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January 20, 1997

The Honorable Eric Croft
House of Representatives

Alaska State Legislature ’
State Capitol, Mail Stop 3100
Juneau, AK 99801-1182

Dear Representative Croft:

Accompanying this letter is the information|that you requested about the University of
Alaska’s past 15-year revenue trend. The funding sources which are being reported
reflect the actual rather than budgeted revenues for this time period. If for some reason
this information is not responsive to your request, or if you have any questions about
the information, please feel free to contact me at your convenience.

When examining the patterns associated with the University of Alaska’s revenue over

" the past 15 years, it is exiremely important that you take into consideration the factors

that contributed to the growth in some of the revenue categories. Much of this revenue
growth can be attributed to new costs associated with expanded research and other ini-
tiatives fully funded by federal agencies or other organizations external to the univer-
sity, ir: addition to the simple effect that inflation has had on many of the revenue cate- -
gories. Distinguishing these influences from new revenues which lessened the impact

of the flat general fund appropriations over the course of the past 15 years is a complex

task, but the following is intended to identify and explain these distinctions.

Three receipt categories that have grown substantially during the past 15 years are
“federal receipts,” “university receipts,” and “indirect cost recovery.” This growth
reflects the success of the university in generating sponsored funds from federal agen-
cies and other external organizations such as corporations, private foundations, other
universities, and even other countries.. Altho! gh these funds generate new jobs, fund
information and services that benefit Alaskans, enhance the university’s laboratories
and equipment which many times are also made available to the University of Alaska’s
students, provide enriching expetiences for faculty that can be shared with students and
make additional assistantships available to the university’s graduate students, very lit-
tle of the tens of millions of dollars in new money can directly be used to lessen the
effect of flat appropriations on the university’s instructional programs.
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One example of a major new initiative funded by both federal and university receipts is
the Arctic Region Supercomputing Center (ARSC). The Center annually expends in
excess of $8 million and has a staff of more than 23 people. Although substantial reve-
nue is generated annually by the Center, all of these receipts are used to provide sup-
port for the Center. Even the increased indirect cost recoveries resulting from these
grants are needed to support higher utility, administrative, and equipment costs associ-
ated with the Center. Although ARSC has been a very important research and instruc-
tional addition to the university, its mﬂlion.t]of dollars in new revenues do not and can-
not replace or substitute for foregone general fund support for the university’s instruc-
tional prograns.

Two other receipt categories that have grown substantially during the past 15 years are
“intra-agency” and “auxiliary receipts.” h&a—agmcy receipts reflect transactions asso-
ciated with sales or services conducted within the university, These “paper transac-
tions” do not increase the amount of cash flowing to the university, and, as such, cannot
replace or substitute for flat or declining getleral fund appropriations.

Auxiliary receipts primarily are generated ffom bookstore sales and room and board

- charges for on-campus housing. These activities are organized in such a manner so as
to enable the cost of the services to be fully recovered from the receipts that are col-
lected. However, the goods and services are not priced for the putpose of generating
net income. The growth in these receipts simply reflects the higher cost of books, food,
utilities and other services passed on to the gtudents and some increased demand for
these services. As an example, the auxiliaty receipts associated with the Anchorage
campus almost certainly will increase by several million dollars in fiscal year 1999 when
approximately 500 new beds are added to it# campus housing. However, all of the
auxiliary receipts will be needed to fund the operating and debt service costs associated
with the new units.

Although several receipt categories provide little, if any, support for the university’s
instructional programs, one receipt category that does benefit the university’s instruc-
tional programs and has grown by about $36.4 over the past 15 years is tuition and fees.
Support for the university’s instructional programs is derived from three basic sources:

- tuition and fees and general fund appropriations from state and local governments.
‘Even though higher tuition rates are troubling to parents and students, increased
receipts from tuition and fees have lessened the impact of the flat general fund appro-
priations. The question is how much have the increased tuition and fee receipts offset
the impact of the general fund appropriations? Two factors which by their nature erode
the benefit of the increased tuition and fee receipts are inflation and expanded services.

|
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Overal), student credit hours have grown Jbout 22 8% since fiscal year 1983, 8.4% since
fiscal year 1986, and 14.2% since the post 1986 general fund appropriation reduction,
Although at least some portion of the growth in tuition and fees during the past was
needed to fund the additional course selections required by the increase in student
entollment, it is recognized that these costs/did not consume all or even most of the
growth in tuition revenue. The more important element to consider is the effect of infla-
tion on university receipts during this timeframe, and this is the only element consid-
ered in the analysis which follows.

In the past, the university has widely disseminated information about the erosion in its
general fund appropriation since 1986. Because some have criticized the use of 1986 as
the base year for such comparisons, the following looks at the impact of reduced or flat
appropriations in the 1990s with 1991 serviig as the base year for comparison purposes.

General  GF* Change GF

Fiscal Pund . Real From & Real From
91 $1704 $1704 $ - L 21 $195 $195 § -
92 172.7 166.8 (5.9) 342 206.9 199.9 0.4
93 1704 159.9 {10.5) ‘ 379 208.3 195.5 (4.0)
94 174.8 158.7 (11.7) 423 217.1 197.0 (2.5)
95 172.6 1521 (183) | 43 2169 191.1 (8.4)
96 171.6 146.7 (23.7) 490 220.6 188.6 (10.9)
97 170.4 1415 (28.9) 483 218.7 181.6 (17.9)
98 166.9 134.5 (35.9) 483 * 2152 1735 (26.0)

"Nominal dollars have been adjusted for the rate of ifflation associated with the higher
education price index, -~ .
**FY98 tuition and fees estimated | |

As the above table reflects, the last three or flmr appropriations have been quite devas-
tating for the university. Although for several years increases in tuition and fees were
able to mitigate the declining purchasing power of the general fund appropriations, this
has not been true since fiscal year 1994. The “real” reductions in the university’s
purchasing power have especially been quite large during the past two fiscal years as
almost two-thirds of the decline in the purchasing power of the combined revenue from
tuition and fees and the appropriation has occurred during this period.

In addition to examining the impact of inflation on the university’s appropriation dur-
ing the 1990s, it is important that you also consider the relative amount of financial
support for the University of Alaska as compared to similar states. I have enclosed a
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table prepared by Research Associates of Washington, D.C. which compares the amount
of financial support available to public systems of higher education nationwide. The
three revenue sources captured by Research Associates for use in their study are state

appropriations, local appropriations, and tuition and fees, net of scholarships and fee
waivers.

From the accompanying table, I have highlighted two western states quite similar in
population to Alaska: North Dakota and Wyoming. As of fiscal year 1997, North
Dakota’s total support for higher education from these sources exceeded Alaska’s by
more than $8 million while Wyoming’s trailed Alaska’s by about $8 million. Since
Alaska was only one of two states with a declining general fund appropriation for fiscal
year 1998, it is quite likely that it will trail Wyoming in next year’s report while the gap
associated with North Dakota will continue to widen. ‘

One other piece of information that is available on the accompanying table is a “system
support index” for each state. This index is used to estimate the impact of cost of living
differences and differences in costs associated with elements affecting the delivery of
higher education in the state. As you will note, Alaska, along with Hawaii, has the
largest index rate at 149.5 while Wyoming is at 110.5 and North Dakota at 99.5. If you
«consider the impact of the cost of delivering higher education in Alaska versus North

- Dakota, the difference in resources available to these states grows to about $77 million
more in North Dakota.

- Ihope that this information proves useful. P{’lease let me know if there is anything else
that you require. | :

Sincerely,

David K. Creamer
Vice President for Finance & Planning

DKC/pe
Enclosure

cc: Wendy Redman, Marylou Burton
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JAN-38-98 15:28 FROM:STATEWIDE FINANCE

University of Alaska
Actual Expenditures and Revenues by Fund Source
FY83-FY97
(In thousands)
| FY83 FY84 FY85 FYs6 FY87 Fyas FY89 FY90
qEXPEND_ITURES '
Personat Services 147.500.0 | 161,043.7 165,840.0- | 1699324 152,438.1 | 1544744 | 1653740 | 176.315.3
Other 72.622.2 73,325.5 80,940.7 83,242.4 76,906.2 83,882.9 |-103.084.4 | 1204217
Tolal Expenditures 220,122.2 | 234.369.2 | 246,780.7 | 253,174.8 229,344.3 | 238,357.3 | 268,458.4 296,737.0
[REVENUES | , .

GF/GF Match/GF-MH 1457408 159.378.1| 166,970.1 167.615.7| 143,522.0f 144,905.3 164,226.4 161,014.8£
Science/Technology Funds 0.0 0.0 _ 00 _ 00 0.0 00 00 " o

Total State Support* 145,740.8 189,378.1 166,970.1 167.615.7] 143,522.0 144,9056.3] 154,226.4] 161,014,
Federal Recelpts 17,908.1 16,2359 18,108.5 19.210.0 19.478.0 20,934.4 25,234.0 33,681.4
intra-Agency Recelpts 2.141.2 9,928.3 13.073.0 13,6220 13,073.3 14,144.7 22,3117 28,797.1
Interest Income 0.0 3,200.3 2,683.0 27170 2216.9 25114 3.526.5 2,449,
Program Recelpts** 18,460.1 16,620.7 18,394.4 18,0588.0 n/a nfa n/a n/a
Auxiliary Recelpts** n/a n/a n/a .nfa 11,565.4 12,165.4 13.277.3 14,9024
Studerit Tuition/Fees 11,901.5| 12.687.5 14,4261 16,277.3 18,169.4 /\ 18,004.8 19,628.1 22,533.0
Indirect Cost Recovery 5737.8| 4,896.8 4,283.8 4,999.9 4,566.1 \4, 732.1[ 59479 74657
University Recelpis 11.232.7 9.865.9 8,842.8 8,972.7 15.403.8 15.801.5 23,1059 24,830,
CIPReceipts 0.0 1,656.7 0.0| 1,702.2 1.349.4 1,157.7 1,200.6 1,062.2§
Total Revenues 2201222 234369.2| 246,780.7| 253,1748| 229.344.3 238,357.3| 26B,458.4| 296,737.0

* FY98 GF and ASTF Authorizations are $164,304.5 and $2.630.0, respecitively, for a total decrease in state support
from FY97 of $3,409.1 or 2%. _
** Prior to FY87, Proggm Receipts included Auxiliary Recelpts as weil as certain unrestricted Universtly Receipts.
175198
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JAN-368-98 15:30 FROM:STATEWIDE FINANCE .

University of Alaska
Acfuul Expendiiures and Revenues by Fund Source
FY83-Fy97
, (in thousands)
% C
FY91 FY92 FY93 FY94 FY9s FYos FY97 FY83-FY97

EXPENDITURES . v

Personal Services 185,721.8 | 197.644.6 | 208,224.3 | 220,971.3 219,131.2 | 216718.3 | 221,291.3 -60%,

Other 132.640.6 | 121.675.6 | 1350102 | 146,550.1 154.044.2 | 153,882.1 | 153,525.1 111%

Tolal Expenditures 318,362.4 | 319.320.2 | 343,2345 | 367.521.4 373,175.4 | 370,600.4 374,816.4 70%)|
REVENUES

GF/GF Match/GFMH 170,434.3] 168, 1065 167,409.2] 171.815.6| 169.5135 168,680.0] 167.693.6 16

Sclence/Technology Funds - 00 00/ 30000 3,000.0 3,119.9] 2.900.0 _2.650.0 n/

- Total State Support* 170,434.3|  168,1055] 1704092 1748156 1726334 171,580.0f 170,343.6 1
Federal Receipts 35.191.5 36,1696 49,190.7 52.140.3 50,826.9 46,795.0 42,457.1| 137
-Intro—Agency Receipts 20.835.1 23,276.1 23,716.1 32,485.1 34,834.6 28,4221 28,0944 207
Interest Income 2,699.5 2.606.7 2,228.2 1.656.0 26205 2,788.7 3.001.4 n/
Program Recelpts** nfa n/a - nfa n/a - n/a n/a - nla n/
Auxiliary Recelpts** 16,3234 16,049.4 18,9693 19.400.2 20,408.5 20,344.1 21.321.2 n/a
Student Tultion/Fees 29,076.8 34,200.7 37.904.2 42,318.3 44,2819 48,965.1 48,275.5 306%
Indirect Cost Recovery 8.698.2 9.454.2 9.118.4 11,369.2 11,204.1 13,401.7 12,488.4 n
University Receipts 24,5574 26,728.4 29.543.0 30,296.2 34,080.9 35,682.3 46,543.3 314
CIP Receipts 1,546.2 1.820.6] 2165.4 3.080.5 2,284.6 26214 2.291.5 n/
Tolal Revenues 318,362.4] 319.320.2| 343,234.5| 367.521.4 373,175.4 370,600. 374,816.4 70%

" FY98 GF and ASTF Authorizations are $164,304.5 and $2,630.0, respectively, for a total decreass In state support
from FY97 of $3.409.1 or 2%. '
“* Prlor to FY87, Progmm Recelpts included Auxiliary Recelpts as weil as certain unrestricted Universtly Recelpts,
175198
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