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interdependent. ' These jprocesses affect the\dtigs of administrative: and
acatdemic.unitsithroughoutthe-year. This manual isrintended-tordescribe th
processes currentlin place.

Understanding the
UW'’s Internal, or

“Provost” Budget
Process and the State

Budget Process




Table of Contents

Lo To [FTod 1 (o] o OO PP PP PP 3
State Budget and LegiSIatiVE PrOCESS ........cviiiiiieieeieetieie s e s s e e e e e e e e e e e et e et eeeeeeaaereeaesseaamr e e e e e e e eeeas 5
(@Y= V1P PPPPPPPRPPRPPP 5
THE AlIOTMENT PIOCESS ... iteiieiite ettt e bttt oo e b et e ekt e e 2 st e e ek et e e ek et e e e be e e e e enn e e e e annneeeenanes 7
Direct Support for Teaching HOSPILALS.........c.uuuiuiiiiiii i ceee s e e e r s s e e e e e e e e e e e ae s s e e e e e e e e e eeaernrnna s 11
UW Internal Budget Development and MaintenanCe PrOCESS......ccooviviiiiiiiiii e 12
Budget FOrmulation PrOCESS OVEIVIE. ......coiiiiiiiiiie i ittt e e sttt e e e e sttt e e e e e s b e e e e e e s e anb e et e e e e s ssnnbbneeeeeeaanns 12
Cdzy OlA2ylf LASOSa 2F..0KS..|l.YAQSNRALBEQA....dZRISd........ 12
UW FUNAING SOUICES (FUNG TYPES) .. uteetieeiiiiiiiiteie e e ettt e ettt e e e e skttt e e e e e ettt e e e e e s nnb e e e e e e e e e annbrnreeeeeaaann 13
Budget BUilding ProCeSSIED DY STEP. ... ittt e e e e e e e s s bbb e e e e e e s nnnbbe e e e e e e sana 16
Annual budget developmeENnt IMEIINES ... ..o e e e e e e e e e e e e ae e e e e eeeeeeeesnaenn 18
Activity Based BUudgeting (ABB).........uueeiiieiiiiiei ittt e e e et e et e e e e e e e e e e aan 19
Budget POlICIES N0 PrOCEUULES ... ...ttt a et e e et e e e e e e e s s ame e e e e e e e e eeas 24
Setting POlICIES & GUILEIINES..........ooi ittt e e e e e e e e e e e e e e e et s e ae s e e s s e s s s anaanteaeesreesraasenseeeeeees 24
[0 1Y o | o] T3P 25
ICR (Indirect COSt RECOVETIY) GUIAEINES......ciiiiiiiiiiiiiie et e bbb e e e e st e e e e s s nanb e e e eean 27
(O TV 1Y L=T gl o] o3 2P UPR PR URRR 27
INSHIULIONAl OVEINEAM POIICY....ccii ittt e e e e e e e e e e e e e e e e e e e e anbrrneeeeeeaanae 28
[ Do I G0 f ol = 1 L= PP PP PPPPPPR 29
1208 CAYEFYOAIFT ..1.Q02dzy 0AY. 3. £ 8.8 0.SY e 29
FAS (Financial Accounting System) INtrOAUCTION.........uuiriiie i e e e e e e e e e e e e e e e e e e e eeeenaene 29
Key components of FAS (FUND, ORG, and OBJECT & PROGRAM.CQUES) . .c.ciiiiiiiieeieeeeeeeee e 31
(@ (o =T a11= 1 (o] oI 0 To [-T =P 32
Y o] o =T 2 T [PPSO 36
Y I 1Y/ 1= 1 T o PSSR 36

Page2| 38



Introduction

The Office of Planning and Budget{i@PB)s part of the Executive Office of the President and Provost, and reports
directly the ProvostOPB provides analysis and informatlod 2 dzi ! 2 Qa FAYylFIyOALFf | yR LK@
SYKFyO0S (KS | yAGSNRARAGE QA LirmakingAy 3z LRtAOE FT2NXIFOGA2Y |

This manual is intended to provide information about the budget process at the University of Washington, including:
1 StateFunding and Allotmerg
1 Internal Budget Development anddhtenance
1 VariousBudget Policies and Procedures
1 TheFinancial Accountin§ystem EAS)

Overtime, these processes have evolved and been affected by the desires and needs of multiple administnéiesss i
from stakeholders in Olympia and personnel changes. This manual is intended to document the current processes tha
Office of Planning and Budgeting is involved in or directs on an ongoingAmsigrimer for the multiple names, codes and
buRISG GSN¥a LINBASYGSR Ay GKA& Ylydzfz GKS 3INILKAO 0S¢t
types and fund code references that are widely used internally and externally.
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University Operating Funds

Indirect Cost:Recovery (ICR)

State /Appropriations Tuition & Fees

Summenr Quarter

Interest income

Administrativecoverhead

Institutional ©Overhead

Student Technology-Fees

Miscellaneous Fees

General Operaw. y Fund Designated Operating
(GOF) Fund (DOF)

Local Funds
Internal¢ UW Fund 001 and Fund 149 Net 143, 144,145 &
FundCodes 08A Operating Fee

State General

Local Funds
External OFM Fund (001) and Fund 149 Net

' 148
FundCodes Education legacy Operating Fee
Fund (08A)
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State Budget and Leqislative Process

Overview

TheWashingtorStateLegislativeProcessdetermines:

1 Thelevelof appropriationsthe UW will receivefrom the StateGeneral State and any other state funding sources

1 Thepurposefor whichthe fundsare appropriated(salaryincreasesnew enrollmentfunding,specialprograms,
pensionand healthbenefit adjustments getc.)

9 Tuition policyfor undergraduate resident tuition (percent ofiangewe can applyfreezes, et¢. UW has been granted
the authority to set tuition levels fanon-residentundergraduate, graduate and professiosaldents

The Washington State Legislative Budget Process Timeline

Though some variation in the state budget proceas occuy by and large, the following timelirfellowed:

1 September- TheUW submitsoperating and capitddudgetrequestto the State Thismanualonly pertains to the
operating budget.

December- TheGovernorsubmitsarecommendedbudgetto legislature
JanuaryMarch or Aprit Legislature irsession

1
1
1 March or April- LegislaturegpassesStatebudget Governor approvesindthe UWreceivesbudgetinformation
1

Julyl - Statebudgetbecomes effective
Key Components ofthe Legislative Budget Process: Structure, Fund, Key Terms

The legislative cycle is twaears longRegular sessions begin the second Monday in January of each year: In odd
numbered years, the legislature passes a biennial budget and the regular siessitbieduled for 105 days. In even
numbered years, the legislature is in session for 60 days and may pass a supplemental budget to amengdhe two
budget. In either case, one or more 30 day legislative sessions can be called by the G&eeraxamplethe budget
passedor the 2013-15 biennium during the 2013 session affected two fiscal years @\lLEY3). Thenext year, in
calendar year 2014, the legislatyas®d a supplemental budget affecting funding for the bienniluat especially FY17.
In alendar year 2015, thegislaturepassed an additionaupplementabudget, which affectedunding for the lastew
months of the second year of the biennium.

1 Biennium Twoyear fiscal period. The Washington state biennium runs from July 1 of anwdbered year to
June 30 of the next oddumbered year.

1 Budget A plan of financial operation embodying an estimate of proposed expenditures for a given period of time
or purpose and the proposed means of financing them.

1 Supplemental budgetA supplemental budgt makeschangesto the original budget appropriation3hese
changes are usually technical or minor, but depending on the fiscal climate, can significantly alter proposed
expenditures.

1 Expenditue Authority Schedulg EAS)A listing prepared by OFM of dbllar appropriations contained in
legislation, along with an assigned code for use in allotment preparation and other accounting requirements.
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1 Provisa language in the budget bill that places conditions and limitationtheruse of appropriations. Briss
can be funded from any accounithini KS { G 6§ SQa FTdzy RAy 3 &a2dz2NOSad

The budget also contains assumptions about automatic funding levels and is primarily an incremental budget, making
appropriations from funds above carfgrward and maintenance budg levels.

1 Carryforward level Thedbienniak cost of continuing the workload or services already authorized tihou
legislative budget decisions

1 Maintenance levelThe carryforward level plus the cost of additional mandatory caseload, enrolimengtiofi
and other legally unavoidable costs. T&V usually makes requests for apgons & maintenancéunding
(O&M).

1 Policy (Performance) LevaWlaintenance level plus other proposetianges in funding

Biennium 1 2011-13 Biennium 2
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Thelegislature makes appropriations from a variefyfunds, but the UW typically receives appropriatiore the state
generalfund and theeducation legacy trusiccountfor its generalniversity operating resources (GOF).

1 Appropriations A legal authorization to make expenditures and ingbligations for specific purposes from a
specific account over a specific time period. Appropriations typically limit expenditures to a specific amount and
purpose within a fiscal year diennial timeframe. Only theegislature can make appropriations\Wiashington
State.

1 Fund orAccount Aseltbalancing set odccounts, segregated for specific purposes in accordafitbelaws,
regulations or other specificrestrictions.

1 Fund 001, General Fund Stafehe fund for all financial resources of the state gtdbose required to be
accounted for in another fund. The general fund is the principal state fund supporting the operation of the
university.

1 Fund 08A, Education Legacy Trushis fund is used only for suppof the common schoolgxpanding access to
higher education through fundingew enroliments and financial aid, amdher educationaimprovement efforts.

1 Near General Fundfhe near general fund includesrgeral fund state and education legacy trust.
Someother fundsare relevant for purposes of both thsél | 1 S@h@! + g&R | O02dzy/iAy3 aeaiSvya

Once theégislature passes a final budget, the Goverxerciss section veto authority, and the budget is recorded as
final. Legislative staff load expenditure authority by fund into WINSthd Office of Financial Management (Ofrbudget
system. Support staff within OFM produce an expenditure authority schedul&®rEhe EAS records allowable
expenditure limits fomppropriated funds, 001, 08A amdher proviscs. Provise can be appropriated from fund 001 or

from other funds such as 02R Aquatands Enhancement Account or 09R Economic Development Strategic Reserve

1 002dzy i ¢KS fFGGSNI I NBADE (i 5BRINR LISRiuitiod chefdirg foe rd@etnyoRndi & HS
experditure authorityare also recorded in EAS/en though fund 149 is not appropriated.

Note: Revenue comes from trBummarizedv S @Sy dzS w S BRtIithe OW subritRwith the biennial state
budget request. The B9 is a tool that legislative staff have to evaluate our fund projections on a biennial basis.

The Allotment Process

Allotments aredefined by OFM als y | 3 Saf Of&eihatetd Expenditures, revenuesid related FTEStimates.
However allotments arealso meant to be a mechanism by which the state controls its outflow of money by fuaibit
over-expendng budgets According to OFM, allotments represent detailed spending plans that also do the following:

f Conform to the terms, limits, or conditions of legislative appropriatibnsh Ca I LILINRE @Sa G KS | f
submitted by the agencies.

f Reflect the priorite2 ¥ G KS | 3 Syléndatdamake progress $odaadhieving those goals
T { SNBSS +a GKS |3SyoeqQa o0Said SadAYlFraS 2F K2 GKSANI I
each month of the biennium

f  Provide a monthly best estimatéfo 4 KS I 3Sy.08Qa OFakK Fft2g¢
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http://opb.washington.edu/sites/default/files/opb/Budget/rFund_by_Fundgroup.pdf

OFM monitors actual expenditures and revenue against allotments and posts monthly fiscal status reports on the OFM
websitehere.

For each appropriated fund BAS and for fund 149, the UW is required to submit momrgalgnue and expenditure
allotments by prograntodeand object codesBoth executive and legislative staff monitor actual spending compared to
allotments.! Ol dzl f &LISYRAY 3 AisdgehHinarid Répdrtisgstym (AFRS { G 4 S Q

Allotments are amended when expenditure assumptions change significantly and every time a budget is passed, so for
every biennial & supplemental budget.

Historical Changes to the Allotment Process

Since 2010,ite UW has worked with executive and legislative s@ihtprove its allotment procesg& summary of these
changes is as follows:

Before FY11the UW employed a process callgthte Local Allocation ProcedSLAR Y S (ivihi2hRecorded expenses
in salary and benefits to fund 001 in the first several months of a biennium. thitee funds were exhaustedxpenses
were recorded to fund 14900 allow this process to work, nguroviso GOF budget numbers were set up with dual funds
(001 and 149)Referto the appendix for more information on SLAP Process.

2010 (Changes affected the FY11 recast of the 200%iennial allotment)
In cooperationwith the OFM UW accounting and budget staff agraedestructure dlotmentsin several key ways

1. State fundswvould be exhausted throughout the year, instead of during the fiessesal months of the fiscal year.
2. Monthly expenditurein allotted funds 001 and 08&ould match the allotment schedule.

The UWmanages this process ensurethat these basic agreemesiarefollowed. To do thispnly provisos arelirectly

chargel to fund 001 For nonproviso expenseshe UW prepares and submitsJournal VoucherJ§j once a montho

transfer expensefromfundmn ¢ G2 CdzyR& nnam YR ny! Ay | yAsaYeRulzyd Sljd.
allotments match exactly to expenditures in AFRS for funds 001 and 08A.

For Fund 149, there ssvariance between the allotmeantand actual revenue and expenditures, &ese projections of
tuition revenue are never perfect. bddition, actual expenditures can vary from allotted expémtis. UnderActivity
Based BudgetinfABB, Fund 149 revenue is trued up at the end of each fiscal year based on actual tuition reVérue.
true-up is distributed to units as budget authority in the following fiscal year. This can cause variances because
expenditures ladpehindrevenue projections

Note: Activity basedBudgeting (ABB) is a budgabdel that alloates net tuition revenued units conduting the activity
generating therevenue. More detailsn the revenueallocaion methodologyare specifiedin the ABB sectioof this
manual.

March 2012
The following procedurewereproduced during the 20113 biennium:

OPBcalculates, prepares and submits allotment packets to @Bivg the following methodology:

1. Program and object code distributiofer each appropriated fund ancduRd 149 are generally based on average
GOF spendingatterns from the previous biennium.
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2. Monthly distribution percentages for each program code and object code are provided to Gfabgial
Accounting (FA)
3. Institutional Analysiprovides actual FTE based on previous fiscal year by fund and program

Ornce OFM approves the allotment pa¢kethe Budget Office (BO) sends a copthe approved packets tarfancial
Accounting (FABecause OFM, thegislature and the public monitor actual spending against allotments, we do our best
to match spending levslagainst what was allotted. Again, state approjgdaFunds 001 and 082 & I f fwllinx®y G a
exactlyto spendinglt is mportant to note that any state appropriated fund that is not spent résdra to the state.
Provisoexpenditures match allottedmounts inannualtotal, but can vary on a monthly basis.

Each month Financial Accountingitiatestransfers of actual expenditures and FTEs from Fund 149 to Fundfifrgm
codes011 and 012 only) and 08A to align with allotment levels

9 The expendituresretransferred by appropriation, progracode and major object code.
1 The FT&need to be transferredby fund andorogramcode;FTE are shown as the full number of F§t© be paid
each month cumulative FTEs per year will equal montRly& multiplied by 12.
1 The monthly cash draw from the State Treasury needs to follow the cash disbursement schedule for each fund.

TheBudget Office workedwith FnancialAccountingto designa spreadsheeto populate the JV with all the required
comporents. Forallotmentsfor medical centersthe BudgetOffice sends additional instructions regarding detailed
allocations toUW Medical Center and Harborview Medical Cenfdhere aresubsequent allotment amendments,
changes arapplied going forwardT he BudgetOffice sends FinancialAccountingthe revised allotment schedules.

February 2013

After discussions with OFM, the UW decided to add more nuance to the allojpnecess We planned expenditures for
three major object codeby each program code. So, not only is the allotment cast by program code, but the allotment is
also cast according to planned expenditures for salaries/wages, benefits and aymbdsrvices.

To meet the monthly allotmeramounts as approved by OFM, manual adjustmetat allotments need to be madén

some months, more expensean be moveaut of a subobject than are availableyhichcaues AFR$o show a negative
balance At the end of each fiscal yeanymulative negative balansare adjusted in AFRS by moving expenses from one
object code to another.

OFM agreed to this process in February 2013; it was applied to the FY13 packet.

At that time, the UW noted for OFM that weould continue working tdmprove our allotmentprojections in an effort to
smooth out thevariances betweeallotments and actuals althoughsuch inconsistenciesill never beremoved entirely

April 2014 (changes for FY13 final cast and FY14/FY15)

Duringthe summerof 2013, UW and OFM budget staff decided to increase the revenue figures in the allotment for Fund
Mndg G2 YFEGIOK GKS !'2Qa LINRB2SOlA2ya 27T ugebtile ERpeifitdie Avkhgrily T S
Schedule (EA8yure for net operating fee revenue in the allotmenfis mentioned before he EASs created by OFM
usingfiguresfrom legislative staffLegislative staff may not always incorporate tuition revenue drivers into their
projections.For example, when legislae staff do not consider thiaill complement of tuition ratesr actual enroliment
changedefore these adjustments are made, the EAS is produced without these factors contemplated ancamhus,
project revenue to be lower than it may ultimately be. Everen thesechanges are contemplated, tHeAS is not

adjusted to reflechew changes in enroliment, tuition rates, etc.
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http://www.ofm.wa.gov/policy/75.70.htm

In the 2014 supplemental budget sessi@ilotments for knd 149 were amendedat the request of OFNb reflect
updated tuition revenue mjections Thissame methodology was used for FY15.

OFM, legislative, and agency staffl continue to improve these processdsAS, allotment, expenditure, and revenue
assumptions should be aligned much apossibleto ensure that interested partiesnderstand whervariances are an
artifact of different definitions or assumptions

The allotment is due 45 days after the Governor signs the bill intoTlagvsum of state funds appropriated to the U8V
recorded in the budget that the Regents ultimately take action on.

July 2015 (Changes for FY-15)

Effective for the FY 201567 biennium, the requirement to include cash receipts and cash disbursement allotment
estimates is eliminated.

How Education Legacy Trust (ELT), Appropriations were Allocated and Spent
In FY2006 the state creatad the ELTaccount(Fund 08A)Estate taxes and interest earnings are the source of revenue for

this fund.For purposes of allocation and spendif@nd08A was treateds non-proviso general fund and its allotments
and transfers were calculated using the samethodology as tnd OOlsalary expenses.
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Direct Support for Teaching Hospitals

HarborviewMedical Center (HM@nd University of Washington Medical CentgiWMCYeceive gortion of the state
general fund appropriation to support their teaching effort. This amount is adjusted annually for any salary/benefit
increase&ecreasesand changes in the state budget policy level and is reflected in the allotmader program code 07
(hospitals) UWMC receives its allocation by monthly transfer of expefsgsding the allotment amountfrom Fund 505
to Fund 001 (thereby reducing fund 505 total expenses). HMC allocation is drawn from the state according to the
allotment schedule and wired to HMC with arcesponding charge to Fund 001.

The following istorical budget information wapulled for external audit inusnmer2014

Medical Center Notes
Purpose: to determine what, if anything, needs to be added to the Bdgt vs Act file for auditors. This would be in addition to the fund 149
worksheet in that file where we had to add fund 001 expenses in order to make the variances more reasonable and more accurate

file is "Funds 148 & 149 Bdgt vs Act Biens 2007_2011 for SEC" @i:\groups\opblusers\mary cofe\OFM info\state audit\funds 148 and 149

Historical Budget # info from the Budget Index table:

Med Ctr Budget §'s Actual Expenditures
FY Fund|Org|BT/BdBudget #IBien Tot* Fund|0rg|BT/Bd Budget#{Bien Tot* Action - for Bdt vs Actfile for auditors
UWMC:
2008149 312 02-12 08-7990 [ (1) 001 312 02-11 08-8875 (2)(3) add fund 001 expenditures to org 312; budget amounts already included with fund 149 da
2009149 312 02-12 08-7990 16,850,492" (1) 001 312 02-11 08-8875 14,845,554 (2)(3) same as ahove
2010149 312 02-12 08-7990 [ (1) 001 312 02-11 08-8875 " () sameasabove
2011149 312 02-12 08-7990 15,127,945 (1) 001 312 02-11 08-8875 15,127, 945 (2) same asabove
2012149 312 02-12 08-7990 [ o 001 312 02-12 08-8875 " () sameasabove
2013149 312 02-12 08-7990 12,839,933 (1) 001 312 02-12 08-8875 12,839934° (2) same as ahove

HMC: Add both expenditures and budget amounts for fund 001 to auditors file as follows:
2008001 312 03-11 22-9701 ( 01 404 03-11 22-9700 (2)(3) Add budget to org 404 because that's where expenditures will be added
2009001 312 03-11 22-9701 15,808,040 (2) 001 404 03-11 22-9700 15,674,266 (2)(3) Add budget to org 404 because that's where expenditures will be added
2010001 312 03-11 22-9701 ( 01 404 03-11 22-9700 ( 2) Add budget to org 404 because that's where expenditures will be added
2011001 312 03-11 22-9701 14,191,317 (2) 001 404 03-11 22-9700 14,91, 314 (2)  Add budget to org 404 because that's where expenditures will be added
2012001 312 03-11 22-9701 (2) o1 312 03-11 22-9700 " (2) Add budget toorg 312because that's where expenditures will be added
2013001 312 03-11 22-9701 12,044,963 (2) 001 312 03-11 22-9700 12,044,961 (2) Add budget taorg 312because that's where expenditures will be added

Notes:

(1) #08-7990 is dually funded 149/001. Therefore, the budgeted amount is already included in fund 149
in the Bdgt vs Act file for auditors

(2) Budget #s NOT dually funded, so not included in fund 149 info on Bdgt vs Act file for auditors.

(3) Not sure if I have included all of the expense budgets because, theoretically, budget should = actuals

*Bien totals per Budget Summary in myFD

Pagell| 38



UW Internal Budget Development and
Maintenance Process

Budget Formulation Process Overview

The Office of Planning BudgetingOPBA & NBalLl2yaAiofS F2NJ 0KS RS@St 2LIVSy
operating budgets. The budget is the primary instrument of fiscal control and contains all income and expsoéituee
University TheUniversity Budget OfficéBO)assigns a budgetnalystto assist evergollege, school, campus or
administrative unit on budgetary matterBOstaff members areavailable to answer questions, recaménsfers, provide
assistance with the annual budget suission, and work closely with thenitstoward their financial goals.

The UW budget proces$s governed by the Provost of the University, who is the chief academic and budget officer.

1

Though the tate providesabudget on aiennialbasis, UWprepares ad reviewsa budget ona fiscal year basis
from July 1 to June 30 of the following year.

OPB gathers budget projectisfrom all subject matter experts to put together the annibaidget.

The budgeting cycle reflects our shared governance model and at the tae, units have authority to spend
funds allocated to them within logical parameters.

¢KS | yYADBSNAA higc@kddidzREaS d Bud2tiREBB) Units are not required to justify their base
budgets annually to receive an equivalent amount. Changes are incremental and made permanently or
temporarily to base budgets.

UW implementeda soft launch of théBBmodel at the beginning dfY2012 Full laurth was completed in FY13.
Under ABB 70% of natition operating revenue is allocated to units based on shedent credit hoursSCH
generated by the units.

OPB initiates a process on behalf of the Provost to gathercandidertuition rate recommendabns every two
years, generally every odiimbered yearTuition rates are presented to the Board of Regents for their approval.

The Board of Regents is comprised of 10 members who remedify and approvehe annual budget thais

created byOPBafter broad consultation from academic leadership, students, faculty, and staff. The Provost and
the President drivdbudgetary policy and deliver their budget proposals to Regents for consideration in May and
for action in June.

Functional p ieces ofthe 51 E O A ORdEg&tU 6 O

1.

University Operating Resourcethe coreof university operations. These are the funds employed to hire and pay
faculty,enhancethe studentexperiencesupport the universityservice missions, and run the administrative
infrastructurethat supports the UniversityThese budgets argovernedby the principles oABB.

In FY15, the operating resources budget was approximately $1.2 billion, or 19%atbiiéW budget of $6.5
billion. Listed below are the revenumurces and their peentage of totalcore operating revenue:
1 Neargeneralfund (state appropriatiof ¢ 21 percent however the state appropriations account for
only & of the overall university budget.
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Tuition operating fee; 50 percent
Indirect Cost Recover0 percent
Institutional Overhead; 2 percent
Designated Operating Furfaiithout ICR and institutional Overheagly percent

=A =4 =4 =4

Research Enterpris&stimate of revenue from direct expenditures against grant and contract budgets
Approximatelyl7 percentof the total budget

Restricted FundsGift income, endowment distributions and state restricted funds from state accounts, or funds,
that are not general fund state or education legacy trust (e.g. medical aid, accident, geoduck, dhiellfisin
economic develoment strategic reserveandocean acidificatiomccounts)

Approximately4 percentof the total budget

UW Medicine Health SystemThe evenue and expens& N2 Y (KS | yA @S NA A (wbicha K2 A L.
currently include UW Medical Center, Valley Medical Center, HarboMiegical Centefthough HMC is run by

the UW and reports its finances to King County), Northwest Hospital, Airlift NW, UW Physicians and UW
Neighborhood Clinics.

Approximately47 percentof the total budget.

Auxiliary Activities¢ KSaS | OGAGAGASaA Ay OtsdgrifingibusiBess eytdr@seNduch ase Q a
Educational Outreach, Housing and Food Services, Intercollegiate Athletics, and dnkdngportation Seiges.

Approximatelyl3 percentof the total budget.

UW Funding Sources (Fund Types)

The University of Washington classifies fund sourcesfmtomajor fund typeGOF, DOF, ROF, and O®&xh type
varies in the degree of discretion for its use, ranging from restricted to essentially full discf@@énand DOF are
Ly A @S dderatingFudd and ROF and OOF are restricted fuiitiese findtypes are defined below along with
examples ofhe sources used to support them.

1. General Operating Funds (GOF):

Funds over whichW has significant discretio@omposed of:
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State

Appropriation Tuition

Operating

General and Nearg . Fee Revenue

General Funds

1 State appropriations (tax support) and
1 Operating fee revenuea(portion of tuition)

2. Designated Operating Funds (DOF)
Funds over which the UW has unlimited discretion, though the university, as a matter of internal policy, may restrict
their use. Composed of:

SUMMER
QUARTER
REVENUE

INDIRECTCOST
RECOVERY

STUDENT INSTITUTIONAL
TECHNOLOGEE OVERHEAD

ADMINISTRATIVE
OVERHEAD

1 Indirect Cost Recovery (ICR) - Indirect Cost Recovery (ICR) is the allocation of funds back to units that
generate indirect costs from grants and contdiCR is a component of activity based budgeting and
is taxed at 65 percent. Units retain 35 percent of the indirect cost recovery generated. Thaingmai
65 percent is used by tha®vost to allocate out to units based on initiatives and other criteri
Calculation of ICR is based on the grant activity of the prior twmleeth period April X March 31.
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Once the allocation is made to the unit,énbal policies in the uniictate how depannents and
employeegeceive ICR funding.

9 Interest Income - DOF revenue derived from the investments funds.

e Summer Quarter Revenue — Educational Outreach manages the summer quarter program for the
university. There is no state support for summer quarter, and it is not part of the ABB model.
Educational OQutreach submits a budget for summer quarter to the Provost each year which is
approved before the start of the quarter. Based on this budget, all three campuses pay estimated
expenses to EO via a revenue transfer. These funds are used to manage the quarter. At the end of the
quarter, any remaining revenue is refunded to the campus which originated the funds.

Demand forsummer quartethas been relatively stable over the past five years, with student credit
hours growing only slightly (mairdy UW Bothell and Tacoma), yet WWY8ummer quarteranks as

one of the largest amongst public universities. Bammer quarter has 2 sessiarSumrmer A(starts

in June and ends in Jlilgnd Summer Bs(arts in Julyand ends in AugustSincesummer quarter falls

in two fiscal years the revenue &sosplit betweentwo years. A small portigrusually about 8.0

days belongs in June and is recordexdthe fiscal year that ends on June 30. The remainder belongs to
the next fiscal year. Educationali@each prepares a JV to reclassify a significant portisuofmer
quarter tuition that is received before June'8fiom tuition revenue to unearned rever (a liability
because we owe services to the students). This unearned revenue balance is then trued up the next
fiscal year end and the changes are recorded as tuition revenue. So tuition revenue recorded in FAS
should reflect tuition earned from Julytd@ June 30.

e Institutional Overhead — calculated by the Budget Office to reimburse the University for costs paid
centrally such as maintenance of buildings, roads and grounds; custodial services; utilities and support
services such as data processing, risk management, human resources; and others. All Seattle fee-based
programs are charged UW institutional overhead unless the activity has been awarded an exemption.
More details on institutional overhead policy are explained in later sections.

e Administrative Overhead — equivalent of institutional overhead but is charged to UW Bothell and UW
Tacoma. This overhead is also calculated by the Budget Office to reimburse the University for costs
paid centrally on behalf of these two campuses.

e Student Technology Fees — The student technology fee is a fee charged to provide funds for the
improvement of technology used by students. A student-led committee allocates money for
technology resources for general student use.

e Miscellaneous Fees — Miscellaneous fees are a group of fees which contribute to the DOF revenue
base. Some of these fees are charged directly to students such as application fees, library fines, late
registration fees and others. Other fees are for things such as trademarks and licensing, insufficient
funds for return check fees, staff registration fees, etc.

3. Restricted Operating Funds (ROF)
Restricted operating funds are funds over whose use the University has little or no disciet@onples bvarious
ROF Funds are explained beJow
1 Grant Funds: The UW receives various grants and contracts. Use of those funds is heavily restricted
to the purposes outlined ithe grantor contract.
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1 Gifts, Endowment: UW schools, colleges and units receive gifts and earnings from endowment fund:
whose use is limited to the donor's intent. Schools and colleges have local gift fundsaidicimore
flexibility in terms oftheir use.

9 Discretionary Funds: Most unitshave discretionary funds which are given to the Dean to be used at
their discretion. These funds are less restricted than gift funds, and are typically used for hosting and
entertaining.

1 SelfSustaining and FeBased Funds:Many UW units have se#fustaning operations and febased
programs whose revenues may derive from services provided both internally and externally to the
UW.

1 Royalties:Many units have developed patented discoveries that have resulted in reyalti
andotherincome throughUW CoMotion which may haveariousrestrictions.

4. Other Operating Funds (OOF)
OOF is a mixture of other funds that do not fit into the other categories listed above. Examples of certain other
funds that cannot be categorized are listed below:

TrueAgency

Deposits

Internal lendng/Investments
Depreciation

Capital Projects

Other

= =4 =4 =4 =4 =9

Budget Build ing Process - Step by Sep

Thebudget buildng process tarts each year imid-March First, a draftsaw budget workbooks created This workbook

dzf GAYFGSt@ LINRPRdzOSa (GKS YI22N) GlofSa (GKFG O2YLINARAS (K
straw budget workbook focuses on incremental changes from two major buadgas GOF and DOF-.

GOF and DOF incremental’enue projections are catalogued in the revenues tab of the straw budget workbook.
Revenues Tab

e The final, enacted near general fund state appropriations are included.
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