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MINUTES 
 

BOARD OF REGENTS’ COMMITTEE ON BUDGET AND FINANCE MEETING 
 

DECEMBER 4, 2014 
 

I. CALL TO ORDER 
 
 Committee Chair Jan Sullivan called the meeting to order at 2:30 p.m. on Thursday, 
December 4, 2014 at University of Hawai‘i at Mānoa, Information Technology Building, 1st 
Floor Conference Room 105A, 2420 Correa Road, Honolulu, Hawai‘i 96822. 
 
 Committee members in attendance: Committee Chair Jan Sullivan; Committee Vice 
Chair Barry Mizuno; Regent Coralie Matayoshi; Regent Lee Putnam, Regent Peter 
Hoffmann. 
 
 Others in attendance:  Chair Randy Moore, Regents Kudo, Nielsen, and Portnoy (Ex-
Officio committee members); Interim Executive Vice President for Academic Affairs, 
Joanne K. Itano; Vice President for Administration, Jan Gouveia; Vice President for 
Community Colleges, John Morton; Vice President for Budget & Finance/Chief Financial 
Officer, Howard Todo; UH Mānoa Interim Chancellor Robert Bley-Vroman; Associate 
General Counsel, Presley W. Pang; Executive Administrator and Secretary of the Board 
of Regents, Cynthia Quinn; and others as noted. 
 

II. APPROVAL OF MINUTES OF OCTOBER 9, 2014 MEETING 
 
 Regent Mizuno moved to approve the minutes of October 9, 2014, as amended, Chair 
Moore seconded the motion, and the motion carried by unanimous approval.  
 

III. PUBLIC COMMENT PERIOD 
 
 Executive Administrator and Secretary of the Board of Regents, Cynthia Quinn 
announced that no written testimony was received and no one signed up to provide oral 
testimony. 
 

IV. AGENDA ITEMS 
 
 Committee Chair Sullivan announced that the agenda items would be taken up in 
reverse order.  She then recognized VP Todo and thanked him for his many years of 
service and professionalism serving both the university and the Board of Regents. 
 
2. Update on UH Mānoa Financials for Fiscal Year 2014-2015 
 

Interim UH-Mānoa Chancellor Bley-Vroman and Vice Chancellor for Administration, 
Finance & Operations Kathy Cutshaw provided a handout on the update of UH Mānoa 
Financials for Fiscal Year 2014-2014 (see Attachment 1).  He explained that the UH 
Mānoa budget involves 40 budgetary units and income that receive allocations from 6 
funds (General, Special, Revolving, Federal, Trust/Private, and Bond), and he showed 
the percentage for each source of funds for 2009 and 2013.  The largest impact and 
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changes are tuition, which has gone from 19% in 2009 to 28% in 2013, and state support 
which has been reduced from 35% in 2009 down to 25% in 2013.  He noted that the 
decrease in state support has not been made up by an increase in dollars from tuition.  
VC Cutshaw noted that the only monies that are unrestricted fit are appropriated funds 
and tuition monies, while the remaining funds are restricted for specific purposes. 
 
 Chancellor Bley-Vroman indicated there are 8 active revolving funds that are 
established by statute that govern use, are self-sustaining, do not lapse, and not part of 
the allocation system.  There are 17 active special funds that are dedicated by law for a 
specific purpose and do not lapse.  The tuition and fee special fund is the most flexible of 
the funds and allocated to various units.  
 
 VC Cutshaw explained that General Funds (GF), Tuition and Fee Special Fund 
(TFSF), and the Research and Training Revolving Fund (RTRF) are the operating funds 
used to operate the Mānoa campus.  She also explained that the current budget 
allocation is done based on a historical basis and a formula basis.  GF are allocated 
based on historical or incremental basis, based on legislative intent.  The regular tuition, 
summer tuition, outreach-credit tuition, professional program differential tuition, and fees 
are allocated based on a similar methodology.  RTRF has a formula based allocation.  
Because the state pays the fringe on GF positions, personnel costs were shifted to GF, 
which explains the reason why tuition goes to units that do not generate tuition because 
their personnel are paid with GF.  Budget cuts are handled similarly so only GF are 
affected and not tuition. 
 
 Chancellor Bley-Vroman continued stating that budgets for the Mānoa campus are 
highly decentralized.  A recent study showed that as of 2012, 60% of higher education 
institutions were using the incremental model for budgeting with the trend toward 
revenue-based or outcome based methodology.  The downside of the current budget 
model is that it assumes that the base never changes and there is minimal realignment 
over time.  It is not output driven and there are no incentives for revenue generation.  To 
address this, the Mānoa chancellor has formed a budget committee to look at different 
models, and targeting recommendations by December, but it may take longer.  In the 
meantime, Mānoa is realigning all base budgets to address lower GF and increase in 
TFSF.  One model equates tuition to student semester hours per instructional faculty full-
time equivalent (SSH), and if that model is utilized then it shows that currently 38% of net 
tuition would be returned to instructional units, which is not current practice.  Performance 
metrics or other measures such as enrollment or graduation rates are being reviewed, 
with a commitment to implementing a formula-based budget methodology on July 1, 
2015.  The budget committee believes that SSH is a good method if used in combination 
with a methodology that weighs the complexity and the discipline appropriately.  The 
committee is seeking a model with a weighted value for distribution that also recognizes 
tuition for units that generate it.  In addition, Mānoa is continuing to slow expenditures and 
hiring, and looking for additional efficiencies.   
 
 As Mānoa transitions to a new budget model, the chancellor’s budget committee, 
which consists of 4 vice chancellors, 4 deans, 4 faculty, and representatives of ASUH and 
GSO, will look at other budget models used throughout the higher education community.  
The first two models have been excluded from consideration: 
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• Zero-based model assumes no budget history and does not address those 
commitments, and does not work well with higher education institutions because it 
is intensive and time consuming, so it has been excluded from consideration 

• Formula based model relies on historical data and creates incentives to retain 
programs that contribute to funding even if that program is no longer contributing to 
the mission of the university, so it also has been excluded from consideration 

 
The three models that are being actively looked at include: 
 

• Activity based model that reward financial resources to institutional activities that 
see the greatest return on strategic objectives  

• Revenue based model that provide the same resources back to the units instead 
of the activities. 

• Responsibility centered management model that is a totally decentralized way of 
budgeting where all resources go to the program that earns them and in turn the 
programs pay taxes and fees to cover supporting units and also pay for a lot of 
their own services.  In its purest form this model will try to directly attribute costs to 
the unit, e.g., square foot costs for building usage, metering utilities, and CAM 
expenses.  The challenge with this model are related to collective bargaining, 
because if there was a downturn in revenues and the fixed costs could not be 
covered, they would not be able to take action quickly on personnel-related 
matters.  This model is also labor intensive because of the rate structure, but there 
would be full transparency of costs.  Essentially this model is like running a small 
business that is market driven and not necessarily based on university priorities, so 
courses and activities are offered to the extent that revenue is generated, which 
can make it difficult to combine this model with other models that focus on all 
strategic priorities. 

 
 VC Cutshaw said there were a lot of good points in the different models and a hybrid 
model might be best way to go.  The committee committed to the chancellor to have a 
budget allocation methodology recommended, which will go out for full consultation to the 
campus, and start the process in July on how to implement the model, define cost 
centers, the current financial system, chart of accounts, and capturing costs in a different 
way.  They will need a lot of implementation time to set up the model and chart of 
accounts so they can ensure things are accurately being measured. 
 
 Regent Matayoshi asked if the formula could be applied to both summer session and 
outreach.  VC Cutshaw responded that they are focusing on regular tuition because there 
is a working model for summer and outreach.  There is sentiment on the committee that 
the new approach should apply to all revenues and not just tuition. 
 
 Regent Hoffman said he preferred a hybrid model, but was concerned about 
decentralizing and asked if there would need to be stronger financial management 
oversight.  VC Cutshaw responded there would need to be stronger financial 
management oversight as well as a strong academic oversight because literature 
suggests this type of model can create silos and decisions being made may not benefit 
the whole institution, which can create conflicts.  She added that it would be simpler if 
they were dealing with fewer, smaller sized units. 
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 Regent Putnam asked how all of this can be done in a meaningful and appropriate 
way without looking at the structure of the 40 units that make up Mānoa campus or were 
they just accepting the historical existence.  Chancellor Bley-Vroman responded that they 
were going to look at the structure of Mānoa with the intent to do whatever reorganization 
they could to increase efficiency, but were not going beyond that at this time because 
they are limited in what can realistically be done.  He noted that the multiple models are 
partly the nature of a major research university with multiple missions, which makes it 
difficult to employ on a simple algorithmic or formulaic approach and changing the 
organization chart is not itself going to fix that. 
 
 Committee Vice Chair Mizuno noted that payroll is the single most expensive cost and 
in order to control expenses they needed to look at payroll costs.  He asked who has the 
authority to hire and VC Cutshaw responded that deans are authorized to fill civil servant 
and APT positions whereas the hiring of faculty is put forward by the deans with joint 
approval from the appropriate vice chancellor.  Chancellor Bley-Vroman said none of the 
allocation methodologies solves the problem of not having enough money and tweaking 
the allocation model will not solve things because salaries are a fixed cost.  VC Cutshaw 
added that all units are appropriated budgets and FTE position counts and must hire 
within those counts. 
 
 Regent Kudo said that the budget is a tool used by management and were the 
principal objectives for using the models cost control, performance enhancement or 
something else.  VC Cutshaw responded that it was a combination of cost control and 
performance enhancement.  Chancellor Bley-Vroman noted that ultimately it has to do 
with the mission and strategic plan of the university and whatever methodology they 
choose has to include high quality general education, a wide range of high quality majors 
to undergraduates, and the fact that UH is a world class research institution.  VC Cutshaw 
added that any of the models enhances transparency in the budgeting process in terms of 
how things are allocated and the reasons why.  Regent Kudo said the answer to the 
allocation may lie in the strategic plan as it is tied to goals, so there is a basis for 
allocations.   Chancellor Bley-Vroman indicated that the advantage of a hybrid plan is 
having both revenue and mission-based objectives, with some executive decision based.  
 
 Vice Chancellor for Academic Affairs Reed Dassenbrock said the current Mānoa 
strategic plan expires in 2015 and they are looking at developing a new one.  They have 
a WASC interim report due March 15, 2015, and as part of that submission they will be 
outlining where they are with the plan.  In the past there had been a Mānoa plan and a 
Systems plan and they are focusing on the simple idea of adopting four system strategic 
directions and adapting them to Mānoa, with two major initiatives for each system 
strategic directions.  The document is under review, and when it is done it will be clear 
what the metrics will be and there will be someone in charge who has administrative 
responsibility for this area; they are trying to get it articulated both with the system and 
themselves.  Regent Kudo said there are limited resources and he hoped the strategic 
plan will prioritize items and serve as a basis upon which the budget is founded and 
allocations are based.  VC Dassenbrock said they hope to have a new budget model in 
place and strategic plan in place by the end of the spring semester. 
 
 Committee Chair Sullivan requested that a progress report on the draft model be 
provided to the committee in January 2015. 
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1. Review of Quarterly Financial Report for the period ending September 30, 2014 
 
 VP Todo indicated that during his tenure with the university he had worked with the 
board to put a lot of things in place for the betterment of the university and its students.  
He was happy to have Kalbert Young as his successor and said he would assist him in 
whatever way he could to continue the work. 
 
 Committee Chair Sullivan thanked VP Todo for his service and recognized Kalbert 
Young, the incoming VP for Budget & Finance/CFO seated in the audience. 
 
 VP Todo explained that the new form of the financial report being presented is a result 
of discourse with the board, and has required a change in thinking and behavior by the 
campuses and the units themselves.  He said the information on this report was taken 
from the Kuali Financial System (KFS), and without KFS it would be difficult to pull 
together a report like this because the previous system had no way to keep track of both 
the budget and the financials. 
 
 VP Todo shared a summary page entitled “University of Hawai‘i - FY 2015 Quarterly 
Financial Report, Summary of Unencumbered Cash by Campus as of September 30, 
2014” (see Attachment 2).  He indicated the information in the materials was the same 
information, but was for FY 2014.  He said the FY 2014 information was included on the 
summary page so the committee could compare it would FY 2015.   He highlighted the 
comparative levels of unencumbered cash to reserve targets.  He noted that the key 
funds for Mānoa were GF and TFSF which make up the operating funds.  He explained 
the most revenue comes in the fall and the beginning of spring, so even though a spike 
will be shown in September, the monies will be spent over the course of the year; which 
was reflected in the $91 million the year before being $71 million this year due to 
spending down of those reserves.  He said the GF has to be spent at year end, so the 
$71 million showing for Mānoa is expected to be much lower by year end.  
Unencumbered cash for UH-Hilo is up $2 million; UH-West O‘ahu is also up due to more 
GF funding from the Legislature; the community colleges are stable; and the system is up 
$1.4 million from a deficit of $2.2 million. 
 
 VP Todo then shared a summary page entitled “University of Hawai‘i - FY 2015 
Quarterly Financial Report for Special and Revolving Funds, Revenue by Campus for 
Period Ending September 30, 2014” (see Attachment 3).  He said revenues for Mānoa 
are consistent and the projected revenue is based on the 7% increase; UH-Hilo was 
consistent; UH-West O‘ahu is consistent, but has more in total due to funding from the 
Legislature; the community colleges are consistent; and the system is consistent in total, 
but there are spikes because of the timing of expenditures. 
 
 VP Todo also shared summary pages entitled “FY 2015 Quarterly Financial Report for 
General, Special and Revolving Funds, Expenditures/Transfers by Campus for Period 
Ending September 30, 2014” for each campus (see Attachment 4).  He noted that all GF 
expenditures were spent on personnel.  He said Mānoa had spent 25% in projected GF in 
the first quarter and spent 41% in TFSF in the first quarter compared to 25% in actual GF 
expenditures the year prior.  He reiterated that the units have been instructed to stay 
within their actual allocated budget instead of projected amounts.  This summary page 
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indicates that Mānoa units are spending more than what was allocated, with part of the 
reason being the 50% payback to faculty in the first quarter.  He said VC Cutshaw was 
reviewing this and would be going back to the units to find out what expenditures are 
really needed for the year, but it was probable that this amount was understated.  He 
added that other current expenditures may have the same issue of the projection being 
overly optimistic, but to a lesser degree. 
 
 Regent Matayoshi said it would be more helpful to have a budget by quarter, budget 
to actual, and variance.  VP Todo responded that would be a goal they could look into, 
and suggested that looking at last year’s figures would be helpful to give context.  He said 
they could gather data for actuals this year and compare them to last year on a quarterly 
basis and then adjust the quarterly forecasts.  Chancellor Bley-Vroman indicated that 
comparing the actual for this year’s quarter compared to the same quarter last year is the 
most informative thing to look at, and since KFS does not allow input by quarter, they 
could instead look at the percentage difference between this year and last year to see if 
there were trends. 
 
 Committee Chair Sullivan said President Lassner committed to adopting an operating 
budget in May 2015 because the desire has been to actually have a financial report 
showing budget to actual figures, and the first step is to have a budget.  She indicated 
they were expecting an operating budget sometime post-May, which will be integrated 
into the financial reports. 
 
 VP Morton said programmatically they do most of their budgeting by semester 
because of course committals.  There is a difference between fall and spring that gets 
reflected in budget plans, but they do not look at it on a monthly basis because once the 
course starts it is no longer an expenditure item because they have committed it.  
Chancellor Bley-Vroman added that the largely instructional units operate this same way. 
 
 Regent Nielsen agreed with Regent Matayoshi that some sort of budget is needed 
and concurred with it being provided twice a year.  She asked how debt service was 
reflected in the budget.  VP Todo responded that he could provide the exact number, but 
to some extent reflected in “other funds” because debt service generally gets paid by the 
revenue undertakings fund, which is part of the non-GF and not TFSF.  VP Todo 
indicated that a rough interest estimate would be 5% of $600 million, or $30 million. 
 
 Regent Matayoshi indicated the committee had been requesting a breakdown of the 
“Other Current Expenditures” category.  VP Todo responded that they could provide more 
detailed information on the actual numbers but noted that the budget data is not currently 
being input into KFS that way and is being done at a higher level.  If they decide to go 
that direction it would be a work in progress to get the information input at a more detailed 
level.  He added that 60% to 70% of expenditures are salaries and wages.  KFS only 
provides budget information on an annual basis and does not information on a quarterly 
or monthly basis because it is a financial management system and not a budget 
development system. 
 
 Committee Chair Sullivan said this had been a work in progress and was reviewed by 
the committee in July, and even though it is difficult with KFS they need to keep working 
on it.  She noted the differential for Mānoa on tuition looked like an increase of $8.4 
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million and asked if the funds allocated to units were based on the increased tuition 
amount, which one would think would help with the losses.  VC Cutshaw said they have 
overexpended in the Mānoa central office due to collective bargaining and utilities, so the 
differential is covering the $5 million to $6 million cost of utility increases.  She added that 
no additional tuition dollars have been allocated to the units. 
 
 Regent Kudo said that just because KFS is new and has limitations, the numbers 
should still be available.  VP Todo responded that the actuals are all available and can be 
broken down into whatever granularity the committee would like, but the budget input is 
done at a higher, less detailed level. 
 

V. ADJOURNMENT 
 
 There being no further business, upon motion by Chair Moore, seconded by Regent 
Matayoshi, and with unanimous approval, the meeting was adjourned at 3:48 p.m. 
 

 Respectfully Submitted, 
 
 /S/ 
 
 Cynthia Quinn 
 Executive Administrator and 
    Secretary of the Board of Regents 


