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

COMMITTEE ON APPROPRIATIONS
Minutes of Meeting

Wednesday, February 5, 2014
House Hearing Room 1 -- 2:00 p.m.

Chairman Kavanagh called the meeting to order at 2:09 p.m. and attendance was noted by the
secretary.

Members Present
Ms. Alston Mr. Kwasman Mrs. Ugenti
Mr. Campbell Ms. Mach Mr. Olson, Vice-Chairman
Mr. Gray Mr. Sherwood Mr. Kavanagh, Chairman
M embers Absent
Mr. Boyer (excused) Mr. Forese

Committee Action

None

BUDGET PRESENTATIONSBY THE JOINT LEGISLATIVE BUDGET COMMITTEE

Universities

Art Smith, Joint Legisative Budget Committee (JLBC), gave a presentation on the Arizona
University System JLBC baseline and Executive Fiscal Year (FY) 2015 budgets, which includes
the Arizona Board of Regents (ABOR), Arizona State University (ASU), Northern Arizona
University (NAU) and the University of Arizona (UA) (Attachment 1). He noted that the
universities have a proposal to bond for $1 billion in additional research infrastructure; however,
the JLBC baseline and the Executive budget do not include a recommendation for this policy
issue. In response to a question, he stated that the decision to provide the Trandslational
Genomics Research Institute (TGen) appropriation to the UA was made by the Executive Budget
Office. He clarified that the parity funding isincluded in the JLBC baseline.

Eileen Klein, President, Arizona Board of Regents, stated that during the economic downturn,
about $400 million was lost from university budgets that would likely not be returned, at least
not at the same level, so the presidents met to determine what funding model to utilize in the
future. In the past, universities were funded based on an enrollment growth formula, which did
not provide the necessary outcomes. During the 2009-2010 year, the Board set a strategic vision,
which is provided in the handout, Impact Arizona ACHIEVING 2020 (Attachment 2). The
regents and presidents devised a new formula by which to partner with the state and receive
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funds to move closer to those goals, which led to performance funding. A grant was obtained
from the Lumina Foundation to make that model work for all three universities, so for the past
few years, the universities have been utilizing a performance-funding formula that has worked to
some degree. The universities are appreciative of the state's support for that, as well as for
parity.

President Klein continued that there is more to be done, so this year, she and the presidents
focused on what is needed for the University Enterprise to succeed, which is the $107 million
proposal (Attachment 3). In order to transition to the performance funding model, it is necessary
to end parity. She expressed appreciation that the Governor's budget recognized the opportunity
to end parity, but after June 2014, there is no structure in place to give permanent ongoing
support to the universities beyond base funding, so the presidents are eager to work with the
Legidature and the Executive Branch on the performance model and at what level it can be
funded. She reviewed charts showing that the state is currently funding about one-third of
university operations, so tuition has risen in the last few years, in part to make up for the state
support that was lost, but also because there were 23,000 new students during the downturn,
which is not sustainable (Attachment 4). She addressed a question about how the universities
would adapt if the performance-based model is not funded.

John Haeger, President, Northern Arizona University (NAU), discussed NAU's role in the
university system, which has an enrollment of 26,200 students and campuses around the state
(Attachment 5). With state-based dollars over the last few years, NAU has been improving the
quality of education and ensuring that students progress through programs. In 2003, NAU
obtained $15 million in federal research expenditures; today that number is $30 million. TGen
North in Flagstaff is a spinoff so research does promote economic development (Attachment 5).
He asked that the Members consider the closing out of parity and performance funding, which
will change the model of the universities so they are operating on metrics. He cited two
examples of the impact of performance funding in Science, Technology, Engineering and
Mathematics (STEM) fields and health-related programs.

Ann Weaver Hart, President, University of Arizona (UA), indicated that the $15 million in the
budget proposal is critical to UA and will allow the university to be able to continue to have a
positive impact on the economy and fulfill its mission (Attachment 6). She identified seven key
areas of excellence in which the university has world class status or the potential of developing
that status:

Water and the arid environment

Space sciences

Defense and security

Popul ation health and health outcomes
Healthcare disparities

Precision health

Neuroscience

President Hart stated that the UA is the Southwest's premier research university with key
additional responsibilities of medical education in the allopathic medical field, the only school of
pharmacy in the state and its land grant contributions to the well-being of every county and every
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citizen. She added that all three universities need the state's support in funding for the betterment
of the future.

Michael Crow, President, Arizona State University (ASU), said ASU is a 75,000-student
comprehensive knowledge enterprise that is invested in by the government and operates with
business practices and tools to become as efficient, effective and impactful as possible. In
10 years, the number of students has doubled and research has had a four-fold increase, with a
faculty of about the same size. He stated that more than 95 percent of ASU graduates are
employed or in graduate school within one year of graduation into a market where college
graduates never exceeded five percent unemployment. The universities have been asked by the
Legislature, Governor and others to do the following:

Predictable tuition and low tuition increases

Produce more STEM graduates

More interaction with community colleges

More low-cost options to attain a bachelor's degree
Reduce the cost to the state to produce a college graduate
Excellence and accessibility

He opined that the universities are being responsive to those items. The Legidature asked the
universities to develop a new funding model because enrollment-based funding was ineffective.
The universities came up with performance-based funding, for which there is no budget
recommendation from the Executive or the Legislature. He responded to a question about the
economic impact of ASU.

Chairman Kavanagh acknowledged that 2009 to the present were "rocky" years for the
universities, which adapted. There will be discretionary increases in the budget and some will go
to the universities, although he does not know how much.

Debt and L ease-Pur chase Financing

Chairman Kavanagh stated that this presentation is being made a the request of
Representative David Livingston, who is present.

Jack Brown, Joint Legidative Budget Committee (JLBC), gave an overview of State Debt and
Lease-Purchase Financing (Attachment 7). He responded to questions regarding the debt
buyback provisions and debt retirement.

Without objection, the meeting adjourned at 3:30 p.m.

Linda Taylor, Committee Secretary
February 13, 2014

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