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July 27, 1993

TO: Senator Joseph Leean, Senate Chair
Representative Barbara J. Linton, Assembly Chair

FROM: Bob Lang, Director
Legislative Fiscal Bureau

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

In a letter dated July 20, 1993, which you received on July 26, 1993, the Department of
Administration recommended approval of a July 9, 1993, request from the UW System to
increase student fee-funded reserves (copy attached). The purpose of this memorandum is to
provide information on the statutory process for approval of such requests.

Under s. 36.46 of the statutes, as modified by 1987 Wisconsin Act 27, 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 requested fees or reserve fund
accumulations. A letter and report from the University, dated July 9, 1993, requests approval
from the Secretary of DOA to increase fee-funded reserves at selected campuses by $3.0 million
in 1993-94, with offsetting decreases at other campuses of $5.1 million. In addition, approval
is also sought for unplanned increases in auxiliary reserves of $4.5 million in 1991-92 and $1.5
million in 1992-93. The Committee has 14 working days, after which it was notified of the
Secretary’s recommendation, to schedule a meeting to review the request. Therefore, if no
meeting is scheduled by August 9, 1993, the request is approved.

It should be noted, that while approving the request, the Secretary expressed concerns
regarding the UW’s ability to accurately predict its auxiliary reserve levels. The letter further

indicates that DOA intends to closely monitor future fund balances.

I hope this information meets your needs. If you have questions, please call.

cc:  Members, Joint Committee on Finance



Mailing address:
Post Office Box 7864
Madison, W1 53707-7264

STATE OF WISCONSIN
DEPARTMENT OF ADMINISTRATION

101 East Wilson Street, Madison, Wisconsin

Towmy G. TEOMPSON
GOVERNOR
JAMES R, K1 AUSER
SECRETARY

July 20, 19893

The Honorable Joseph Leean, Co-Chair

The Honorable Barbara J. Linton, Co-Chair
Joint Committee on Finance

113 South, State Capitol

Madison, WI 53702

Dear Senator Leean and Representative Linton:

Enclosed is a request from the University of Wisconsin under s.36.46 to
increase student fee-funded reserves by $3.0 million in fiscal year
1993-94, 1In addition, the UW also requests approval of increases above
the reserve amounts in 1991-92 ($4.5 million increase) and in 1992-93
(1.5 million increase).

In adopting 5.36.46, 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 statute specifies that
the Board of Regents may not accumulate any student fee-funded auxiliery
reserves unless the fees and funds are approved by the Secretary of
Administration and the Committee. This requirement took effect
July 1, 1986. Following new Regent policy and UW System Administration
uidelines, student fee-funded auxiliary reserves were reduced from
33,0 miliion at the end of fiscal year 1985-86 to $37.6 million at
fiscal year end 1987-88 and have remained relatively stable since that
time.

Fiscal Year 1593-%4

For fiscal year 1993-94 the UW plans to increase certain reserves by
$3.0 million while reducing other reserves by $5.1 million for a net
reduction in the total fee-funded auxiliary reserves of $2.1 million.
Increased reserves include:

Estm. Reserve

Campus 93-84 Increase Bal 7/1/94 Program
Madison $1,838,400 $1,624,500 Housing
Milwaukee 300 42,984 Food Serv
LaCrosse 189,255 940,347 Housing
20,603 721,382 Food Serv
588,988 3,127,120 Seg Fees
Oshkosh 249,165 1,022,578 Housing
706 1,080,415 Seg Fees
Stevens Point 122,855 592,073 Food Serv
Stout 2,564 736,297 Food Serv
Superior 19,308 321,910 Housing
TOTAL £3,023,144

Ma ior increases include: (1)} UW-Madison hkousing, which will increase
its reserves through a bond sale to cover renovation costs and eliminate
a deficit reserve balance; (2) UW-LaCrosse segregated fees, which will
increase to continue the accumulation of funds for comstruction of a new
student life building in early 1995; and (3) UW-Oshkosh housing, which
plans a rate increase and internal reallocations to bring its reserves
up to address future year construction and remodeling work including
roof repairs and fire alarm replacements.



Fiscal Year 1992-03

The UW requests approval of a $1.5 million increase in student fes-
funded reserves above the amount approved by DOA and the Committee last
July. Major increases include: (1) UW-Milwaukee housing, which
increased reserves $251,500 ($275,400 over a previously anticipated
reduction of $23,900) due to savings in salaries, supplies and
equipment; (2} UW-Parkside housing, which established an initial reserve
of $765,900 when it acquired its student housing complex from its
Benevolent Foundation; and (3) UW-Stevens Point food service, which
increased reserves by $267,600 from the release of revenues previously
committed to the renovation of Debot Commons. UW System Administration
is aware that Stevens Point's reserve amount (projected at $592,100) is
close to the maximum allowable level of $671,000 and is working with
Stevens Point to ensure that the campus has project needs which justify
this reserve level.

Fiscal Year 1991.92

The UW requests approval of a $4.5 million increase in reserves over the
amounts approved by DOA and the Committee in ite last two s.36.45
requests. Major increases include (1) UW-Madison housing, which
increased reserves $367,800 (actually $875,800 over an anticipated
reduction of §$508,000) due to unanticipated cost savings in food,
utilities, etc; (2) UW-Madison segregated fees, which increased reserves
$1,408,800 ($2,531,200 over an anticipated reduction of $1,122,400) due
primarily to cost savings in intercollegiate athletics (used to reduce
the deficit) and the student union; (3) UW-Milwaukee segregated fees,
which increased reserves $662,700 ($735,400 over an anticipated
reduction of $72,700) due to project deferments, position vacancies, and
interest earned; and (4) UW-Stout housing, which increased reserves
$408,000 ($651,800 over an anticipated reduction of $243,800) due
primarily to lower operating costs and project deferrals.

As noted previously, the UW's student fee-funded auxiliary reserves have
remained relatively stable at $37 million since fiscal year 1987-88
despite planmned reductions. In the last six fiscal years reserves have
held an average 421 more revenue than initial UW estimates in s.36.46
requests. If this pattern continues, the $35.3 million reserve balance
estimated for fiscal year 1993-94 will increase between $8 million and
$21 million by the time it is finalized in the UW’'s July 1995 report.

Original Estm Final Actual
Fiscal Year Reserve Balance Reserve Balance Z Difference
1987-88 $37,5%4,500
1988-89 $26,819,600 36,863,200 37.527
1989.930 26,316,100 37,569,800 41.72
1990-91 27,417,600 39,491,300 44 .02
1691-92 26,090,000 43,430,000 66.52
1692-93 30,621,800 **37,462,300 21.22
199394 *35,348,000 ——
*current request **updated estimate; not final until 7/94

The Department of Administration has some concerns regarding the UW's
ability to accurately predict its auxiliary reserve levels and will
closely monitor future fund balances.

The UW's current request for reserve increases of $9.0 million appears
reasonable and should be approved.

Sincerely,
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July 9, 1593

James R. Klauser, Secretary
Department of Administration

Senator Joseph Leean
Representative Barbhara J. Linton
Co-Chairs, Joint Committee on Finance

Dear Secretary Klauger, Senator Leean and Representative Linton:

In accord with s. 36.46 Wis. Stats., the UW-System requests approval to add $3.0
million to select student fee supported reserves. The $3.0 million will be part
of a larger plan to reduce reserves systemwide by $2.1 million in 1993-94. On
July 16th, the Board of Regents will act upon a proposal that combines $3.0
million in increases with $5.1 million of reductions. The request is being sent
at this time to meet the July 10th statutory filing date; however, given the
Board will not have acted on the plan, the request must be conditional. If the
Regents choose to make changes, an amended request will be submitted.

Unplanned increases alsc need approval. In 1991-92, the UW-system experienced
$4.5 million of unplanned increases, and $1.5 million in 1992-93. The primary
reasons were unanticipated revenues (e.g., more students than expected on meal
plans and in residence halls), operating savings (e.g., lower utility costs and
vacant positions), and project deferrals (e.g., roof and electrical/plumbing
updates). The request is to have these amounts added to reserves.

Attachment #1 presents a systemwide summary of balances and changes to balances.
The documents to be presented to the Board are enclosed as Attachments #2 and 3.
Attachment #2, shows reserve balances, and changes to balances by institution and
program from July 1, 1991 to July 1, 1994. The reagons for increases are
explained in Attachment #3. All increases are consistent with prescribed maximum
allowances, and the purpeses for which reserve funds can be used (e.g., new
facilities, remodelings/additions, debt obligations, deferred maintenance,
contingencies, high cost equipment, and low-cost-high-volume supplies).

Plans are reviewed at the system level twice each yvear, in October and again in
May, for adequacy and reliabilty. If programs are judged toc have deficient or
excegsive balances, appropriate steps are taken at the institutions to correct
and explanations provided System Administration. This plan, together with select
increases through 19%7-98, is expected to maintain sufficient reserve balances
while at the same time carrying out the purposes described above.

Universities: Madison, Milwaukee, Eau Clasre, Green Bav, La Crosse, Oshkosh, Parkside, Platreville, River Falls, Stevens Point, Stoue. Supg:rior, Whitewarer. o
Centers: Bamboo/Sauk County, Barron County, Fond du Lac, Fox Vailey, Manowor County, Marathon County, Marinetze County, MarshfieidMWood Coungy, Richland,
Rock Couney. Shebovgan Counry, Washingeon County, Waukesha County. Extension: Cifices statewide.



The statututory provision states: "...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", and any such proposal must include "...a
plan specifying the amount of reserve funds the board wishes to accumulate and
the purposes to which the reserve funds would be applied, if approved., 8.36.46.
The Uw-System plan is consistent with this proviaion.

We are prepared to provide additional information and answer gquestions as needed.

Sincerely,

W

Raymond A. Marnocha
Vice Pregident

cc: President Lyall Kent Hill
Regent Steil Joint Committee on Finance Members
Regent Grebe Bobk Hanle, DOA
Regent Gelatt Marty Olle, DOA
Chancellors Bob Lang, LFB
Vice Presidents David Suchman, LFB
Debbie Durcan Legislative Reference Bureau

Tom Sonnleitner



Attachment #1

University of Wisconsin System
Student Fee funded Reserve Accumulations
{s.36.46 Wis. Stats. Compliance)

Presented in Attachment #2, followed by the explanations in Attachment #3, are
the reserve balances and accumulationa by institution and program for those
programs funded by student fees. The table below presents a systemwide summary
of the actual increases for 1991-92, estimated increases for the just completed
1992-93, and proposed increases for 1993~94.

The purpose of this report is to comply with the requirement that increases to
gtudent fee funded reserves, and fee increases used for that purpose, are subject
to the approval of the Joint Committee on Finance (JFC) and Department of
Administration {(DOA}. "...the board may not accumulate any auxiliary reserve
funds from student fees unless the fees and funds are approved by the Secretary
of DOA and the JFC..."; the table and accompanying explanations represent”...the
amount of reserve funds the board wishes to accumulate and the purpose to which
the reserve funds would be applied, if approved...", 8.36.46 Wia, Stats.

The plan is to increase select reserves by $§3.0 million in 1993-94 and reduce
others by §%.1 million, for a net reduction of $2.1 million and a June 30, 1994
balance of $35.3 million. Unanticipated increases from prior years that have not
yet been approved are separately identified; the UN~System regquests these amounts
be added to reserves. Previous approvals are reported as an information item.

1991~92 1992-93 1593-94
July 1 Reserve Balance $33.5 $43.4 §37.4
Previously Approved 2.0 1.1
Unplanned Increases 4.5 1.5
Proposed Increases 3.0
Reductions to Balances {2.6) {B.6) {(5.1)
Net Changes 3.9 (6.0% (2.1}
June 30 Reserve Balance 543.4 §37.4 §35.3

Funding for the $3.0 increase will be base reallocations, projects scheduled for
1993-94 but deferred, and increases to student fees, Wherever fees (room, board
and/or segregated fees) are increased for reserve purposes, the increase amount
is separately identified and explained in the attachment.
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Attachment #3

Madison

1991~92: Housing increased reserves by $367,800 through cost savings (e.q.,
food, utilities and supplies and services). Segregated fee supported programs
increased $1.4 million. Intercollegiate athletics produced over §1.0 millien
of the increase (e.g., lower grant-in-aid, salaries, general maintenance, and
interest, with the savings used to reduce the deficit); the student union
also used cost savings to increase reserves.

1993-94: The $1.8 million increase to housing will come primarily from a $1.5
million bond sale. The proceeds will be used to cover the costs incurred in
1992-93 to renovate student family apartments. The rate increase in 1993-94
will not be used to accumulate reserves; rather the funds will be used to
improve major maintenance efforts which in turn will reduce the burden on
regerves in the future.

Milwaukee:

1991-92: The $145,217 residence hall increase was previously approved.
Previoug approvals are reported for information purpocges. The 5662,7234
increase to segregated fee reserves was primarily in the student union where
a driveway repair project was deferred ($100,000), authorized positions not
filled ($150,000), and income from segregated fees, interest and merchandise
sales higher than expected ($100,000). Other programs with additional income
and salary savings were student health ($75,000} and organized activities
{875,000y .

1992-93: Residence halls were able to increase reserves by $251,487 through
salary savings, service and supply reductions, and cost savings on a hot
water replacement project. Food services increased §$8,013 through salary
gsavings, and the student union and health services by 581,354 through
unanticipated revenues and salary savings.

1893-94: Milwaukee realizes a reserve of $42,984 is inadequsate for the food
service program, and is taking steps to deal with the problem. In the student
union, they are moving from a kitchen-cafeteria ocperation to a fast food
operation to better meet student preferences; in 1992-93, labor costs were
also reduced by $5123,000. Other steps include targeting faculty, staff and
commuter students for additicnal sales, downsizing/consolidating kitchens,
reducing the number of food ocutlets, and further reducing overhead cosats.
Over time, these plus other changes are expected to improve operating margins
and allow for rebuilding reserves.

Eau Claire:

1991-92: The $267,827 residence hall increase includes 565,221 previously
approved, and $202,6086 from higher occupancies ($73,000), utility savings
{$57,000), and cost savings ($75,000) on two projects (electrical transformer
and roof replacement). Lower than expected food costs in food service and
lower inventory replacement costs in the bookstore allowed the university
center to increase reserves by $100,000.

2993-94: Eau Claire will increase textbook rental fees 515.50 for reserve
purposes to reduce what would otherwise be a larger reduction to reserves.

Green Bay:

1931~92: The $371,147 residence hall increase includes $210,718 previously
approved, and $160,429 from higher than anticipated occupancy and interest
income (§58,400), lower student help costs ($40,700) and lower service and
supply costs (560,000). The $238,531 increase to segregated fee supported
programs was previously approved.



La

1992-93: The 573,452 residence hall increase includes $3,888 previously
approved; the other $59,566 is primarily from actual occupancies being 22
gtudents over budget.

Crogge:

1991-92: The $185,354 residence hall increase, $§191,149 of the $314,488
increase to food service, and $501,789 of the $667,266 increase to segregated
fee supported programs were previously approved. Reductions to the set aside
for prior year encumbrances ($71,000), and additional centract revenues
($52,000) added to the increase to the food service reserve. Segregated fee
supported programs generated savings by refinancing the student center debt
($60,7C0), additional revenues and salary savings in the health center
(568,000), increased gate receipts from inter~collegiate athletics {$16,000,,
and increased sales of used textbooks {325,000y .

1382-93: The increases to residence halls (§274,092), food service ($47,555),
and segregated fee supported programs {$264,231) were previously approved as
part of the 1992-33 budget.

1993-94: The plan is to increase residence hall reserves by $189,255, and
bring the balance to $940,347 against a maximum allowed of $2,211,427; the
funding will come from a 524.53 fee increase {$66,000) and increased summer
revenues ($123,000), e.g., camps for elementary/secondary students, programs
for continuing education adults, and the New Orleans Saints. The funds are
intended for furniture, washers/dryers, refrigerators, window restorations,
tuck pointing, etc.

Food service propcses to increase reserves 520,803, with about 50% coming
from a $3.24 rate increase and the other 50% from reallocations. Proijects
that will draw on the reserve include an elevator replacement (5180,000) in
1994-95, and remodeling in the Whitney Center ($250,000) in 1995-96. By the
end of 1995-96, the reserve is expected to be just under $500,000.

A major share of the proposed segregated fee increase will go for reserve
purposes, §522.95 will help fund the student life building; the plan is to add
$569,800 to the reserve in 1993-94, with a goal of $3.0 million at the time
of construction in late 1994-95. The student center will increase fees by
$4.62 in a move to begin restoring the reserve; the balance will increase
from $78,000 to $113,400 with a maximum allowed of $780,000. $1.18 will go to
student health; health services was to move to the new student Life building,
but will now stay at its present site; reserve funds will be used to help
remodel and purchase additional equipment.

Oshkosh:

1981-92: The $52,766 residence hall increase was previously approved. The
$222,702 increase to segregated fee supported programs includes a previous
approval ($145,682), lower than anticipated gervices/supply costs in the
student center ($77,020), and leower debt costs from refinancing the stadium
debt (8$27,000).

1992-93: The $429,438 residence hall increase includes $333,8%90 previously
approved, and §$9%5,548 of unanticipated revenues {e.g., fitness center
memberships, washer/dryer commissions and conference center income). The
$§51,874 increase to segregated fee supported reserves includes 532,715
previously approved, and $19,159 from higher than expected organized activity
revenues and lower than expected student center costs.

1993-94: Residence halls will add $249,165 to reserves, bringing the balance

to §1,022,579 againgt a maximum of $2,507,644. About 50% of the funds will
come from a $40 rate increase and the other 50% from internal reallocations.
Segregated fee supported reserves will increase §$706.



Parkgide:

1891~-92: The $35,975 increase to segregated fee supported reserves includes
$20,537 previously approved, and salary savings from lower than anticipated
staffing costs in the health center.

1992-93: At the time the state acquired the student housing complex from the
UW-Parkside Benevolent Foundation, a provision was included in the agreement
to use a portion of the bond proceeds to establish a reserve for facility
maintenance and repair. The §$765,919 represents that reserve.

Platteville:
1891-92: The $154,943 increase to the residence hall reserve was the regult
of higher than anticipated revenues (housing contracts, $34,000; interest
income, $12,000), and lower than anticipated capital expenditures.

River Falls:

1992-93: The $64,878 food service increase was anticipated and previously
approved ag part of the 19%92-93 budget.

1993~-34: Segregated fees will be increased $6.75 for reserve purposes to
reduce what would otherwise be a larger reduction to reserves ($32,000).

Stevens Point:

1392-93: The $296,300 food service increase includes $28,700 previocusly
approved; ancther §$260,000 came from the release of revenues that were
committed to the rencvation of Debot Commons ($350,000) in 1991-92,

1893-94: The revenue stream that provided the $§260,000 in 1992-93 will add
another $122,855 to reserves in 1993-34; the balance will be used to fund
increased operating costs (e.g., compensation and inflation). Revenues from
a $21 residence hall rate increase will reduce what would otherwise be a
larger reduction to the reserve ($60,000).

Stout:

1981~92: The $4C8,010 residence hall increase was caused by egquipment/
project deferrals, e.g., microfridges and a computerized laundry system,
($63,000); lower than expected operating expenditures, e.g., salaries,
utilities, insurance, garbage collection and custodial/building supplies,
{$i6%,000); reductions to set asides for prior year encumbrances {(3$110,006);
and reassigning the cost of a steamline project to dining services ($66,000).

The food service reserve increased by §$71,938 due to increased contract
revenues, and lower than expected food, paper and cleaning supply costs. The
$218,714 increase to segregated fee supported programs was caused by lower
than expected building/equipment repairs in the student center ($137,000},
and higher than anticipated revenues in organized activities and student
health ($42,000).

1992-93: The $31,916 increase to segregated fee supported reserves was
previously approved as part of the 19%2-33 budget.

1893-94: Lower expenditures for reserve related expenditures in food service
will allow that reserve to increase by §2,564.

Superior:

1991-92: The $1i04,779 residence hall increase includes $88,001 previously
approved, and savings from lower than expected maintenance costs. Segregated
fee supported reserves increased §45,229 because of higher than expected ice
arena revenues, and the deferral of capital proiects in the student center.



1392~93: The 56,526 increase to the residence hall reserve was previously
approved as part of the 1992-93 budget.

1993~94: Reallocations will allow the residence hall reserve to increase by
$10,308 without a reserve related fee increase.

Whitewater:

1991-92: The $434,233 increase to segregated fee supported reserves includes
$91,974 previously approved. Another $342,259 came from revenue/expenditure
savings in organized activities ($155,000); deferred projects in the student
center, e.g., replacing entrance doors/remcdeling offices ($95,000); savings
from vacant positions and setting aside a contract for additional physican
services in health services (567,000); and the savings from debt refinancing,
and lower supply, service and student help costs at the stadium ($34,000).

Center System:

1991-82: The §$50,322 increase to the residence hall reserve includes §20,000
previocualy approved. The other $30,322 came from cautious hiring of staff
and a reluctance to add new services. Marathon assumed responsibility for the
dormitory on July 1, 1991, and has since made an effort, through planned
increases and expenditure savings where feasible, to build adequate reserves.
The §17,662 increase to segregated fee supported reserves reflects scaling
back on the cost of student activities/fine arts programs due to concerns for
potential enrcllment shortfalls.

1892-93: 510,000 of the $14,678 increase to the resident hall reserve was
previously approved as part of the 13992-93 budget. The $4,678 reflects
Marathon‘s continuing effort to achieve a stronger financial peosition.



State of Wisconsin

SENATE CHAIR ASSEMBLY CHAIR

JOE LEEAN BARBARA J. LINTON
Room 119 South, State Capitol Room 127 South, State Capitol
P.O. Box 7882 P.0. Box 8952

Madison, WI 53708-8952

Madison, WI 53707-7882
Phone: 266-7690

Phone: 266-0751

JOINT COMMITTEE ON FINANCE

July 13, 1993
TO: JOINT COMMITTEE ON FINANCE MEMBERS
FROM: Senator Joe Leean

Representative Barbara J. Linton
Co~-Chair, Joint Committee on Finance

Attached is a copy of a request from the University of Wisconsin
System dated July 9, 1993, under ss. 36.46 of the statutes.

Please review this item and notify Senator Leean’s office not later
than Monday, July 26, 1993, if you have any concerns about the
request or would like the Committee to meet formally to consider
it.

Also, please contact us if you need additional information.

JL:BJL:ns

Attachments



The University of Wisconsin System
Vice President for Business and Finance

1752 Van Hise Hall

1220 Linden Drive

Madison, Wisconsin 53706

{608} 2621311 FAX (608) 262-3985

il

July 2, 1993

James R. Klauser, Secretary
Department of Administration

Senator Joseph Leean
Representative Barbara J. Linton
Co-Chairs, Joint Committee on Finance

Dear Secretary Klauser, Senator Leean and Representative Linton:

In accord with s. 36.46 Wia. Stats., the UW-System requests approval to add $3.0
million to select student fee supported reserves. The $3.0 million will be part
of a larger plan to reduce reserves systemwide by $2.1 million in 1993-94. On
July 16th, -the Board of Regents will act upon a proposal that combines $3.0
million in increases with §5.1 million of reductions. The request is being sent
at this time to meet the July 10th statutory filing date; however, given the
Hoard will not have acted on the plan, the request must be conditional. If the
Regents choose te make changes, an amended request will be submitted.

Unplanned increases also need approval. In 1991-92, the UW-system experienced
§4.5 million of unplanned increases, and $1.5 million in 1992-93. The primary
reasons were unanticipated revenues (e.g., more students than expected on meal
plans and in residence halls), operating savings (e.g., lower utility costs and
vacant positione), and project deferrals (e.g., roof and electrical/plumbing
updates). The request is to have these amcunts added to reserves.

Attachment #1 presents a systemwide summary of balances and changes to balances.
The documents to be presented to the Board are enclosed as Attachments #2 and 3.
Attachment #2, shows reserve balances, and changes to balances by institution and
program from July 1, 1991 to July 1, 1994. The reasons for increases are
explained in Attachment #3. All increases are congistent with prescribed maximum
allowances, and the purposes for which reserve funds can be used {e.g., new
facilitries, remodelings/additions, debt obligations, deferred maintenance,
contingencies, high cost equipment, and low-cost-high-volume supplies).

Plans are reviewed at the system level twice each year, in October and again in
May, for adequacy and reliabilty. If programs are judged to have deficlent or
excessive balances, appropriate steps are taken at the institutions to correct
and explanations provided System Administration. This plan, together with select
increases through 1997-98, is expected to maintain sufficient reserve balances
while at the same time carrying out the purposes described above.

Universities: Madison, Milwaukee, Eau Claire, Green Bay, La Crosse, Gshkosh, Packside, Plactevitle, River Falls, Stevens Point, Stour, Superios, Whitewarer,
Centers: BarabooiSauk Counry, Barren County, Fond du Lac, Fox Valley, Manitowoe County, Marathen Couney, Marinetie County, Marshfield™ood County, Richland,
Rock County, Shebovgan County, Washington County, Waukesha County.  Extension: Offices statewide.



The statututory provision atates: "...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", and any such proposal must include "...a
plan specifying the amount of reserve funds the board wishes to accumulate and
the purposes to which the reserve funds would be applied, if approved., 8.36.46.
The UW~System plan is consistent with this provision.

We are prepared to provide additional information and answer questions as needed.

Sincerely,

W

Raymond A. Marnocha
Vice President

ces President Lyall Kent Hill
Regent Steil Joint Committee on Finance Members
Regent Grebe ‘ Bob Hanle, DOA ’
Regent Gelatt Marty Olle, DOA
Chancellors Bob Lang, LFB
Vice Presidents David Suchman, LFB
Debbie Durcan Legislative Reference Bureau

Tom Sonnleitner



Attachment #£1

University of Wisconsin System
Student Fee Funded Reserve Accumulations
{8.36.46 Wis. Stats. Compliance)

Pregented in Attachment #2, followed by the explanations in Attachment #3, are
the reserve bhalances and accumulations by institution and program for those
prograns funded by student fees. The table below presents a systemwide summary
of the actual increases for 1991-92, estimated increases for the just completed
1892~93, and proposed increases for 1993-34.

The purpose of this report is to comply with the requirement that increases to
student fee funded reserves, and fee increases used for that purpose, are subject
to the approval of the Joint Committee on Finance (JFC) and Department of
Administration {POA). "...the bocard may not accumulate any auxiliary reserve
funds from student fees unless the feees and funds are approved by the Secretary
of DOA and the JFC..."; the table and accompanying explanations represent”...the
amount of reserve funds the board wishes to accumulate and the purpose to which
the reserve funds would be applied, if approved...", 8.36.46 Wis. Stats.

The plan is to increase select reserves by $3.0 million in 1993-5%4 and reduce
others by $5.1 million, for a net reduction of $2.1 million and a June 30, 1994
balance of $35.3 million. Unanticipated increases from prior years that have not
yet been approved are separately identified; the UW-System requests these amounts
be added to reserves. Previous approvals are reported as an information item.

“ 1991-92 1992-93 1993~54

" July 1 Reserve Balance 539.5 543.4 537.4 it
Previcusly Approved 2.0 1.1
Unplanned Increases 4.5 1.5
Propoged Increases 3.0
Reductions to Balances (2.6) {8.6) {5.1)
Net Changes 3.9 (6.0} (2.1}
June 30 Reserve Balance $43.4 $37.4 $35.3

Funding for the $3.0 increase will be base reallocations, projects scheduled for
1993-~94 but deferred, and increases to student fees. Wherever fees (room, board
and/or segregated fees) are increased for reserve purposes, the increase amount
is separately identified and explained in the attachment.
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Attachment #3

Madison

381-92: Housing increased reserves by $367,800 through cost savings (e.g.,
food, utilities and supplies and services). Segregated fee supported programs
increased §1.4 million. Intercollegiate athletics produced over $1.0 million
of the increase {(e.g., lower grant-in-aid, salaries, general maintenance, and
interest, with the savings used to reduce the deficit); the student union
also used cost savings to increase reserves.

1993~-94: The $1.8 million increase to housing will come primarily from a $1.5
million bond sale. The proceeds will be used to cover the costa incurred in
1992-93 to renovate student family apartments. The rate increase in 1993-94
will not be used to accumulate reserves; rather the fundse will be used to
improve major maintenance efforts which in turn will reduce the burden on
reservaes in the future.

Milwaukeeo:

1991-92: The $145,217 residence hall increase was previously approved.
Previoug approvals are reported for information purposes. The $662,734
increase to segregated fee regserves was primarily in the student union where
a driveway repair project was deferred ($100,000), authorized positions not
filled ($150,000), and income from segrecated fees, interest and merchandise
sales higher than expected {$100,000). Other programs with additional income
and ealary savings were student health (§75,000) and organized activities
{$75,000). ,

1892-93: Residence halls were able to increase reserves by $251,487 through
salary savings, service and supply reductions, and cost savings on a hot
water replacement project. Food services increased $8,013 through salary
savings, and the student union and health services by §$81,354 through
unanticipated revenues and salary savings. :

1993-94: Milwaukee realizes a reserve of 542,584 ia inadequate for the food

. service program, and is taking steps to deal with the problem. In the student
union, they are moving from a kitchen-cafeteria operation to a fast food
operation to better meet student preferences; in 1992-93, labor costs were
also reduced by $123,000. Other steps include targeting faculty, staff and
commuter students for additional sales, downsizing/consolidating kitchens,
reducing the number of food outlets, and further reducing overhead costs.
Over time, these plus other changes are expected to improve operating margins
and allow for rebuilding reserves.

Eay Claire:

1991-92: The $267,827 residence hall increase includes $65,221 previously
approved, and $202,606 from higher occupancies ($73,000), utility savings
{$57,000), and cost savings ($75,000) on two projects (electrical transformer
and roof replacement). Lower than expected food costs in food service and
lower inventory replacement costs in the bookatore allpowed the university
center to increase reserves by $100,000.

1993~94: Eau Claire will increase textbook rental fees $15.50 for reserve
purposes to reduce what would otherwise be a larger reduction to reserves.

Green Bay:

1991-92: The $371,147 residence hall increase includes $210,718 previously
approved, and $160,429 from higher than anticipated occupancy and interesat
income ($58,400), lower student help costs ($40,700) and lower service and
supply costa ($60,000). The $238,531 increase to segregated fee supported
programs was previously approved.



1992~893: The §73,452 residence hall increase includes §3,886 previously
approved; the other 569,566 is primarily from actual occupancies being 22
atudents over budget.

La Crosse:

1991~-92:+ The $18%5,354 residence hall increase, $19%1,149 of the $314,488
increase to food gervice, and $501,789 of the $667,266 increase to segregated
fee supported programs were previously approved. Reductions to the set aside
for prior year encumbrances (571,000), and additional contract revenues
{§52,000) added to the increase to the food service resierve. Segregated fee
gsupported programs generated savings by refinancing the student center debt
{$60,700), additional revenues and salary savings in the health center
{$68,000), increased gate receipts from inter-collegiate athletics ($16,000),
and increased sales of used textbooks ($25,000).

1992-~93: The increases to residence halls ($274,092), food service ($47,555),
and segregated fee supported programs ($264,231) were previously approved as
part of the 199%2-93 budget.

1993-94: The plan is to increase residence hall reserves by $189,255, and
bring the balance to $940,347 against a maximum allowed of §2,211,427; the
funding will come from a $24.53 fee increase (§66,000) and increased summer
revenues {$123,000), e.g., camps for elementary/secondary students, programs
for continuing education adults, and the New Orleans Sainta. The funds are
intended for furniture, washers/dryers, refrigerators, window restorations,
tuck peinting, etc.

Food service proposes to increase reserves $20,603, with about 50% coming
from a $3.24 rate increase and the other 50% from reallocations. Projects
that will draw on the reserve include an elevator replacement ($180,000) in
1994~95, and remodeling in the Whitney Center (§250,000) in 1995-56. By the
end of 1995-96, tha reserve is expected to be just under $500,000.

A major share of the proposed segregated fee increase will go for reserve
purposes. $22.95 will help fund the student life building; the plan is to add
$565%,800 to the reserve in 1993-9%4, with a goal of $3.0 million at the time
of construction in late 1994~95. The student center will increase fees by
$4.62 in a move to begin restoring the reserve; the balance will increase
from $§78,000 to $113,400 with a maximum aliowed of §780,000. 51.18 will go to
student health; health services was to move to the new student life building,
but will now stay at its present site; reserve funds will be used to help
remodel and purchase additional equipment.

Oashkoah:

1291-92: The §52,766 residence hall increase was previously approved. The
$222,702 increase to gegregated fee supported programs includes a previous
approval ($145,682), lower than anticipated services/supply costs in the
student center ($77,020), and lower debt costs from refinancing the stadium
debt ($27,000).

1992-93: The $429.438 residence hall increase includes $333,890 previcusly
approved, and $9%5,548 of unanticipated revenues (e.g., fitness center
membersghips, washer/dryer commissions and conference center income)}. The
$51,874 increase to segregated fee sgupported reservea includes §32,715
previously approved, and 519,159 from higher than expected organized activity
revenues and lower than expected student center costs.

1993~94: Resaidence halls will add $249,165 to reserves, bringing the balance
to $1,022,579 against a maximum of $2,507,644. About 50% of the funds will
come from a $40 rate increase and the other 50% from internal reallocations.
Segregated fee supported reserves will increase $706.



Parkgide:

1991-92: The $35,975 increase to segregated fee supported reserves includes
§20,537 previocusly approved, and salary savings from lower than anticipated
staffing costs in the health center.

1992-93: At the time the state acquired the student housing complex from the
UW-Parkside Benevolent Foundation, a provision was included in the agreement
to use a portion of the bond proceeds to establish a reserve for facility
maintenance and repair. The $765,919 represents that reserve.

Plattevilles

1391-92: The $154,943 increase to the residence hall reserve was the result
¢of higher than anticipated revenues (housing contracts, $34,000; interest
income, $12,000), and lower than anticipated capital expenditures.

River Falls:

1992-93: The $64,878 food service increase was anticipated and previously
approved as part of the 1992-93 budget.

1993-94: Segregated feee will be increased $56.75 for reserve purposes to
reduce what would otherwise be a larger reduction to reserves {$32,000).

Steveng Point:

1992-93: The §296,300 food =service increase includes §$28,700 previocusly
approved; another $260,000 came from the release of revenues that were
committed to the renovation of Debot Commona (§350,000) in 1991-982.

1993~-94: The revenue stream that provided the $260,000 in 1992-93 will add
another $122,855 to reserves in 1993~94; the balance will be used to fund
increased operating costs (e.g., compensation and inflation). Revenues from
a 521 residence hall rate increase will reduce what would otherwise be a’
larger reduction to the reserve ($60,000). .

Stout:

1991-92: The $408,010 residence hall increase was caused by equipment/
project deferrals, e.g., microfridges and a computerized laundry system,
($63,000); lower than expected operating expenditures, e.g., salaries,
utilities, insurance, garbage collection and custodial/building supplies,
{$169,000); reductions to set asides for prior year encumbrances ($110,000);
and reassigning the cost of a gteamline project to dining services (§66,000}.

The food service reserve increased by $71,938 due to increased contract
raevenues, and lower than expected food, paper and cleaning supply costs. The
$218,714 increase to segregated fee supported programs was caused by lower
than expected building/equipment repaire in the student center ($137,000),
and higher than anticipated revenues in organized activities and student
health (542,000).

1992=93: The $31,916 increase to segregated fee supported reserves was
previously approved as part of the 1992-93 budget.

1993-94: Lower expenditures for reserve related expenditures in food service
will allow that reserve to increase by $2,564.

Superior:

1991-32: The $104,779 residence hall increase includes $88,001 previously
approved, and savings from lower than expected maintenance costs. Segregated
fee supported reserves increased $45,229 because of higher than expected ice
arena revenues, and the deferral of capital projects in the student center.



1992-33: The $6,526 increase to the residence hall reserve wasg previously
approved as part of the 1992~93 budget.

Reallocations will allow the residence hall reserve to increase by
$10,308 without a reserve related fee increase.

Whitewater:

198]1-92: The $434,233 increase to segregated fee supported reserves includes
§91,974 previcusly approved. Ancother $342,259 came from revenue/expenditure
savings in organized activities ($155,000); deferred projects in the student
center, e.g., replacing entrance doors/remodeling offices ($%5,000); gavings
from vacant positions and setting aside a contract for additional rhysican
sarvices in health services ($67,000); and the savings from debt refinancing,
and lower supply, service and student help coets at the stadium {($34,000).

Center Svstem:

1981~-92: The $50,322 increase to the residence hall reserve includes $§20,000
previously approved. The other $30,322 came from cautiocus hiring of ataff
and & reluctance to add new services. Marathon assumed reaponaibility for the
dormitory on July 1, 1991, and has since made an effort, through planned
increases and expenditure savings where feasible, to build adequate reserves.
The §17,662 increase to segregated fee supported reserves reflects gcaling
back on the cost of student activities/fine arts programs due to concerns for
potential enrollment shortfalls.

1992-93: $10,000 of the $14,678 increase to the resident hall reserve was
previously approved as part of the 1992-93 budget. The $4,678 reflects
Marathon’s continuing effort to achieve a stronger financial position.




