HOUSE FINANCE SUBCOMMITTEE
UNIVERSITY OF ALASKA
February 1, 2011
8:06 a.m.
8:06:24 AM


CALL TO ORDER

Chair Fairclough called the House Finance University of Alaska Subcommittee meeting to order at 8:06 a.m.

MEMBERS PRESENT

Representative Anna Fairclough, Chair
Representative Mia Costello

Representative Mike Doogan

Representative Bryce Edgmon

Representative Les Gara

Representative David Guttenberg

Representative Reggie Joule

Representative Mark Neuman

Representative Bill Thomas Jr.
Representative Tammie Wilson

MEMBERS ABSENT

Representative Bill Stoltze
ALSO PRESENT

Representative Sharon Cissna; Representative Scott Kawasaki; Patrick Gamble, President, University of Alaska; Michell Rizk, Associate Vice President, Budget, University of Alaska; John Pugh, Chancellor, University of Alaska Southeast; Wendy Redman, Vice-President, Statewide Programs, University of Alaska.
Budget Overview: The University of Alaska Subcommittee of the House Finance Committee

Chair Fairclough explained that the University of Alaska subcommittee consisted of all House Finance Committee members and that the purpose of the meeting was to hear the University of Alaska FY12 budget presentation. 

8:09:16 AM
PATRICK GAMBLE, PRESIDENT, UNIVERSITY OF ALASKA, explained that the FY12 budget was different than what was usually presented. He noted that the operating budget had a capital component, which was markedly different than the university's usual budget strategy. In terms of incremental growth, the request was the smallest in five years. In terms of discretionary items, the budget had about a 29 percent reduction based on actions taken to reduce costs. In addition, requests for new programs were nearly zero. On the capital side, there would be a significant reduction in requests for new programs, other than the government obligation (GO) bond effort, which was considerable. There would also not be requests for planning money, as the university planned to put that aside for the next few years while it worked with what it had; then it would re-evaluate the financial impact of what the state intends to do with the state's budget. In other words, the university was going to take a bit of a pause in terms of asking for new capital construction funds.
Mr. Gamble continued that the approach linked the operating and capital budgets and put a priority on addressing deferred maintenance needs, in alignment with the priorities of the state, the governor, and the university, especially when considering the condition of the relevant facilities. 

Mr. Gamble emphasized that the university was in a "death spiral" related to deferred maintenance and that the aggregate, absolute values of the deferred maintenance numbers were huge. He explained the link between the budgets. The operating and maintenance (O & M) dollars given annually to the university for operations were increasingly being pulled out of the programmatic function and put into repairing capital items that were getting older and falling apart. He referred to a chart that would detail possible outcomes of acting or not acting on the problem. 

Mr. Gamble informed the committee that the good news was that productivity was up; the measurements demonstrate growth. He maintained that community campuses were a large part of expected growth. In both the capital and operating budgets, there would be a focus on community campuses because of the demands being put on them. He noted that the community campuses were central to efforts over the next five years.
Mr. Gamble introduced university staff and described their functions. He commended the work of the team.
Mr. Gamble provided a PowerPoint presentation titled "University of Alaska, FY 12 Budget Presentation, House Finance Feb. 1, 2011". He began with Slide 2, "State Policy Guidance":

· Fiscal restraint

· Strategic program investment

· Student success

· Service to the state

Mr. Gamble stressed the importance of student success, which was the central mission of the university. He maintained that the university served the state by being "a lot of things to a lot of people." For example, many citizens take non-credit courses, an important service to the community.

Mr. Gamble addressed "Education: Ongoing State Efforts" (Slide 4):

· Joint Legislative Task Force on Scholarship Funding

· Alaska Performance Scholarship

· Alaska Advantage Needs Based 

· Higher Education/Career Readiness Task Force

· Alaska Career/Technical Ed Plan

Mr. Gamble noted the many programs in the state associated with education, including pre-K, K through 12, secondary, post-secondary, and workforce development. Some programs were established by the legislature, others by the governor's office, and others were part of school districts. He stated that the university wanted to align promising programs. He provided the example of discussing curriculum alignment in math and science courses with the superintendents of two large school districts. He wanted to know what the university could do to respond, to prepare students to take college courses. He noted that currently, many students do not come to college with confidence. He wanted the university to cooperate with other ongoing efforts in the state with regard to budgeting, resources, and planning. He believed the university was looked to as a leader in some of the efforts.

8:20:45 AM
Representative Neuman asked about vocational education and how the university worked with all other state programs dealing with career education programs. Mr. Gamble responded that the university was aware of vocational programs in the state and tried to cooperate with them. Some were commercial and competitive; he believed the university had to be competitive as well, or lose potential students. For example, the Alaska Vocational Technical Center (AVTEC) was a business independent of the university. He mentioned efforts underway to align with the AVTEC nursing program.
Representative Wilson asked for a description of the University of Alaska scholarship program [UA Scholars Program] and wondered who it targeted. Mr. Gamble answered that the top ten percent of students in Alaska were targeted. He detailed that the program was merit and needs-based.
Representative Wilson requested statistics regarding how many of the scholars graduated out of the system and then stayed and worked in Alaska. Mr. Gamble replied that they had the statistics. He pointed out that what was interesting was the number of students that graduate, but even more interesting was how long it took students to graduate, and how many did not graduate, and why. The university was working to point its program to output instead of input.

Mr. Gamble informed the committee that the university's top effort has been to get more Alaskans to attend the university and then stay in the state's workforce. However, the national effort has been to get students out the door. In Alaska, the faster students got out, the less debt load they had, and the cost per graduate to the university was reduced. He stressed that the university's top "action item" was to get students into the university, but then to make the next three or more years successful so that the students graduated. Currently, even the top students struggled to graduate within six or seven years.

MICHELL RIZK, ASSOCIATE VICE PRESIDENT, BUDGET, UNIVERSITY OF ALASKA, added that the university enrolled over 400 scholars each year [through the UA Scholars Program] and that the scholars experienced higher graduation and retention rates. In addition, more scholars (90 percent) stayed in the state after they completed their degree.
8:26:48 AM
Mr. Gamble reviewed "Ongoing UA Planning Efforts" (Slide 4):  

· Fisher Report/MacTaggart Report

· Academic Master Plan

· Teacher Education Plan

· UA Strategic Plan

· Alaska Career & Technical Education Plan

· Accreditation

· GO Bond follow through

· Deferred maintenance

· Union contract negotiations

Mr. Gamble noted that the list was only partial and that the university did a great deal of planning within a very dynamic environment. He referred to the system-wide report, the Fisher Report, which was overlaid with the MacTaggart-Rogers Report collected four years prior. The reports look at trend-lines and overlaps and were being studied. He briefly reviewed other plans list on the slide. He noted that all plans have to be aligned with accreditation expectations, and that the university dealt with five unions. 
Representative Costello reported that she had graduated from the University of Alaska-Southeast from the Masters in Teaching program. She referred to the Fisher Report and queried hurdles in getting students to graduate in four years by having the appropriate classes available. Mr. Gamble acknowledged the challenge of graduating in four years, as the "traditional student" used to. He stated that people were currently making different lifestyle choices. Some were not prepared for college and needed intermediate classes to get ready. Others dropped out of school and were coming back out of the workforce to get a degree. 
Mr. Gamble stated that the data systems did not measure the success of the non-traditional student, though the university working on that. He thought the needs of current students should be analyzed in order to shorten the time required to graduate. He did not believe the problem was the inability to get needed classes. He thought "distance learning" was a misnomer; it was now called "e-learning" and had become a pervasive part of current learning. A student could use e-learning to graduate in less than four years. Some students were working and could not carry full credit loads. He opined that the aggregate graduation time would be over five years at best, given the nature of Alaskan students.
Chair Fairclough asked whether the committee was interested in having a session on the Fisher Report/MacTaggart Report. She noted for the record that members were nodding their heads in the affirmative. 

Chair Fairclough referred to the question regarding retention and read from the Fisher Report (page 42), which maintained that in 1999, 33 percent of high school graduates were eligible to become UA scholars enrolled in an institution in Alaska, but by 2009, the number had risen to 43 percent. More than 83 percent of UA scholars were retained in Alaska between their freshman and sophomore years. The UA system averaged 76 percent for those students seeking bachelor's degrees. While UA Anchorage enrolled most of the scholars, UA Fairbanks enrolled the highest percentage of UA scholars within its student body. More than 66 percent of UA scholars were women. She referred to recommendation number 34, which strongly recommended the UA Scholars Program but nevertheless recommended that the president probe its effectiveness, along with the university's other financial-aid programs.
Chair Fairclough summarized that there were a variety of ways for Alaskans to enter the system, but asked whether analysis had been done regarding the return on investment. She believed that both the Board of Regents and the university were asking for time to review the issue. 

8:35:27 AM
Mr. Gamble turned to "Performance Measures, FY09 - FY10" (Slide 5):

· 70% of degree enrollment in high demand job areas

· 47% of total enrollment

· High demand job awards up 10.6%

· First time, full-time undergraduate retention at 68%

· Up 1.3%

· Student credit hours up 6.6%

· Grant research up 9%

· Revenue up 7.4%

· Non-credit instruction up 47%

· AK Native enrollment at 5,057

· All-time high 15% of total enrollment
Mr. Gamble believed the performance measures showed that while the university was trying to reduce operating expenses and make sure it funded the right programs, the numbers indicated a push to get in the door. He argued that UA was a young and growing university that was trying to keep up with a young and growing state. Unlike other universities in the Lower 48, UA was closely dependent on the economics of the state. In Alaska, there was a focus on workforce needs and related issues because of economic development.
Ms. Rizk added that the performance assessments began in 2004 and were developed in conjunction with the state to measure success. She looked forward to working with the state to move towards output measures.
Mr. Gamble pointed to the example of the third bullet-point (first-time, full-time undergraduate retention at 68 percent). The numbers looked good, but he thought the question should also be how many of the students got through with a degree, and how long the process took. He thought the analysis needed the additional questions answered to be complete.
Representative Doogan asked why non-credit instruction was at 47 percent. Mr. Gamble responded that classes that were useful to a community such as weight-lifting were part of community integration; at the community-campus level, many courses were non-credit. 

Representative Doogan asked why the non-credit courses were up 47 percent. Mr. Gamble noted that there were not a lot of the courses. 

8:42:04 AM
JOHN PUGH, CHANCELLOR, UNIVERSITY OF ALASKA-SOUTHEAST, answered that the increase was related to the fact that the category had been added to the performance measure only recently. The community campuses felt that measuring non-credit classes was important. He added that non-credit courses were very important in the workforce area. For example, the Ketchikan campus offered marine operation coursework. The coursework used to be expensive, and the marine industry wanted a different model. The campus currently does the safety training for the Alaska Marine Highway System. Another example was welding. There was a national test for welding, and people needed a certain number of hours of training and experience and certain skill levels; those courses also did not need to be credit courses. 
Representative Doogan clarified that the "non-credit" designation did not mean non-revenue producing courses. 
Representative Joule asked for a gender breakdown related to Alaska Native enrollment. Mr. Gamble offered to get the information for the committee.
Representative Joule queried student support services on campuses for Alaska Natives. He noted concerns about a trend toward merging support services for Alaska Natives with other minority student support services, with a loss of focus on the specific needs of Native students. Mr. Gamble responded that the Fisher Report addressed the cultural component of dealing with a young Native student. He noted a common theme regarding the need for student services, so that students were not left without support. He pointed out that parents and students were demanding support. He thought the issue was particularly true for Alaska Native students coming out of the Bush. He believed proper support and an understanding of cultural impacts on Native students improved their success at UA. 
Representative Joule responded that Native student services and other minority student services might be mixed and made to compete for smaller resources. Mr. Gamble stated that it was not the university's intention to create the described situation.
Representative Joule noted concerns that the issue might not rise to the level of a chancellor or president. He wanted to raise the issue and have it considered.
8:48:55 AM
Ms. Rizk responded that student services for the community campuses were funded through Title III funds; one of the university's priorities has been reallocating general funds towards student services, as the funds may not be available into the future. Each of the community campuses was allocated $20,000 general funds towards student services to replace some of the Title III funds.
Representative Joule requested the breakdown for Alaska Native students pursuing a bachelor's degree versus those pursuing a vocational program. Mr. Gamble offered to get the information.
Representative Edgmon queried the revenue increase of 7.4 percent (listed on Slide 5) compared to past years. He wondered about tuition increases. Ms. Rizk referenced the blue FY12 budget book that had been given to members, which contained the information discussed. She specified that the university had gone from $382,000 in 2009 to $410,000 in university-generated revenue. University receipts comprised a large portion of the increase, with student tuition and fees as the largest portion.
Chair Fairclough notified the committee that the university had been asked to decrease the ratio of state funding the previous year and to increase revenue through its own receipts. She reported that the university had complied with the request very well.
Ms. Rizk elaborated that the rate of enrollment had also increased, which contributed to the revenue increase. In addition, there were increased research revenues. She highlighted the university's receipt of American Recovery and Reinvestment Act (ARRA) grants; in addition to the federal revenue, the university generated a portion of indirect cost-recovery from the grants.
Representative Edgmon asked what percentage of the university's overall source of funding was tied to the number. Ms. Rizk answered that student tuition and fees comprised about 14 percent, federal receipts made up 15 percent, and state appropriations 44 percent; the discussed funds made up part of the state appropriation amount. She offered to get more information.
Representative Neuman asked how the university managed the state lands granted to supplement its income. Mr. Gamble replied that the university sells some of the land, manages other parcels with leases, and develops some. He noted that not a lot of money was received from the lands and that all of the income went into the [UA] Scholars Program. He added that the lands grant did not turn out the way it was originally intended. He relayed a brief history of the lands grant to the university, which ended with a grant of 145,000 acres. The university has an office that manages the property. He did not think the amount of income from the property would ever be large. 

Mr. Gamble emphasized that the university had limited ways to derive revenue. The University of Alaska charges some of the lowest tuition in the country; he believed many of its problems could be solved by raising tuition to match the average charged in other states, but he did not want to move in that direction. However, the land was not producing significant revenue and the amount received from research was not large. The university was exploring avenues of increasing revenue, including revisiting the lands grant issue, reconsidering student tuition rates, and marketing UA as a place to conduct research. Part of the strategic plan included exploring possibilities to raise revenue while keeping tuition down. Every year required a higher amount in an incrementing budgeting process because of increasing costs for salaries and healthcare benefits. 
Representative Neuman asked whether the university intended to pursue legislation to acquire and manage additional state lands as it had in the past.
WENDY REDMAN, VICE-PRESIDENT, STATEWIDE PROGRAMS, UNIVERSITY OF ALASKA, answered that with the change in administration at the Department of Natural Resources (DNR), the university would not take advantage of the lands match in the current year, but would reexamine the issue in the upcoming year. She referred to difficulties the past year related to lands selections; the university did not feel that DNR had been as forthcoming as UA would have liked with revenue-generating properties. She felt the governor would continue to be supportive.
Representative Neuman noted that the legislation had been controversial in some districts.
Representative Guttenberg referred to the revenue increase of 7.4 percent and the potential loss of the supercomputer revenue at $14 million. He wondered whether the university anticipated a continued loss of revenue from other projects because of the loss of the supercomputer program, or if the loss would only be in Department of Defense (DOD) dollars.  Mr. Gamble replied that UA was trying to offset the DOD contract loss through marketing the university to a much broader market base. He referred to the applications of the supercomputer and its storage capacity; data was being gathered on many different subjects, including the environment, fisheries, and other projects. He thought the capability of the computer could earn the university revenue. He referred to a bridging program to retain the "intellectual brain trust" of university personnel related to the program. 
9:01:09 AM
Mr. Gamble continued that three other universities had come to discuss the potential for the supercomputer because of the amount of activity in Alaska that generated data. He expressed hopes for future revenues related to the computer.
Chair Fairclough queried management costs related to the lands grant program, including capital and operating fees; she wanted the information to aid analysis when the university proposed new lands grant legislation.

Chair Fairclough turned to the subject of accreditation and questioned the transferability of credits. She wanted to know why accreditation was done differently under the separate major administrative units (MAUs) rather than done under the university as a whole.
Mr. Gamble directed attention to Slide 6: 
· UA fall enrollment at an all-time high: 34,000.

Mr. Gamble moved to the "FY 12 Operating Budget" (Slide 7):
· $885 M in spending authorization

· $505 M personnel

· $380 M non-personnel

· State funds= $351 M

· UA receipts= $312 M

· Tuition= $125 M

· Federal receipts= $136 M

· Other= $85 M
Representative Costello asked about needs and challenges related to energy. Mr. Gamble answered that personnel was getting better at energy efficiencies, but that the system probably could not make more large budget cuts based on energy savings. He thought an associated issue was energy itself. For example, the coal-burning power plant at UAF was past its useful life; it was monitored with interesting technology that tracked costs in real time. The problem was that replacing the power plant would cost as much as $160 million. In other words, saving money on energy would require spending money. There were other unknown factors. For example, the entire design for the power plant at the Fairbanks campus would be different if it were known that gas would be brought to the area.
Ms. Rizk added that the university has received capital funding for deferred maintenance, which helped maintain or reduce energy costs. For example, the Tanana Valley Campus replaced the exterior envelope and projected savings of $43,000 annually. Mr. Gamble noted that $43,000 was a significant amount to a small campus.
Chair Fairclough asked whether there was an alternative fuel source available to generate energy in the cold climate, such as geothermal. 
9:09:46 AM
Mr. Gamble quickly reviewed Slide 8, "FY 11 Legislative Intent":

· It is the intent of the legislature that the University of Alaska’s FY12 budget request for unrestricted general funds not exceed 129 percent of actual University Receipts for FY10. It is the intent of the legislature that future requests by the University of Alaska for unrestricted general funds move toward a long-term goal of 125% of actual University Receipts for the most recently closed fiscal year.

· It is the intent of the legislature that the University provide a report to the legislature by February 1, 2011 that specifies the amount of money transferred from and to each allocation in reference to the 3% transfer of federal receipts, unrestricted general funds, and university receipts into the Budget Reductions/Additions – Systemwide appropriation.
Mr. Gamble directed attention to Slide 9, a graph comparing university revenue for FY10, FY11, and FY12 (proposed) for state funds, university receipts, federal receipts, and other. He pointed out that the increases were smaller on a year-to-year basis.
Chair Fairclough asked whether the revenue reflected both capital and operating budgets. Mr. Gamble responded that the slide related only to the operating budget.
Mr. Gamble talked about "FY12 Notables" (Slide 10):
· Compensation: Avg. FY08–11= 4.1%

· FY12 -2% so far

· Fixed costs: Down $3.4M (60%)

· Program requests: Down $8.6 M (78%)

Mr. Gamble detailed that currently, contract negotiations were in the 2 percent range, which represented a significant amount. He added that fixed costs related to travel and energy usage were down. The university was limiting new program requests, so the increment was down significantly.

Chair Fairclough asked whether the decrease in program requests was based on what the university submitted the previous year or on the governor's budget. Ms. Rizk answered that Slide 10 addressed the range of the Board of Regent's request in previous years (around $12 million); the board's program request amounted to $3.2 million for FY12. 
Representative Wilson asked about combining programs. She referred to the Washington-Alaska-Montana-Idaho Medical Education Program (WAMI) as an example. Mr. Gamble answered that the university planned to cooperate and collaborate between Alaskan universities as well as outside universities.
Chair Fairclough queried the university's position related to establishing a law school and a medical school in Alaska.
9:16:04 AM
Mr. Gamble replied that the university was exploring all options related to a medical school. He referred to a study done in Idaho regarding establishing a medical school there, which was relevant because of similarities between Alaska and Idaho. The study showed that start-up costs could be more than $100 million for the facility and about $87,000 per student. He opined that the analysis was exhaustive and that the numbers would be similar for Alaska. He questioned the affordability of such a project, especially when WAMI was already in place and could be used more extensively. He reported a recent meeting with the University of Washington about expanding the program. He did not know enough about the law school proposal to speak to it.

Ms. Rizk added that two years prior, the legislature put $2.2 million in the university budget for the residency program. She noted that a law school would have unique facility requirements, such as a law library. 

Mr. Gamble added that Alaska had the highest participation in WAMI in terms of program graduates returning to the state.

Mr. Gamble turned to a bar graph on Slide 12 depicting the "Operating Budget Request (increment) vs. State Appropriations for FY09 - FY12 (in thousands)." He explained that the bar at the far right represented the governor's request for FY12; he stated that the university did not know how the contract negotiations would end up and he expected the blue portion of the bar (compensation) to increase. He noted the decrease in the orange portion (fixed costs) and green portion (program) reflecting reductions that had been made.
9:20:52 AM
Mr. Gamble listed examples of proactive cost savings (Slide 13):
· Statewide executive salaries frozen in FY10

· Elimination of institutional cell phones FY11

· Changes to health care benefits/providers

· Automation of enrollment and graduation processing

· Energy efficiency upgrades (UAF CTC improvements save $43,000/year)

Mr. Gamble acknowledged that there were large differences in cost savings between categories like eliminating cell phones and categories like changes to healthcare benefits. He noted that the changes to healthcare benefits being considered were dramatic and not pleasant. He pointed out that the best consultants were basically saying that people had to choose healthier lifestyles, because there were no more offsets.
Chair Fairclough asked whether the state was rewarding people who chose healthy lifestyles and lower co-payments. She wondered whether everyone was considered equally in contract negotiations and queried efforts to support those who were transitioning to a healthy lifestyle. Mr. Gamble answered that the university was only taking the first steps on the issue and noted the challenges of attempting to tell people how to live their lives. He stated personal concerns about how to successfully instruct people to make healthy lifestyle choices. 

Chair Fairclough responded that everyone was picking up the cost of those who chose unhealthy addictions or lifestyles. She agreed that the path was a treacherous one.
Mr. Gamble referred to the university wellness program and indicated that consultants gave the university a "best in class" on the effort to address lifestyle issues.
Representative Guttenberg asked whether the university was self-insured or had an outside administrator. Mr. Gamble replied that the university was self-insured.
Representative Guttenberg asked whether the documentation from the healthcare consultant was public information. Mr. Gamble replied that it was.
Representative Guttenberg wanted to see the documentation.
Chair Fairclough noted that there would be a presentation about university benefits at a later House Finance Committee meeting.
9:28:12 AM
Mr. Gamble directed attention to the capital budget (Slide 14):
· $212 M Capital Budget

· State $82.5 M

· UA $130 M

· Defer new construction/planning dollars

· Work GO Bond projects

· Full court press on deferred maintenance

· Community campus effort included

· Create a sustainable facility maintenance and repair methodology
Mr. Gamble detailed that the reason he was providing the capital budget numbers related to crossover for operating and maintenance costs because of deferred maintenance needs and non-programmatic failures in the system's infrastructure. He emphasized that deferred maintenance was approaching $1 billion, which meant significant dollars for operation and maintenance.

Representative Gara noted that the university in Anchorage had become a commuter campus because of lack of dormitory space. He wondered why capital requests for dormitory space had not come to the legislature. Mr. Gamble responded that the university was in the midst of a transition and that the outcome was not yet known. Students were making choices to use more e-learning, to not live in a dormitory and to study from their homes or offices. He noted that data was being collected on the issue. 
Mr. Gamble pointed out that the demand for dormitory space was higher at the university in Southeast. However, he did not like the university being in the housing business and he wanted more data about the changing needs of students.
9:31:44 AM
Representative Gara believed that there was a large waiting list for dormitory space at the Anchorage campus. He felt having dormitories provided a benefit for people who did not live in town. Ms. Redman responded that over 50 percent of UA distance courses were offered to students who were already on campus. Students were sitting in their dormitories and taking on-line classes, which they were now calling "e-learning." 

Ms. Redman stated that there was a need for a full-scale study regarding changing student demographics and to consider other funding options. She noted that the Fairbanks campus had a request for proposals (RFP) out to consider the option of privatizing dormitories, which was increasingly happening in the Lower 48. In addition, financing opportunities had been explored with the Alaska Housing Financing Corporation (AHFC), including bonding for student housing. She thought the projects would not begin showing up on the list for another year or so. The housing question was being reviewed system-wide.
Representative Gara encouraged the university to look into the issue.
Chair Fairclough referred to a recommendation in the Fisher Report that UA was carrying a small debt load compared to other universities and had the capacity to address housing. The report also suggested the possibility of a private/public partnership; someone else could build the housing, take the revenue, and then return the asset back to the university in later years. She thought there would be many options for the Board of Regents to consider.

9:35:35 AM
Mr. Gamble described experience during previous employment with signing a contract for a 50-year public/private relationship; he emphasized the complexity of the approach and the importance of getting it right. He expressed curiosity about the issue and stated his desire to find out more.

Mr. Gamble turned to the subject of deferred maintenance, claiming that the cycle the university was currently in had to be broken and there had to be a sustainable annual rate. He referred to a model that the university had come up with that described the problem and the impacts of various solutions on the problem. He noted that the model was transferrable for use by school districts with deferred maintenance challenges.
Representative Guttenberg referred to discussion about a sustainable stream of deferred maintenance and the ability to forecast needs and plan the work. He asked whether the dialogue had been continued. Mr. Gamble responded in the affirmative and added that there was national data available as well. 
Representative Guttenberg thought that combining school districts, the state, municipalities, and the university could create a sustainable economy to help make decisions about spending. He thought the state should invest more time into the program and that it would be good for all.

9:39:36 AM
Mr. Gamble listed university concerns (Slide 16):
· Student Success

· Infrastructure

· Deferred maintenance

· Power Plant

· Dorms

· Health care costs
Mr. Gamble emphasized that getting more students to graduation faster was the essence of student success and central to the university's strategic plan. He wanted students to keep coming through the door and accomplishing their goals, whether that was a certificate, a license, workforce training, or degrees. Accomplishing the goals faster meant less student debt and lower university costs per graduate.  
Mr. Gamble maintained that issues connected to infrastructure and deferred maintenance have become overwhelming. He noted that the proposed budget broke with tradition in not asking for new programs but to reduce the deferred maintenance number throughout the university system. The hope would be to free up the operating and management (O & M) money that has been going to deferred maintenance.
Mr. Gamble asserted that the university budget was putting virtually everything possible into deferred maintenance. He stressed that the result would be nothing less than "mission failure" if deferred maintenance got to the point that the next problem on a $10 million building meant emptying the building entirely for necessary repair, especially if the building was a dormitory or housed a key program such as engineering. He maintained that the university was currently at that crucial level and that the issue was no longer repairing a leaky roof; entire structures had to be fixed. 
Chair Fairclough hoped that the recommendation for a solution brought forward would include a building maintenance fund. She suggested that the issue could be handled within the university's structure, even if a mechanism was not passed at the state level. Mr. Gamble agreed.

9:43:34 AM
Representative Gara agreed with the focus on deferred maintenance. He pointed to a recent focus on new construction, but opined that buildings did not graduate students. He thought the university had gotten far away from a liberal arts education. He noted a persistent problem with being able to graduate a student in four years because of the unavailability of required courses. He was concerned that the university would have great buildings but not enough courses. He heard more about construction than instruction. He referred to the nursing shortage in the state.

9:46:33 AM
Mr. Gamble turned to "Opportunities" (Slide 17):

· Student Success

· Alaska Native Support

· Teacher Education

· Secondary School Cooperation

· Community Campuses

· Health/Biomedical

· E-Learning

· Research

· Commercialization

· UA System Strategic Plan
Mr. Gamble detailed that he wanted to make the university relevant to Alaska Native students. He referred to ideas to improve student success, including college-credit courses in high school and curriculum relevancy. 
Mr. Gamble explained that the demand for the university's graduates was "counter-cyclical" in some areas. He thought spending should meet the strong demand for graduates in some emphasis areas, such as teacher education, health science, and engineering. The challenge was to make the programs affordable and available. He emphasized that the programs would not be cut. 

Mr. Gamble referred to possible cooperative arrangements with secondary school that could make a difference at a macro level. He argued that major attitude changes were needed about what it takes to be a graduate and what it takes to get into the university as a new student. He believed there were areas to work on (such as scholarships and curriculum) that could improve the situation significantly.
9:49:56 AM
Mr. Gamble stressed the importance of the community campuses. He opined that e-learning had the potential to produce three-year graduates. He did not think a person had to stay in college for four years; that number was based on carrying a certain number of credits each term with a certain total of credits required to graduate with a specific degree. The same requirements could be met by students in less time through e-learning. He stressed the importance of getting the bandwidth out into the Bush. He thought the university would get "flooded" with students who wanted to stay home and get their degree. Currently, the bandwidth was not fulfilling the same potential as a fiber-optic line. 
Mr. Gamble addressed the subject of research. He called the university at Fairbanks a research university and "the country's biggest Petri dish." He thought that undergraduate students could be sent out to do research at all levels throughout the system, an opportunity that was uncommon in other state universities.

Mr. Gamble reviewed the subject of commercialization, which he called a possible alternative source of funds for the university. He opined that UA was behind other universities when it came to converting intellectual property into businesses. He acknowledged that doing so would not necessarily make a lot of money, but he asserted that it would create many jobs. He pointed to other universities (such as Wisconsin) that were raising several million dollars each year through commercialization. He believed Alaska had the same potential to convert intellectual property into jobs.

Mr. Gamble commented that he had tasked the board with bringing together all the various things that had been discussed in the meeting into a five-year strategic plan.

Mr. Gamble listed university partnerships on Slide 18, "Partnerships":

· Alaska Department of Education and Early Development

· Alaska Department of Labor and Workforce Development

· Alaska Regional Native Corporations

· K-12 School Districts

· Businesses/business and industry groups

· Alaska Commission on Postsecondary Education

· National funding agencies—NSF, NIH, NASA

· Alaska State Hospital and Nursing Home Association

· Regional training centers (AVTECH, Fairbanks Pipeline Training Center, etc.)
Mr. Gamble acknowledged that the list of partners covered a lot of different approaches to education; he thought they were going in all directions and that each was trying to grasp the problems and wanted money. He wanted to influence alignment to ensure student success. 

Mr. Gamble argued that partnerships were very important to the university. He suggested that the role of the university might be leadership. 

Mr. Gamble summarized the university's commitment to a "maintenance budget" (Slide 19):
· Maintain momentum

· Maintain quality programs for students

· Maintain service to the state
Representative Guttenberg hoped that the emphasis on "maintaining" would not negatively affect the students, who needed options in place right away.

9:55:35 AM
Representative Gara queried the amount per capita put into the university by the state of Alaska, compared to other states. Mr. Gamble agreed to get the information. He added that there was good data available.
Mr. Gamble commented that Alaska was in a fortunate position; other states were being faced with serious cutbacks in university spending, including Louisiana, California, and Texas. The University of Alaska may be linked with the state's economy as the third largest bill the state pays, but nevertheless, it was not in dire straits. On the contrary, UA was trying to deal with growth.
Chair Fairclough believed the university was very important to all Alaskans and could help solve Alaska's problems and create opportunities, including jobs. She noted that when subcommittees ask questions about a budget, it can be taken as not supporting current practices or wanting change in a negative way. She stated that the attempt to engage the university reflected the fact that all endeavors in Alaska were tied to oil income. 

Chair Fairclough underlined the fact that she wanted the university to succeed. She reported that she had family at various campuses, had taken e-learning courses, and felt the system was vibrant. She anticipated more conversation.
ADJOURNMENT

The meeting was adjourned at 10:01 AM.
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