MINUTES OF THE
HIGHER EDUCATION APPROPRIATIONS SUBCOMMITTEE
TUESDAY, JANUARY 10, 2005, 9:00 A.M.
Room W020, West Office Building, State Capitol Complex

Members Present: Sen. Greg Bell, Co-Chair
Rep. Kory M. Holdaway, Co-Chair
Sen. Dan Eastman
Sen. Carlene Walker
Rep. Sheryl Allen
Rep. David Clark
Rep. Bradley Daw
Rep. Margaret Dayton
Rep. John Dougall
Rep. Susan Lawrence
Rep. Scott L. Wyatt
Rep. Patricia W. Jones
Rep. Carol Spackman Moss
Rep. Lawanna“Lou” Shurtliff

Members Excused: Sen. Peter Knudson
Sen. Patrice Arent

Staff Present: Spencer Pratt, Senior Legidative Fiscal Analyst
Jonathan Ball, Legidative Fiscd Analyst
Rolayne Day, Secretary

Public Speakers Present: Commissioner Richard Kendell
Kevin Wdthers, USHE
Pres. Stan Albrecht, USU
Dr. Michadl Peterson, Executive Dir., UEN
Pres. Michael Young, UU
Pres. Steven Bennion, SUU
Wes Curtis, Legidative Liaison, SUU
Dr. Norm Tarbox, VP Admin. Services, WSU
Pres. Cynthia Bioteau, SLCC
Pres. William Sederburg, UVSC
Pres. Lee Cadwell, Dixie State College
Pres. Michael Benson, Snow College
Pres. Rob Brems, MATC
Vice Pres. Jared Haines, UCAT

A list of visitors and a copy of handouts are filed with the committee minutes.
Committee Co-Chair Holdaway called the meeting to order at 9:23 am..

1. Wecome and Introductions—Rep. Holdaway welcomed everyone to the meeting and gave a specia
welcome to Rep. Dougall, a new member of the committee. Commissioner Richard Kendall introduced
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himself, institutional presidents in attendance, and other representatives from various institutions, and then
committee members introduced themselves.

2. Approval of minutes from the November 10, 2005, meeting—There were no minutes to approve.

3. Discussion of FY 2007 Base Budgets—Fiscal Anayst Spencer Pratt discussed a handout showing key
budget issues for the 2006 General Session. Rep. Holdaway said that the FY 2007 budget is not set. The
base budget hill should be available at the first of the session to provide a starting point for discussion.
There will be plenty of time to discuss changes and for additional budget priorities in higher education.

Mr. Pratt discussed issues and recommendations to the base budget (Tab 5 in the Budget Book). He
noted that the total dollar figures shown are distributed throughout the schools for various items like the
Engineering and Nursing Initiatives. Mr. Pratt recommended that the base budget be adopted as a start
to the process. Page 3 shows historical and actual data with the first blue column identifying tuition
revenue. Page 3 also shows appropriations for 2006, changes to the revised 2006 appropriation, and the
base budget for 2007.

The Anaysts budget recommendations are given in the Budget Book for each institution, and some
additional money is recommended for consideration. However, no additional funding has been alotted
by the Executive Appropriations Committee, so no funding is figured into the budget for those items. In
general, O&M for new buildings is recommended, and some funding is recommended for specific
projects to improve student success. If the Andysts base budget recommendations are adopted,
appropriations would be flat with last year's budget.

Rep. Holdaway said the Higher Education Committee needs to decide if last year's base budget is
appropriate; if not, how should it be adjusted. Even though there might be a bill ready on Monday morning,
he understood that no action would be taken until the tenth day of the session. Additional funding will be
discussed for the remainder of the session meetings.

Commissioner Kenddl referred to handouts distributed to the committee containing information on the
base budget, the 75%/25% issue, and the Board of Regents' expenditures. There are also several
handouts on faculty salary retention money, the Engineering Initiative, and a summary of the base budget
with on-going appropriations, supplementals, program adjustments, and onetime increases.

Commissioner Kenddl discussed a chart showing revenue sources for the USHE. About 64% of the
budget comes from State Tax funds, so some institutional revenue is not included in the chart (e.g. the
University Hospital). Roughly 82.5% of the funds are for compensation. Travel, equipment, and fuel and
power expenses are included as are transfers (money appropriated to the Board of Regents and then
flows through to the institutions) so that they don't double count the funds. Rep. Holdaway asked why
compensation has gone up so significantly. Commissioner Kenddl said it looks like alot this year as they
are trying to catch up salaries, but that won't happen every year. Rep. Dougall asked for copies of salary
benchmarks for institutions around the nation. Commissioner Kendall agreed to get that information.

Commissioner Kendal discussed expenditures for O&M, scholarships, ingtitutional support, student
services, academic support, public services, research, and instruction. A handout compared FY 04-05
actual and FY 05-06 budgeted expenditures. Rep. Lawrence expressed concern that the scholarship
amount was cut more than haf over the last year. Commissioner Kenddl said need-based ad wasn’t
funded as high as they had hoped, so funds were redirected for scholarships. FY 05-06 on-going new



Minutes of the Joint Higher Education Appropriations Subcommittee
January 10, 2006

Page 3

funds ($41.1 m) were used for budget corrections, USTAR, financial aid, Jobs Now, USHE initiatives,
fuel and power, facilities, and mostly for compensation increases. One-time increases were used to move
agricultural facilities at USU and some money went to the Nursing and Engineering Initiatives, financial
aid, prison education etc.

Commissioner Kendell discussed the actual and budgeted spending for employees including faculty, staff,
executives, teaching assistants, and adjunct faculty. Rep. Lawrence asked for statistics on support staff
salary increases. Commissioner Kenddl said higher education indexes the support staff with State
employees and others in comparable jobs. Each institution looks at its own job market to determine
salaries, and he feels staff salaries are comparable to local markets.

Rep. Dougall asked what the strategic and tactical objectives of the USHE are and how the funding
process helps or hinders the mission. Commissioner Kendall said the main mission is to educate people
who want to improve their lives and earn a living to sustain a family. Secondly, higher education is one
of the star economic players in this state and in every community. Rep. Dougall asked what criteria he
should use to judge the value of the State's investment. Commissioner Kendall said he can look at the
number of graduates and the quality of their preparation. A number of studies have shown the benefits
to states that have a highly educated workforce. Higher education is always a major player when states
works to improve the qudlity of life through economic rejuvenation. Commissioner Kendall referred
committee members to the Engineering Initiative report (handout) as an example.

Sen. Bell said each institution was charged to develop performance measures that show how well they
are doing. Some measures are unique, but the Legislature asked for some uniformity to help them
understand and compare. Rep. Jones noted that Utah has a high graduate retention rate, and that a high
school education is not enough to build a family nor prosperity for the state. Commissioner Kenddl said
R&D money in higher education also contributes to the economy. Sen. Walker asked if the USTAR
Initiative funding was included in the funding reported by the Commissioner. Commissioner Kenddl sad
it is part of the same concept, but it is not part of the higher education budget so it was not included.

4. Reports from USHE institutions regarding additional funding received for FY 2006

Utah State University Pres. Stan Albrecht sad that even with a 2.4% compensation increase, USU
faculty salaries continue to fall behind peer institutions (21.2%) and about 25% behind for staff. If
benefits are included, the difference isn't as great. He said that quality faulty and staff are the lifeblood
of an institution. Retention funding given to 75 employees at dl levels made a big difference in retaining
faculty and staff.

USU used O& M funds for approved building projects and fuel and power money to address the deficit.
On-going Engineering Initiative funds were used to hire four new faculty in engineering-related fields,
and one-time money was used for computer science and engineering lab equipment. Relocation money
was used to move the agricultural facilities away from development areas. USU has completed a master
plan, determined a site for the new, multipurpose facility, and moved some structures. They are asking
for the second $5 million to finish the project.

USTAR Economic Development Initiative funding allowed USU to recruit and hire a world-class microbe
biotechnology research team. They are screening other researchers with focus on microbe, nutrition, and
robotics. Pres. Albrecht discussed funding for the Climate Center and Weather Database that continues
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to receive national recognition. He said the State's commitment is what makes coming to Utah so
attractive to the researchers because many of them are working with soft funding.

Utah Education Network Executive Director Dr. Michael Peterson said UEN receved one-time money
for on-going projects. The money was used to make improvements to the network backbone and to the
networks throughout the state. They cannot make additional improvements until on-going funding is
secured. UEN also received $800,000 to support the second step of four to convert the EDNET system
to IP video. Conversion is moving from the periphery of the state to the center, with a number of sites
already converted. They are currently working on the southwest and extreme north of the state.

Analyst Jonathan Ball wholeheartedly supports improvements to the network that alow rural communities
many educational opportunities they would not otherwise have. UEN currently supports three types of
infrastructure—analog (old), digital (new), and satellite (very expensive). Mr. Bdl suggests redirecting
satellite technology to the digital circuits over time as a base budget adjustment.

Mr. Ball said that before FY 2003, UEN was primarily funded with income tax revenue. During a severe
downturn in the economy in FY 02-03, funding was shifted to the Genera Fund to protect public
education. Since that threat is gone, Mr. Ball suggests shifting UEN funding back to income tax (see Tab
17, page 2 of the Budget Book). Rep. Jones said the downturn may recur, and that could be a problem
for UEN. Mr. Bdl sad that General Funds can be spent on anything, so he feels that this move would
make UEN funding safer if that should happen.

University of Utah Pres. Michagl Young said the compensation package at the UU came to about 3.2%
and was merit based for faculty and staff across the institution. Retention funds were critical since 35.5%
of the faculty had received firm offers for new positions over the last year. The UU held back some
retention funds until fdl for counteroffers. Many faculty would have taken a significant amount of
research funding with them had they left. Fuel and power funding was critical, and they are making
considerable conservation efforts—saving approximately $1 million—but that alone isn't going to solve
the problem. The average cost for natural gas went up 35-40%, but that wasn't as bad as the nearly 60%
increase the previous year. O&M went to two new buildings on the Hedth Sciences Campus that have
significantly impacted the clinical capacity for nursing, pharmacy and medical students.

The UU hired 29 new faculty with Engineering and Nursing Initiative funding, resulting in a $15 million
increase in research funding and more graduates. A PhD. graduate program for nursing professors was
also developed. Range Creek funding was used to increase the number of students to help with the
project, to move the manager’s position to full-time, and to improve the infrastructure. Pres. Young also
discussed funding for the Museum of Fine Arts and the Marriott Library.

USTAR money focused on neuroscience and information technology with significant success in hiring
a leading scientist who works on Alzheimers and another leading scientist who researches aging of the
brain; other negotiations are in progress. Pres. Young noted that information technology will have a
specific emphasis on homeland security.

Rep. Clark said the indtitutions were asked to come back this year with similar outcomes measurements.
Rep. Holdaway said the direction for this meeting was to give a summary of the base spending.
Outcomes measurements will be heard in a later meeting. Pres. Young said it is challenging to come up
with a common outcomes matrix because institutional missions are so different. Common outcomes
measurements often mask what is really sought. The best way to see progress is to measure the schools
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against peer indtitutions with like missons, goals, students, etc. so that both input and output
measurements are valid. Rep. Allen asked where the UU would put additional USTAR funding. Pres.
Young said there are carefully-mapped-out plans for five areas.

Southern Utah University Pres. Steven Bennion introduced Wes Curtis, SUU's new legidative liaison.
Pres. Bennion said SUU took a calculated risk when tuition was raised substantially a couple of years
ago. Hefetiswasaquality issue, and if they didn't raise tuition that much, SUU would suffer. The year
they decided to make the change, tuition was $1,732 a year; this year tuition is $2,832. Tuition at SUU
is gill $300 below other regional universities. Tuition money has gone to student support, enhanced
summer school offerings, and salary supplementation to keep faculty (salaries are ill 17% below peers
for both faculty and staff). Housing costs have almost doubled in the area in the last two years, and that
makes it challenging to recruit and retain faculty and staff. Pres. Bennion discussed O&M for the
Teacher Education Building and fuel and power funding, and then detailed the Engineering and Nursing
Initiatives. Second tier tuition modestly supplemented salaries and created new positions for faculty and
staff; some of those funds were used as a match for the Nursing and Engineering Initiatives.

Weber State University Administrative Services Vice Pres. Norm Tarbox said Pres. Milner was mesting
with WSU's Board of Trustees and asked to be excused. Dr. Tarbox distributed a handout showing WSU
expenditures for FY 05-06. Enrollment at Weber has grown rapidly since 1998, the largest single
expansionary period in its history. They rely on adjunct instructors, but need more money to bring down
the full-time to adjunct ratio.

Weber started a new RN program in Davis County that added 30 additional nursing slots. Dr. Tarbox
discussed funding for heath and dental increases, salary increases, and fuel and power. Unlike other
institutions, fuel and power has stayed in the black at Weber, but this spring will show a deficit unless
one-time money is given. O&M money was used for the Davis Campus and Lampros Hall, and an
Internal Service Fund adjustment for property and ligbility insurance rate adjustments was made. Weber
received about $870 million to correct deficiencies created while it was growing without funding
increases, and almost all salary retention funds were spent on faculty.

Sdt Lake Community College Pres. Cynthia Bioteau said a comprehensive community college is essential
to the economic viahility of the state. SLCC focuses on a mission that trains the workforce for today and
for the future. Mission components include areas such as open-entry/open-exit and short-term intensive
training as well as academic and vocational certificates and degrees. The greatest problem for SLCC is
compensation competition with business and industry for qudified faculty and staff. Employees are
sometimes offered double their SLCC salary to go to other jobs. SLCC used retention money to retain
staff. Faculty salaries continue to lag 23.7% behind peer institutions. Differential funding money was used
for fuel and power shortfalls, library enhancements, one faculty in digital media production, .5 faculty in
welding, an IT power infrastructure upgrade, on-line employment software/maintenance, institutional
lease/contract increases, and a mail services operating budget shortfall. O&M funding was used for the
Miller Corporate Partnership Center. Nursing Initiative money alowed hiring of one new nursing faculty,
other staff to enhance the program, funding of an operating budget shortfall and faculty stipends for
increased work loads. There are 428 students enrolled in the Nursing Program, and 409 in the pipeline
who have met the requirements. In addition, there are 3,460 students in the Hedlth Sciences major who
hope to get a spot in Nursing or Dental Hygiene. The Engineering Initiative is extremely successful with
601 students in the program and 400 students in computer technologies who will transfer to one of the
four-year ingtitutions upon graduation. Reserve funds are being used for an adjunct faculty salary
increase. SLCC likes a 50/50 balance of adjunct/full-time faculty, but right now, 67% are adjunct.
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MOTION: Sen. Walker moved to recess until 2 p.m.
Co-Chair Holdaway recessed the meeting until 2 p.m.
Co-chair Holdaway reconvened the meeting at 2:26 p.m.

Utah Vdley State College Pres. William Sederburg said UV SC has a planning, budget and accountability
(PBA) process as an ingtitutional commitment to accountability. Last year's compensation appropriation
was spent for a 2.5% base salary, an hourly rate increase, and the medical and dental insurance rate
increases. Retention funding targeted mission-critical areas of nursing, technology and engineering. O&M
money was used for 11 facilities staff positions. UVSC is in the fina implementation stages of the ESCO
project for energy conservation improvements. Nursing Initiative funding was used to increase the
number of nursing students. Pres. Sederburg also discussed funding correction money and funding to
manage enrollment; develop, retain and attract exceptional faculty and staff; add new academic degree
programs; enhance libraries; and to purchase instructional equipment and classroom technology. UV SC
also used funding to promote a consistent positive image and awareness of UVSC and to expand and
reallocate institutional resources. In all cases, money was spent according to PBA outcomes.

Enrollment has dropped 6% to 7% this year at UVSC. Pres. Sederburg said this is a system issue
because of a strong economy. UV SC also imposed new access requirements that could have affected
enrollment. Sen. Bdl said the argument when enrollment goes up is that ingtitutions need more money;
so theoretically, when enrollment goes down, institutions should need less money. Pres. Sederburg said
it would be preferable to fund a student for a class they are taking regardless of the institution they
attend. Enrollment increases at UV SC came when the Legislature couldn’t fund the growth, so they dealt
with the increases. While there has been a smdl enrollment drop, it won't last long. Sen. Bell said
perhaps the Committee should charge the Regents to look at funding on a system level because legidators
are frustrated. Pres. Sederburg said adequacy and equity affect funding in Utah. The biggest problem
for Utah is adequacy because we are behind other states in terms of funding. There is a huge number
of students in public education that will come to higher education in the next few years. He would like
to see a certain amount of money come in for a student as a base amount. Utah is aready low on salaries
in a national market, a position that is difficult to sustain over a long period of time and still remain
competitive. The number of Utah students going to college is dropping and is aready way below the
national average. Per capita income isfalling and the quality of the students coming out of K 12 is fdling
further and further behind.

Dixie State College Pres. Lee Cddwell expressed appreciation for the salary increase from last year.
Fuel and power funding reduced the deficit by about one-third at Dixie. O& M was used to replace tuition
money that was being used to operate and maintain a new building. That tuition money was then used
for adjunct faculty. Retention money was used to keep one nursing faculty. A different nursing faculty
quit for double his teaching salary at a hospital. Rep. Shurtliff commented that housing costs have risen
35% in the last three years in Washington County.

Snow College Pres. Michagl Benson said compensation increases went a long way for retention of
faculty and staff. Retention money was used to retain 6 key faculty and 13 staff. Snow has beefed up
ingtitutional research to show outcomes assessment. Physical facilities money was used to mitigate fuel
and power deficits and O&M. They also used funding for the Engineering Initiative to double the number
of engineering students and to increase the number of engineering graduates by 25%. The Nursing
Initiative has meant alot to the communities Snow covers. Funding was used to solidify the LPN program
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in Ephriam and to create a new LPN program in Nephi. These enhancements doubled the number of
LPN students.

Pres. Benson highlighted some of Snow’s accomplishments including an agreement between Snow and
Juilliard for student and faculty exchanges, and six new faculty members in English, communication, math
and business. He noted that Snow had the largest incoming freshman class this year.

College of Eastern Utah Provost and Academic Vice Pres. Mike King said Pres. Ryan Thomas asked
to be excused because he is a commissioner for the Northwest Association of Colleges and Universities
and has meetings in Seattle. Mr. King said retention funds were used in a variety of ways to keep
employees in student services, to provide additional professional development money for select faculty
members, with a portion held in reserve to counter offers made to faculty by competing colleges.
Engineering Initiative funds were used to increase the number of students in engineering programs and
to hire a new faculty. One-time funds will be used to upgrade labs and equipment. Nursing Initiative
funding was used to expand programs in both Price and Blanding and to recruit new faculty. They are
aso helping one Blanding nursing instructor to complete a Nursing Masters' Degree to meet accreditation
requirements. One-time funds have been used for equipment in the nursing lab in Blanding and to upgrade
the Price nursing lab facilities. CEU leveraged legidative funding to obtain a grant from the Department
of Labor ($2.7 m) to develop an energy training center that is important to the Price area. Legislative
funds are being used for a director, to build the training organization, formalize training contracts,
purchase lab equipment, train faculty, and to develop curriculum.

Utah College of Applied Technology Pres. Rob Brems (MATC) said UCAT has had a great year with
Darrell White as president. Pres. Brems said use of base budget funding includes transfers, equipment,
fuel and power, current expense, travel, and compensation. FY 05-06 funding was used for compensation
and to retain 135 faculty and staff. Membership hour growth required hiring additional faculty and staff
for both secondary and post-secondary students. O&M funding was used for a new building at
Bridgerland and for leases for Dixie (a building and a garage), Salt Lake Tooele (three buildings), and
Mountainland (a new campus in Spanish Fork). Other new funding is being used for the Nursing Initiative
and administrative costs for Dixie ATC to expand its support staff.

Jobs Now has helped to expand 21 high-wage, high-demand programs in al regions resulting in an
additional 546 students since July 2005. So far, 197 of those students have received a job in the training
fidld. Mr. Brems noted that high paying job pay varies from region to region with an average of $14 per
hour. One-time funding is being used to develop a student information system that will collect data and
create reports for dl nine campuses. Commissioner Kendal said the UCAT system will be compatible
with the Banner data system in higher education, and there are pretty good levels of compatibility across
the system. Even USTAR and PeopleSoft will hook up with Banner so al information can be mined.

5. Report from Commissioner Kendal regarding additional funding received for FY 2006—Commissioner
Kenddl said administration at the Regents Office includes the Regents, the Commissioner’s Office, the
Utah Education and Savings Program, the Utah Higher Education Assistance Policy and financial ad and
loans; about 210 FTE. He briefly discussed the base budget, most of which is transferred to other
institutions. Money is distributed as per line items and/or legislative intent. Rep. Clark asked when CEU
will have findly addressed its financial problems. Commissioner Kendal said there is no mismanagement
of funds, the management letter that accompanied the recent audit is from long-standing issues. One
problem is that CEU doesn’t have someone on staff to overcome the problems. CEU is also losing
enrollment and thus funding, but are trying to make things work. Internally, the scholarship fund is upside
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down. If they cut back, the account could come into balance, but if they cut back on scholarships, they
lose students. Commissioner Kenddl has discussed partnerships with USU, for example, that could hep
with some of the problems. They are also discussing a possible merger between CEU and the Southeast
ATC. CEU competitors include public education, distance education, and the ATC. These are painful
issues, but they need to be addressed and a plan set in place because the status quo is not acceptable.
When you cut funding, you lose students and when you lose students you cut revenue. Rep. Clark said
if CEU can't make it work, Commissioner Kendall should take action. Commissioner Kendall agreed, and
said he is working with CEU to address the issues and there should be a plan in place by June 30.

Rep. Clark discussed an audit regarding post-retirement recommendations in higher education. As he
read that and the reply from the University of Utah, he feels there is an obligation to follow through with
promises. Commissioner Kenddl said they are dramatically at odds with the auditor because, first, there
are no post-retirement benefits in higher education. Higher education does not have an early-retirement
program, so any early-retirement incentives are negotiated case by case and will be budgeted for. They
view it as a management tool to give incentives to someone to retire.

Rep. Allen asked for areport of UESP at a later meeting.

Rep. Dayton spoke in support of the work that Pres. Thomas has done at CEU. She said that eiminating
the school because of earlier mismanagement and poor leadership is not an appropriate way to dea with
the problem. She feels CEU should have time to solve the problems on their own first. Commissioner
Kendd! said his intent is to develop partnerships that could help CEU be more effective, not to eiminate
the school. The intent is to address the issues and to strengthen the institution. Commissioner Kendall said
one pressure/competition is that students in public education take concurrent classes for free when they
would otherwise take those classes at CEU. The ATC relies on CEU for some infrastructure support,
so that is also a competition that weakens CEU.

Sen. Bell asked if the committee is comfortable with the process suggested by leadership to have a base
budget from the Higher Education Subcommittee by Monday and have it passed through the two houses
by next Wednesday. Rep. Moss asked what the rationae is for taking the vote up front. Sen. Bell said
that the work was done to the base budget last year. The Higher Education Subcommittee can make
changes, but most of it will probably remain the same. The commitment from the Executive co-chairs is
to honor what the subcommittees decide. The rest of the time will be spent on increments above the base
budget. Rep. Holdaway said he senses that the committee members are happy with the base budget and
the commitment from the ingtitutions and that the co-chairs can present last year’s base budget with little
or no change including UEN’s $1.3 on-going. Rep. Holdaway said if the base budget is adopted, it could
dill be changed any time until subcommittee meetings have finished. Rep. Holdaway said he would take
the recommendation back to the Executive Committee co-chairs that the Higher Education Subcommittee
is satisfied with the base budget at this point.

MOTION: Rep. Allen moved to adjourn.
Rep. Holdaway adjourned the meeting at 4:27 p.m.
The remaining item on the agenda will be held until another meeting.

Minutes were reported by Rolayne Day, Secretary.



Minutes of the Joint Higher Education Appropriations Subcommittee
January 10, 2006

Page 9

Sen. Greg Bdl, Committee Co-Chair Rep. Kory M. Holdaway, Committee Co-Chair



