BOARD OF REGENTS AGENDA ITEM 13
STATE OF IOWA JUNE 6, 2012

Contact: Patrice Sayre

REGENT ACCOUNTABILITY OF RESOURCES INITIATIVE

Action Requested: Adopt the proposed framework to provide clarity and accountability of the
expenditure of resources at Regent universities.

Executive Summary: Atthe December 8, 2011 Board of Regents meeting, President Pro Tem
Rastetter announced that Regent Miles, working with university and Board staff, would lead an
Accountability of Resources Study to increase the clarity and accountability of how lowa’s public
universities spend their resources.

After reviewing the many ways in which the Regent institutions account to the Board and the
state, it was felt the following focus would give added value:

I.  Show how state appropriations and tuition dollars are spent on activities at each
university (i.e. instruction, academic support, plant operations)

II.  Allocate “instruction” dollars to student classifications
Ill.  Compare functional spending of Regent institutions to peer institutions
IV.  Describe how incremental funds and reallocations support the core mission

Background: Nationwide, and here in lowa, there are increasing calls for greater clarity in how
public universities use their resources, especially state appropriations and tuition revenues. The
Board of Regents and the institutions they oversee take accountability seriously. Regent
institutions participate in over 46,000 hours of auditing by state and internal auditors, and
countless more hours by federal and independent auditors; submit monthly financial and payroll
reports to the state; provide annual reports to the Board and state on various topics; and report
on progress through the Strategic Plan and the Annual Report.

This accountability initiative focuses on providing additional ways to look at the expenditure of
resources at the Regent universities, particularly in the use of appropriation and tuition dollars.

PART I. Budgeted General University spending by activity

University budgets are presented to the Board by expenditure type; i.e., salaries and benefits,
materials, utilities, building repairs. General University funds, which are budgeted on a cash
basis, will be broken down by functional classifications.

A functional expense classification is a method of grouping expenses according to the purpose
for which the costs are incurred. The classifications tell why an expense was incurred rather
than what was purchased. Reporting expenses by functional classification helps donors,
granting agencies, creditors, and other readers of the financial statements to understand the
various mission-related activities of the institution and their relative importance. The following
core activities will be reported:

Research

Academic Support

Student Services Institutional Support

Scholarships & fellowships Operation and Maintenance of Plant
Definitions based on NACUBO are provided in the attached glossary (Table 1).

Instruction
Public Service
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PART II. Unit Cost of Instruction

Cost of instruction varies by student level and educational program. These costs are calculated
biennially based upon year-end numbers. Unit cost will be shown per FTE for the most recent
year and a multi-year trend history will be provided. The cost will be broken down into these
divisions:

¢ Lower Division Undergraduate
e Upper Division Undergraduate
e Masters

e Advanced Graduate

e Professional

PART lll. Peer comparison of functional spending

Using the Regent-defined peer institutions, each university will compare functional activity as
reported to the Integrated Postsecondary Education Data System (IPEDS), using the most
recent activity available (IPEDS data is generally not available for a year after a period is
ended). This analysis contains more than just General Education funds.

PART IV. Use of incremental funds and reallocations

The universities will provide clarity in how incremental funds and reallocations of recurring funds
support the core mission of their respective university. Initially submitted as part of the budget
proposal, repetition of this information will allow for further explanation and distribution with
other key measurables.

Additional information:

Timeframe — If approved, this report would be presented to the Board of Regents in the fall,
prior to the legislative session.

Examples — suggested formats for material follows

Glossary —  Table 1 provides definitions of functional activities
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Examples:

PART I. Budgeted General University spending by activity

Current Budget

GENERAL UNIVERSITY
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Dollars Percent
Instruction $505,285,395 43%
Academic Support 164,222,207 14%
Plant Operations & Maintenance 169,005,862 14%
Scholarships & Fellowships 144,239,416 12%
Institutional Support 101,498,276 9%
Student Services 46,040,998 4%
Research 26,958,972 2%
Public Service 9,273,161 1%
PART Il. Unit Cost of Instruction
FY 2011 Unit Cost of Instruction
REGENT UNIVERSITIES
AVERAGE
SuUl ISU UNI COST
Lower Division $ 8384 $ 7,773 $8,371 $8,127
Upper Division 12,903 11,406 11,970 12,033

Master's

Professional

Subtotal Undergraduate $ 10,700 $ 9,867 $ 10,618 $ 10,325

$ 20,253 $ 13,001 $ 16,989 $ 17,141
Advanced Graduate 40,124 17,056 21,565

36,983 57,104 $ -

28,036
40,229

TOTAL $ 17,042 $ 11688 $ 11,427 $ 13,831
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Historical Trend Analysis of Undergraduate Unit Cost of Instruction

Unit Cost
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Average 2.4% growth over 14 years.
PART lll. Peer comparison of functional spending (ISU shown as example. Note not all

institutions report Plant Operations — green bar)
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PART IV. Use of incremental funds and reallocations

Example from SUI FY 2012 budget submission:
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FY 2012 - Application of Revenue Changes and Reallocation

FORM 1

University of lowa

STRATEGIC INITATIVES IEEMEIEN WREMUE | 2 cermage || REVEMUES B
Applied Reallocations
Access and Enrollment Growth $11,615,000 $0 $11,615,000
Undergraduate Student Success $4,646,585 $2,403,735 $7,050,320
Graduate and Professional Student $3,549,429 $943,251 $4.492,680
Success
Scholarly Inquiry and Creative Work $1,555,000 $0 $1,555,000
Arts Synergies $1,300,000 $0 $1,300,000
Total Strategic Initiatives $22,666,014 $3,346,986 $26,013,000

OTHER COST INCREASES Incremental Revenue | oo iocations | REvenuesand
Applied Reallocations

Support for Strategic Priorities $11,525,986 $1,964,644 $13,490,630

TOTAL STRATEGIC & SUPPORT COST

INCREASES $34,192,000 $5,311,630 $39,503,630
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TABLE 1
GLOSSARY

DEFINITIONS taken from NACUBO

Instruction

Research

Public service

Academic support

The instruction classification includes expenses for all activities that are part
of an institution’s instruction program. Expenses for credit and noncredit
courses; academic, vocational, and technical instruction; remedial and
tutorial instruction; and regular, special, and extension sessions should be
included. Expenses for departmental research and public service that are
not separately budgeted also should be included in this classification. This
classification excludes expenses for those academic personnel whose
primary activity is administration—for example, academic deans. The
instruction classification includes the following five subclasses: general
academic instruction, vocational/technical instruction, community education,
preparatory/remedial instruction, and instructional information technology.

The research classification includes all expenses for activities specifically
organized to produce research separately budgeted by an organizational
unit within the institution. The classification includes expenses for individual
and/or project research as well as that of institutes and research centers.
The research classification includes the following three subclasses:
institutes and research centers, individual and project research, research
information technology.

The public service classification includes expenses for activities established
primarily to provide non-instructional services for the benefit of individuals
and groups that are external to the institution. These activities include
community service programs (excluding instructional activities) and
cooperative extension services. Included in this classification are
conferences, institutes, general advisory services, reference bureaus, radio
and television, consulting, and similar non-instructional services to particular
sectors of the community. The public service classification includes the
following four subclasses: community service, cooperative extension
service, public broadcasting services, public service information technology.

The academic support classification includes expenses incurred to provide
support services for the institution’s primary programs of instruction,
research, and public service. It includes the following activities:
e The retention, preservation, and display of educational materials,
such as libraries, museums, and galleries
e The provision of services that directly assist the academic functions
of the institution, such as demonstration schools associated with a
department, school, or college of education
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Institutional
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Operation
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e Media, such as audio-visual services, and technology, such as
computing support

e Academic administration (including academic deans but not
department chairpersons) and personnel providing administrative
support and management direction to the three primary missions

e Separately budgeted support for course and curriculum development

The academic support classification includes the following eight subclasses:
libraries, museums and galleries, educational media services, ancillary
support, academic administration, academic personnel development,
course and curriculum development and academic support technology.

The student services category includes expenses incurred for offices of
admissions and the registrar and activities with the primary purpose of
contributing to students' emotional and physical well-being and intellectual,
cultural, and social development outside the context of the formal instruction
program. The student services category includes the following
subcategories: student services administration, social and cultural
development, counseling and career guidance, financial aid administration,
student admissions, student records, student health services, and student
services information technology.

The institutional support classification includes expenses for central,
executive-level activities concerned with management and long-range
planning for the entire institution, such as the governing board, planning and
programming operations, and legal services; fiscal operations, including the
investment office; administrative information technology (when not
accounted for in other -categories); space management; employee
personnel and records; logistical activities that provide procurement,
storerooms, printing, and transportation services to the institution; support
services to faculty and staff that are not operated as auxiliary enterprises;
and activities concerned with community and alumni relations, including
development and fundraising. The institutional support -classification
includes the following five subclasses: executive management, fiscal
operations, general administration, public relations/development, and
administrative information technology.

The operation and maintenance of plant category includes all expenses for
the administration, supervision, operation, maintenance, preservation, and
protection of the institution’s physical plant. These expenses include items
such as janitorial and utility services; repairs and ordinary or normal
alterations of buildings, furniture, and equipment; care of grounds;
maintenance and operation of buildings and other plant facilities; security;
earthquake and disaster preparedness; safety; hazardous waste disposal;
property, liability, and all other insurance relating to property; space and
capital leasing; facility planning and management; and central receiving.
The operations and maintenance of plant classification includes the
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following subclasses: physical plant administration, building maintenance,
custodial services, utilities, landscape and grounds maintenance, major
repairs and renovations, security and safety, logistical services, and
operations and maintenance information technology.

The scholarships and fellowships classification includes expenses for
scholarships and fellowships—from restricted or unrestricted funds—in the
form of grants that neither require the student to perform service to the
institution as consideration for the grant, nor require the student to repay the
amount of the grant to the funding source. In public institutions, they may
result from selection by the institution or from an entittement program. The
classification also includes trainee stipends, prizes, and awards. (However,
trainee stipends awarded to individuals who are not enrolled in formal
course work should be charged to instruction, research, or public service.)

The scholarships and fellowships classification excludes student awards
that are made in exchange for services provided to the institution, such as
graduate and teaching assistantships and student work-study programs.



