ARIZONA HOUSE OF REPRESENTATIVES
Fifty-first Legislature — Second Regular Session

COMMITTEE ON HIGHER EDUCATION AND
WORKFORCE DEVELOPMENT

Minutes of Meeting
Wednesday, January 29, 2014
House Hearing Room 1 -- 10:00 am.

Chairman Dial called the meeting to order at 10:07 am. and attendance was noted by the
secretary.

M ember s Present
Ms. Alston Mr. Saldate Mr. Orr, Vice-Chairman
Mr. Coleman Mr. Thorpe Mr. Dial, Chairman

M ember s Absent
Mr. Larkin (excused) Mr. Stevens (excused)

Committee Action

None

PRESENTATIONS

Arizona Board of Regents

Eileen Klein, President, Arizona Board of Regents (ABOR), gave a powerpoint presentation,
stating that Arizona has three different institutions and each is equally important. The
universities do not want to compete with one another but do want to be able to compete with any
other state or country. The competitive plan for Arizonas universities includes the following
godls:

Promote student success and learning
Increase educational attainment
Double research activity

Impact Arizona

President Klein added that in order to achieve these goals, it is necessary to determine whether
the financial model supports success. Following past budget cuts, it became clear that a new way
is needed to fund universities going forward. In 2009, the universities moved from a funding
model based on student growth and inputs to a performance funding model. ABOR is requesting
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$107 million to transition to performance funding and asking for consideration of bonding
$1 hillion for construction of new research facilities at the three universities. She pointed out
that bonding of $450 million in 2003 was very successful and resulted in 100 spinoff companies
from two of the universities. She noted that ABOR has a few other agenda items this session:

e A bill introduced last year to streamline the process of moving ideas, inventions and
business propositions from university ventures to the marketplace did not make it out of
the Senate. Senator Kimberly Y ee agreed to sponsor the bill this session.

e A modernization bill to clean up annoying statutes, eliminate burdensome reporting
requirements and identify areas where operationa efficiencies can be achieved in the
short- and long-term, to reduce costs and liberate funds for academic programming.

President Klein responded to questions relating to designing the formula for performance
funding, base funding for the universities, the past and present bonding request, comparison to
private universities that do not receive state funding, engaging with the business community and
teaching students to be respectful.

University of Arizona

Ann Weaver Hart, President, University of Arizona (UA), reviewed handouts relating to Never
Settle — The Strategic Academic and Business Plan for the University of Arizona and ABOR 2020
Goals (Attachment 1) and Invest in the University of Arizona: Invest in Arizona (Attachment 2).
She stated that the mission of the UA is to continue to be a national leader in the super land
grants. UA has two medical schools, one in Phoenix and one in Tucson, which is very unusual
and a commitment to the future of the quality of health in the communities. It is aso one of the
premier research universities among public universities in the U.S. and determined to remain in
those ranks. She noted that the $15 million of mission critical funding in the ABOR budget
proposal is absolutely critical for the UA to be able to achieve its goals. She discussed a new
initiative called Tech Launch Arizona and recent successes, as well as the
Cooperative Extension, which provides servicesin every county and city.

President Hart responded to questions concerning border training initiatives, military and border
education and training, the veterinary medicine program, return on investment and reinvestment
in the university from businesses that are jJump started and create patents.

Vice-Chairman Orr remarked that President Hart has brought a sense of purpose and stability to
UA, as well as dedication, excitement and purpose among the staff. She also reached out to the
business community, which applauds and supports her. President Hart responded that statewide
support from the business community has been extraordinary.

Northern Arizona University

Dr. John Haeger, President, Northern Arizona University (NAU), noted that NAU is 111 years
old. Current enrollment is over 27,000 students, with a research-based campus in Flagstaff and
30 other sites around the state, often on community college campuses. NAU has a distinct
campus in Yuma in partnership with Arizona Western College and a campusin NAU-Y avapai in
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partnership with Yavapa College. He discussed student success and affordability at NAU. He
noted that there is a specific research mission on the Flagstaff campus.

President Haeger stated that the Governor's budget made important steps to improve the state's
fiscal position and in terms of finishing the parity closeout among the three universities. The
three university presidents worked diligently with President Klein to submit a budget that reflects
the interests of all of the institutions, but the UA did not receive much attention in the Governor's
budget when it has the same needs as NAU and ASU.

He related that the idea of performance funding isnot new. The performance funding model the
universities developed is based on the metrics developed for the University Enterprise. He
discussed the performance of two of the metrics from NAU relating to Science, Technology,
Engineering and Mathematics (STEM) graduates and programs for alied health professionals.
He added that performance funding works and the state and universities need to fund what is
measured.

Vice-Chairman Orr assumed the Chair.

Mr. Thorpe remarked that he is a Flagstaff citizen and very proud of NAU. He noted that
Arizona pays hundreds of millions of dollars to testing organizations and book and program
publishers for the K-12 system when other states are reaching out to university systems to take
on that role.

President Haeger noted that the Members were provided with a handout containing facts and
figures relating to his testimony, Highlights About Northern Arizona University (Attachment 3).

Chairman Dial resumed the Chair.

Arizona State Univer sity

Michael Crow, President, Arizona State University (ASU), discussed the establishment of ASU
and the Legislature's constitutional duty to invest in the university system. The citizens asked
the university, in the spirit of the constitutional design, to determine how to produce 25,000
world-class college graduates per year and carry out $700 million per year of funded research,
which is the highest level of funded research carried out by a university without a medical school
in the country, at the lowest cost possible and the highest level of efficiency. ASU produces
graduates at avery low cost and, after grants, the cost of attendance isvery low. Thisisdone by
operating in physical immersive environments in four principal sites where a large number of
programs are offered rather than a targeted number of programs because that is the breadth of
interest and needs of the state. There is a huge expense in offering these programs.

Presdent Crow discussed partnerships with TechShop in the City of Chandler,
Lake Havasu City, companies like Intel, the Mayo Clinic and venture capital firms in Arizona,
California, Chicago, London and other places. He recognized that the historical models of
funding universities on a per-student basis inconsistently did not work so the Legislature asked
ABOR to prepare a differentiated funding model, which is the performance model
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President Klein spoke about. He asked the Legislature to consider that new model or other
approaches if that model is not adequate.

Regarding the research infrastructure investment, President Crow acknowledged that the
indebtedness incurred in 2003 continues, but said it is also true that the return on investment has
been substantial.

President Crow noted that the universities were asked to do a number of things in the last few
years that have been accomplished or the universities continue to implement:

Expand community college access and transfer
Predictable tuition

Accessin rural areas

Become more efficient and more effective

He added that the request to the Legisature this year is to complete the parity funding issue,
build a new funding model and consider appropriations for unique facilities that allow the state
to become more competitive relative to the knowledge economy.

President Crow responded to questions concerning university funding in North Dakota, efforts to
deal with previous budget cuts and investment by the state for accessibility, investments to
expand research universities in Texas and Florida, the use of solar on ASU campuses and the
performance funding model.

Ms. Alston expressed gratitude to the university Presidents and President Klein for their work.
She said she hopes the unfairness to UA mentioned by Dr. Haeger will be recognized in the
Governor's budget and noted that she is disappointed because financial aid was not mentioned;
families and students from lower middle-class families also need to be considered.

Mr. Saldate said he brought a report to Chairman Dial's attention from the UA Center for Higher
Education that was compelling and interesting, which will be presented to the Committee.

Chairman Dial thanked the presenters and wished President Haeger the best of luck in his
retirement.

Without objection, the meeting adjourned at 11:53 am.

Linda Taylor, Committee Secretary
February 3, 2014

(Origina minutes, attachments and audio on file in the Chief Clerk’s Office; video archives
available at http://www.azleg.gov)
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