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ASSEMBLY CHAIR
BEN BRANCEL

SENATE CHAIR
BRIAN BURKE

100 North Hamilton 119 Martin Luther King Blvd.

P.O. Box 7882 P.O. Box 89352
Madison, WI 53707-7882 Madison, WI 53708-8952
Phone: 266-8535 Phone: 266-77486

JOINT COMMITTEE ON FINANCE

August 21, 1996

The Honorable James Klauser, Secretary
Department of Administration

101 East Wilson, 10" Floor

Madison, Wisconsin 53707

Dear Secretary Klauser.

This is to inform you that the members of the Joint Commitfee of
Finance have reviewed the request from the Department of
Administration dated July 25, 1996, pursuant to s. 36.46 Wis. Stats.,
perfaining to a request from the University of Wisconsin System to increase
student fee-funded reserves.

No objections to this request have been ralsed. Accordingly, the
request is approved.

4] BBl

BRIAN BURKE BEN BRANCEL
Senate Chair Assembly Chair
BB/BB/jc

cc:  Members, Joint Committee on Finance
President Lyall, UWS
Raymond A. Mamocha, UWS
Legisiative Fiscal Bureau



STATE OF WISCONSIN

SENATE CHAIR
BRIAN BURKE

ASSEMBLY CHAIR
BEN BRANCEL

160 North Hamilton [19 Martin Luther King Blvd.

P.O. Box 7882 P.O. Box 8952
Madison, WI 53707-7882 Madison, Wi 53708.8952
Phone: 266-8535 Phone: 266-7746
JOINT COMMITTEE ON FINANCE
MEMORANDUM
70 Joint Finance Members
FROM: Senator Brian Burke
Representative Ben Brancel
Co-Chairs, Joint Committee on Fincnce
DATE: August 1, 1996
RE: 14-Day Review

According to s. 36.46, Wis. Stats., the Department of Administration and the Joint
Committee on Finance must approve student fee funded reserve plans if the plans
increase reserve laevels and/or student fees. The University of Wisconsin system has
submitted a plan which includes the amount of reserve funds the board wishes 10
accumulate and the purposes to which the reserve funds would be applied, if
approved.

Please review the attached material and notify Senator Burke or Representative
Brancel no later than Wednesday August 21, 1996, if you have any concermns
about the request or would like the Committee to meet formally to consider it.
Also, please confact us if you need further information.

BR:BB:nb

attachment



. DEPARTMENT OF ADMINISTRATION

STATE OF WISCONSIN
Mailing Address:
101 Fast Wilson Strect. Madison, Wisconsin Past Otfice Box 7864
Madison, W1 33707-7864
ToMMY G. THOMPSON
- TOVERNOR
MES R. KLAUSER
SECRETARY

July 25, 1996

The Honorable Brian Burke, Co-Chair
The Honorable Ben Brancel, Co-Chair
Joint Committee on Finance

113 South, State Capitol

Madison, Wisconsin 53702

Dear Senator Burke and Representative Brancel:

Enclosed is a request from the University of Wisconsin System under s. 36.46, Wis.
Stats., to modify the previously-approved plan for student fee-funded auxiliary reserves
in fiscal year 1995-96. The UW System also requests approval of a proposed plan for
1996-97. The net effect of all changes is to increase the auxiliary reserves balance by
$343,600 over the $39.4 million 7/1/96 balance to an estimated $39,732,700 by June
30, 1997.

in adopting s. 36.48, it was the Legislature's intent to ensure that the UW maintain
prudent reserve funds to operate its auxiliary programs without collecting excessive
student fees. The statutes specify that the Board of Regents may not accumulate any
student fee-funded auxiliary reserves uniess the fees and funds are approved by the
Secretary of Administration and the Committee. This requirement took effect July 1,
1986.

Following new Board of Regent policy and UW System Administration guidelines,
student fee-funded auxiliary reserves were reduced from $53.0 million at the end of
fiscal year 1985-86 to $37.6 million at fiscal year end 1987-88. However, reserves
balances increased in FY91 and have grown to $43.1 million as of 7/1/98. This increase
approximates the inflation rate for the time period, and the reserves balance remains
well below the $83.8 million maximum as determined by Regent policy. Increases are
due to delayed or deferred capital projects and unanticipated cost savings or other
revenues which increase the reserves balance. As the following table illustrates,
drawdowns in FY97 are expected to reduce the balance to $39.7 million by 7/1/97.



Proposed Changes to Auxiliary Reserves

Previously-Approved 7/1/96 Reserves Balance $39,389,100
Project Deferrals FYS6 (1) $4,628,600
Net Revenue From FY98 Operations (2) $2.681.700
Unencumbered Cash Balance 7/1/96 346,699,400
Revenues Applied to FY97 Operations (3) -$3.597.300
[will reduce student fee increases]
Revised Reserves Balance 7/1/96 $43,102,100
Projected FY97 Drawdowns (4) -$6,856,700
Projected FY97 Increases to Reserves (5) $3.487 300
Projected 7/1/97 Reserves Balance $39,732,700

(1) These projects were included in the previous reserves plan, but construction or
payment was delayed for (typically) one fiscal year. Major components include:

e UW-La Crosse Segregated Fees --$2.4 million for construction of the Student Life
Building;

« UW-Madison Housing -- $1.3 million for remodeling of student apartments;

e UW-Stout Housing -- $0.3 million for an elevator project in North Hall and land
purchase;

« UW-Green Bay Housing - $0.2 million for a plumbing project.

(2) $5,838,500 in unplanned revenues were generated from greater than anticipated
participation in meal plans and use of residence halls as well as lower than expected
expenditures including salary and utility cost savings. Operating losses of $3,156,800
occurred in FY96 across all campuses due to a range of factors including construction
loans, equipment costs over budget, design costs on future remodeling projects,
computer cabling costs and an accounting error which understated housing revenues for
the fiscal year. The net increase was $2.7 million.

(3) $3.6 million is to be returned to the regular operating budget for FY97, displacing an
equal amount which would otherwise be generated from an increase in user (student)
fees.

(4) Drawdowns include a range of planned projects and expenditures at the individual
campuses.

(5) Includes $1 million at UW-La Crosse primarily due to construction delay for Student
Life building, $0.4 million at UW-Madison for citywide bus service, $0.5 million at UW-
Stout for future housing projects and new recreation/sports complex, $0.3 million at UW-
Piatteville to restore residence hali reserves and $0.3 million at UW-Eau Claire for
planned residence hall projects.



Re ]

This year all individual campus reserves balances, with one exception, are within the
maximum levels set by the Board of Regents. UW-La Crosse will temporarily exceed its
reserves maximum due to a delay in construction of a new Student Life building. UW
System Administration monitors all campus balances on an ongoing basis to assure
compliance.

As noted previously, total net student fee-funded auxiliary reserves have increased
since 1988-89. In the last three fiscal years, reserves levels have averaged 25.7% more
revenue than initial UW estimates in 5. 36.46 requests. Differences appear to be due to
a combination of: (1) legitimate planned as well as unanticipated project deferrals and
program savings, and (2) conservative fund administration at the campus level, where
intent is to avoid deficit situations which may necessitate emergency action.

Original Estimated Fina! Actual

Fiscal Year Reserves Balance Reserves Balance® % Rifference
1988-80 26,516,100 37,569,800 41.7%
1990-91 27,417,600 39,491,300 44.0%
1991-92 26,080,000 43,430,000 66.5%
1992-93 30,921,800 46,831,500 51.8%
1993-94 35,348,000 44744 600 26.6%
1994-95 30,596,300 52,226,100 31.9%
1995-96 39,389,100 ***43,102,100 9.4%
1066-97 **30,732,700

* Includes deferred projects which were not in original UW plans

** current request
=+ updated estimate; not final until 7/97

Excess fee revenues collected can be used either to reduce student fees in future years
or, if it can be shown that present balances are inadequate, campuses may retain the
funds to increase reserves. Generally, the latter action is taken. As noted above, all
balances [with one exception] are within the Regent maximums. The UW System'’s
ability to accurately predict its auxiliary reserves levels has improved significantly over
the past three years.

The UW's current request for reserves increases appears reasonable and should be
approved.

Sincerely,

\

Jarkes R. Klauser



The University of Wisconsin System
Vice President for Business and Finance

1752 Van Hise Hall

1220 Linden Drive

Madison, Wisconsin 53706

(608) 7162-1311 FAX (B08) 262-3985

il

July 10, 1996

Senator Brian Burke
Representative Ben Brancel
Co-Chairs, Joint Committee on Finance

James R. Klauser, Secretary
Department of Administration

Dear Senator Burke, Representative Brancel and Secretary Klauser:

Under the current statutory language of s.36.46 Wis. Stats., the Department of
Administration (DOA), and the Joint Committee on Finance (JCOF) must approve
student fee funded reserve plans if the plans increase reserve levels and/or
student fees, "...the board may not accumulate any auxiliary reserve funds from
student fees unless the fees and reserve funds are approved by the Secretary of
DOA and the JCOF"; plans must include "...the amount of reserve funds the board
wishes to accumulate and the purposes to which the reserve funds would be
applied, if approved....". This letter requests that approval .

In 1995-96, student fee funded auxiliaries had operating gains of $5.8 million
from higher than expected revenues (e.g., more students participating in meal
plans and living in residence halls), and lower expenditures (e.g., salary and
utility cost savings). Institutions will apply $3.6 million to the 1996-97
operating budget, thereby lowering increased charges to students. The other $2.2
million will be kept in reserve for future projects (e.g., the bleacher project
at River Falls). This too will have the affect of lowering fee increases in the
future,

The 1996-97 plan will draw reserves down $6.9 million for deferred maintenance,
equipment purchasas, facility remodelings, new facilities, etc., and add $§3.5
million to other reserves for like uses in the future. Funding for the increases
will come from a combination of base reallocations (e.g., savings from vacant
positions); increased room, board and segregated fees; and increased cash/credic
sales (e.g., snack bar, bookstore, and gate receipts). The conseclidated plan for
the UW System is to enter 1996-97 with $43.1 million, reduce balances by $§3.4
million, and end the year with $39.7 million.

Reserve balances and operating margins are reviewed on a continuing basis by the
institutions for adequacy, reliability and the capacity to sustain. If balances
are too large or too small, the institutions must correct the problem, and report
actions taken to System Administration (SA). It is our judgement that this plan,
together with select increases in the years ahead, will maintain sufficient but
not excessive reserves., It will also provide for the facility, equipment, and
contingency needs of the future without having to resort to sharp fee increases,
The following table and attached schedules provide additional informatiomn,

Universities: Madnon, Milwavkee, Bag Claire, Green Bav, La Crosse, Oshkosh, Parkswde, Plartevdle, River Falls. Srevens Pome, Seout., Supenior, Whitewarer,
Centers: Barabow Zauk County, Barron Counry, Fond Ju Lac, Fox Vilfey, Mansowoe County, Mamdchen Counry, Mannerze Couney, Marshbeld?™od Couney, Richiznd,
Rock Cuunty, Shebovian Counry Woishineron Counrey, Wainkeekoa Cogney Extensions ¢




July 10, 1996

Page 2.
1995-96 1996-97
Smillions $millions

Previously Approved Reserve Balances

July 1 Reserve Balance ’ 347.2

Planned Increases

Planmed Decreases {(8.3)

June 30 Reserve Balance 39.4

Project Deferrals 4.6

Adjusted Approved Reserve Balance $44.0
Impact of 1995-96 Operations on Reserves

1995-96 Operating Gains $5.8

Applied to 1996-97 Operations (3.6) 2.2

Draw on Reserves for Operating Losses (3.01)

Estimated Reserve Balance, June 30, 1996 $43.1 $43.1
1996-97 Requested Resexrve Plan

Reserve Drawdouwns {(6.9)

Reserve Increases 3.5
" June 30, 19%6-97 Balance : $39.7

The UW System requests approval of the student fee supported reserve increases
as required by s. 36.46 Wis. Stats. Additional information is available to your
staff, and we are available to answer questions as needed.

Sincerely,

C:f;%37¢ﬂdL¢¢«mt4fz__hw__

Raymond A. Marnocha
Vice President

cc: President Lyall Kathi Sell
Joint Committee on Finance Members Debbie Durcan
Regent Grebe Kent Hill
Regent Lubar Bob Hanle, DOA
Regent Hempel Marty Olle, DOA
Chancellors Bob Lang, LFA
Vice Presidents Dan Clancy, LFB
Institution Business Officers Legislative Reference Bureau

ekhregenis. 56
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Legislative Fiscal Bureau
One East Main, Suite 301 « Madison, W1 33703 « (608} 266-3847 « Fax: (608) 267-6873

August 8, 1996

TO: Members
Joint Committee on Finance

FROM: Bob Lang, Director

SUBJECT: Letter and Report on Auxiliaries from University of Wisconsin System

In a letter dated July 25, 1996, the Department of Administration recommended approval
of a request from the UW System to increase student fee-funded reserves (copies of both the
DOA recommendation and the UW request are attached).

Under s. 36.46 of the statutes, in order for the Board of Regents to accumulate any
auxiliary reserve funds from student fees, the Board must request approval from the Secretary
of Administration and the Joint Committee on Finance no later than July 10 preceding the
academic year. The Secretary of Administration has 14 working days to notify the Co-Chairs
of the Committee in writing whether the Secretary proposes to approve the requested fees or
. reserve fund accumulation.

A letter and report from the University, dated July 10, 1996, requests approval from the
Secretary of DOA to change the level of fee-funded reserves from an estimated $43.1 million on
June 30, 1996, to $39.7 million on June 30, 1997; the request would increase fee-funded reserves
at selected campuses by $3.5 million in 1996-97, with offsetting decreases at other campuses of
$8.3 million. It should be noted that increases in individual reserves, by campus, must be
approved even if the net reserve balance for all campuses decreases.

In addition, approval is also sought for unanticipated increases in auxiliary reserves for
1995-96 due to project deferrals of $4.6 million in 1995-96 and net operating gains of $2.7
million due to increased participation in activities and lower than anticipated costs. These
increases were partially offset by $3.6 million of the reserves being returned to the regular
operating auxiliaries budget, consequently offsetting potential increases in student fees.



The Committee has 14 working days, after receiving notification of the Secretary’s
recommendation, to schedule a meeting to review the request. Therefore, if no meeting is
scheduled by August 21, 1996, the request is approved.

As part of its operations, University of Wisconsin campuses administer auxiliary enterprises
which are noninstructional facilities providing services to students. Resident halls, student union
and food service activities comprise the largest auxiliary operations. Except for athletic programs
which receive some general purpose revenues, auxiliary enterprises are self-supporting: that is,
they are funded by charges to student users. Some of these charges are direct, such as dormitory
and food service, while others are funded through student segregated fees. In 1996-97, UW
System campuses will budget $291.2 million under the auxiliary enterprises appropriation,
representing 12.1% of all funds budgeted for the University.

To ensure that funds are available to support future auxiliary operations and capital costs,
UW institutions maintain reserves (estimated at $43.1 million as of June 30, 1996). Reserves are
generated as a matter of policy to support operations, debt service, new capital and deferred
maintenance expenditures. The current reporting requirement was instituted in response to a
February, 1985, Legislative Audit Bureau report which concluded that "many campuses have
accumulated large cash reserves based on imprecise formulas and without relating income needs
to expenditure projections.” The report advised that the University establish policies to prevent
similar accumulations of reserves and suggested guidelines to determine levels of future funding.
At the time of the audit, $79.1 million had been accumulated in reserve funds, of which $22.5
million was identified as surplus by the Audit Bureau. The Legislature, in response to the Audit
Bureau report, in 1985 Wisconsin Act 29 (the 1985-87 biennial budget) applied these surplus
funds to support library acquisitions and to temporarily reduce tuition increases for resident
undergraduates. In addition, Act 29 created the provision requiring the approval of reserve
accumulations.

The Regents have established reserve maxima using a methodology developed in
consultation with the Audit Bureau, by campus and activity, which have served as an upper limit
for a campus’ reserves. These maxima, which are adjusted periodically, are based on 2.5% of
deferred maintenance costs, two years of debt service, two months of operating costs plus
immediate needs and an allowance for planned major remodelling or new facilities. With the
exception of UW-La Crosse, the estimated 1996-97 reserve balances for all campuses will be
within the maxima. Due to a delay in a construction project, La Crosse’s reserve balance will
temporarily exceed the maximum by approximately $821,000. The proposed aggregate reserve
teve!l of $39.7 million as of June 30, 1997, is well below the current maximum of $89.6 million.

It should be noted that the Regents approved a segregated fee schedule as well as room and
board charges on June 6, 1996 (see Attachment) which assume approval of this request. Any
objection to the request could cause uncertainty in these fee levels after the fall semester has
begun. If the Committee were to revise the amount of auxiliary reserve levels, adjustments to
the room and board charges or segregated fees would most likely have to be made in the second
semester, rather than as a refund of fall fees.
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In the past, a concern has been raised regarding the revision of the previous year’s auxiliary
reserve requests rather than with the specific request for the upcoming year. These revisions
were often of greater magnitude than the original request. Between 1989-90 and 1994-95, the
difference between actual reserves levels and the original estimates has ranged from 26.6% to
66.5%. However, UW estimates have improved significantly; the current estimated reserves
balance for 1995-96 ($43.1 million) is 9.4% higher than the University’s original estimate of
$39.4 million. Further, DOA’s analysis of the request notes that in recent years, the differences
have been primarily due to project deferrals, program savings and conservative administration
of the funds by campuses. In addition, a significant effort has been made by the UW to return
excess accumulations to students through a reduction of potential fee increases rather than be part
of reserve accumulations.

If you have questions regarding this memorandum, please contact this office.
BL/dls
Attachments

cc:  Katharine C. Lyall, President, UW System
Dale Cattanach, Legislative Audit Bureau
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ATTACHMENT

UW System Auxiliary Operations
Room and Board Charges and Segregated Fees
1995-96 and 1996-97 Academic Years

Residence Halis Meal Plans Segregated Fees

Percent Percent Percent

1995-96 1996-97  Change 1995.96 1996-976 Change 1095-96 1996-97  Change

Madison $2,045 $2,106 3.0% 81,754 $1,805 2.9% $330.00 $379.00 14.8%
Milwaukee 1,998 1,958 0.0 1.052 1,100 4.6 432,50 460.90 6.6
Eau Claire 1,610 1.670 7 1,190 1,234 3.7 298.00 321.00 7.7
Green Bay 1,602 1,650 3.0 900 900 0.0 384.00 402.00 4.7
La Crosse 1,330 1,400 53 1,300 1,400 117 380.50 398.50 4.7
Oshkosh 1.480 1.551 4.8 920 960 43 258.00 272.00 54
Parkside 2312 2,330 0.8 1,060 105G 5.0 364.00 378.00 3.8
Platteville 1,265 1.316 4.0 1416 1,473 4.0 359.00 363.00 1.1
River Falls 1.458 1,578 33 1,278 1,330 4.1 322.56 340.00 54
Stevens Point 1,782 1,826 2.5 1,280 1,280 0.0 369.90 378.60 24
Stout 1.460 1,326 4.5 1,258 1,296 3.0 327.84 340.80 4.0
Superior 1,506 1,506 0.0 1,448 1,576 88 292.50 318.10 8.8
Whitewater 1.300 1,556 3.7 1,068 1,112 4.1 348.24 359.28 32

Centers

Baraboo $147.20 $168.30 14.3%
Barron 146.50 147.50 0.7
Fond du Lac 174.90 181.80 319
Fox Valley 200.40 199.40 -0.5
Manitowoe 123.50 136.50 10.5
Marathon 167.20 174.40 43
Marinette 121.30 124.70 2.8
M arshfield 153.00 157.60 3.0
Richland 181.50 193.00 63
Rock 153.00 150.40 -1.7
Sheboygan 155.40 159.90 2.9
W ashington 176.40 193.50 89
W aukesha 132.20 138.20 4.5

NOTE: Residence Hall rate is for double room {other options exist at some campuses). Meal Plan rate 1s for most popular meal
plan or represents average spending per student for meals.
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