The proposal represented an increase of $198,774,000 over base level funding.  The total biennial appropriation request totaled $1,289,068,000.  The House and Senate approved, and Governor Ventura signed, bills that provide an increase of $120,551,000 over base level funding for fiscal years 2000 and 2001.  The 2000-2001 biennial state appropriation for the University of Minnesota totals $1,207,682,000.

The biennial funding increase is represented by two distinct appropriations from the state.  The first is a general appropriation of $1,191,687,000, an increase of $103,956,000 from the state’s general fund and an increase of $600,000 from the state’s Health Care Access Fund.  The second is an appropriation of $15,995,000 for health professional education resulting from the establishment of a medical education endowment.  One-time tobacco settlement payments of $277,000,000 were used to establish this endowment.  

These appropriations, like the Governor’s original recommendation for the University, recognize each of the University’s five major biennial budget initiatives.  

State Grant Program

In addition to direct funding for the University, the state appropriations for higher education include significant additional funding for students with financial need through the Minnesota state grant program.  The major changes include the following:

· The living and miscellaneous expense allowance for all students in all institutions is increased.

· Tuition increases in public institutions are recognized and funded and the tuition maximums for students in private institutions are increased by approximately 3 percent.

· The family/government share of a student's state grant budget is increased from 53 percent in 1998-99 and 1999-2000 to 54 percent in 2000-01.

In addition to these changes in the State Grant Program, the maximum federal Pell grant will increase from $3,000 in 1998-99 to $3,125 in 1999-2000 and 2000-01.

As a consequence of these changes, the maximum, combined grant support from the federal Pell grant program and the Minnesota state grant program for students on the Twin Cities campus with the greatest financial need (i.e., $0 expected family contribution) will increase as shown in the table below.  The combined grant total already exceeds the cost of tuition and required fees by $343, and that variance is expected to grow to $589 over the next two years.

Twin Cities Undergraduate Students (full-time, $0 EFC)





Actual
Projected
Projected


1998-99
1999-00
2000-01






Tuition and Required Fees
$4,746
$4,667
$4,807

Maximum Pell and State Grant
$5,088
$5,163
$5,395

Total Grants minus Tuition and Required Fees
$343
$496
$589

Increases will be similar on the Crookston, Duluth, and Morris campuses.

MINITEX
The higher education appropriation from the state includes a significant increase in funding for MINITEX Library Information Network, a program of the Minnesota Higher Education Services Office located at the University of Minnesota.  This appropriation provides new funding of $3.8 million for the biennium, a 73% increase over the previous biennium. 

These funds provide for:

· enhanced document delivery, including electronic delivery of articles to the desktop (MINITEX provides loans and photocopies from the University Libraries collections to other libraries in Minnesota, North Dakota, and South Dakota);

· one-time resources for moving the MINITEX Office from Wilson Library to MnLAC in January 2000 and purchasing furnishings and hiring staff to provide services from the storage cavern that will house infrequently used but important materials from the University Libraries and libraries of all types throughout Minnesota;

· adding the table of contents of book titles to LUMINA, MnSCU/PALS, CLICNET, and other academic libraries in Minnesota;

· licensing of scholarly and research databases for academic and state government libraries in Minnesota; and 

· licensing general reference databases for statewide access in Minnesota in cooperation with funding provided to MN Department of Children, Families and Learning.

MNSCU
The biennial state appropriation for the Minnesota State Colleges and Universities (MnSCU) totals $1,115,791,000, an increase of $103,956,000.  This appropriation recognizes the MnSCU initiatives of institutional competitiveness (including increases for compensation), student success, technology, and economic development.  

Fiscal Year 1999-2000 Operating Budget – Investment Plan

The President’s Fiscal Year 1999 – 2000 Operating Budget represents the first year of a two-year investment plan.  The allocation of new resources in fiscal year 1999 – 2000 is predicated upon a two-year financial strategy directly linked to the University’s original biennial budget proposal.  The priorities of that proposal were:

· Competitive Compensation

· Enriching the Undergraduate Experience

· Financing Health Professional Education

· Connecting the University to the Community

· Promoting a Climate of Quality Service

As introduced at the Board of Regents May 1999 meeting, the President’s Fiscal Year 1999-2000 Operating Budget organizes investments in to four major categories:  1) compensation; 2) targeted academic investments; 3) core administrative services; and 4) common goods.  The following table provides a summary of these investments for fiscal year 1999-2000.

Table 3

Fiscal Year 1999-2000 Operating Budget Investments

Centrally Distributed Funds




Total New Investment
Percent of Total





Compensation
$        18,374,764
32.9%





Targeted Academic Investments
$        12,741,843
22.8%





Core Administrative Services
$          5,232,334
9.3%





Common Goods – Facilities
$          5,807,237
10.4%

Common Goods – Technology
$        12,650,836
22.6%

Common Goods - Miscellaneous
$          1,131,821
2.0%





Grand Total
$        55,938,835
100%





Note:  The above table does not include investments funded through new state special dollars such as the tobacco endowment, Animal Health and Food Safety, Rapid Response Fund, Regional Partnerships, Commercialization of Technology and general inflation.

Examples of the investments made under the three major categories are:

Targeted Academic Investments

· Compact Investments

· 30 New Faculty / Freshmen Seminars (8 first year and 22 second year)

· Undergraduate Academic Investments (study abroad, research opportunities)

· Clinical Outcomes Research Center

· Rochester

· Faculty Service Awards / Regents Professors / Morse & Graduate Teaching Awards

· CLA Best Departments

Core Administrative Services

· EEO – Community Education Program

· External Sales

· ICR Rate Development

· Financial Management

Common Goods

· New Building Operations

· Repairs and Betterments

· U of M Issued Debt

· Gateway Leases

· Technology Enhanced Learning

· Libraries / Digital and Undergraduate

· MnVU / ISEEK

· Enterprise Project / Grants Management

· Web Development

· Classrooms

· Financial Aid

· State Fair Building

Compensation

Of the 3% compensation increase dollars, $231,781 are allocated to Crookston, $1,534,218 are allocated to Duluth, $436,199 are allocated to Morris, and $16,172,566 are allocated for all other units of the University.  Attachment 2 is a copy of the policy memorandum impacting salary adjustments for fiscal year 1999-2000.

Fiscal Year 1999-2000 Operating Budget – Resource Plan

Resources identified to fund the investments categorized above are from five major sources as outlined in Table 4 below:

Table 4

Fiscal Year 1999-2000 Operating Budget Resource Plan

Centrally Distributed Funds




New Resources
Percent of Total





New State Appropriations
$       39,588,014
70.8%





Enterprise Assessment
$         6,094,494
10.9%





Institutional Revenue Sharing
$        5,898,585
10.5%





One-Time Central Balance Recapture
$        2,807,742
5.0%





Central Reserves
$        1,550,000
2.8%





Grand Total
$        55,938,835
100%

Note:  The above table does not include resources appropriated as new state special dollars such as the tobacco endowment, and funds for Animal Health and Food Safety, Rapid Response Fund, Regional Partnerships, Commercialization of Technology and general inflation.

New State Appropriations – The increase in state appropriations for O&M for fiscal year 1999-2000 is $40,228,000.  As shown above, $39,588,014 of those new funds are being allocated for a variety of new investments.  The remaining amount will carry forward into fiscal year 2000-01 to help address increased future investment needs.  The state specials appropriations increased by $11,093,500 over the base, (a net increase of $9,801,527 over the previous year) and the details regarding those investments are listed on page 22 of this document.

Enterprise Assessment – The enterprise assessment was approved as part of the overall financing plan for the Enterprise Project and was implemented in fiscal year 1997-98.  Due to the availability of one-time funds during the current fiscal year, 1998-99, the assessment was suspended for one year.  The President’s recommended operating budget plan for fiscal year 1999-2000 includes reinstating this assessment.  The charge will be 1% of total salary expenditures in a set of defined fund groups.

Institutional Revenue Sharing (IRS) – The IRS plan included in this budget recommendation has two parts.  The first involves a consistent 2% assessment on actual “sales and services” revenues realized in each unit of the University.  The goal here is to implement a system in which external purchasers of University goods and services realize a small amount of overhead costs in their charges.  The second part of the IRS involves an additional obligation for campus and collegiate units such that their total IRS payment (the 2% assessment plus the remaining charge) equals 1% of their total current nonsponsored revenues for the year.  The additional obligation for central administrative units involves targeted reallocations or cost burdens, rather than a formulaic calculation of total payment.

One-Time Balance Recapture – As part of the annual budget review of each unit of the University, year-end balances are analyzed and explained.  To meet some of the nonrecurring investment needs for the next year, some central administrative balances determined to be uncommitted are being reinvested.

Central Reserves – This budget plan includes one-time allocations from central reserves for research projects associated with the NIH settlement requirements, funds for Y2K modifications and improvements to Eastcliff.

Preparing for the Fiscal Year 2000-01 Operating Budget

It is important to note that the University’s budget is balanced for both years of the biennium.  Sufficient resources are available in the second year of the biennium to meet all fixed obligations and prior commitments established by the President’s Fiscal Year 1999-2000 Operating Budget Plan. 

Consistent with the four principles outlined in the introduction to this document, the University is committed to developing a preliminary financial framework for fiscal year 2000–01 – including potential new items of investment.  Table 5 below represents a planning framework for the second year of the biennium based upon assumptions carried forward from fiscal year 1999-2000, in conjunction with additional investments desired in fiscal year 2000-01.

Table 5

Fiscal Year 2000 – 01 Planning Framework

Operations & Maintenance / State Special Funds
Part 1 –Fixed Obligations and Prior Commitments

Targeted Academic Investments – Enhanced Undergraduate
$  1,781,901

Targeted Academic Investments – Debt/Leases


$  2,339,920

Common Goods – New Building Operations



$  2,397,803

Common Goods – Utility Price Increases



$  1,653,000

Common Goods – Debt/Leases




$  1,483,378

Common Goods – Technology Infrastructure


$  3,166,592

Common Goods – Other Miscellaneous Obligations


$     690,000






Subtotal

$13,512,594

Part 2 – Essential Additional Investments

Compensation Pool @ 3.0%





$25,709,576
Common Goods – Tech. Infrastructure Support/Maintenance
$  3,251,813
Subtotal 

$28,961,389
Grand Total

$42,473,983

Part 3 – Resources

New State Appropriations FY2000-01 over FY1999-2000

$17,908,000

FY1999-2000 Resources available for expenditure


$10,381,627

Internal Revenue Growth (excludes Tuition & ICR)


$     342,574

Subtotal

$28,632,201

Net Required Additional Resources



$13,841,782





Grand Total Resources

$42,473,983

As outlined in Part 1 of Table 5 above, costs categorized as “fixed obligations and prior commitments” total $13,512,594.  Part 2 identifies “essential additional investments” totaling $28,961,389.  The major planning assumptions regarding “essential additional investments” in fiscal year 2000 – 01 include: a) 3.0% compensation pool; and b) $3,251,813 to respond to continued cost pressures in the area of technology infrastructure support and maintenance. 

Part 3 of Table 5 outlines the known additional resources available for fiscal year 2000 – 01.  The President’s Fiscal Year 1999–2000 Operating Budget Plan projects resources in fiscal year 2000–01 of $28,632,201.  These resources are the result of: a) $17,908,000 in new state appropriations over the fiscal year 1999-2000 appropriation; b) $659,239 of unspent funds carried forward from fiscal year 1999–2000; c) $9,722,388 of funds made available in fiscal year 2000–01 due to the prudent use of recurring resources in fiscal year 1999–2000; and d) modest internal growth of forecasted revenues totaling $342,574.  Resources available in fiscal year 2000–01 of $28.6 million exceed “fixed obligations and prior commitments” of $13.5 million by $15.1 million.

Part 3 does not include any assumptions regarding new resources generated by local units to meet costs outlined in Parts 1 and 2.  For example, no assumption has been made regarding increased revenues from tuition or indirect cost recovery funds or other local unit generated revenues.

The combination of “fixed obligations and prior commitments” and “essential additional investments” as compared to available resources results in the need to identify approximately $13.8 million in additional funds for fiscal year 2000–01.  As outlined to the Board of Regents at the May 1999 board meeting, the University has four main internal strategies to address additional resource needs.  The four broad internal strategies are: a) reduce budgets; b) clarify responsibility for costs; c) increased revenues and d) institutional revenue sharing.  Examples of each of these strategies are outlined below.

Reduce Budgets

· Streamline core business processes 

· Enhance productivity

· Implement energy efficiencies

· Reduce overall FTEs

· Eliminate redundancies

Clarify Responsibility for Costs

· Require local units to pay own building debt

· Charge local units for building operations

· Require local units to pay larger share of compensation costs

· Establish new fees for services – fees to reflect costs

· Allocate certain overhead costs to local units

Increased Revenues

· Implement tuition and fee increases

· Plan for increases in other revenue sources

Institutional Revenue Sharing

· Establish additional assessment on revenues

· Expand 2% tax on “sales and services” revenues

· Reevaluate tuition attribution in IMG

· Reevaluate ICR distribution in IMG

The President’s Fiscal Year 1999-2000 Operating Budget Plan fully recognizes the need to address the operating budget in the second year of the biennium as early as possible.  The options outlined above, as well as other opportunities to increase revenues or reduce expenses, will be explored early in the coming fiscal year in order to provide the Board of Regents and academic and support units adequate time to plan for any additional financial obligations or revenue changes.  

At the May 1999 Board of Regent’s meeting, the President outlined a conceptual framework for the operating budget of the University.  A significant component of that presentation entailed an overview of the current dilemma in financing infrastructure costs categorized as “general common goods” or “overhead”.  The University faces increased costs in the areas of technology, web development, libraries, debt, rent and leases, financial aid, new building operations and utility costs.  Because the University of Minnesota has traditionally had a highly decentralized revenue system which was recently further decentralized with the advent of Incentives for Managed Growth, there are insufficient central resources for overhead costs (“common goods”) funded through current revenue streams.  Over the summer and fall, a taskforce chaired by Dean Rosenstone will address long-term issues regarding Incentives for Managed Growth, including the allocation of costs and revenues.  Recommendations from this group approved by the President will be incorporated into the fiscal year 2000-01 budget plan as appropriate.

II. All Funds Budget Context
The University’s financial information is presented within this fiscal year 1999-2000 budget document in an all-funds context.  This allows the Board of Regents to view the entire scope of the financial activity managed by the University.  The following pages and attachments have been designed to enhance the understanding of the Board, the University community, and the public regarding the total picture of the University of Minnesota’s budget activity.

The financial structure of the University classifies revenues and expenditures into two broad fund categories: 1) current funds, which comprise roughly 83% of annual expenditures; and 2) noncurrent funds, which comprise roughly 17% of annual expenditures.

A. Current Funds
Current funds support the day-to-day activities of the University and can be broken down into two categories:



1) Nonsponsored Funds




• centrally distributed and attributed

- funds distributed or attributed by the Board of Regents, which may be further distributed to a unit or department by a central, collegiate or administrative office




• self-sustaining

- funds in which expenditures are supported by revenues earned by the internal or external sale of goods or services, or by gifts from external donors



2) Sponsored Funds (Sponsored Research)

 - funds provided by a grant or contract that are administered by Sponsored Project Administration (SPA) within the Office of the Vice President of Research

For fiscal year 1997-98, the most recent year of actual resource and expenditure information, current fund revenues and net transfers in for University operations totaled approximately $1.9 billion.  Attachment 3 contains the definitions of all current nonsponsored and sponsored funds.  Table 6 below outlines the major funding sources supporting current fund expenditures:

Table 6

Fiscal Year 1997-98 Current Fund Revenues

Sponsored and Nonsponsored

Funding Source
FY1997-98

Actual Revenues
Percent 

of Total





Operations & Maintenance
$473,092,644  
25.5%

Tuition
223,434,919
12.0%

State Specials
77,667,378
4.2%

Indirect Cost Recoveries
55,665,713
3.0%

Central Reserves
19,650,874
1.0%

Auxiliary Enterprises
166,803,411
9.0%

Internal Service Organizations
163,690,165
8.8%

Other Unrestricted Accounts
148,096,810
8.0%

Other Restricted Accounts
187,845,488
10.1%





Subtotal Currrent, Nonsponsored
$1,515,947,402
81.6%





Sponsored Research
341,137,659
18.4%     





Total Revenue
$1,857,085,061
100.0%

For fiscal year 1997-98, current fund expenditures totaled approximately $1.8 billion.  Table 7 below outlines the current fund expenditures according to function.

Table 7

Fiscal Year 1997-98 Current Fund Expenditures

Sponsored and Nonsponsored

Function
Current Nonsponsored Amount
Sponsored Research Amount
Total Expenditure Amount
Percent 

of Total







Instruction
$407,948,523
$20,835,757
428,784,280
24.0%

Research
128,241,139
253,818,880
382,060,019
21.4%

Public Service
85,630,539
66,483,022
152,113,561
8.5%

Academic Support
209,540,032

209,540,032
11.8%

Student Services
55,852,018

55,852,018
3.1%

Institutional Support
174,943,875

174,943,875
9.8%

Plant Oper/Maintenance
169,640,388

169,640,388
9.5%

Scholarships
65,324,704

65,324,704
3.7%

Auxiliary Enterprises
145,600,823

145,600,823
8.2%

Hospital/Clinic
86,388

86,388
0







Total Expenditures
$1,442,808,429
$341,137,659
$1,783,946,088
100.0%







Percent of Total
80.9%
19.1%
100.0%


B. Noncurrent Funds
Noncurrent funds generally do not support the daily operations of the University.  Since expenditures can change significantly from one year to the next, budgets for noncurrent funds are less predictable than the budgets for current funds.  Noncurrent funds can generally be classified into one of the following fund groups:

1) Plant Fund

The majority of noncurrent expenditures are contained within the plant funds.  These funds are to account for property, plant, and equipment transactions of the University.  The spending pattern in this area varies depending upon capital project construction timetables and available financing from external sources such as State of Minnesota general obligation bonds.  Plant fund activities are summarized in the six-year capital improvement plan and the annual capital budget presented to the Board for review in May and approval in June 1999.

2) Endowment and Similar Funds

The resources included in endowment and similar funds are a combination of gifts made to the University that contain certain stipulations as to preservation of principal, and additions to existing endowments in the form of investment income and market value fluctuations.  Projections of total change in endowment and similar funds are difficult because these funds are subject to market risk as well as fluctuations in contributions.

3) Loan Fund

These funds are designated for student loans, which are provided by the federal government, the state of Minnesota, and private donors.  The loan fund is the smallest group of noncurrent funds.  Additions to the fund consist of interest received on outstanding loans and new contributions.

III. Budget Development
Beginning with development of the fiscal year 1998-99 operating budget, a new planning and budgeting compact strategy was implemented.  This strategy is a process designed to support a management philosophy that embraces collegiality, decentralized authority and responsibility, and a focus on accountability and outcomes.  The goals of the compact process include a commitment to: 
· Implement a common, systematic and integrated planning and budgeting process for campuses, colleges, and support units;

· Engage faculty, staff, and students in local-level decision making;

· Expand discussions of issues while establishing documented, public agreements that move units toward clear goals and expected outcomes;

· Develop and articulate standards of excellence for each unit and the institution as a whole; and

· Create a shared University plan through assessment of strategic issues, priorities, and directions.
The compact process is used for all academic and support units system-wide.  The process began with fall planning submissions that allowed campuses, colleges, and support units to review broad University directions and establish -- through faculty, staff, student, and external consultation -- their own set of issues and priorities.  These items, along with a unit data and performance profile, were then submitted and discussed with the appropriate executive officer to determine directions and next steps for each item under consideration.  Strategic plans and all-funds budget plans are then created for those priorities that the units and the administration agree must move forward.  All units are given feedback to their initial compact plans, and most units have had several focused discussions concerning their mission, values, and vision for their organization and the University as a whole.  The annual process will come to a close when all allocation and strategic action decisions are finalized and written in a compact document.

The compacts are jointly written by the administration and the unit, and reflect the agreed upon plans and budgets for the unit’s academic priorities, enrollment and fiscal management, facilities, and performance indicators.  These agreements will chart each unit’s strategic and fiscal direction into the next year, and will include specific outcome measures and progress reports.  The compacts are currently being drafted, will be reviewed and approved by the President in September, and distributed to the Board in October.

IV. President’s Recommended 1999-2000 Financial Plan by Fund Group

The President’s fiscal year 1999-2000 financial plan includes both the annual operating budget and the annual capital budget.

The President’s operating budget plan is composed of current, nonsponsored funds which represent approximately 82% of all current fund expenditures.  The budget plan also includes estimated expenditures for current, sponsored funds, which comprise the remaining 18% of annual current fund expenditures.  Expenditure estimates are also included for noncurrent funds.

Current funds, within three general categories, are as follows:

1. Centrally Distributed and Attributed Funds:
· Operations and Maintenance

· Tuition

· State Specials

· Indirect Cost Recovery

· Central Reserves

2. Self-Sustaining Funds:
· Auxiliaries

· Internal Service Organizations (ISO)

· Other Unrestricted Including Other Central Pools

· Other Restricted

3. Sponsored Funds (Research)
Attachment 3 provides an explanation of each current, nonsponsored and sponsored fund category.

Budget Plan Summary
Attachment 4, the Fund Forecast, contains the current estimate of actual activity for fiscal year 1998-99 and projected activity for 1999-2000 for the Centrally Distributed and Attributed Funds listed above.  What follows is a brief overview of the fiscal year 1999-2000 operating budget plan for each of the current fund categories outlined above.

Centrally Distributed and Attributed Funds

Operations & Maintenance Fund

The financial plan for the Operations & Maintenance fund is based upon resources derived from state appropriations, the Enterprise Assessment, the Institutional Revenue Sharing (IRS) plan, a one-time transfer of balances, and transfers-in from central reserves.  With the completion of the conversion to Incentives for Managed Growth, the Tuition Fund section reflects the financial plan for tuition income, now attributed directly to coordinate campuses and Twin Cities campus collegiate units.  

A. Projected Resources

Resources available for fiscal year 1999-2000 are projected to be $545,689,599.  This represents an increase in resources of $22,044,089 compared to fiscal year 1998-99.  Legislative appropriations increase $10,044,168; the Enterprise Assessment (not previously reflected in O&M) is projected to be $6,094,494, the IRS resources (replacing the auxiliary assessment of the year before) contribute a net increase in resources of $6,390,448, the transfer of one-time balances is estimated to be $3,193,460; and the balance available from the previous year is estimated to be $3,678,481 less.

B. Proposed Distributions

Proposed distributions for fiscal year 1999-2000 are $545,030,359.  The projected ending balance at fiscal year end is $659,240.

The fiscal year 1999-2000 financial plan for the Operations and Maintenance fund is as follows:











FY1999-2000

Balance Forward
($631,529)


Annual Revenues/Net Transfers
$546,321,128


Total Net Resources Available
$545,689,599


Estimated Expenditures
$545,030,359

Ending Balance
$659,240

Tuition Fund

A. Tuition Plan

The 1999-2000 tuition plan was approved by the Board of Regents in March so that students would know about tuition rates before the early registration period for the University’s first fall semester.  The University’s 1999-2000 tuition plan meets three objectives.

· First, the plan will sustain tuition revenue as a major source of the University’s overall revenue.  The plan is built around an average increase in tuition rates of three percent.  

· Second, the plan converts all tuition rates to their semester-based equivalents.

· Third, the plan encourages student success as measured by credit loads, retention rates, and graduation rates.

The approved tuition rate schedule can be found in Attachment 5.

B. Tuition Estimates by Collegiate Unit

A. Tuition Revenue Estimates / Fiscal Year 1998-99

The fiscal year 1998-99 tuition revenue estimates are as follows:

Table 8

Fiscal Year 1998-99 Tuition Revenue Estimates





Approved Budget

Current Estimate

Campus


     FY1998-99     

    FY1998-99     


Crookston
$3,122,238
$3,356,175

Duluth
$28,362,475
$30,972,131

Morris
$7,512,024
$7,347,188

Twin Cities
$185,453,139
$198,331,462
Systemwide Total
$224,449,876
$240,006,956

Note:  This tuition revenue estimate is based upon Summer Session 1998, Fall Quarter 1998, and Winter Quarter 1999 actuals and Spring Quarter 1999 10th day estimates.  It is generally the case that the Spring Quarter estimate will be slightly higher than the Spring Quarter actuals.  Therefore, it is anticipated that the final actual tuition revenue for fiscal year 1998-99 will be slightly lower than the current estimate listed in the table above.

The current estimate of fiscal year 1998-99 tuition revenue exceeds the fiscal year 1998-99 approved budget tuition revenue estimate by $15,557,080.  This increase in tuition revenue is not unexpected.  One of the anticipated impacts of semester conversion is an increase in average student credit loads in the year prior to conversion (the 1998-99 school year) as students try to complete their degrees before the change in calendars.  The resulting additional tuition revenue will help cover the costs of meeting the additional instructional demands of these students.  In addition, this income may be used to help buffer, on a one-time basis, the negative impacts that semester conversion may have in fiscal year 1999-2000, the first year of semesters.

B. Tuition Revenue Estimates / Fiscal Year 1999-2000

The fiscal year 1999-2000 tuition revenue estimates by collegiate unit are as follows:

Table 9

Fiscal Year 1999-2000 Tuition Estimates by RRC


FY2000

Crookston
$ 3,155,446




Duluth
$ 28,631,554




Morris
$ 7,509,614




Academic Health Center


Duluth School of Medicine
1,595,941

School of Dentistry
4,024,343

Medical School
15,030,642

School of Nursing
1,960,000

College of Pharmacy
3,713,551

School of Public Health
2,070,888

College of Veterinary Medicine
3,424,938

     Total Academic Health Center
$ 31,820,303




Executive Vice President and Provost


Biological Sciences
5,160,000

Liberal Arts
61,197,678

General College
3,755,400

Institute of Technology
30,275,568

Architecture and Landscape Architecture
2,037,482

Education and Human Development
14,235,503

Human Ecology
3,982,000

Natural Resources
1,773,152

Agriculture, Food and Environmental Sciences
4,979,733

Carlson School of Management
16,306,040

Humphrey Institute of Public Affairs
1,173,385

Law School
7,760,020

University College
10,244,793

     Total Executive Vice President and Provost
$ 162,880,754




Vice President Units


Vice President for Research
85,673

Vice President for Student Development & Athletics
145,433

     Total Vice President Units
$ 231,106




Subtotal Twin Cities
$194,932,163




Grand Total
$ 234,414,331

In estimating the fiscal year 1999-2000 tuition revenue, numerous factors are considered.  The factors of rate changes and volume changes have been used in prior year estimates.  Due to the conversion to semesters in Fall 1999 and an increased awareness of IMG, several new factors come into play when estimating fiscal year 1999-2000 tuition revenue. 

First, in 1999‑2000, it is anticipated that the University will experience a drop in head count enrollment, because of the large number of students who, wanting to complete their degree program prior to the calendar change, completed their degrees in 1998‑99.  Second, the average credit load for undergraduate students is projected to drop in 1999‑2000, the first year on semesters, for the following reason.  The most common course in the University's quarter‑based curriculum is a 4‑credit course, and students are accustomed to taking either 3 or 4 courses for a credit load of 12‑16 credits.  The most common course in the University's semester‑based curriculum is a 3‑credit course, and if a significant number of students continue to take 3 or 4 courses, rather than 4 or 5, then overall credit loads will drop.

There has been significant effort, both on the part of the collegiate units and the University administration, to counter these affects by counseling students to keep their credit loads up and by offering each credit over the 12th credit at half-price.  

Collegiate use of course offerings in Summer Session and the newly created Intersession has become a factor in estimating tuition revenues for fiscal year 1999-2000.  In addition, colleges better understand the dynamics of the IMG model of tuition attribution.  With two years of IMG experience, the colleges have become more effective in estimating and generating tuition revenue.

C. Revenue Allocations

The fiscal year 1999-2000 financial plan for the Tuition fund is as follows:











FY1999-2000

Balance Forward
$92


Annual Revenues/Net Transfers
$234,414,331


Total Net Resources Available
$234,414,423


Estimated Expenditures
$234,414,331

Ending Balance
$92

State Specials

A. Projected Resources

Resources from State Specials available for fiscal year 1999-2000 total $83,113,500.  This represents an increase of $9,801,527 compared to fiscal year 1998-99.  The biennial appropriation from the state includes increases for general operating inflation, the Rapid Response Fund, Regional Partnerships, Animal Health and Food Safety, and Commercialization of Technology.  Additionally, as explained previously, the University received an appropriation of earnings from a new endowment created from the state’s tobacco settlement.  The estimated revenue from that source for fiscal year 1999-2000 is $7,997,500. 

B. Proposed Distributions

The fiscal year 1999-2000 financial plan for State Specials is as follows:











FY1999-2000

Balance Forward
$0


Annual Revenues/Net Transfers
$83,113,500

Total Net Resources Available
$83,113,500


Estimated Expenditures
$83,113,500

Ending Balance
$0

Table 10 below outlines the state special modifications by RRC for fiscal year 1999-2000.

Table 10

Fiscal Years 1998-99 and 1999-2000 State Specials Budget Plan

Resource Responsibility Center
FY1998-99
FY1999-00
Change
Agricultural Experiment Station
$31,949,572
$33,857,292
$1,907,720

MN Extension Service
$19,380,879
$19,680,708
$299,829

Academic Health Center – Sr. VP
$5,869,639
$5,335,655
($533,984)

Tobacco Endowment
$0
$7,997,500
$7,997,500

Medical School

$1,162,746
$1,205,608
$42,862

Public Health

$409,810
$424,948
$15,138

Veterinary Medicine
$2,159,789
$2,159,789
$0

Institute of Technology
$1,551,740
$1,600,000
$48,260

Bell Museum

$191,718
$197,422
$5,704

Research

$1,963,735
$2,522,515
$558,780

Carlson School of Management
$880,246
$906,598
$26,352

Humphrey Institute
$123,645
$127,365
$3,720

Executive VP and Provost
$95,002
$97,847
$2,845

Crookston

$
$200,000
$200,000

Duluth

$3,659,156
$3,978,051
$318,895

Morris

$264,296
$322,202
$57,906

Agricultural Initiatives
    $3,650,000
    $2,500,000
($1,150,000)

Grand Total
$73,311,973
$83,113,500
$9,801,527

__________________________________________________________________________________________

Indirect Cost Recovery Fund

Due primarily to the increase in the indirect cost rate from 45% to 47% in fiscal year 1995-96, the University enjoyed an average increase in indirect cost revenue of 5% per year for the three years 1995-96, 1996-97, and 1997-98.  Now that virtually all sponsored grants have phased into the 47% indirect cost rate, growth in indirect cost revenue has slowed considerably.  For fiscal year 1998-99 indirect cost revenue is expected to remain flat as compared to fiscal year 1997-98.  For fiscal year 1999-2000, indirect cost revenue is estimated to decline slightly even though the University anticipates a modest increase in sponsored research activity.  This decline is attributable to the fact that the phase in of the 47% indirect cost rate is complete and that not all grants provide the full 47% of indirect cost.  

A. Projected Resources

For fiscal year 1999-2000, available indirect cost recovery resources are estimated to be $54,632,773.  Of this amount, $26,205,417 is apportioned to central support units, and $28,427,356 is attributed to the revenue generating units.  Additionally, a small negative balance from the previous year, due to lower than anticipated revenues, has been factored into the ICR allocations for central support units to balance the budget.

The fiscal year 1999-2000 financial plan for the Indirect Cost Recovery Fund is as follows:











FY1999-2000

Balance Forward
($372,551)


Annual Revenues/Net Transfers
$54,632,773

Total Net Resources Available
$54,260,222


Estimated Expenditures
$54,260,222


Ending Balance
$0

B. Revenue Distributions

The original IMG formula will apply so that 51% of the revenue generated by a unit will remain with that unit, and the remaining 49% will be directed to central support units.  Table 11 presents a summary of the change in indirect cost revenue allocations from fiscal year 1998-99 to fiscal year 1999-2000 by resource responsibility center:


Table 11









FY1999
FY2000
Change

Coordinate Campuses




Crookston
2,378
12,903
10,525

Duluth
769,581
1,101,934
332,353

Morris
14,268
13,050
(1,218)






Academic Health Center




Senior Vice President
231,223
6,832
(224,391)

Academic Health Center – Shared
307,535
633,987
326,452

Duluth School of Medicine
0
236,665
236,665

School of Dentistry
548,472
587,619
39,147

Medical School
11,051,108
10,296,712
(754,396)

School of Nursing
99,118
63,342
(35,776)

College of Pharmacy
411,335
479,350
68,015

School of Public Health
3,769,313
3,375,000
(394,313)

College of Veterinary Medicine
354,000
387,551
33,551

     Total Academic Health Center
16,772,104
16,067,058
(705,046)






Executive Vice President and Provost




Executive Vice President and Provost
69,922
18,360
(51,562)

College of Biological Sciences
1,165,648
1,500,956
335,308

College of Liberal Arts
981,355
1,031,135
49,780

General College
38,597
36,305
(2,292)

Institute of Technology
6,851,274
6,126,590
(724,684)

Agricultural Experiment Stations
1,590
0
(1,590)

Architecture and Landscape Arch.
21,666
19,336
(2,330)

College of Education and Human Dev.
871,645
1,174,004
302,359

College of Human Ecology
179,340
154,967
(24,373)

College of Natural Resources
235,845
234,375
(1,470)

Coll of Ag., Food, and Envir. Sciences
488,153
512,526
24,373

Carlson School of Management
38,638
104,353
65,715

Humphrey Institute of Public Affairs
63,182
72,860
9,678

Law School
5,100
7,140
2,040

Minnesota Extension Service
27,540
25,000
(2,540)

University College
6,370
6,370
0

University Libraries
1,492,143
1,499,880
7,737

Multicultural Affairs
4,383
7,569
3,186

     Total Executive VP and Provost
12,542,391
12,531,726
(10,665)






Research
6,706,534
4,941,807
(1,764,727)






Student Development and Athletics
8,968
4,812
(4,156)






Facilities Management
17,149,795
17,149,795
0

Office of the Controller
1,054,246
1,054,246
0

Treasurer
1,382,891
1,382,891
0

     Total Finance and Operations
19,586,932
19,586,932
0






Grand Total
56,403,156
54,260,222
(2,142,934)






___________________________________________________________________________

Central Reserves

A. Projected Resources

The central reserves balance is projected to be $35,379,720 at the beginning of fiscal year 1999-2000 and $32,686,576 at the end of fiscal year 1999-2000.  Investment income to be generated during the year is estimated at $17,458,500 and other revenues are projected to yield $524,880.  Transfers out to O&M total $15,605,729.  Included in the beginning balance for fiscal year 1999-2000 is $19,879,658 of one-time revenues resulting from the net proceeds of the Fairview-University Hospital transaction.  

B. Proposed Distributions

The distribution of Central Reserves funds is done on a nonrecurring basis.  Proposed Central Reserve expenditures include: $1,067,000 for debt service, $408,795 for retirement of a sequestered deficit in the Carlson School of Management, $45,000 for Board of Regents expenses, $450,000 for Y2K issues, $100,000 for Eastcliff renovations, $1,000,000 out of hospital proceeds for research projects associated with the NIH settlement requirements, $50,000 for the President’s Office, and $1,950,000 for contingency items.

The fiscal year 1999-2000 financial plan for Central Reserves is as follows:



FY1999-2000

Balance Forward
$35,379,720


Annual Revenues/Net Transfers
$2,377,651

Total Net Resources Available
$37,757,371


Estimated Expenditures
$5,070,795

Ending Balance
$32,686,576

Self-Sustaining Funds

Auxiliary Enterprises

The University operates a number of self-sustaining operations called auxiliary enterprises.  These are activities that provide goods or services predominantly to individuals in the University community and incidentally to the general public.  Residence halls, food services, student unions, bookstores, parking and transit, health services, and intercollegiate athletics are primary examples of auxiliary enterprises.

Overall, the fiscal year 1999-2000 budget plan for auxiliary enterprises is based upon estimated resources of $172,306,973.

Internal Service Organizations

The University operates internal service organizations, established for the purpose of convenience, cost, or control, which provide goods and services predominantly to University departments and incidentally to the general public.  Fleet services, University Stores and the Physics Shop are primary examples of internal service organizations.

Overall, the fiscal year 1999-2000 budget plan for internal service organizations is built based upon estimated resources of $162,482,686.

Other Unrestricted and Other Restricted Nonsponsored Accounts

Fiscal year 1999-2000 budget plans for other unrestricted and restricted nonsponsred funds are based upon resources of approximately $302,907,855.

The other restricted fund category includes numerous restricted accounts, the funds of which may only be used in accordance with the purposes established by the source of funds.  Examples of funds included in this category are grants and contracts with business and industry, University of Minnesota Foundation, private practice, and restricted government funds.

Sponsored Research

Sponsored research consists of grants and contracts adminsitered through the Office of Sponsored Project Administration (SPA).  Sponsored funds typically represent multi-year activities.

Estimated expenditures for a given year may vary according to the University’s ability to obtain research grants as well as the timing of expenditures related to current or pending research projects.

Expenditure estimates for fiscal year 1999-2000 amount to approximately $354,000,000.

V. Special Budget Issues

Compensation

Compensation Plan

Attachment 2 is a copy of the policy memorandum impacting salary adjustments for fiscal year 1999-2000 for faculty not covered by collective bargaining agreements, academic professional and administrative staff, graduate assistants and other student employees.  The memo(s) describing the pay plans for civil service and bargaining unit staff and undergraduate student employees will be distributed when all agreements and decisions regarding salary adjustments for those employee groups are finalized.

The President’s recommended operating budget for fiscal year 1999-2000 includes the distribution of funds for an estimated 3% increase in the base salaries (and the associated fringe benefit costs) for all employee groups.  The estimated cost of these salary and fringe increases in the O&M, State Special and ICR fund classes (the amount distributed to units in this budget plan) is $18,374,764.

Fringe Benefit Rates

The fringe benefit rates for civil service, academic, and graduate and professional assistants proposed for fiscal year 1999-2000 and projected for fiscal year 2000-01 are shown below.



Actual
 Proposed
 Projected



1998-99
1999-2000

2000-01

Civil Service (and undergraduate students)
25.6%
24.4%
27.9%

Academic

27.1%
27.6%
27.4%

Graduate Assistants



Tuition
$6.59/hr.
$5.13/hr.
$5.28/hr.


Health Insurance
8.7%
7.6%
9.6%


Social Security
6.2%
6.2%
6.2%


Medicare
1.5%
1.5%
1.5%

The breakdown of the fringe benefit rates by component is included in this document as Attachments 6 and 7.

Enterprise Systems Project

The University of Minnesota is committed to the fundamental redesign of its administrative organization and core businesses in support of greater operating efficiency and to achieve the goal of decentralized management and local-level decision making, accountability, and responsibility.  In December 1997, the Board of Regents approved moving forward with the Enterprise Systems Project plan involving the replacement of the human resource management system and student registration systems, making the financial systems year 2000 compliant, and the development of a web enabled front end in partnership with IBM.

The project continues on schedule to deliver the critical business processing and information management systems required to address year 2000 date problems, the conversion to semesters, and the modernization of the University’s information management infrastructure.

The Board’s December 1997 action also included approval of a $38.0 million budget, plus a project contingency budget of $4.3 million, which would, upon authorization by the president, be added to the $38.0 million Enterprise project budget thereby raising the overall project costs to $42.3 million.

Management now estimates the Enterprise project will cost $49.8 million dollars.  Management also believes that $3.2 million in potential contingency needs still exist.  We are requesting formal approval for project spending at $53 million, if needed.

The following tables reflect the current expense budget for the Enterprise Systems Project:

  Actual budget expended through April 30, 1999

                


$ 34.3

  Approved base-budget








$ 38.0

  Approved contingency budget







$   4.3

  Total Approved Budget








$ 42.3
Previously reported estimated base budget increases

 Upgrade existing payroll system for Year 2000                          
                      
    
$  0.4

 Extended Web personnel cost related to IBM delays





$  0.5

 Increased technical support and reliance on contract workers




$  1.9

 Additional student project personnel and consultants to install PeopleSoft


$  1.0

 Additional consultants in support of project management, oversight and review


$  0.3

 Additional hardware and software costs






$  0.5

 Additional support costs to upgrade to PeopleSoft 7.5 in June 1999



$  1.0

 Additional student project personnel and contract costs FY99 & FY00



$  1.8

 Purchase and development of a backup system for freshman financial aid awards-

$  0.2

 Interim security solution








$  0.2

 Additional training and technical resources for colleges and support units


$  0.5

 Schedule/work changes due to anticipated State Medical Plan Changes and to address

$  1.0
   departmental roll out considerations


 Student project labor caused by PeopleSoft 7.5 upgrade and other circumstances


$  1.5

Additional projected increases 

 An increase in the cost to upgrade PeopleSoft to version 7.5

   

  
$  1.0
Current projected Enterprise project budget





$49.8


All figures in millions of dollars

The student project is very close to completion (end of September 1999) and cost projections are now based on short-term staffing plans.  These plans are much more accurate than earlier plans.  The potential cost exposure remains very close to the $51.1 million dollar level reported to the Board in November.  Management believes it is prudent to budget for an additional $900,000 dollar contingency need due to the problems experienced with the Peoplesoft 7.5 upgrade.   

The need for contingencies remains in the plan.  Of concern are unexpected delays and/or policy changes in the implementation of software versions 7.5 and 7.6 (recently announced as a mandated upgrade) and payroll and employee benefits.

Potential Contingency Needs
 Additional technical staff capacity






              
$  1.3

 Potential problems related to the 7.5 upgrade




              
$  0.9

 Potential problems related to the HR and employee benefits upgrade       


$  1.0
Current Projected Budget Plus Potential Contingency Needs


              
$53.0

All figures in millions of dollar
Rates and Fees

Internal Service Organizations and Auxiliaries

There are a variety of rates charged by University units that fall under the definition of Internal Service Organizations (ISOs) or Auxiliary Enterprises (see pages 25 and 26 for description).  The proposed rates and fees for each year and a review of the processes used to arrive at them are built into the annual budget development process.  The all-funds budget recommended in this document, as displayed on Attachment 1, includes the proposed ISO and Auxiliary rates as part of the projected revenues for fiscal year 1999-2000.

Other Fees

Each request for a new course or collegiate fee or increase greater than 3.0% in an existing course or collegiate fee has been reviewed through the compact/budget process.  Academic fees (e.g., technology fees) and course fees were approved by the Board of Regents in March as part of the 1999-2000 tuition plan.  The approved academic fees are identified in Attachment 8 and the approved course fees are identified Attachment 9.  The all-funds budget recommended in this document, as displayed on Attachment 1, includes the approved fee increases as part of the projected revenues for fiscal year 1999-2000.

Student Services Fee Summary
Attachment 10 outlines the recommendations to the Board regarding student services fees at all campuses for fiscal year 1999-2000.  In addition to the fiscal year 1999-2000 Twin Cities Campus Student Service Fees Committee recommendations outlined in Attachment 10, the committee also approved a 4-year phase in of student fee increases to support the renovation of the Coffman Memorial union.  The Student Fees Committee approved a per academic year phased student fee increase amounting to $26.00 in fiscal year 1999-2000, $52.00 in fiscal year 2000-01, $86.00 in fiscal year 2001-02, and $95.50 in fiscal year 2002-03.

VI. Noncurrent Fund Budget Summary

The table below outlines the fiscal year 1999-2000 projected budgets for noncurrent funds.


Fund Group



 FY1999-2000 Estimates

Loan Funds



$1,000,000

   (Net increase to fund balance)

Endowment & Similar Funds


$15,000,000

   (Transfers out to other funds)

Plant Fund



$297,000,000

   (Expenditure Budget)

Funds expended for plant facilities are particularly volatile due to project financing requirements and the availability of state general obligation bonds to finance University capital improvement projects. The Capital Plan presented to the Board of Regents for review in May and approval in June includes new projects for fiscal year 1999-2000 that will be completed in fiscal year 1999-2000 and future years.  The Capital Plan also contains previous projects which have not yet been completed but for which work will continue in fiscal year 1999-2000 and future years.  The expected expenditures in the plant fund will vary greatly depending upon the project timeline for the construction work.

The Fiscal Year 1999-2000 Capital Budget before the Board of Regents in June totals $48,607,000.  The expenditures from the plant fund in fiscal year 1999-2000 include expenditures for new fiscal year 1999-2000 projects plus previously approved projects continuing in fiscal year 1999-2000. 

VII. Budget Plan – All Current Funds Estimate
Budget Resolution on the Fiscal Year 1999-2000 Operating Budget

Attachment 11 contains the budget resolution for approval by the Board of Regents.

Current, Nonsponsored Funds

The University’s fiscal year 1999-2000 budget plan is in a true all-funds context.  Attachment 1 provides a summary of the estimated current nonsponsored budget plan.  It contains actual financial information for fiscal years 1995-96, 1996-97 and 1997-98, the current budget plan for fiscal year 1998-99, and the proposed budget plan for fiscal year 1999-2000.

The current funds nonsponsored budget plan for fiscal year 1999-2000 proposes total net resources of $1,874,010,417 and expenditures of $1,573,280,534.

Current, Sponsored Funds

As noted in the earlier discussion of sponsored research, the fiscal year 1999-2000 budget plan projects expenditures of approximately $354,000,000 in sponsored research programs.  This estimate is subject to significant fluctuations depending upon the availability and success in obtaining external research funds.
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